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LUKOIL IS ONE OF THE LARGEST PUBLICLY TRADED, VERTICALLY
INTEGRATED OIL AND GAS COMPANIES IN THE WORLD. WE
EMPLOY OVER 100,000 PEOPLE WHO JOIN THEIR EFFORTS AND
EXPERTISE TO PROVIDE ENERGY FOR THE GROWING NEEDS

OF THE POPULATION OF OUR PLANET. EACH DAY WE IMPROVE
THE QUALITY OF LIFE FOR MILLIONS OF CONSUMERS IN OVER
100 COUNTRIES AROUND THE GLOBE THROUGH THE SUPPLY
OF OUR PRODUCTS, POWER AND HEAT.
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BY IMPROVING EFFICIENCY

IN PRODUCTION
Decrease in per barrel lifting costs
and per meter drilling costs in Russia
vs. 2018

STRONG COMPETITIVE
ADVANTAGES

Hydrocarbon reserves life,



EFFICIENT ENERGY

IN 2019, WE DELIVERED OUTSTANDING RESULTS ON THE PATH OF IMPLEMENTING OUR LONG-TERM
STRATEGY THROUGH SUCCESSFUL DEVELOPMENT OF OUR PRIORITY PROJECTS, QUALITATIVE
IMPROVEMENT OF OUR BUSINESS AND STRONG CAPITAL DISCIPLINE. A KEY TOOL OF DELIVERING OUR
STRATEGIC PLANS IS CONTINUOUS EFFICIENCY IMPROVEMENT ACROSS ALL AREAS.

0

Scope 1 greenhouse gas
emissions to revenue in 2019,
tonnes of CO , equivalent/USD

I, 307
|

WE ACHIEVE RECORD-
>>> BREAKING FINANCIAL
PERFORMANCE

IN DISTRIBUTION JUHH FDVK ¢RZ
+LIJKHU JURVV SUR&W IURP VDOHVORYS 2018

non-fuel goods and services
vs. 2018

RUB billion

Free cash fow per barrel of ROACE in 2019

production in 2019 %

USD/boe

| I 15

I 12.5

W LKOL M 7KH ZRUOGNV ODUJHVW SULYDWH RLO DQG JDV FRPSDQLHV

For more details on LUKOIL, see the Reference Information section on page 148

References to “PJSC LUKOIL,” “LUKOIL Group,” “the Group,” “LUKOIL,” “the Company,” “we,” and “our” throughout this document are all equivalent for the purposes of this
Report and refer to LUKOIL Group, PJISC LUKOIL and/or its subsidiaries, depending upon the context in which the terms are used.



Key Events and Development of Our Capitals >>>

KEY EVENTS IN 2019
AND DEVELOPMENT OF OUR CAPITALS

FINANCIAL

We use our own cash flow as well as borrowed funds to finance
business development for continuous value creation

For more details see page 46.

IONAL

prove production capacities to facilitate
ydrocarbon resources into high value-added

State-of-the-art development technologies, patents, business
process automation and digitalization constitute our competitive
advantages

For more details see page 58.

NATURAL

Our business relies on natural resources: hydrocarbons, water, air,
and land
For more details see page 78.

We invest in developing the skills and talent of over 100,000 of our
professional employees to ensure efficient business growth and
asset management

For more details see page 84.

SOCIAL

Our commitment to sustainability, significant contributions to the
development of the regions where we operate, and our reputation
create a favorable environment for our business

For more details see page 89.




Development of Priority Projects >>>

DEVELOPMENT
OF PRIORITY
PROJECTS
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CASPIAN SEA

©9 )LODQRYVN\ éHO ® Shah Deniz

Launch of Phase 3 (Azerbauan)

Phase 2 development

®9, *UD\IHU éHOG ® Zhenis
(Kazakhstan)

Signed a contract for
exploration and production

Facilities construction

@ <X .RUFKDJLQ eéHO @ 1-P-2 block
(Kazakhstan)

Signed Heads of Agreement

Phase 2 development



CHANGE

«

The climate change agenda

is addressed on the strategic
level (by the Board of Directors,
the Strategy, Investment and
Sustainability Committee, the
Management Committee),

and on the operational level
(by the Health, Safety and
Environmental Committee,
heads of business units, heads of
subsidiaries).

In 2019, the Strategy and
Investment Committee of the
Board of Directors was renamed
the Strategy, Investment and
Sustainability Committee and

its functions were expanded
accordingly to include climate
change as well as other ESG
matters.

A much larger number of
climate-related items were
reviewed by the Board of
Directors and the Strategy,
Investment and Sustainability
Committee.

For more details, see Sustainability

Management System section
on page 132

"

»

We place special focus on

risk management to provide
reasonable assurance of
achieving our strategic
objectives despite uncertainties
and negative impacts. Climate-
related risks (both carbon
transition and physical) are key
among sustainable development
risks. The Company takes action
to mitigate those risks.

To leverage climate-related
opportunities the Company
established a Competence
Center on renewables, which
evaluates the feasibility

of renewable energy projects
and generates proposals

for further developing this
business. To promote renewable
energy development in
Russia, the Company also
engages in training industry
experts: LUKOIL supported
the establishment of Russia’s

eUVW 6SHFLDOL]HG 'HSDU

of Renewable Energy Sources
at the Gubkin Russian State
University of Oil and Gas.

For more details,

see Appendix 2: Risks

We have been publicly
disclosing emissions of methane,
a potent greenhouse gas,
since 2004. We have been

a participant of the Carbon
Disclosure Project (CDP) since
2014, making disclosures
about Scope 1 greenhouse
gas emissions and key risks
and opportunities in that

area. We keep working to
make our disclosures more
comprehensive. In 2018, we

GLVFORVHG IRU WKH eUVW WLPH

data on the emissions of our
international assets and some
modules pursuant to TCFD
recommendations as part of our
CDP carbon disclosure.

Our disclosures follow the
consistency and comparability
principle. For example, we have
reported on our progress on an
annual basis since 2016 when

RXU eUVW 6FRSH *+* UHGXFWLR

target was set.
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ROACE IN 2019

EBITDA IN 2019

in line with strategic target +11%
Recently, we began working on setting In particular, we have reduced our per production plans in 2019, primarily due
further emission-reduction targets, unit lifting and drilling costs in Russia to the development of our international
and preparing a detailed inventory both by 3%, owing to a considerable gas projects. The external production
of GHG sources, which will allow us increase in the number of wells constraints, however, helped us to
improve our planning and information ZLWK D VLPSOLeEHG GHVLJQ shkapenew fécuson further high-
disclosure. digitalization technologies, the further grading of our production structure.
UROORXW RI DGYDQFHG HQ Hhe 3hard béidhHn@rgin projects in our
We made good progress on further pumps, and other cost-optimization total hydrocarbon output has exceeded
HIeFLHQF\ LPSURYHPHQWYV Gnéeaskur@sl Along with improving our JRLQJ VLIQLeFDQWO\ EH\RQG R
the year, reducing a number of EXVLQHVV HIeFLHQF\ FRVW plaRSGIXv6Wd like @ particularly
cost items and strengthening our helps us enhance our production highlight our achievements in managing
capital reinvestment discipline. potential. SURGXFWLRQ DW PDWXUH éHOGV F

The development and roll out of

E\ RXU HIEFLHQF\ JDLQV WKH SURC

QHZ WHFKQRORJLHV PDGH DDsshie@xtérfaDlignidtions, we GHFOLQH UDWHV DW VXFK eHOGV L
FRQWULEXWLRQ WR RXU LP Straydd @ eddesd au igydrdcarbon Siberia were reduced to 2.5%.

1

Annual Report | 2019
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»

In 2019, we started implementing

new development plans for license

areas covered by the tax on additional

income (TAI) regime, with their

aggregate production totaling 6%

of our total oil and gas condensate

production in Russia. The major effect

RI WKH 78, RQ WKH SURGXFWLRQ S
PDLQO\ H[SHFWHG DW RXU PDWXUFE
West Siberia included into Group 3 of

TAI. We already ramped up production

DW VXFK eHOGV E\ PRUH WKDQ \
on-year by increasing drilling volumes

and the number of well workover

operations.

We have also continued the successful

development of our large-scale Caspian

projects. We have launched Phase 3

RI WKH 9 )LODQRYVN\ eHOG FRPS(
WKH éHOGNV LQIUDVWUXFWXUH GH
program, with its production up by 5%

to 6.4 million tonnes in 2019.

$W WKH <X .RUFKDJLQ éHOG DQRV
Caspian Sea project of LUKOIL, we

continued with the drilling program as

SDUW RI 3KDVH Rl eHOG GHYHORSE
launched in 2018. As a result, oil

SURGXFWLRQ DW WKH eHOG JUHZ E
than 20% in 2019.

We have also accelerated the

development of our third Caspian Sea

SURMHFW WKH 9 *UD\IHU éHOG IF
Rakushechnoye), representing another

huge achievement that will help us put

WKH éHOG RQ VWUHDP DOUHDG\ LC
Furthermore, we have expanded our

footprint in the region by joining two

exploration projects in the Kazakh

sector of the Caspian Sea.

By leveraging our high-tech

capabilities, we have reached

impressive growth rates in both high-

viscosity oil production in Timan

Pechora and production at low

SHUPHDELOLW\ éHOGV LQ :HVW 6LE
6SHFLeFDOO\ KLJK YLVFRVLW\ FUX
SURGXFWLRQ DW WKH <DUHJVNR\H
3HUPLDQ UHVHUYRLU RI WKH 8VLQ
went up by 15% year-on-year, while

production at the V. Vinogradov and

,PLORUVNR\H eHOGV ZLWK ORZ SHL
reservoirs was ramped up by almost

40%.
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We have made solid progress in the
expansion of our resource base: the
proved reserves replacement ratio for
liquids, excluding the effect of changes
in macroeconomic factors, totaled
107% in 2019. We have broadened our
geographical footprint by acquiring
blocks in new Russian regions and
interests in international projects

in the Republic of the Congo and

the United Arab Emirates with well-

H[SORUHG UHVRXUFH EDVH DRrévevhetQLeFDQW

production potential.

,Q WKH 5HeQLQJ O0DUNHWL QcbnBuinérs, we have increased our

Distribution segment, we have not only

LQFUHDVHG RXU UHéQHUL H \chimpéiidd By)60% Sakdvamped
EXW DOVR VLJQLéFDQWO\ L Rp kigh¥ndrGin Ro{plane refueling

petroleum products slate. Moreover,
we have made good progress on our

URDGPDSV IRU LPSURYLQJ HDespiteth @éakeDriddcroeconomic

RXU UHéQHULHV

The major upgrade program
completed back in 2016 has put our

UHEQHULHV LQ D VWURQJ S RiwlLqualitRie idpréventnts, high

of the introduction of the global sulfur
content limit for bunker fuel under
MARPOL global requirements. Owing
to a carefully crafted set of measures,
we managed to reduce high-sulfur
fuel oil output to a record low of 8%

at end-2019, compared to 14% in 2018,
which helped us mitigate the negative
effect from weaker fuel oil spreads.
We also launched the production of
bunker fuel with 0.5% sulfur content at

RXU 9ROJRJUDG 5HeéQHU\

capitalizing on the market situation.

We proceeded with implementation of
selective projects to further improve
our petroleum products slate, with

the construction of a delayed coker

Board of Directors Report

Corporate Responsibility Corporate Governance

the project was 60% completed, which
is fully in line with the schedule.

2019 will be RUB 542 per share, which
is more than a two-fold increase year-
on-year.

In retail, we maintained our focus on

LQFUHDVLQJ WKH HIéFLHQ F\InRéon&lusion,d @adId {ikd to touch
stations network and maximizing our on 2020, which hit the oil industry
I[UHH FDVK éRZ 3UReéeW I|UR P hakiktodgb théHcvash in demand

of non-fuel goods and services at our for hydrocarbons triggered by the
eo00LQJ VWDWLRQV LQFUHD \CBBDAR avleGi¢! Ths Erdis has sent
becoming a very important driver of oil prices spiraling and undermined
WKLV VHIPHQWNYV e QDQ FL D @rdltttibhPothirfor @dekbmic

reasons, and as a result of international
agreements. In this context, | would
like to reiterate again that our business
model is highly resilient to such
shocks. LUKOIL has high operational

Focusing on boosting our sales to end
bitumen sales to road construction

costs, strong vertical integration and
volumes.
Natural hedging mechanisms in Russia
provide us with an extra competitive
environment compared to 2018, we edge. This combination has repeatedly
KDYH GHOLYHUHG UHFRUG Kprdvin es@ICh@IHydif€ative. Moreover,
results, solely due to a number of
business factors, including quantitative production structure and petroleum
products slate over the past years.
vertical integration and strict cost

control. Our 2019 EBITDA exceeded Therefore, | am convinced that

RUB 1.2 trillion, up by 11% year-on-year, we will successfully pass through
DQG IUHH FDVK éRZ UHD F K Htfis 8% cycle, and continue with
billion. the implementation of our long-

term strategy and the sustainable
development of our business. Creating
shareholder value invariably remains
of dividends equals at least 100% of our key focus in any macroeconomic
the Company’s adjusted free cash environment.

éRZ 7KH QHZ SROLF\ KDV DOUHDG\ EHHQ

In 2019, the new dividend policy was
approved, whereby the total amount

L Cappléd Rottl€1ahrin® tBa amount of

the interim dividend for 2019. In line

with the policy, the Board of Directors

recommended that the Annual General

6KDUHKROGHUY OHHWLQJ DSSURYH WKH QDO
dividend for 2019 in the amount of RUB

350 per share. If the recommended

FRPSOH[ DW 1L]KQ\ 1RYJRUREQBHEQHYLGHQG LV DSSURYHG E\ WKH

being the largest. As at the end of 2019,

Hydrocarbon production,
thousand boe per day

+1.4%

2010 [ 2,380
2016 [ 2,347
2017 [ 2,269

shareholders, the total dividend for

Dividend per share, Vagit Alekperov
RUB
President, Chairman
+116.8% of the Management Committee
2010 I 5/ of PISC LUKOIL
2010 [ 250
017 | 215

' Total dividend per share recommended by the Board of Directors for 2019.

Annual Report | 2019

DQG ¢QDQFLDO éH[LELOLW\

DQ HIWUHPHO\ UREXVW eéQDQFLDO

ZH KDYH VLIJQLeFDQWO\ LPSURYHG



Business Model >>>

14

BUSINESS MODEL

EXPLORATION AND PRODUCTION
EXPLORATION PRODUCTION

OUR BUSINESS MODEL IS BASED ON THE PRINCIPLE
OF MAXIMUM VERTICAL INTEGRATION IN ORDER TO
CREATE ADDED VALUE AND FURTHER REINFORCE
THE HIGH RESILIENCE OF OUR BUSINESS TO THE

» Unlocking r esource
potential and building up
commercial reserves

DEVELOPMENT

« Field dev elopment and
construction of supporting
infrastructure

REFINING

OIL REFINING

« Creating added value by
processing crude oil into
various petroleum products

DW HLJKW UHeéQHULH \Mour plants and production

GAS PROCESSING

* (leFLHQW RVMRHALDWHG
SHWUROHXP JDV DW eYH JDV

processing plants and
production facilities within oil
UHeQHULHV

INTERNATIONAL TRADING

* 7KH PRVW H &R GIQWV\D AND MARKETING

marketing of our crude oil
and petroleum products;

VXSSOLHV WR RXU RZ@otletéaRdehtdesds to end

and retail networks in Europe

* Incremental value added
from trading third-party
hydrocarbons

RETAIL SALES

* Access to end consumers
across various regions,
incremental value added
from premium fuel sales,

DGGLWLRQDO GLYHU VdharmnB WitoRlane refueling

through non-fuel sales

POWER GENERATION

POWER GENERATION
* Heat energy and electric
power generation using

QDWXUDO JDV HIleFLH@ea XVH

of associated petroleum
gas, supplies of our own
production facilities by low-
cost energy, access to end
consumers

* Drilling and hydr ocarbon
production

PETROCHEMICALS

« Deep con version of
hydrocarbon feedstock into
complex petrochemicals at

IDFLOLWLHV ZLWKLQ

LUBRICANTS PRODUCTION

« 35 production facilities,
a priority sales channel, wide

consumers

MARINE AND RIVER

BUNKERING

* A priority pr emium sales
channel, access to end
consumers in 25 ports both
in Russia and outside Russia

AIRCRAFT REFUELING
* A priority pr emium sales

in 33 airports in Russia,
Bulgaria and Turkey

RENEWABLES
« Electric pow er generated
from sunlight, wind and

CHANGING MACROECONOMIC ENVIRONMENT

THROUGH RISK DIVERSIFICATION

Exploration and Production

14 countries
83% of total production —
in Russia
Crude oil

million tonnes

+ Purchases
76 million tonnes

RLO UHEQHULHYV

Gas

billion cubic meters

Feedstock

Electricity and heat
generation

8

facilities

Water energy

L

hydroelectric power plants

Solar energy

3

solar power plants

Wind energy

1

wind power plant

»



Strategy >>>

EXPLORATION
AND PRODUCTION STRATEGY

SUSTAINABLE ORGANIC HYDROCARBON PRODUCTION GROWTH WITH A FOCUS ON CREATING VALUE AND
UNLOCKING THE POTENTIAL OF OUR EXISTING RESOURCE BASE

$&78%/ m

BASE TARGET 2 .5 %

%

' Base target for annual average hydrocarbon production growth excluding the West Qurna-2
project based on the existing resource base with an oil price of $50 per barrel, in line
with LUKOIL's Strategic Development Program for 2018-2027.

FUNDAMENTAL FACTORS

= Growth in global demand for energy due to increasing world population and growth in GDP
per capita

» Deterior ating quality of the resource base and depletion of conventional reserves

» Evolution of electric vehicles and renewable power generation

» Transition to a low-carbon economy

» Advancements in exploration and production technologies

COMPETITIVE ADVANTAGES

» Vast resource base of liquid hydrocarbons and natural gas
« Low production costs

« Extensive expertise in implementing large projects

« Strong technological expertise

« Low per barrel and per USD greenhouse gas emissions

675%7 ( *< k Unlocking potential

Effciency improvement, cost
reduction

MATURE FIELDS Slowing down production decline rates at

West Siberia’s mature felds to 2-3%

Effcient delivery of new

GREENFIELDS .
projects

HARD-TO-RECOVER RESERVES Accelerated involvement of hard-to-
recover reserves into production

16 »
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Performance in 2018-2019

Per barrel lifting costs and per meter drilling costs
in Russia down by 4% and 8% from 2017

Production decline at West Siberia’s mature felds
slowed down to 2.5% in 2019

Scaling up technologies

Rapid production growth at new projects by 44% from
For the list of key performance indicators of the

2017, fast-tracking of construction
*URXS ZKLFK GHeQH WKH OHYHO RI DFKLHY'}

strategic targets, see page 38
Rapid growth of high-viscosity oil and tight oil @

production at key projeCtS, by 50% fl‘om 2017 For more details on key strategic risks,
see Appendix 2: Risks

Annual Report | 2019 17
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EXPLORATION
AND PRODUCTION

Despite external limitations, LUKOIL's
hydrocarbon production excluding

the West Qurna-2 project increased in
2019 by 1.4% year-on-year to 2.4 million
barrels of oil equivalent per day.

Improving effciency and
managing production in core
regions

$V D UHVXOW RI HIeFLHQF\ |

made across all operations, the

$W WKH 9 )LODQRYVN\ &H O GploQuctidiKdécknd at B/edd Klberia’s

Sea, the launch of Phase 3 enabled
LUKOIL to increase 2019 oil production
by 5.2% to 6.4 million tonnes. At the

PDWXUH éHOGV VORZHG GRZ

We continued with implementation

<X .RUFKDJLQ eéHOG WKH O bffafyEted BpleratioiaMecellence

2 drove 2019 production increase by
21.2% to 1.0 million tonnes.

In Timan-Pechora, the development of

programs that include a broad range of
measures in cost reduction and scaling
up technologies. Per barrel hydrocarbon
lifting costs and per meter drilling costs

WKH <DUHJVNR\H éHOG DQG WRuUSSsI®WeeRIbMIN@y 3% from 2018.
UHVHUYRLU RI WKH 8VLQVNR\H eHOG

including the launch of new steam
generating facilities, enabled a 14.5%
year-on-year growth in high-viscosity oil
production, to 4.9 million tonnes.

7KH '
Sea, while development of design
documentation continued for the D33
eHOG

Expanding our asset portfolio

Extended the geographical footprint

of the Company’s license portfolio
with the acquisition of license areas

in the Republic of Bashkortostan, the
Orenburg Region and the Saratov
Region.

Acquired interest in hydrocarbon
production projects in the Republic

of the Congo and the United Arab
Emirates with a well-explored resource

potential.

»

Enhancing the technological
edge

Active work continued on involving
complex reserves into production. The

eHOG ZDV ODXQFKHG sh&ye W Kardzantdl @aNslirFthe total

number of wells commissioned in 2019
grew by 4 percentage points to 36%.

Driven by the use of innovative
technologies, oil production at the

2020
AND MID-TERM PRIORITIES

» Exploration works near existing
eHOGV DQRPLQLYU UHJLH
support reserve replacement

« Focus on growth projects:
PsuUBYES i}qdfg;p?\-)/{?cosity and
tight oil prodtction; development
Rl QHZ éHOGV LQ WKH &
Baltic seas; implementation of
Q W Rew production plans at mature
eHOGV XQGHU WKH 7%,
production at plateau at
previously commissioned large
eHOGV 60RZLQJ GRZQ S
GHFOLQH UDWHV DW PD

*+  PSOHPHQWDHNERICHQF\
improvement programs and
building up technological
expertise in complex reserves
development

« Scaling and rolling out of
successfully piloted technologies,
digitalization

QV WR

DVSLDQ DQ

PDLQWDLQL

URGXFWLR
WXUH eHOG

NUMBER OF INTEGRATED
FIELD MODELS AS AT
DECEMBER 31, 2019

+55%

,PLORUVNR\H éHOG LQFUHDVHG E\ W

PLOOLRQ WRQQHV 7KH QD

pilot testing was conducted at the

9 9LQRU®RY éHOG ZLWK LWV

up by 29% to 0.5 million tonnes.

We continued leveraging digital

technologies in production. For  example,

VWD 4 RI

IR XFWLR

ZH IXUWKHU UROOHG RXW WKH LQWHOOLJHQW éHOG

concept based on integrated models.

3LORWY LQ PDWXUH éHOGYV FRQeUPHG
EDVH DQG VLJQLeFDQW SUR @xdletipRri@rmance of neural
QHWZRUNVY IRU SURGXFWLRQ DQG ZDWHUéRRG

management, with plans to scale up the
technology.

Substantially increased the number of

VPDOO GLDPHWHU ZHOOV DQG VLPSOLeHG

design horizontal wells drilled.
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TOTAL

Hydrocarbon
production

in 2019,
million boe

869

Proved
hydrocarbon
reserves at the
end 0f 2019,
nillion boe

15,769

NIGERIA

GHANA

(]
KAZAKHSTAN

32

Exploration
o o [ ® G| production

EGYPT IRAQ | UAE UZBEKISTAN Ggs production

2 11 28 8 8 The Group’s major
5 219 720 Exploration and

CAMEROON ‘

THEREPUBL|C

Produgtion segment
1 t D ber 31,
OF TH Q O GO ggi!;s as at December
2
23
EXPLORATION AND HYD BON
PRODUCTION EBITDA PRODUCTION
IN 2019 VS 2018 IN 2019
+2.7% +6 p.p.
\
— -_ __—
Proved hydrocarbon Hydrocarbon Exploration and Average headcount
reserves as at production in 2019 Production CAPEX in in Exploration and
December 31, 2019 % 2019 Production in 2019
% % %

24

18
15.8
ELOOLRMERH 58% ELOMLRQ
76 82
B /LTXLG K\GURFDUERQV M /LTXLG K\GURFDUERQV M s5XVVLD M 5XVVLD
WDV WDV B QWHUQDWLRQDO SURMHFWVIM ,QWHUQDWLRQDO SURMHFWV

Annual Report | 2019 19
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IMPROVING
PRODUCTION
EFFICIENCY

PER BARREL COSTS

IMPROVING EFFICIENCY IS A KEY TOOL

IN ACHIEVING OUR STRATEGIC GOALS

IN THE EXPLORATION AND PRODUCTION
SEGMENT. IN 2019, WE WERE ABLE TO ACHIEVE
NOTABLE SUCCESS ON THIS FRONT, INCLUDING
THROUGH DEVELOPING AND SCALING UP
TECHNOLOGIES.

As part of developing digital B3LORWY LQ PDWXUH eHOG
technologies in production excellent performance of neural
we have successfully applied networks for production and

WKH LOQWHOOLJHQW éeH G ZDWHUéRRG PDQDJHPHQW
supported by integrated

models. This technology already Ig E{OéQéw; gexlgpjcé nRﬁaéu(r;e PDQDJH
FRYHUV PRGHOV Rl e DO

algorithms, built a choke model
and carried out well intervention
performance evaluation for pilot
areas in West Siberia.

account for about one third of
our production.

There are plans to scale up this
technology.

CUMULATIVE INCREMENTAL
HYDROCARBON
PRODUCTION

>/

million boe

»

7+5((k675,1*% :(/

7KH QXPEHU RI VLPSOLHG
design horizontal wells almost

doubled in 2019. This technology
accelerates construction by 35%

on average (by 50% in some

cases) and reduces costs by

approximately 20% as compared

to the standard four-string

design of horizontal wells.

7+5((k675,1* : (/16
CHEAPER THAN
STANDARD WELLS BY
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High-viscosity oil

Yaregskoye feld
Steam-generating capacities
expansion

2019 OIL PRODUCTION
+32%

o
million tonnes

Permian reservoir at the
Usinskoye feld
Commissioning new wells,
building better understanding

of geology

2019 OIL PRODUCTION
+4%

o
million tonnes

Low-permeability reservoirs

Imilorskoye feld
Using multi-zone hydraulic
fracturing (MZHF)

2019 OIL PRODUCTION
+44%

1.1

million tonnes

V. Vinogradov feld
Successful pilot testing of

a development system that is
unique for Russia

OIL PRODUCTION IN 2019
+29%

()
million tonnes
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Strategy >>>

REFINING, MARKETING,
AND DISTRIBUTION STRATEGY

CONTINUOUS UPGRADE OF REFINERIES AND EFFICIENCY IMPROVEMENT IN RETAIL NETWORK,
DEVELOPMENT OF PREMIUM SALES CHANNELS WITH MAXIMIZING FREE CASH FLOW

New global limits on the sulfur content in bunker fuels
(MARPOL)1

Growing demand for lubricants and petrochemicals
Growing competition in retail

Transition to a low-carbon economy

' IMO’s new global sulfur cap for bunker fuels, in place from 2020.

+LIKRPSOH[LW\ RIUHEQHULHV KLJK
slate

J)ORUDEOH ORFDWLRQ RI UHEQHULH
Extensive retail network and premium sales channels
Renewable energy sector business

675%$7(*<

ORGANIC GROWTH PROJECTS

L SO e———— 2 [ =i

FILLING STATION NETWORK

AIRCRAFT REFUELING AND
MARINE BUNKERING

— Cp— e

ORGANIC GROWTH PROJECTS:
LUBRICANTS, BITUMENS

i A" MR- A | |

Selective projects at our Russian refneries
to enhance our petroleum product slate

S =y - -] = il NEE

Effciency improvement and sales growth
Maintaining a high market share while
increasing sales to end users and

driving effciency

Growth in high-margin segments

1 o] S

D

S |-

»
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Performance in 2018-2019

Over 500 optimization initiatives. The economic effect
exceeded RUB 60 billion over a two-year period

Construction of a delayed coker complex and an isomerization
unit at Nizhny Novgorod Refnery, which were 60% and 45%
complete as at the end of 2019, respectively

Growth of gross proft from sales of non-fuel goods and
services by 30% from 2017. For the st of key
Maintaining market share with double-digit sales growth rates AN S e oo
in high-margin retail channels the level of achievement
of strategic targets,
see page 38

Growth of sales in our high value-added lubricant
range by 21% from 2017 ] o
or more details on

Launch of polymer bitumen production key strategic risks,
see Appendix 2: Risks
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RUSSIA ©O® 000

@ Oil refning

Mini-refineries
in Uray and Kogalym

Nizhny Novgorod Refinery
Perm Refinery

Board of Directors Report

@ Gas processing
Korobkovsky GPP
Lokosovsky GPP Stavrolen

Perm Refinery and gas pro-
cessing facilities

Petrochemicals

Saratovorgsintez

Corporate Responsibility

Power generation
L Astrakhanenergo
L Ecoenergo

L Kubanenergo

L Rostovenergo

Corporate Governance

@ Lubricants
Perm Refinery
Volgograd Refinery

Ukhta Refinery Stavrolen L Stavropolenergo
Volgograd Refinery Usinsky GPP L Volgogradenergo
18
1 AUSTRIA @ i1 MOLDOVA @

2) AZERBAIJAN @

-
N

3 BELARUS @

-

3

4 BELGIUM @ 1%
5 BULGARIA 000 s
6 GEORGIA @ 16
7 SPAIN @ 17
8 ITALY (1} 18
9 LUXEMBOURG @ 19
19 MACEDONIA @ 20

7KH *URXSNV PDMRU 5HéQLQJ

production assets as at December 31
L — LUKOIL

@ Oil refining
@ Gas processing

REFINING, MARKETING
DISTRIBUTION EBITDA|
+32%

Retail network’

as at December 31,
2019

%

6 5
5.0 49
WKRXV G
VWD W Qv
40
W 5XVVLD
B (XURSH
HFsu
USsA

Petrochemicals
@ Distribution

NETHERLANDS @@
ROMANIA @00 @
SERBIA @

Usa @
UZBEKISTAN @@

TURKEY @@®
FINLAND @@
CROATIA @

MONTENEGRO @

, 2019.

@ Transshipment

Power generation

P11
i,
|
IR

ODUNHWLQJ DQG 'LVWULEXWLRQ

@ Aircraft refueling
® Lubricant

AND REFINING THROUGHPUT
N 2019 IN 2019 IN 2019
+2.1% -9.9%

Sales of premium ECTO-
branded fuels in 2019
%

13

2T ©

.0
Loo LM
RQQ

87

M 5XVvVLD

B QWHUQDWLRQDO
SURMHFWV

" Including owned, leased and franchised stations.

Refning, Marketing
and Distribution CAPEX
in 2019

%

26

81

58%
billion

10
64
M2L0 UHEQLQY

E5HWDLO QHWZRUN
W2WKHU

REDUCTION OF FUEL OIL OUTPUT

Average headcount

in Refning, Marketing
and Distribution in 2019
%

M sxvvLD

B QWHUQDWLRQDO
SURMHFWYV

Annual Report | 2019
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5HeQLQJ ODUNHWLQJ D}»G VWSRO

-» HIGHLY READY
FOR MARPOL

THE MAJOR UPGRADE PROGRAM COMPLETED IN
2016 AND PRODUCT SLATE OPTIMIZATION MEASURES
MADE OUR REFINERIES WELL-PREPARED FOR THE
INTRODUCTION OF THE GLOBAL SULFUR LIMIT FOR
BUNKER FUEL UNDER MARPOL 2020 REQUIREMENTS.

‘H FRQWLQXHG ZLWK VHOHFWLYH SURMHFWY DW RXU UHEQHULHY DQG UHeQLQJ GHSWK
improvement initiatives, developed new low-sulfur products.
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121k)8(/ *22'6 $1' 6(59,

.Q ZH VLIQLEFDQWO\ LQFUHDVHG V
RI eO0OLQJ VWDWLRQV ZLWK UHWDLO C
highly attractive locations.

We continued with our drive for product
range optimizations, continuous marketing
efforts, developing value-added services,
rolling out best retail practices, and focusing
on customer service excellence.

GROWTH IN GROSS PROFIT FROM
6$/(6 2) 121k)8(/ *22'6 $1'
SERVICES

%

BRANDED FUEL

We achieved excellent results in developing
our ECTO-branded fuels that have improved
performance and are environmentally
friendlier.

OD[LPXP FRPEXVWLRQ HIeFLHQF\ RI (&
fuels means higher engine power, less fuel

consumption and less emissions per unit of

net engine power.

ECTO fuels have no aromatics and sulfur
content, which means less harmful emissions
and less environmental footprint, while

low saturated vapor pressure of alkylates is
better for the fuel system of the vehicle and
helps extend its service life.

SHARE OF ECTO FUEL SALES
IN TOTAL DOMESTIC RETAIL
SALES IN 2019

Qo

SALES OF PREMIUM ECTO 100
MOTOR GASOLINE IN 2019
+16%

129

thousand tonnes
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5HeQLQJ ODUNHWLQJ D}»G VWSRO

-» DEVELOPING

BITUMENS
AND LUBRICANTS
SEGMENTS

WE ALSO CONTINUE TO DEVELOP OUR HIGH
VALUE-ADDED POLYMER BITUMEN BUSINESS,
WHERE WE ARE BUILDING AN END-TO-END
VALUE CHAIN FROM THE PLANT TO THE END
CUSTOMER.

WE DEMONSTRATE HIGH GROWTH RATES IN
OUR HIGH VALUE-ADDED LUBRICANT RANGE.
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BITUMENS

We were able to achieve impressive results

in the bitumen segment development in

2019. To develop and produce modern

bituminous materials suited to the climatic

conditions of Russian regions, in 2019, we

opened an innovation research center for the
development of bituminous materials and

launched a revamp of the bitumen production

DW WKH 1L]KQ\ 1RYJRURG 5HeQHU\

This innovation center has the capabilities to

PRGHO WUDIéF ORDGY DQG YHU\ FRPS
conditions for testing bitumen and bitumen

concrete performance in road surfacing. The

center has laboratories and equipment that

are unmatched in Russia in terms of the range

of bitumen and bitumen concrete tests.

The revamp of the bitumen production at

WKH]KQ\ 1IRYJRURG 5HeQHU\ ZLOO LQF
the quality and output of bitumen, including

the output of polymer bitumen products.

GROWTH OF BITUMEN SALES TO ROAD
CONSTRUCTION COMPANIES
vs. 2018

50

BITUMEN SALES IN 2019
+15%

911

thousand tonnes

LUBRICANTS

In our lubricant business we focused on the
development of high value-added lubricant
range. An important step towards sales
geography expansion to Asian markets

was the launch of our new lubricants plant

in Kazakhstan with an annual capacity of

100 thousand t onnes. Upgrades to our
production sites in Perm, Volgograd and
Tyumen were under way in 2019. In Perm, we
launched a project to promote the mobility
DQG éH[LELOLW\ RI WKH SURFHVV éRZ
fast-tracking of orders and boost the volume
and quality of output.

GROWTH OF SALES IN OUR HIGH
9$/8(k$"" (' /8%5,8&$17 5$1*(

5o
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Sustainable development
system management

In 2019, the Strategy and Investment
Committee of the Board of Directors
was renamed the Strategy, Investment
and Sustainability Committee and its
functions were expanded accordingly.
The number of items related to
sustainable development that were
reviewed by the Committee increased
substantially.

Reducing our environmental
impact

Air pollutant emissions across
the Group’s Russian entities were
reduced by 7% year-on-year

to 402 thousand tonnes.

Direct greenhouse gas emissions
across the Group’s Russian entities
were reduced by 3.3%, while the target
had been a 1.2% reduction by 2020
from a 2016 baseline. The Company
thus outperformed its targeted direct
greenhouse gas emissions reductions,
while ramping up hydrocarbon

SURGXFWLRQ DQG UHeQLQJ

the Group’s Russian entities from a 2016
baseline by 1% and 6%, respectively,
even after accounting for emission
sources previously not included.

Board of Directors Report

2019 RESULTS

Oil-contaminated land area was down
by 28% across the Group’s Russian
entities.

We met the waste management KPI
whereby 2019 waste disposal was equal
to waste generation.

Ensuring industrial safety

In 2019, work-related injury rates
remained low across the LUKOIL
Group, with the lost-time accident
frequency rate (LTAFR) at 0.19. The
Company conducted 200 drills and
over 10.7 thousand on-site trainings,
approximately 12 thousand inspections
as part of corporate supervision, and
held the annual Safety Day involving
LUKOIL's top management, trade union
representatives and key contractors.

Digitalization in corporate
training

We implemented corporate training
projects using mobile training
technology. A number of Russian
entities implemented the Safety Culture
¥.R ojekt thet iIFe Ru¥Séquently
rolled out across all Group entities.

Corporate Responsibility

Corporate Governance

2020
AND MID-TERM PRIORITIES

« Reducing our environmental
footprint

» Supporting social and economic
development in the regions of
operation

« Improving working conditions,
hands on training and employee
skills assessments

e ,PSRYLQJ HIEFLHQF\ RI d
our HR potential

* Development of long-term goals
for carbon emissions reduction

Lost-time accident frequency
rate (LTAFR)

2010 N (.19
2010 N 0.20
017 N 0.20

Air pollution emissions by the
Group's Russian entities
thousand tonnes

—7%
2010 N 40?2
2010 | 433
2017 N 503

Oil-contaminated land across
the Group's Russian entities as
at year-end
hectares

-28%
200 [ /3
200 [ 59

2017 [ 60

Effcient APG use across
the Group
%
+0.2 p. p.
2010 [N O7/.6
2ors [ o7.4

2017 [ 95.4

HYHUDJLQ.

Annual Report | 2019
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Operational performance
Exploration and Production segment

EBITDA Hydrocarbon production’
RUB billion million boe per day
+10.9% +1.4%
2010 NN 1,236 2010 NN 2,350
2015 | 1115 2015 | 2,319
2017 | §32 2017 N 2,235
| B
==
Financial result of core operations, a key Key operational indicator

analytical metric used to calculate multiples

for peer comparisons 1 Excluding the West Qurna-2 project.

2019 EBITDA was at an all-time Despite the external production
KLJK ODUJHO\ GXH WR KLJKIHkhitatiohbeérCRussih driven by the
WKURXJKSXW DQG EHWWHU OREG HdoeenedtRn@dxoEarbon

mix, as well as higher production production increased by 1.4% due to
volumes and changes in its structure. developing gas projects in Uzbekistan.
Other positive factors included better The share of high-margin projects in
performance of the retail and trading total production increased substantially.

businesses, lower lifting costs per

barrel, and the adoption of an excess

SUReW WD[ (37 UHJILPH IRU VHYHUDO
license areas.

High corporate responsibility

Effcient APG use Lost-time accident frequency
% rate (LTAFR)

é é
2010 [N O7.6 2010 [N 0.19
200 N o7.4 2010 [ 0.20
2007 [N 054 2017 [N 020

= =
,QéXHQFHV GLUHFW HPLVVLRQV L @Mhhfilikkeyndidatersg Gdedito ehlculate
and is used to calculate the HSE Compliance the HSE Compliance KPI

KPI. In addition, wastewater discharge and
waste disposal rates are also used to calculate

this KPI

,Q HIeFLHQW $3* XVH ZD VInNRDIKtHdLTARR went down to 0.19,
the Company’s key operating regions — while the number of accidents declined
West Siberia, Timan-Pechora and Volga. from 21 to 19.

Annual Report | 2019

Corporate Governance

5HeQLQJ ODUNHWLQJ DQG 'LVWULE
segment

Fuel oil output
RI UHEQLQJ WKURXJKSXW

+1.4 p.p.
2010 [N ©.9%

2010 [ 11.0%
2017 I 12.3%

5HEHFWV WKH TXDOLW\ RI WKH SHWURO
VODWH DW WKH &RPSDQ\NV UHeQHULHV
LPSDFWV UHeQLQJ PDUJLQV

7KH KLIJKHU UHeQLQJ GHSWK UHVX(
RSWLPL]DWLRQV PDGH WR UHeQHU!'
operating modes, including through

FURVV VXSSOLHV EHWZHHQ UHeQH!

. KPI - key performance
indicators of the Group,
ZKLFK GHeQH WKH OHYHO RI
achievement of strategic
targets.

= Incentive KPI - is factored
in when calculating the
annual bonus payable to top
managers.
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GENERAL SHAREHOLDERS
MEETING

The General Shareholders Meeting is
the Company’s supreme governance
body. The Annual General Shareholders
Meeting is held every year in the form
of joint attendance. An Extraordinary
Shareholders Meeting was also held in
2019, in the form of absentee voting.

BOARD
OF DIRECTORS

The Board of Directors is responsible
for the general management of the

CHANGES IN THE BOARD
OF DIRECTORS

« lgor Ivanov, Richard Matzke and
Ivan Pictet resigned

&RPSDQ\NV RSHUDWLRQV IRU

its shareholders.

BOARD OF DIRECTORS COMPOSITION

VALERY RAVIL
GRAYFER MAGANOV
1929-2020 Born in 1954

® Chairman of the Board
of Directors

Vice Chairman of the
Board of Directors

* Non-Executive Director

Executive Director

First Executive Vice
President (Exploration
and Production)

Investment and

Sustainability Committee

ROGER SERGEY
MUNNINGS SHATALOV
Born in 1950 Born in 1950

* Independent Director

¢ Chairman of the HR
and Compensation
Committee

* Independent Director
¢ Chairman of the

* Member of the Audit
Committee

Member of the Strategy,

Strategy, Investment and
Sustainability Committee

2.99%

e 1f
VAGIT
ALEKPEROV

Born in 1950

* President
of PISCLUKOIL

* Executive Director

¢ Chairman of the
Management
Committee

0.43%
LYUBOV
KHOBA

Born in 1957

* Non-Executive Director

VICTOR
BLAZHEEV

Born in 1961
Independent Director

Chairman of the Audit
Committee

Member of the HR

and Compensation
Committee

WOLFGANG
SCHUSSEL

Born in 1945
* Independent Director

* Member of the HR
and Compensation
Committee

WKH EHQHeéW RI

» Pavel Teplukhin, Sergey
Shatalov and Wolfgang Schiissel

were elected

TOBY TRISTER
GATI

Born in 1946
* Independent Director

* Member of the Strategy,
Investment and
Sustainability Committee

1.40%
e 2f

LEONID
FEDUN

Born in 1956
* Executive Director

*® Vice President for
Strategic Development

* Member of the Strategy,
Investment and
Sustainability Committee

PAVEL
TEPLUKHIN

Born in 1964
* Independent Director

* Member of the Audit
Committee

% Executive
directors

A Non-executive
directors

Independent
directors

Share in the Company’s
charter capital as at
December 31, 2019.

The composition of the
Board of Directors as at
December 31, 2019

1 As at December 31, 2019, the

aggregate percentage of shares in
PJSC LUKOIL which Mr. Alekperov

GLUHFWO\ RZQV RU LV D EHQHEé

of (including through family trusts
and mutual funds), was 27.39%.
Mr. Alekper ov directly owned
DQG ZDV D EHQHeFLDU\
(including through family trusts
and mutual funds) of 24.40%, of
the shares in PJSC LUKOIL.
2 As at December 31, 2019, the
aggregate percentage of shares
in PIJSC LUKOIL which Mr. Fedun
directly and/or indirectly owns,
DQG RU LV D EHQHeFLDU\ RI
9.07%

ZD)

»






Letter from Vice Chairman of the Board of Directors

[

»

LETTER FROM THE
VICE CHAIRMAN
OF THE BOARD

OF DIRECTORS

Dear Shareholders,

| am happy to note that, despite a volatile
environment, LUKOIL continued its
development in 2019 in a sustainable way
fully in line with its stated strategy. This
evidences the high level of effectiveness

Committee. The Committee itself was
renamed the Strategy, Investment
and Sustainability Committee. Last
year, the Board of Directors reviewed
over ten matters on various aspects of

DQG éH[LELOLW\ RI WKH &R P S &ugaihailify,Riol SRty tbré rhatters

governance system.

One of the priorities for the Board

is the development and continuous
improvement of the corporate governance
system. This enables the Company to

related to climate change.

Given the high importance of the climate
agenda, in 2019, the Board developed

a better understanding of this topic by
reviewing the trends in the global liquid

FRQVWDQWO\ LQFUHDVH WKH HyeérédathghmaiRét and the Company’s

the business processes and successfully
achieve the Company'’s targets.

Recognizing the growing importance

of sustainable development factors, in
2019, the Board of Directors resolved to
improve the Company’s sustainability
management system by expanding the
roles of the Strategy and Investment

»

adaption to the ongoing global transition
to a low-carbon economy.

The Board also reviewed the feedback
from investors, including on the climate
agenda. To further increase the Board's
awareness, the Independent Directors
Sergey Shatalov and Pavel Teplukhin met
with representatives from an ESG-focused

investment fund. The participation

of Independent Director Toby Gati in
the meetings of the Working Group

on Sustainability made an important
contribution to further improvement of
the sustainability management system.

In 2019, the composition of the Board
was refreshed by more than a quarter,

ZKLFK UHVXOWHG LQ D VLIJQLeFDQW

change. As a result, the number of
independent directors serving on the
Board exceeded the number of executive
and non-executive directors. In this
context, | would like to highlight the
additions in the membership of the HR
and Compensation Committee, which is
now entirely composed of independent
directors, fully in line with the Corporate
Governance Code recommendations and
best practice.

In 2019, the Board of Directors
conducted another self-assessment of
its performance, the results of which

FRQéEUPHG WKH VWURQJ DQG DFWLYF

performance of all Board members

and a high level of control over all key
matters. In order to improve the Board
performance assessment procedure the
Board resolved to amend the Regulations
on Performance Assessment of the Board
of Directors. The HR and Compensation
Committee was briefed on a preview

of matters concerning the external
assessment of Board performance.

An important highlight of the year was

the decision to change the Company’s
approaches to capital distribution and

improve the Dividend Policy based on
best market practices.

In 2019, we maintained a strong focus
on controlling the implementation of

the Strategic Development Program, the
integral part of which is the Functional
Development Program for IT. This
Functional Program contributes to
LQFUHDVLQJ HIeFLHQF\
improving corporate information security.
The Board of Directors notes that the
Program has been successfully executed
across all business segments.

The effective development of the
corporate governance system requires
compliance with the highest ethical
standards. In 2019, we made an

UHGXFLQJ FI
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important decision to develop an anti-

FRUUXSWLRQ SROLF\ ZKLFK GHeQHV XQLI
anti-corruption principles, goals and

objectives.

«3 In 2019, we focused on matters related to implementing the
6WUDWHJILF '"HYHORSPHQW 3URJUDP LPSURYLQJ Hle
optimizing costs, while placing a special emphasis on improving
the sustainability management system. In particular, the
&RPPLWWHHNV UROHV ZHUH H[SDQGHG WR UHéHFW
and the Committee was renamed the ~ Strategy, Investment
and Sustainability Committee. Over the course of the year,
we reviewed matters on the climate agenda, which became
HVSHFLDOO\ UHOHYDQW DIWHU 5XVVLD UDWLeHG W

Furthermore, we continued making
improvements to the internal audit,
risk management and internal control
systems. The Extraordinary General
Shareholders Meeting resolved to

dissolve the Audit Commission, in order in 2018
to eliminate the duplication of functions An important highlight of the year was the decision to change
and improve the system’s performance. the Company’s approaches to capital distribution and approve

changes to its Dividend Policy, based on a comprehensive

, DP KDSS\ WR FRQ&UP WKDW DGKHUHQFH WR review of internal and external factors. ))
the strategy, including the commitment
to sustainable development principles
and continuous improvement of the
corporate governance system, contribute
WR WKH HIeFLHQW GHYHORSPHQW DQG VWDELOLW\
of the Company’s business, as well as

to the creation of shareholder value in ((
a rapidly changing and highly ¢ ompetitive

environment.

SERGEY SHATALOV
Chairman of the Strategy, Investment and Sustainability Committee

In 2019, we continued to enhance the internal audit system,
and improve the effectiveness of the internal control and

risk management systems. The Committee has reviewed

the results of an external assessment of internal audit at

the Company, according to which LUKOIL's internal audit
broadly complies with the International Professional Practices
Framework (IPPF), and meets the expectations of the
Company’s management.

Itis with great sadness thatwe — acknowledge
the death of Valery Grayfer in April 2020.
Mr. Grayfer had been the Chairman of the
Board of Directors of PJSC LUKOIL since
2000 and made inestimable contribution

to the development of the Company and Our recommendations to the Board of Directors regarding

the Russian oil industry as a whole. WKH QHHG WR GHYHORS DQ DQWL FRUUXSWLRQ SR
uniform anti-corruption principles, goals and objectives

On behalf of the Board of Directors, represent an important milestone in our efforts to improve the

I would like to thank all our shareholders Company's sustainable development practices. ~ ))

for placing their trust in LUKOIL and

its management, and | am pleased to
present the Board of Directors Report

on the Results of the Priority Business
Directions Development of PJSC LUKOIL
in 2019.

VICTOR BLAZHEEV
Chairman of the Audit Committee

(( In 2019, the composition of the Company’s Board of Directors
was refreshed by more than one quarter, with the share of
independent directors on the Board increasing to 55%. Prior
to the Annual General Shareholders Meeting that elected the
Board of Directors, the Committee assessed the professional
TXDOLéFDWLRQV H[SHULHQFH DQG LQGHSHQGHQF
to the Board of Directors.

A particular focus was placed on sustainable development

SUDFWLFHV VSHFLeFDOO\ RQ HWKLFV DQG REVHU"
rights. The Committee has reviewed the progress in the

implementation of the new version of the Code of Business

Conduct and Ethics of PJSC LUKOIL, approved in 2018. The

Committee has also reviewed matters related to safeguarding

employee rights and interests, as well as surveys of employee

Ravil Maga nov morale and motivation across the LUKOIL Group.
Vice Chairman of the Board ROGER MUNNINGS
of Directors Chairman of the HR and Compensation Committee
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EXPLORATION AND PRODUCTION

MACROECONOMIC OVERVIEW

Oil prices were moderately volatile The average price of Urals crude The ruble depreciated against

in 2019, in the range of USD 53-75 per in 2019 was down by 8.4% year-on- WKH 86bGROODU E\ RQ DYHUDJF
EDUUHO 7KH SULFH JURZWK L@ DMK W R UB\BWb SHU EDUUH Qo RUB/IBLY 6413, having a positive

six months of the year from USD 53 the net price of Urals (net of the mineral impact on ruble-denominated Urals

per barrel to an annual high of USD 75 extraction tax (MET) and export price, which was down by 5.4% year-

per barrel was driven by supply cuts duty) was down by only 5.8% due on-year. The ruble-denominated net

on the back of successful implementation to the positive time lag effect of MET price was down by 2.8%.

of the OPEC+ agreement, and mounting and export duty and the progressive

geopolitical risks. formula used to calculate them.

Russian oil exporter’s revenue breakdown

2017 2018 2019 Change 20192018, %

$ per barrel
Urals crude price 53.1 69.7 63.9 -8.4
Mineral extraction tax 19.1 27.2 27.6 1.3
Export duty 1.9 17.6 12.9 -27.0
Net oil price 22.1 24.9 23.4 -5.8

RUB per barrel

Urals crude price 3,098 4,371 4,136 -5.4
Mineral extraction tax T4 1,708 1,786 4.6
Export duty 693 1,104 832 -24.6
Net oil price 1,291 1,562 1,518 -2.8

EXPLORATION AND PRODUCTION SEGMENT FINANCIAL Exploration and Production
HIGHLIGHTS segment performance,

RUB billion
Despite lower crude oil price The hydrocarbon lifting costs per barrel,
and the introduction of an addition excluding the West Qurna-2 project, I 894 (+2.7%)
to the mineral extraction tax, were down by 2.5% year-on-year. 2019 I 474 (0.9%)
Exploration and Production segment 470
EBITDA was up by 2.7%, mainly driven Exploration and Production segment 2018 I 508
by higher oil and gas production, better capital expenditures remained almost
oil production structure in Russia, lower éDW \HDU RQ \HDU DW 58% E imSafsnietem 560
lifting costs per barrel, and the adoption 2017 I 270
of TAI regime for several license areas.

M EBITDA

B 3UReW

Capital expenditures
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HEALTH AND SAFETY

KEY TARGETS
OF THE INDUSTRIAL
SAFETY PROGRAM

Improve working conditions

and oc cupational safety, thereby
reducing work-related injury

and occupational disease rates

Reduce the risks of accidents,
LQFLGHQWYV éeUHV DQG
at the Group'’s facilities

Ensuring safe working conditions
and compliance with occupational
safety regulations are our major
priorities. LUKOIL has maintained
a consistently high ranking among
Russia’s largest oil and gas companies
for its health and safety performance.
In 2019, the number of occupational
accidents involving Group employees
H P khré &Wntdy Y0% compared to 2018.
As a result, the lost-time accident
frequency rate (LTAFR) decreased

to 0.19. The main injury causes in 2019

2019 RESULTS

Improved working conditions

Reduced number of occupational
accidents

Maintained lo w injury rates

Conduct ed drills and on-site
trainings

Conduct ed Company-wide Safety
Day

Conduct ed inspections as part
of the internal audit and corporate
supervision procedure

were violations of workplace discipline,

failure to use of personal protective

organizations.

Corporate Responsibility

In 2019, two fatalities occurred at Group

Corporate Governance

7KH eUVW IDWDOLW\ ZDV FDXVHG
E\ DQ DVVDXOW RQ D é00LQJ VWDW
operator in the Voronezh Region.

A review of the circumstances was

conducted, followed by unscheduled

HPSOR\HH VHFXULW\ EULHEéEQJIV
communication of rules of behavior

in life-threatening situations,

DQG LGHQWLeFDWLRQ RI ZRUNSODF
level. A decision was also made to set

XS D SURMHFW RIéFH DW WKH FRUS
OHYHO WR GHYHORS D XQLéHG WHF
solution for a remote operations

security monitoring system covering all

LQVXIeFLHQW VDIHW\ VXSHU¥DWLR VWDWLRQV DFURVV RXU UH

in Russia.

HTXLSPHQW DQG YLRODWLRQ RI WUDIéF UXOHV

The second fatality involving

a LUKOIL employee occurred

LQ D WUDIeF DFFLGHQW LQ WKH 3H
As of the end of 2019, the investigation

of the circumstances of the accident

was still ongoing.

Work-related injury indicators at LUKOIL Group

2020 PRIORITIES

» Works to reduce the number
and types of hazardous operations
and minimize the human factor

« Automation and modernization
of technology processes

« Further de velopment
of the culture of safety

« Adopt and r oll out best HSE
ODQDJHPHQW DQG éeUH
practices across the Group

« System upgrades and repair
RI DXWRPDWLF eUH SUR

Change
2017 2018 2019 20192018, %
Number of occupational accidents 20 21 19 -10
Number of injured employees 22 23 25 9
Fatalities 4 1 2
Lost-time accident frequency rate 0.20 0.20 0.19
(LTAFR)!
Lost-time injury frequency rate 0.2 0.13
(LTIFR)?

' LTAFR is calculated as the number of work-related
injuries per thousand people of the average
headcount during the reporting period.

DIHW\

WHFWLRQ XQLWV

*LTIFR is calculated as the number of lost-time injuries
per million of total man-hours worked.
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In 2019, we had two accidents The second accident occurred — INVOLVEMENT IN HSE
at production facilities and petroleum at an oil depot in the Republic of Komi, LEGISLATIVE INITIATIVES
product supply entities at oil depots. where an explosive mixture ignited
while gasoline was being pumped LUKOIL has standing representatives

7KH @UVW DFFLGHQW RFFXU tirnd tAhko WhbtheFE There in working groups under the Ministry
loading rack at an oil depot in Belarus were no injuries and no downtime. gfoizf;gz;;,tgi(ﬁ;sEglfsdg(;?rt]ﬁ?t’tee
as a result of static electricity generated A technical investigation established on Technical Regulation, Standardization
E\ D IUHH IDOOLQJ éRZ 7KH UHat thélrodi cause of the accident was and Compliance, an important vehicle
injuries, and as at the end of 2019 the oil that the pumping unit did not conform for developing and amending both
depot was closed for repair. A decision to the design documentation. the Russian legislation and Company

. . regulations. In 2019, our involvement
was made to improve petroleum A decision was made to develop resulted in the approval and enactment
product loading processes across DQG LPSOHPHQW D UHWURe&W SUkRNhiZTWOrder No. 167-st
the Group, and in particular to install for the oil depot’s pumping unit. dated April 25, 2019 of a new technical
bottom loading systems at oil depots, standard, GOST R 58404-2019 "Filling
provide oil depots with backup gas All information about accidents 22231;'gg:&zgsvgix:zt;zhg;ied
analyzers, and check dimensions of tank was reviewed at the Health, Safety trucks.
trucks prior to loading. and Environment Committee

Rl 3-6&b/8.2,/ DQG DW WKH %RDUG
of Directors meeting in December 2019.

Accidents at LUKOIL's production facilities

2017 2018 2019
Accidents 6 0 2

LEADERSHIP AND SAFETY CULTURE —

NOTIFICATION SYSTEM I

Over the past three years, LUKOIL has As part of the shared agenda LUKOIL Group has uniform

put a particular focus on fostering with the International Association UHTXLUHPHQWYV IRU WKH QRWLEFDWLF

leadership and safety culture. This of Trade Union Organizations, training recording and analysis procedures

. Lo S . . for occupational accidents.

is embodied in the following initiatives: under the Leadership and the Safety S I

’ . - All injuries at Group facilities,

« Conducting annual safety day s Culture program was provided during including those involving contractor
involving LUKOIL's top management, 2019 to workplace technical inspectors employees, are promptly reported
managers of Group entities, trade of the Association. The Company plans to all stakeholders, including LUKOIL's
union representatives and key to deliver training under the program S"ucwal units and executives,

. . to decide on further rapid response
contractors to review the root WR KHDOWK DQG VDIHW\ RIéFHUV . the incoming information
causes of injuries and best practices is registered in our RISK PB
in health and safety. A project We continued to roll out best practices corporate information management
to visualize accident reviews was in safety procedure digitization, Y\V w Htp 7K Hd eQG '—fQ”J V' RI WKH DQDO\V
initiated at the 2019 Safety Day with a number of practices approved orcircumstances and causes Toflowing

. an investigation of each incident

« Implementing k ey safety rules at the corporate Safety Day are communicated to Group entities
and appropriate accountability already being implemented across and contractors, and additionally
mechanisms across the Group the Company. Another project that discussed both at the Health,

. - . . Safety and Environment Committee
to ensure compliance among both is currently being put to practice
P 9 y 9p p . of PISCLUKOIL and Safety Days
Group employees ang contractor.s. LV DXWRPDWHG VDIHW\ EULH e @ Me involvement of trade unions

« Conducting leadership safety visits and key contractors. Organizational

involving the Company management and technical measures to prevent
injuries are developed, implemented
and tested. The occupational
accident analysis results
are included in the annual report
to the Management Committee
and on the agenda of Board
of Directors meetings.
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KEY TARGETS
OF THE ENVIRONMENTAL SAFETY
PROGRAM

* ,QFUHDVH HIéFLHQW $3* XVH UDWHV

Reduce air pollutant and greenhouse gas emissions

Ensure treatment of the wastewater discharged into
water bodies and centralized wastewater collection
systems as required by applicable standards

Disposal of hazardous waste accumulated
and prevention of further hazardous waste
accumulation

2019 RESULTS

e (lIeFLHQW $3* XVH UDWH DFURVV WKH 1
reached 97.5%

« Air pollutant emissions across the Gr oup’s
Russian entities were reduced by 7% year-on-year
to 402 thousand t onnes

« Mid-term target to reduce Scope 1 greenhouse gas
emissions was exceeded by 2 percentage points

« Wastewater discharge across the Group’s Russian
HQWLWLHY UHPDLQHG éDW \HDU RQ \H

* Met the waste management KPI whereby 2019 waste
disposal was equal to waste generation volumes

2020 PRIORITIES

e ODLQWDLQ HIeFLHQW $3* XVH UDWHYV D
at a level not lower than 95%

Maintain levels of pollutant emissions and discharges,
water consumption, and waste generation as required
by applicable standards

Set further targets t o reduce Scope 1 greenhouse gas
emissions

Prepare an inventory of direct and indirect greenhouse
gas emission sources under the GHG Protocol standard

Further efforts under the World Bank’s Zero Routine
Flaring by 2030 initiative

URX S N0k QW@@I@%%H@QVM Group’s Russian entities

in the reporting year remained almost unchanged year-on-

FURVYV

ENVIRONMENTAL PROTECTION

We are highly aware of our social responsibility to preserve

the environment and use natural resources sustainably,
and strictly comply with the national legislation

of the countries in which we operate, conforming

with the highest environmental protection standards.

A number of key environmental impact metrics were improved
in 2019. APG use rate across the Group’s Russian entities was

increased to 97.5%. Air pollutant emissions were reduced
by 7% year-on-year to 402 thousand tonnes as a result

Rl éDULQJ UHGXFWLRQ PHDVXUHYV ZKLOH JDV éDI

oil and gas producing entities was down by 4% year-on-year

to 299 million cubic meters.

Almost all of our water consumption for operational needs

is used in industrial processes, with over 66% utilized

for power generation and approximately 15% for formation

pressure maintenance systems. Water consumption

year, at 358 million cubic meters.

Production waste disposal across the Group’s Russian
entities was 1,642 thousand tonnes, up 4% year-on-year,

with 2019 waste disposal equal to waste generation volumes.
Of the total waste generated by the Group in 2019, hazardous

waste (hazard classes 1 to 3, according to the Russian
FODVVLeFDWLRQ DFFRXQWHG IRU
class 4) for 77%, and non-hazardous (hazard class 5)

for 8%. 68% of the waste was drilling waste. The area of oil-
contaminated land at year-end was down by 28% year-on-year

to 43 hectares.

CLIMATE CHANGE

WKH *URXS

LUKOIL recognizes the importance of preventing global
climate change and supports Russia’s involvement

in the global effort to reduce greenhouse gas emissions.
We are involved in developing a statutory and regulatory

framework governing greenhouse gas emissions management

in Russia and will plan our operations in accordance
with the resulting decisions.

ORZ KD]DU(
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ENERGY EFFICIENCY

/8.2,/ *URXS YLHZV HQHUJ\ HIGdsHI&Of increasing energy effciency initiatives across LUKOIL

improvements across all business areas Group
as a strategic priority under its Strategic
Development Program for 2018-2027. 2017 2018 2019
JH\ HQHUJ\ HIGFLHQF\ LQLWLDV@'EW—F\}”@'”QS million kwh 66 98 159
included replacing pumps, optimizing Heat savings, thousand Gcal 186 101 92
pump operation, installing energy
saving pumps and variable frequency Energy consumption of PJSC LUKOIL,
drives, replacing and upgrading on-site
HTXLSPHQW WR ERRVW HIeFLHQIP\ IDFWRU
upgrading lighting and heating solutions, )
. 2019 consumption
replacement and adjustment of furnaces,
optimization of condensate collection by monetary value (including
and recirculation. by volume VAT), RUB million
Electric power 20,702 thousand 119.0
During the year, we increased kwh
WKH QXPEHU RI DUWLéEFLDO O LHaAt &P V 13,979 Geal 26.1

with permanent magnet motors

(PMSM) by 31% as part of our program

IRU WUDQVLWLRQLQJ WR HQH LYW BFIHHENL QJ ODUNHWLQJRSHUDWLQJ H[SHQVHYV DQG WKHLU

pumps. By the end of the year, PMSMs and Distribution segment, our energy use is among the Group’s major
ZHUH LQVWDOOHG DW Rl R¥XWePUMQEFBEDA®JIJUDP LQFOXG HyodisHID&Nfuel and energy consumed
lift wells. All asynchronous motors integration of facilities that produce by LUKOIL Group include electricity
are planned to be replaced with PMSMs and consume heat, as well as furnace (25%), heat (17%), and fuel (58%).
E\ 2XU éHHW RI HQHUJ\ HIBHFAHQMPF\ XSJUDGHV DQG PD ih2d1PL33% of total industrial power
reservoir pressure maintenance pumps HIEFLHQW LQGXVWULDO JDV Xbdhdumption was covered by our own
grew by 30% in 2019. In 2019, the cost sources.

savings effect from these initiatives was Fuel and energy resources (FER)

over 12% of attributable electricity costs. PDNH XS D VLIJQLeFDQW SDUW RI1 /8.2,/NV

MANAGING ELECTRIC POWER DEMAND

In June 2019, the Company joined a demand management pilot project in Russia’s wholesale electricity and capacity market (WECM). LUKOIL's
participating entities (LLC LUKOIL-West Siberia and LLC LUKOIL-PERM as of the end of 2019) will be able to reduce their electricity purchasing
costs and indirect greenhouse gas emissions.

The pilot project participants will receive payments in the WECM system services market for reducing capacity consumption during peak hours.
ODQDJHG GHPDQG UHGXFWLRQ LV D EHWWHU RSWLRQ IRU WKH SRZHU PDUNHW WKDQ ORDGLQ]
PDQDJHPHQW V\VWHP ZLOO FRQWULEXWH WR UHGXFLQJ FRVWY DQG JUHHQKRXVH JDV HPLVVL
improving the overall reliability of the power grid.

PRUH H[SFH

RQV WR
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Personnel by education level Personnel by segment Personnel by geography
as at December 31, 2019, % as at December 31, 2019, % as at December 31, 2019, %
32
23 16
36
53
59
24 84
M Higher Il Exploration and Production Other business M Russian entities Il Foreign entities
M Secondary vocational B 5HeQLQJ O0DUNHWLRBICHm@te
Primary vocational, secondary, below secondary Distribution
Personnel incentives. Motivating 389 employees — ministerial awards,
our personnel to put in their best and 1,966 employees — Company For more details on top management
HIIRUW LQYROYHV SURYLGLQWaBEIRWK €QDQFLDO remuneration, see the Top Management
Remuneration System section on Page 120.

DQG QRQ ¢QDQFLDO LQFHQWLYHV 1RQ
@QDQFLDO LQFHQWLYHV LQFDKGadayew aré\témunerated

ministerial and corporate awards, such according to the Regulations
DV FHUWLeFDWHVY RI PHULW RQ&XS-GEW\WRUNODQDIHPHQW
of gratitude. In the course of 2019, Remuneration and Incentive System.

41 employees received state awards,

Motivation system

7TRWDO UHPXQHUDWLRQ

Financial 1RQ eQDQFLDO

Fixed 9DULDEOH 6RFLDO EHQHeW  Additional

component component programs EH Q HewV

U %DVH vDOoDU\ U 6KRUW WHUP U 0DQGDWRU\ U *HQHUDOO\ DYDLODEOH

U $GGLWLRQDO SIROPSLEN Rl G U )RU HOLJLEOH

SD\PHQWV U /RQJ WHUP U 9ROXQWD U\ HPSOR\HH
ERQXVHV FRUSRUDWH

Staff performance assessments are carried out by employees’ criteria, procedures and results.
are carried out annually immediate supervisors based on self- The assessment results are forwarded
and are designed to motivate assessment and an expert assessment, WR PDQDJHUV WR FDOFXODWH SUR
employees to improve their productivity if applicable. Both specialists ratios that are used to determine
and performance, strengthen and managers are assessed. Employees bonuses.
their accountability, and encourage are informed of the upcoming
initiative. Performance assessments assessment objectives, deadlines,
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— EMPLOYMENT SATISFACTION

Employee satisfaction is one of the key
process. We run monitoring of employee

two years to assess job satisfaction level,
identify priorities as well as the most and least
relevant remuneration forms. We have
psychological resilience trainings to reduce

performance measures of the HR Management

morale and motivation across the Group every

occupational risks related to stress and social
and psychological adaptation.

Positive workplace atmosphere attributes
include:
* Human rights ar e observed

« Positive team environment maintained

(PSORHV DUH VDWLVeHG ZLWK WKHLU MF

Opportunity to r ealize one’s potential
and be proactive

Constructiv e relationships, based on trust

Support and assistance betw een
employees and business units encouraged

Employee development system.

The Company has a continuous training
system in place to provide its personnel
with all the necessary knowledge

and skills. By training our employees,
we successfully address challenges
associated with new business activities
and maintain our competitive edge,
which results in improved employee
performance and lower costs. Employee
development is based on annual
professional development plans.

— DIGITALIZATION
IN CORPORATE TRAINING

The mobile training technology

was successfully implemented

in 2019 as per our plans, with MOOC-
type projects and the AR-enabled
Leadership Program launched. Safety
Culture 4.0 mobile application was
successfully piloted in the Group’s six
Russian entities in 2019, and a decision
was made to roll out the solution
across other Group entities and further
enhance its functionality in 2020.

A new project to build a single

digital platform of internal policies

and procedures was initiated

at the 2019 Safety Day.

REGULATIONS
AND POLICIES

TRADE
UNION

BUSINESS
ETHICS
COMMISSION

Professional Training Days

are held twice a year for all managers
of the Group entities to discuss

the most pressing matters. In 2019,
topics discussed included leadership
and building effective teams looking
at engagement through delegation.

In order to perform its employee
training, the Company uses workshops,
seminars, trainings, secondments,
professional development and retraining
programs, as well as professional
training days. In 2019, 78 thousand
employees completed training (or 77%
of the average headcount).

LUKOIL has a distance learning system
that helps to optimize compulsory
training costs. The Group has 59 entities

EMPLOYEE
MOTIVATION
SURVEY

EMPLOYEE
MORALE
MONITORING

connected to the system with more
than 98 thousand users. More than
bWKRXVDQG WUDLQLQJ FRXUVHV ZtF
WDXJKW LQ LQFOXGLQJ RYHU bW
courses on HSE and over 17 thousand
courses on civil defense and protection
against disasters. Total training time
exceeded 2 million hours.

We also deployed a Corporate
Knowledge Management System
(covering over 12 thousand employees)
WR LPSURYH RSHUDWLRQDO HIeFLH
and drive innovation from within

the Group. This framework helps

to capture and disseminate

best practices, ensure effective
communications, and jointly explore
and address common operational
problems.



About the Company

The Company also works with overseas
companies and international
organizations on HR development.

A Memorandum of Intent was

signed on HR development

with Total in 2019 envisaging

employee secondments to facilitate

Board of Directors Report

Talent pool management. Building
our talent pool ensures the continuity

of management. The grounds for being
added to the talent pool include
employee performance, professional
and business qualities, and potential

for managerial tasks. The Group entities

PXWXDOO\ EHQHeFLDO H]IF K Dr@iadtdinRhleiE&levigool rosters

practices. Secondments to two
Russian entities of the Group were

and the candidates in the pool have
steady development tracks. We prepare

RUJDQL]JHG IRU -6&b8]EHN Q HihdiMidlddd threevdat bevelopment plans
‘HbFRQWLQXHG OLDLVRQ ZL MboKeathkehhpdye® inthe/talént pool

of Petroleum and Natural Resources

of the Arab Republic of Egypt

regarding LUKOIL's support of their staff
development project; agreement was
reached that a group of Egypt's energy
sector professionals would be sent

for a secondment at LUKOIL.

— EDUCATIONAL PROGRAMS
FOR ENGINEERS

To train engineers, we collaborate
with leading higher educational
institutions that offer oil

and gas degree programs. There

are cooperative agreements

signed between the Group

entities and 60 higher education
and vocational training institutions.
Eight anchor departments have

been set up at universities

and are in operation. In 2019,

a Cooperation agreement was
signed with the Perm Territory
regional government to establish

the “Sustainable Subsoil Use” world-
class research center in Perm to train
petroleum engineers, leveraging
LUKOIL's experience, research
capabilities and operational resources.

and monitor their progress annually,
changing and amending the plans
where appropriate. These development
plans are supervised by the Company’s
Vice Presidents and the top managers
of its subsidiaries.

Diversifcation.

In implementing its HR Policy, LUKOIL
is guided by the principles outlined

in the conventions of the United
Nations and the International Labor
Organization. LUKOIL has zero
tolerance for any form of discrimination
and provides equal opportunities to all
its employees.

To facilitate employment opportunities
for people with disabilities, we have
local regulations in place on job quotas

Corporate Responsibility

Corporate Governance

also pursues an extensive social
policy offering a variety of guarantees
and privileges that all employees

of the Group entities are entitled

to. Collective bargaining agreements
cover 96% of the employees

at our Russian entities and 50%

of employees at our international
entities.

Total 2019 expenditures for social
programs for employees, members

of their families, and retired employees
amounted to RUB 17 billion. Major
programs include healthcare,

housing and private pension plans

for employees.

Human rights. LUKOIL embraces

and respects fundamental human rights
and is committed to the fundamental
principles of the UN Universal
Declaration of Human Rights in its
activities. These include employee
equality and prohibiting any form

of forced or child labor, discrimination,
or degrading or humiliating treatment.
We comply with the statutory

working hours applied in our countries
of operation while being committed

to promoting the development

of our employees, maintaining

for disabled persons. The TXRW D b LV b R& effective employee remuneration

average 2% to 3% of the Company’s
average headcount and is set
individually for each region of operation.

system, and offering equal pay
for equal work. Our commitments
under the UN Global Compact

6SHFLDO ZRUNLQJ FRQGLWL R toEaH @dibad\and activities

and guarantees are provided

for disabled employees, including
shorter working hours for the same
salary and longer annual leave, as well
as suitable workplaces with customized

of the Company.

We also encourage all organizations
we work with to support
and respect human rights. When

equipmentand DGGLWLRQDO eW W ksi@ning agreements with contractors

Social policy for employees. Our

social policy is governed by the Social
Codeof 3-6&b/8.2,/ the Agreement
between the Employer and the Trade
Union Association of Public Joint Stock
Company “Oil Company ‘LUKOIL™

for 20152020, collective bargaining
agreements, and other internal
regulations on social policy. LUKOIL

and during their performance

of contracted works or services,

the relevant units of the Company

audit the counterparty’s compliance
with human rights laws and regulations.
If any breachesare LGHQWLeéHG
we suspend all engagements

with the counterparty until these
breaches are remedied, or terminate
engagement if they are not.
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The Company maintains a constructive
dialog with government authorities,
employers and trade unions

on corporate social responsibility

and respect for human rights in its
regions of operation.

LUKOIL also cooperates

with the International Labor
Organization (ILO). In 2019,

our representatives participated

in a meeting in which Guy Rider, ILO
Director General, hailed LUKOIL's
contribution to the ILO’s efforts

to promote youth employment. LUKOIL
also participated in the landmark
session of the International Labor
Conference in Geneva and in the high-
level event on youth employment

on the margins of the 74th session

of the UN General Assembly.

Our core principles and approaches

in business ethics, human rights

and stakeholder engagement

are set forth in the Code of Business
Conduct and Ethics of 3-6&b/8.2,/
With an updated version of the Code
approved at the end of 2018, in 2019
HR departments communicated

its provisions to all employees

of the Group entities and joint ventures.
The Code compliance is also routinely
reviewed at corporate events, including
with top management participation.
The provisions of the Code are aligned
with the UN and ILO conventions

The full text of the Code of Business Conduct
and Ethics of PISCLUKOIL is available
on the Company’s website

Employees can discuss business
ethics and human rights matters

with entity-level HR departments

and with independent trade union
organizations. To ensure compliance
with the corporate business ethics
standards, including respect for human
rights, a Business Ethics Commission
was set up, chaired by the Company’s
President. Any Company employee
(including from international

entities) can approach Company
management. Other stakeholders

can liaise with the Commission

using the contact phone numbers
listed in the Whistleblowing section

of the Code of Business Conduct

and Ethics. The Company accepts
anonymous reports that may be
submitted via communication channels
available on a 24-hour basis (email,
speak-up hotline).

All reports are investigated, including
with the involvement of the employer
entity and, if necessary, a trade
union representative. The reporting

on HWKLFDO EXVLQHVV FR Q G XBiVidudli®alWwaysHept informed

by the Russian Federation.

about the progress and the outcome

of their complaint. If any breaches

of the law or corporate policies

are established, the incident is raised
with the manager, recommendations
for remediation are made,

and a feedback channel is established
with the reporting individual.

The Business Ethics Commission
registered seven reports in 2019;

all of them were reviewed within

an average review period of two
weeks. In each case, measures were
taken to prevent negative situations
from escalating. During 2019, LUKOIL did
not receive any complaints concerning
human rights, including with regard

to contractors working at the Group’s
facilities.

For more details on our corporate business

ethics, see the Business Ethics section.
See page 134

For more details on business ethics reporting

channels, see the Reference Information section.
See page 148

The Company'’s key principles

and approaches to social responsibility
are described in the Social Code

Rl 3-6&b/8.2,/

The full text of the Social Code of PJISC LUKOIL
is available on the Company’s website

HR audits are a tool to monitor
employee labor rights compliance.
These are conducted together

with the Internal Audit Service

of PISCLUKOIL or by our HR team
only. This type of monitoring looks

at compliance of the Company’s
regulations and policies with Russian
law. The audit looks at having

proper employment contracts

in place, employee pay and incentive
arrangements, employee personal
data protection and provision

of compensations and guarantees.
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CONTRIBUTION TO SOCIETY
AND GOVERNMENT RELATIONS

| Conscious of our responsibility In selecting charity recipients, we favor
2019 RESULTS to all stakeholders in the countries civic initiatives aimed at fostering
and regions in which we operate, economic growth and social stability
+ Signed new c ooperative LUKOIL maintains an open line in our operating regions. LUKOIL's
agreements with regions L . . . . .
of operation of communication with them, including corporate philanthropy is structured
through our reports and targeted DURXQG WKHVH YDOXHV 6LJQLéFD
* Delivered on a number programs, while being mindful supported by LUKOIL are run through
of charitable and sponsorship . ! . .
projects for education, healthcare, RI WKH FXOWXUDO DQG KLV WdRIbparbéships Rith Aussian regions.
culture, and social infrastructure of each community.
construction We also support projects aimed
« Opened the Oil Pa vilion at VDNH The Company outlines the following at developing local communities,
park in Moscow — Russia’s largest categories of stakeholders: such as support for vulnerable groups,
multimedia exposition in applied « Federal and local legislative children, and youth, the conservation
science and executive authorities and development of cultural and historic
- Continued ¢ ooperation ¢ Shareholders and investors heritage sites, funding local cultural,
with the federal authorities * Employees and trade unions educational and sports organizations,
and nongovernment organizations - Local communities VXSSRUWLQJ VRFLDOO\ VLIJQLEFDQ
(NGOs) ) ) S
« Suppliers and contr actors and campaigns, and participating
¢ Customers in charitable events.
| Social and charitable initiativ es We carry out social research
are a part of our corporate strategy and questionnaires, whereby local
2020 PRIORITIES supporting productive cooperation residents in our operating regions
« Delivery of social and charitable with regions, the business community are surveyed to ensure effective
programs in our regions and society. Each initiative is tailored project planning and then we assess
of operation WR LWV VSHFL&F UHJLRQ D QBojextpetfotimance. We also hold
« Sustainable dev elopment the expertise and human capital meetings with the administrations
of our operating regions available in the area. LUKOIL RI PXQLFLSDOLWLHV WR GLVFXVV V
and raising the quality of life supports numerous social projects implementation of our cooperative
'Snu:rptﬁyoa;':i;'tfcl;tas JS;Z:%E in its operating regions every year agreements, establish joint working
and social enterprises and helps address the economic issues groups, regularly monitor the social
) ) ) of local communities while supporting and economic environment in these
« Engaging with en vironmental . . .
organizations their culture, sports, research, regions and survey local residents.
educational, environmental and health
initiatives.
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Charitable expenditures and spending
under cooperative agreements

with Russian regions and municipalities
(31 cooperative agreements) totaled
about RUB 9 billion in 2019, with the vast
PDMRULW\ RI WKH IXQGV
allocated to the agreements.

The main focus areas include assistance
to the indigenous peoples of the North,
preservation of cultural and historical
heritage, support of healthcare, sports
and religious institutions. LUKOIL funds
numerous educational programs,
including scholarship programs

and grants, and supports orphanages
and children’s educational facilities.

»

58

Pob ELOOLR

In 2019, LUKOIL became a winner of IPRA (International Public Relations Association)
Golden World Awards for Excellence as “Best Company for Community Engagement”
and “Best Company for Promoting Territory and Tourism”. The competition is held

in cooperation with the UN which recognizes initiatives that address its Sustainable
Development Goals (UN SDGs). The 2019 competition had projects from 89 countries.

In 2019, we gave a start to an interactive
training center highlighting the history

of Russian oil and development

of national science and technology,
located in the historic Oll

RELATIONS WITH INDIGENOUS MINORITIES OF THE NORTH

LUKOIL operates in regions that

are home to indigenous minorities

of the North: the Khanty-Mansi
Autonomous Area — Yugra,

the Nenets Autonomous Area,

the Yamal-Nenets Autonomous

Area and the Krasnoyarsk Territory.
LUKOIL acknowledges and respects
the rights of the indigenous minorities
of the North as set out in international
laws, including the United

Nations Declaration on the Rights

of Indigenous Peoples, the Convention
on Biodiversity, the Resolution

For more details on relations with indigenous
minorities of the North, see the Company’s
website

on the UN World Conference

on Indigenous Peoples, and the United
Nations Global Compact. We support
the rights of indigenous peoples

to their land, traditions and cultural
heritage, and do not displace
indigenous peoples from their lands

or territories without their free, prior
and informed consent.

We actively cooperate

with the representative bodies

of indigenous minorities of the North,
regional administrations, heads

Pavilion at VDNH park in Moscow.
The pavilion had been renovated

by LUKOIL. The display introduces
visitors to the full production cycle

of a vertically integrated oil company
and is designed for a wide audience.

of municipalities, the Assembly

of Indigenous Minorities of the North,
and the leading NGOs of the North. Our
engagement with indigenous peoples

is governed by federal and regional
legislation of the Russian Federation,
license obligations of LUKOIL Group
entities, and federal and regional
support programs for the indigenous
minorities of the North.

No violations of the rights
of the indigenous minorities of the North
by the Company were reported in 2019.
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We engage with local communities

in the Republic of Komi on a regular basis.
In 2019, there were 60 public hearings
and community meetings to inform

the local people about construction

and development of oil production
facilities. Most projects were

approved, only three were challenged,
and work is under way to amend the design
documentation and move construction
sites in those projects further away

from local communities’ residential areas.

The local people can get in touch
with the Company by sending a letter
to LLC LUKOIL-Komi mailing address,
or via email, social media, speak-

up hotline, as well as during public

Board of Directors Report

ENGAGING WITH LOCAL COMMUNITIES IN THE REPUBLIC OF KOMI

Corporate Responsibility

Corporate Governance

hearings, community outreach initiatives
and management meetings with local
people. During the meetings we received

The telephone hotline received
249 calls in 2019; most of these were
unsolicited commercial offers unrelated

eYH MRE DSSOLFDWLRQV ZL WtK eWitobnikhtal sQf&l YidpEcKdhOnére

being employed by the Company. In 2019,
we ran several annual environmental
activities: clean-ups of the banks of water
bodies, combined with bioresource
reproduction initiatives; and a decision
was made to address water supply issues
in the village of Ust-Usa. A project was
developed to organize summer recreation
for schoolchildren from rural areas

of the Usa district in 2020.

carried out on four reports; no violations
of environmental safety rules were found.
The Company also engages with all NGOs
active in the Republic of Komi, including
inter-regional grassroots movements

such as “Komi Voytyr”, “Izvatas”, “Rus’
Pechorskaya”, and the “Save Pechora
Committee” NGO. In August 2019,

we organized a study visit of the “Save
Pechora Committee” activists to an oil
VOXGJH GLVSRVDO ODQGeOO
7THEXNVNR\H RLO éHOG

PW WKH

GOVERNMENT RELATIONS

LUKOIL is involved in developing

In 2019, we submitted to the federal

D PRGHUQ UREXVW DQG HIe autHo@i&¥ our proposals on 260 draft

government regulatory framework
through a public consultation process
on draft regulatory documents.

regulatory documents, with a particular
focus on environmental legislation
proposals, including on regulating

greenhouse gas and air pollutant
emissions, compensatory reforestation,
buffer zones around industrial facilities,
carbon tax and other issues.
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CORPORATE
GOVERNANCE

2019 RESULTS

Expanded the functions

of the Strategy and Investment
Committee of the Board

of Directors related to sustainable
development, renamed

the Committee the Strategy,
Investment and Sustainability
Committee of the Board

of Directors

Appro ved a new version
of the Regulations on the Dividend
Policy of PJISC LUKOIL

Excluded PISCLUKOIL shares

$Q HIEFLHQW FRUSRUDWH JRPISIOLQHIDNE Ebrporate governance

system is a vital tool ensuring

sustainable development and successful

implementation of the corporate
strategy to create shareholder value.

The Company has a well-developed
corporate governance system guided
by business conduct and ethics set
at international standards, Russian
law requirements, the Listing Rules
of Moscow Exchange, and provisions
of the Corporate Governance Code
recommended by the Bank of Russia
(hereinafter, also the “Code”).

system is based on the following key
principles:
« Respect for, and protection
of, the rights of shareholders
and investors
« Consistent and collegial
decision-making
« Active approach and professional
skills of members of the Board
of Directors
« Astable and tr ansparent dividend
policy
¢ Information openness
and tr ansparency

recorded on the balance sheet
of the Company’s subsidiary
from voting at General
Shareholders Meetings .

« Zero tolerance for corruption in any
form
Adherence to ethical standards

%RDU » Corpor ate social responsibility

JRU WKH eUVW WGPH WKH
of Directors included nominees
at its own discretion

in the list of candidates

for election to the Board

of Directors

Corporate Governance Structure of PJSC LUKOIL as
at December 31, 2019

Dissolved the Audit Commission,
made relevant amendments

to the Charter and the Company’s
internal documents

([WHUQDO
$XGLWRU

*HQHUDO 6KDUH|
OHHWLQJ

&KDLUPDQ R\ &RPPLV\/WHHV R1
%RDUG RI 'LUH RI'LUHFWR

%RDUG RI 'LUH

Piloted aut omated internal audit
procedures

As part of the buy -back
programme, purchased

37.2 million PISCLUKOIL shares
and cancelled 35 million shares

+HDG RI ,QM
$XGLW 6HUYLFH

+5 DQG &RPSH(
&RUSRUDWH &RPPLWWHH

6HFUHWDU\

3UHVLGHQW
&KDLUPDQ RI
ODQDJHPHQW &RH

$XGLW &RPPLWWHH

6WUDWHJ\ ,QYHVWPHQW
DQG 6 XVWDLQDELOLW\

&RPPLWWHH
([SORUDWLR@HeQLQJ ODUNH\/ﬁﬁ{;’:5
DQG 3URGXFWLRQG 'LVWULEX ‘1—|U CLYLVERQY

| O0DQDJHPHQW &RPP

2020 PRIORITIES

» Develop an Anti-corruption Policy

* Update PJSC LUKOILs internal
documents to incorporate
regulatory changes

—— Administrative subordination

—— Functional subordination

— SPECIFIC COMMITTEES:

* Risk Committee

The internal documents regulating LUKOIL's

SULQFLSOHV SUDFWLFHV DQG VSHFL e Health Safetpand Environmental Committee
governance procedures are available

on the Company’s website « Investment and Plans Coordination Committee

« Tender Committee
* Major E&PProjects Committee
¢« SBULRUHLAQ LI DQG 'LVWULEXWLRQ 3URMHFWYVY &RPPLWWHH
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The assessment results are summarized

EDVHG RQ WKH TXHVWLRQQDL WkkYué QiRtGors’

out by the members of the Board

of Directors. As part of the assessment,
the Chairman of the Board of Directors
discusses the results of relevant
Committees’ performance assessment
with the Committee Chairmen

and members, and reports these results
at the meeting of the Board of Directors
during the discussion of the aggregate
annual assessment results. Granular
discussion with the members of the Board
of Directors serves to analyze matters that
require special attention from the Board
of Directors, and map out possible
solutions.

Based on the latest self-assessment,
the Board of Directors achieved positive
results in 2018-2019.

Board of Directors' composition

PJSC LUKOILs Board of Directors consists

of highly professional individuals. We

believe that our Board of Directors

has the optimal number of members

and is both well-balanced in the number

of independent, executive and non-
H[HFXWLYH GLUHFWRUV DQG
in terms of Directors’ professional

Board of Directors' membership as at December 31, 2019

Non-executive directors,
including the Chairman
of the Board of Directors

Independent directors

Vagit Alekperov, Ravil Maganov, Leonid Fedun

Valery Grayfer, Lyubov Khoba

Victor Blazheev?, Toby Gati, Roger Munnings,

Pavel Teplukhin, Sergey Shatalov,
Wolfgang Schissel

Total

11 members

Current members of the Board
of Directors at the end of the reporting

at the Board meetings and ensuring
free and constructive discussion

\HDU KDG VXIéeFLHQW WLPH W RftSdhuattBr&reviewed

their duties. AiImost half of the directors
did not hold executive positions at other
companies, and executive directors held
no more than two positions at companies
outside LUKOIL Group.

Chairman'’s role

The Chairman of the Board of Directors
plays the key role in ensuring strong
performance of the Board of Directors
and its Committees. The Chairman

of the Board of Directors organizes

the Board’s work, convenes and chairs
meetings, and arranges for keeping
the minutes of meetings. The Chairman
opasEs Biniéed i the IE@nmittees
of the Board of Directors based

TXDOLEFDWLRQV DQG VRFLR Faahainptb@iosal A pevsons\

In 2019, the composition of the Board

of Directors changed: Igor Ivanov,
Richard Matzke and Ivan Pictet resigned,
and Pavel Teplukhin, Sergey Shatalov
and Wolfgang Schiissel were nominated
by the Board and appointed Directors.
As a result, the share of independent
directors reached 55%. A high share

of independent members ensures
impartial consideration of matters while
Directors’ independent judgements

help improve the Board’s performance
and the Company’s corporate
governance system as a whole.

As at the end of 2019, the Board

of Directors included three executive
directors, thus enabling deep integration

of the Board and PISC LUKOIL's executive
bodies, and promoting well-informed
managerial decision-making.

" In line with the Corporate Governance Code recommendations, executive directors are both members of the Management Committee of PJSC

employ ees.

qualities and taking into consideration
Directors’ individual proposals

on committees setup. The Chairman

of the Board of Directors is not a member
of any Committee of the Board

of Directors.

The Chairman of the Board of Directors

also performs other functions

set out in the applicable laws,
3-6&b/8.2,/INV &KDUWHU WKH
on the Board of Directors and other

internal documents. In the absence

of the Chairman, these functions

are performed by the Vice Chairman.

The Chairman is elected from among
the members of the Board of Directors
as the most experienced and respected
director. The Chairman’s work

is aimed at creating a trust-based

and constructive environment

* Considered independent by the Resolution of the Board of Directors dated June 20, 2019 (Minutes No. 11).

by the Board to develop highly

LQIRUPHG DQG HIeFLHQW VROXWLRQ

as productive cooperation between
the members of the Board of Directors
and the Company’s management.

Valery Grayfer had been the Chairman
of the Board of Directors of PJSC LUKOIL
from 2000 to 2020.

— DIRECTOR OF THE YEAR

Valery Grayfer,

the Chairman of the Board

of Directors of PJSC LUKOIL, received
the 14th “Director of the Year”
National Award of the 9th Russian
Corporate Governance Forum

in recognition of his lifetime
achievements in corporate boards
of directors. The award recognizes
personal contribution to developing
and promoting high corporate
governance standards to ensure

5 H IXODWRWEKVLQHVV GHYH

Pursuant to the Resolution

of the Federal Agency for Subsoil

Use passed in November 2019,
PJSCLUKOIL's Rakushechnoye

RLO DQG JDV FRQGHQVDWH
in the Severny license area

in the Russian sector of the Caspian

Sea bed was renamed the V.I. Grayfer
eHOG WR PDUN 9DOHU\ *UD
contribution to the development

of the Russian oil industry.

ORSPHQW

eHOG

\IHUNV YDO

LUKOIL and Company
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Induction of new members The Corporate Secretary runs generation. During the meetings,
of the Board of Directors the induction training program the Company executives offered
for newly elected Directors the new Directors information
Newly elected Directors complete Rl 3-6&b/8.2,/ DQG FRRUGLQanwhel@ompany’s strategic
an induction training program no later interaction between all involved parties goals, operational plans and main
than 30 days following their election with the assistance and management performance indicators.
date. of the HR and Compensation
Committee. To ensure effective communication

Key elements of the program: ZLWK "'LUHFWRUV 3-6&b/8.2,/ XVHV
« Personal meetings Following their election to the Board up-to-date information and technical

ZLWK 3-6&b/8.2,/NV 3 UHYV L GdiQrattors, Pavel Teplukhin, Sergey resources, including dedicated

the elected Chairman of the Board Shatalov and Wolfgang Schissel software in the Russian and English

of Directors, the Corporate Secretary, completed an induction training languages.

top management and/or heads program that included acquaintance

of corporate business units with the Company, including meetings
« Familiarization with internal with the Company’s executives

documents LQ FKDUJH RI VWUDWHJI\ eQDQFH
« Familiarization with operations, investor and shareholder relations,

including on-site visits to the Group’s H[SORUDWLRQ DQG SURGXFWLRQ UHeéQLQJ

production facilities marketing and distribution, and power

— BEST INDEPENDENT DIRECTORS

Two independent members of the Board  of Directors, Victor Blazheev and Roger Munnings, were ranked in the “50 Best Independent Directors”
category of the 14th “Director of the ~ Year” National Award.

Independent member of PJSC LUKOIL's Board ofDirectors Roger Munnings won in the special Best Independent Director category of the Top
1000 Russian Managers award set up by the Association of Managers and Kommersant Publishing House. The award marks achievements

of independent members of boards of directorswhomade a VLIJQLeFDQW F R QévéldplBgand. RrPraving corporate governance

in Russian companies.
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Biographies of members of the Board of Directors’

Valery

GRAYFER

« Chairman of the Board
of Directors

« Non-Executive
Director

1929-2020.

Graduated from .M. Gubkin Moscow Oil Institute in 1952. Candidate of Technical
Sciences (PhD). Awarded seven orders, four medals, awarded a Certificate

of Honor of the Supreme Soviet of the Tatar ASSR, and a Certificate of Honor
from the President of the Russian Federation. Lenin Prize and Russian Government
Prize winner. Professor at the Gubkin Russian State University of Oil and Gas.
1985-1992: USSR Deputy Minister of Oil Industry in charge of the Chief Tyumen
Production Division for the oil and gas industry.

1992-2010: General Director of OJSC RITEK.

2000-2020: Chairman of the Board of Directors of PJSC LUKOIL.

1996-2020: Member of the Board of Directors of PJSC LUKOIL
(formerly OJSC LUKOIL).

Membership in the governance bodies of other organizations:
Chairman of the Board of Directors of LLC RITEK

Ravil

MAGANOV

« Vice Chairman
of the Board
of Directors

« Executive Director

« Member
of the Strategy,
Investment
and Sustainability
Committee

« Member
of the Management
Committee

« First Executive Vice
President (Exploration
and Production)

Born in 1954.
Graduated from the .M. Gubkin Moscow Institute of the Petrochemical and Gas
Industry in 1977. Distinguished Oil and Gas Specialist of the Russian Federation,
Honored Oil Specialist, Honored Fuel and Energy Industry Specialist. Awarded
five orders and five medals, awarded a Certificate of Honor from the President
of the Russian Federation. Has a Letter of Acknowledgement from the Government
of the Russian Federation. Three times winner of the Russian Government Prize
in Science and Engineering. Distinguished employee of the Company.
« 1988-1993: Chief Engineer, Deputy General Director, General Director

of Production Association Langepasneftegaz.
« 1993-1994: Vice President for Oil Production of OJSC LUKOIL.
« 1994-2006: First Vice President of OJSC LUKOIL (E&P).
« Since 2006: First Executive Vice President of PJSC LUKOIL (E&P).
« Since 2016: Vice Chairman of the Board of Directors of PJSC LUKOIL.

Since 1993: Member of the Board of Directors of PJSC LUKOIL
(formerly OJSC LUKOIL).

Membership in the governance bodies of other organizations:
Member of the Supervisory Board of LUKOIL INTERNATIONAL GmbH

Vagit
ALEKPEROV
« Executive Director
« President
« Chairman
of the Management
Committee

Born in 1950.
Graduated from M. Azizbekov Azerbaijan Oil and Chemistry Institute in 1974.
Doctor of Economics. Full member of the Russian Academy of Natural Sciences.
Honored Fuel and Energy Industry Specialist, Honored Qil Specialist. Awarded
five orders and nine medals, awarded a Certificate of Honor, and three
Letters of Acknowledgement from the President of the Russian Federation,
and a Certificate of Honor from the Government of the Russian Federation.
Two times winner of the Russian Government Prize. Distinguished employee
of the Company.
« 1968: started to work at oil fields in Azerbaijan and West Siberia.
« 1987-1990: General Director of Production Association Kogalymneftegaz
of Glavtyumenneftegaz of the USSR Ministry of Oil and Gas.
« 1990-1991: Deputy Minister; First Deputy Minister of the USSR Ministry of Qil
and Gas.
« 1992-1993: President of the Oil Concern Langepasuraikogalymneft.
« 1993-2000: Chairman of the Board of Directors of OJSC LUKOIL.
« Since 1993: President of PJSC LUKOIL.

Since 1993: Member of the Board of Directors of PJSC LUKOIL
(formerly OJSC LUKOIL).

Membership in the governance bodies of other organizations:

Chairman of the Supervisory Board of LUKOIL INTERNATIONAL GmbH
Chairman of the Community Council of Our Future Fund for Regional Social
Programs

Member of the Bureau of the Russian Union of Industrialists and Entrepreneurs
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Victor

BLAZHEEV
Independent Director’
Chairman of the Audit
Committee
Member of the HR
and Compensation
Committee

Born in 1961.

Graduated from the evening department of All-Union Extra-Mural Law Institute
(AELI) in 1987. Completed a postgraduate program at AELI-Moscow Law Institute,
the department of civil litigation, in 1990. Candidate of Law (PhD), Professor.
Awarded the titles of the Distinguished Lawyer of the Russian Federation, Honored
Worker of Higher Professional Education of the Russian Federation, and Honored
Worker of Science and Technology of the Russian Federation. Awarded a Medal

of the Order "For Merit to the Fatherland”, 2nd class. Since 1999, he has combined
his teaching activities with various official administrative positions at Moscow State
Law Academy (MSAL).

1999-2001: Dean of the full-time department at MSAL.

2001-2002: Academic Vice President at MSAL.

2002-2007: First Academic Vice President at MSAL.

Since 2009: Member of the Board of Directors of PJSC LUKOIL
(formerly OJSC LUKOIL).

Membership in the governance bodies of other organizations:
President of O.E. Kutafin Moscow State Law University (MSAL)

Toby Gati

Independent Director
Member
of the Strategy,

Born in 1946.

Graduated from Pennsylvania State University in 1967 (Bachelor's degree in Russian
Literature and Language), Columbia University in 1970 (Master's degree in Russian
Literature) and the Harriman Institute at Columbia University in 1972 (Master's

Independent Director
Chairman of the HR
and Compensation
Committee

Investment degree in International Affairs and Certificate in Russian Studies).
and Sustainability « 1997-2016: Senior Advisor on matters of international cooperation
Committee and international relations at Akin Gump Strauss Hauer & Feld LLP.
« Participant of the Valdai International Discussion Club.
Since 2016: Member of the Board of Directors of PJSC LUKOIL.
Membership in the governance bodies of other organizations:
Member of the U.S.-Russia Business Council (USRBC)
President of TTG Global LLC
Roger Born in 1950.
MUNNINGS Graduated from the University of Oxford in 1972 with a Master of Arts degree

in Politics, Philosophy and Economics. Fellow of the Institute of Chartered
Accountants in England and Wales, made a Commander of the Most Excellent
Order of the British Empire (C.B.E.).
1993-2008: Chairman of KPMG's Global Energy and Natural Resources Practice.
+ 1996-2008: President and CEO of KPMG Russia and CIS.
« 1998-2008: Member of KPMG's International Council (ultimate governance body).
« Currently a member of the Russian National Council on Corporate Governance
and a member of the Expert Council of the Russian Institute of Directors.

Since 2015: Member of the Board of Directors of PJSC LUKOIL.

Membership in the governance bodies of other organizations:

Independent member of the Board of Directors of PJSFC Sistema

Chairman of the Russian-British Chamber of Commerce

Independent member of the Board of Directors of PJSC MMC NORILSK NICKEL

Pavel
TEPLUKHIN

Independent Director
Member of the Audit
Committee

Born in 1964.

Graduated with distinction from economics faculty of Lomonosov Moscow State
University in 1986, Candidate of Economics (PhD). Graduated from the London
School of Economics with a Master of Science degree in Economics in 1993.

« 2008-2015: member of the Supervisory Board of JSC WTC Moscow.

« 2010-2013: Member of the Board of Directors of OJSC VTB.

« 2012-2016: Chief Executive Officer of Deutsche Bank Ltd.

« Since 2017: President of LLC Matrix Advisors.

Since 2019: Member of the Board of Directors of PJSC LUKOIL.

Membership in the governance bodies of other organizations:

Member of the Board of Directors of JSC RUSNANO, Chairman of the Strategy
Committee

President of LLC Matrix Advisors

' Determined to be independent by the Resolution of the Board of Directors dated June 20, 2019 (Minutes No. 11).
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Leonid

FEDUN

« Executive Director

« Member
of the Strategy,
Investment
and Sustainability
Committee

« Vice President
for Strategic
Development

Born in 1956.
Graduated from M.I. Nedelin Higher Military Command School in Rostov in 1977.
Graduated from the Higher School of Privatization and Entrepreneurship in 1993.
Candidate of Philosophy (PhD). Honored Oil Specialist. Awarded two orders
and four medals.
« 1993-1994: CEO of JSC LUKOIL-Consulting.
« 1994-2012: Vice President, Head of the Main Division of Strategic Development
and Investment Analysis of OJSC LUKOIL.
« Since 2012: Vice President for Strategic Development of PJSC LUKOIL.

Since 2013: Member of the Board of Directors of PJSC LUKOIL
(formerly OJSC LUKOIL).

Membership in the governance bodies of other organizations:
Chairman of the Board of Directors of Football Club Spartak Moscow
Member of the Management Board of the Russian Union of Industrialists
and Entrepreneurs

Lyubov Born in 1957.
KHOBA Graduated from the Sverdlovsk Institute of National Economy in 1992. Candidate
« Non-Executive of Economics (PhD). Distinguished Economist of the Russian Federation. Honored
Director Oil Specialist, Honored Fuel and Energy Industry Specialist. Awarded two orders
and two medals.
« 1991-1993: Chief Accountant of Production Association Kogalymneftegaz.
« 1993-2000: Chief Accountant of OJSC LUKOIL.
« 2000-2003: Vice President of OJSC LUKOIL, Head of the Main Division
of Financial Accounting of OJSC LUKOIL.
+ 2003-2004: Chief Accountant - Vice President of OJSC LUKOIL.
« 2004-2012: Chief Accountant of OJSC LUKOIL.
« 2012-2018: Vice President - Chief Accountant of PJSC LUKOIL.
Since 2017: Member of the Board of Directors of PJSC LUKOIL.
Membership in the governance bodies of other organizations:
Chairperson of the Supervisory Board of LUKOIL Accounting and Finance Europe
s.r.o.
Sergey Born in 1950.
SHATALOV Graduated from Zhdanov Leningrad State University with a Bachelor's degree
« Independent Director in Mathematics in 1972. Defended his doctoral thesis on the methodology
« Chairman of forming and developing the tax system in the Russian Federation in 2003.
of the Strategy, External Fiscal Policy Advisor at the Ministry of Finance of the Russian Federation.
Investment State Counselor of the Russian Federation, 1st class.
and Sustainability « 1990-1993: Member of the Supreme Council of the Russian Federation.
Committee « 1993-1995: Director of the Tax Department of JSC Foreign Investment
« Member of the Audit and Privatization Center.
Committee « 1995-1998: Deputy Minister of Finance of the Russian Federation.

« 1998-2000: Director of the Tax Department of PricewaterhouseCoopers

and CJSC PricewaterhouseCoopers Audit.
« 2000-January 18, 2016: Deputy Minister of Finance of the Russian Federation.
« 2016-2018: Vice President of Action-MCFER Mediagroup.

Since 2019: Member of the Board of Directors of PJSC LUKOIL.

Membership in the governance bodies of other organizations:
Member of the Board of Directors of LLC Avtotor Holding
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Audit Committee

the Internal Audit Service and the Audit
Commission.

Governance Code, the Committee

has prepared its recommendations

to the Board of Directors regarding

the advisability of developing a separate
anti-corruption document.  »

(( In 2019, we continued to enhance
the internal audit system, and improve
the effectiveness of the internal
control and risk management systems.
The Committee has reviewed
the results of an external assessment
of internal audit at the Company.
| am pleased to note that, according
to the assessment results, LUKOIL's
internal audit broadly complies
with the International Professional
Practices Framework (IPPF), and meets
the expectations of the Company’s
management. The assessment
highlighted the high degree
of independence from management
as one of the key strengths of LUKOIL's
Internal Audit Service.

In the reporting year, the Committee
reviewed the opinion of the Internal
Audit Service on the performance
assessment of LUKOIL Group’s internal
control, risk management and corporate
governance systems. The assessment
KDV FRQeUPHG WKH HIITHFWLYHQHVYV RI WKH"
systems.

Given the ever-increasing importance
of the sustainable development
matters, the Committee has paid
particular attention to anti-corruption.
The Company has in place a set of local
regulations at various levels that

cover different aspects of its business
An important step towards a more and touch on anti-corruption and fraud
HIeFLHQW FRUSRUDWH JRY H pr€y&ntpR, HhuMaadk#\aksiRgle document
was the dissolution of the Company’s that brings together our principles,
Audit Commission, a decision scope and objectives in this area.
supported by the shareholders. Since having an anti-corruption policy
This has eliminated the duplication in place is a standard international

of functions between the Audit practice for large companies
Committee of the Board of Directors, and is recommended by the Corporate

Chairman of the Audit Committee
VICTOR BLAZHEEV

Committee tasks Key topics covered in 2019

« Reviewing the Company's accounting (financial) statements « Discussion of material accounting issues,
for completeness, accuracy and reliability including the Company's accounting policy,
and material matters that arose during

«  Making recommendations on the Company's proposed independent the independent external audit

auditor and the auditor's remuneration
« External assessment of internal audit

« Reviewing the independent auditor's opinion and determining 2t PISC LUKOIL

the auditor's independence, objectivity and absence of a conflict
of interest « Review of draft consolidated financial
statements of PJSC LUKOIL prepared

« Assessing the internal audit, reviewing the effectiveness of control under IFRS

and audit procedures, and considering proposals for improvement

« Information on material litigations and claims
related to the operations of LUKOIL or other
LUKOIL Group entities

« Reviewing the Company's internal audit activity plans and budget

« Assessing the effectiveness of the Company's risk management
and internal control procedures and reviewing the reliability
and performance of both the risk management and internal control
system and the corporate governance system

« Review of the most material amendments
to accounting reports following the audit

results
«  Making recommendations for the Board's preliminary approval
of the Company's Annual Report
Committee membership Name

Independent Directors

Victor Blazheev (Committee Chairman)
Pavel Teplukhin
Sergey Shatalov
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For a list

of key decisions made
by the Board

of Directors based

on the Committee’s
previews

and recommendations,

see the Board
of Directors section
on page 98

The Regulations on
the Audit Committee
are available

on the Company’s
website
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HR and Compensation Committee

In 2019, the composition of LUKOIL's
Board of Directors was refreshed

by more than one fourth,

with the share of independent
directors on the Board increasing

to 55%. This has enabled

the Board to form the Audit Committee
and the HR and Compensation
Committee entirely of independent
directors. Prior to the Annual General
Shareholders Meeting that elected
the Board of Directors, the Committee
assessed the professional

Board of Directors Report

Corporate Responsibility

concerning the external assessment
of the performance of the Board.

Within its remit, the Committee
considered matters related

to the remuneration of members

of the Board of Directors, the President,
members of the Management
Committee and the Corporate
Secretary.

The Committee considered
the candidates to the Management

TXDOLéFDWLRQV H[SHULH QEdmmittee and carried out

and independence of the candidates

a preliminary performance assessment

Corporate Governance

A particular focus was placed

RQ (6* SUDFWLFHV VSHFLéFDOO\

on ethics and employee rights.

The Committee has reviewed

the progress in the implementation

of the new version of the Code

of Business Conduct and Ethics

of PJSC LUKOIL, approved in 2018.
The Committee has also reviewed
matters related to safeguarding
employee rights and interests,

as well as surveys of employee morale
and motivation across LUKOIL Group. »

to the Board of Directors.

of the Management Committee

members in the corporate year

To improve the performance
assessment procedure of the Board
of Directors conducted on an annual
basis, the Committee has prepared
recommendations to the Board

on amendments to the Regulations
on Performance Assessment

of the Board of Directors.

The Committee has also carried

out a preliminary review of matters

of PJSC LUKOIL.

Group entities.

Committee tasks

The Committee has regularly

heard reports from representatives

of the Company’s management on HR
policy and HR management at LUKOIL

of 2018-2019 against the criteria set
out in the Regulations on Management
Remuneration and Incentive System

Chairman of the HR
and Compensation Committee
ROGER MUNNINGS

Key topics covered in 2019

« Assessing the performance of the Board of Directors,
its members and Committees; identifying priority areas
to strengthen Board composition

«  Communicating with shareholders to prepare
recommendations for voting in the election of the Board
of Directors

« Making recommendations on staff appointments

« Development and regular reviews of the Company's
policy on remunerating members of the Board of Directors
and the Management Committee, and the President

« Making recommendations to the Board of Directors
on determining the remuneration of the Corporate Secretary

« Pre-assessing the performance of the Management Committee
members and the President throughout the year in line
with the Company's remuneration policy

Assessment of professional qualifications

and independence of all nominees to the Company's
Board of Directors. Recommendations to the Company
shareholders on voting in the election of the Company's
Board of Directors

Preview of matters concerning external assessment
of the Board's performance

Human resources management across the LUKOIL Group

The state of the system of preventive measures against
violations of employees' rights and interests

Existing measures to monitor workplace atmosphere
and employee motivation level across LUKOIL Group
entities

Committee membership Name

For a list The Regulations

Independent Directors
Victor Blazheev
Wolfgang Schissel

Roger Munnings (Committee Chairman)

of key decisions made on the HR

by the Board and Compensation
of Directors based Committee

on the Committee’s are available
previews on the Company’s
and recommendations, website

see the Board
of Directors section
on page 98
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Corporate Secretary

Natalia Born in 1960.
PODOLSKAYA Graduated from the Maurice Thorez Moscow State Institute of Foreign Languages
« Corporate Secretary in 1983 and from the Diplomatic Academy under the RF Ministry of Foreign Affairs

(majoring in International Economics) in 2003. Passed a Corporate Secretary

Advanced Training Program at the HSE Corporate Governance Center in 2007.

Candidate of Philological Sciences (PhD) from Moscow State Linguistic University

since 1998.

. 1983-1998: engaged in translation/interpreting, lecturing and research.

* 1998-2002: Manager at CJSC KPMG.

« 2002-2016: chief specialist at the Administrative Office of the Board of Directors
of OJSC LUKOIL, chief specialist at PJSC LUKOIL.

« Since 2016: Corporate Secretary of PJSC LUKOIL.

<( $ UHOLDEOH LQIRUPDWLRQ DQG GLJLWDO HQYLURQPHQW LV
of the corporate governance system. )

Corporate Secretary of PJSC LUKOIL
NATALIA PODOLSKAYA

7KH &RUSRUDWH 6HFUH W D U \Skcvetahxadlsd-dupe@yivéOdompliance business units on sustainability matters,
independent of the Company’s with the procedure for preventing and contributing to preparation
executive bodies as she functionally FRQéLFWV RI LQWHUHVW D W ofih¢ Sustaiabllit¢s REpdry H O
reports to the Board of Directors. set forth in the Regulations on the Board
7KH &RUSRUDWH 6HFUHWDU\RRI'BURMWER PV RI 3-6&b/8.2,/ Natalia Podolskaya is a member
is appointed by the Company’s of the professional National Association
President based on a resolution Natalia Podolskaya has been of Corporate Secretaries. She
of the Board of Directors, and acts the Corporate Secretary of PISC LUKOIL participates in promoting best
in line with PISC LUKOIL's Charter since 2016. practices, including the methodological
and Regulations on the Corporate basis for corporate governance and IT.
6HFUHWDU\ 7KH RIéFH RI WHKH2®E ths Gopbrilte-Secretary For instance, she actively participated
Secretary has been set up to assist ran a two-day induction training in developing the requirements
in the position’s duties. program for newly elected Directors of, and testing, the Corporate
Rl 3-6&b/8.2,/ WR HQVXUH W KSddredary iditINeiuwdoN. According
possible involvement in the activities to the developers of this solution,
The Regulations on the Corporate Secretary of the Board. her expert knowledge and corporate
of PISCLUKOIL are available in the Board governance experience became
of Directors section of the Company’s website determinant in creating a practically
e e e applicable and valuable to experts
on page 103 information system.
As a member of the Company’s — DIRECTOR OF THE YEAR
sustainability Working group,
the Corporate Secretary actively In 2019, Corporate Secretary
The Corporate Secretary monitors participated in coordinating its of PISCLUKOIL Natalia Podolskaya won
compliance with the Company’s activities in 2019, including through th.e 25 Best Corporate Gove.mé,l,nce
. i K . K ) Directors/Corporate Secretaries
internal documents and immediately preparing materials for meetings, annual category of the 14th “Director
QRWLeHV WKH %RDUG RI 'LU lddepémtingy/wihimergbers of the Board of the Year” National Award.
violations detected. The Corporate of Directors and the Company’s relevant

12
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PRESIDENT AND MANAGEMENT COMMITTEE

The Company’s executive bodies,
the President and the Management
Committee, play a key role in ensuring

« Organizing the activities
of the Management Committee
¢ Other functions established

WKH WLPHO\ DQG HIeFLHQW S HWthR O éhipahiF$iCharter

of its operating and strategic

tasks. According to the Company’s
Charter, the scope of authority of its
executive bodies covers all day-to-day
operations, except for matters reserved
to the Company’s General Shareholders
Meeting or Board of Directors.

President
The President, the Company’s

sole executive body, is appointed
by the General Shareholders

Management Committee

The Management Committee

is a collective executive body

in charge of PJSC LUKOIL's day-to-day
operations, as well as the development
and implementation of the overall
development strategy of the Company’s
subsidiaries. The President

of PJSC LUKOIL is the Chairman

of the Management Committee.

OHHWLQJ IRU D WHUP RI éYHThe Banagement Committee is guided

and serves as the Chairman

of the Management Committee.

The key provisions of the contract

with the President are subject

to preview by the HR and Compensation
Committee of the Board of Directors

by applicable laws, the Charter

of PJSC LUKOIL and the Regulations
on the Management Committee

Rl 3-6&b/8.2,/

The authority of the Management

DQG eéQDO DSSURYDO E\ WK HCamRIiRed Govers:

of Directors.

Vagit Alekperov has been the President
of PJSC LUKOIL since 1993.

The President is responsible

for operational management

of the Company as prescribed
by the Charter of PISC LUKOIL.

The President’s authority covers:

* Representing the Company's
interests

» Entering int o transactions on behalf
of the Company

* Managing the C ompany’s assets
to support its day-to-day operations
(within the limits set by the Charter)

« Developing and implementing
the Company’s current business
policy

« Developing and approving
the Company’s quarterly,
annual and perspective activity
plans, budget, and investment
program, as well as monitoring
their performance

« Making decisions on establishment
by the Company of other legal
entities, as well as on acquisitions
and disposals of equity interests
in other entities

¢ Anumber of powers related
to development and implementation
of the overall development strategy
of the Company’s subsidiaries

* 6LIJQLQJ éQDQFLDO GRFXPH @itar pow ers set out

* Appro ving the staff schedule, signing

employment contracts, applying
rewards and sanctions to employees
* Approving the Company’s
organization
» Approving PIJSC LUKOIL's internal
documents regulating its day-to-
day operations, save for internal
documents to be approved
by the Management Committee
as prescribed by the Company’s
Charter
* Issuing binding or ders
and instructions

by the Company’s Charter

Following on the President’s proposals,
the Management Committee is formed
by the Board of Directors on an annual
basis. Proposals are submitted within
one month following the election

of the Board of Directors by the Annual
General Shareholders Meeting.

The Board of Directors may reject
certain nominees to the Management
Committee but may not approve
nominees who have not been proposed
by the President.

Corporate Governance

The number of members

on the Management Committee was
approved as 15 in July 2019. Meetings
of the Management Committee

are convened as necessary. All
meetings are held in the form

of joint attendance. At the same time,
the Regulations on the Management
Committee of PJSC LUKOIL provide
for participation in Management
Committee meetings via telephone

or a video conference call. Participation
in a meeting via the aforementioned
PHDQV RI FRPPXQLFDWLRQV TXDOL
as attendance in person. Attendance
at Management Committee meetings
remained traditionally high and in 2019
was 93.3%.

In 2019, the Management Committee
held 28 meetings and discussed

bPDWWHUV FRPSDUHG WR

and 126 matters in 2018). Among
others, the following key matters were
discussed:

Appro val of key budget indicators
for LUKOIL Group

Taking resolutions on the operations
of LUKOIL subsidiaries

Optimizing the production
capabilities and the ¢ orporate
structure of LUKOIL Group

HR decisions on key executives

of Russian entities of LUKOIL Group
controlled by the Company by more
than 50%

Appro val of business process
management principles

Discussion of matters related

to industrial safety, occupational
health and social policy

Appro val of the Company’s

local regulations underlying

the Company'’s core businesses

13
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Statistics of Management Matters discussed
Committee meetings

201 I 08 oo [ | /0
2010 I 26 201 I 126
2017 [ 26 017 I 112

Management Committee membership as at December 31, 2019

Length of service on the Management

Committee, years ' Share in charter capital of PJISC LUKOIL
Vagit Alekperov 26 2.99 (27.39%)
Vyacheslav Verkhov Elected to the Management Committee 0.001
on July 16, 2019
Vadim Vorobyev 9 0.03
Denis Dolgov 1 0.04
Ravil Maganov 26 0.46
llya Mandrik 2 0.02
Ivan Maslyaev 26 0.04
Alexander Matytsyn 22 0.37
Anatoly Moskalenko 16 0.02
Oleg Pashaev 3 0.009
Denis Rogachev 4 0.006
Gennady Fedotov 9 0.02
Evgeny Khavkin 16 0.01
Azat Shamsuarov 6 0.01
Length of service Changes in the membership elected to the Management
on the Management Committee of the Management Committee Committee (Resolution of the Board
as at December 31, 2019 Changes in the membership of Directors dated July 16, 2019,
of the Management Committee Minutes No. 12).
1 Rl 3-6&b/8.2,/ GXULQJ ZHUH
as follows: Changes in the positions held
* The pow ers of the member by members of the Management
of the Management Committee Committee of PJSC LUKOIL during 2019
5 Stanislav Nikitin were terminated were as follows:
8 early (Resolution of the Board ¢ As from Oct ober 25, 2019, Anatoly
of Directors dated December 12, Moskalenko was transferred
2019, Minutes No. 19). Stanislav from the position of Vice President
Nikitin's biography is available for Human Resources Management
in PJSC LUKOIL 2018 Annual Report and Corporate Structure
M Less than 1 year Over 7 years on the Company’s website. Development to the position of Vice
W 1107 years « Vyacheslav Verkhov, Chief President for Human Resources
Accountant of PJSC LUKOIL, was Management and Social Policy.

' Full years as at December 31, 2019.

? As of 31 December 2019, the aggregate percentage of shares in PJSC LUKOIL which Mr. Alekperov directly owns, orisa EHQH & F LD U\ of (including through family trusts
and mutual funds), was 27.39%. Mr. Alekperov directly owned 2.99%, andwasa EHQHéFLDU\ LQFOXGLQJ WKURXJK IDPLO\ WUXVWYV and mutual funds) of 24.40%, of the
in PJSC LUKOIL.

The Company is not aware of any loans (credits) received by members of the Management Committee from an entity within LUKOIL Group.

14
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Functional map of RMICS participants

The Company’s Internal Audit Service and

Board of Directors Audit Committee dedicated internal audit units of LUKOIL
Group entities

'"HEQHV *URXS ZLGH SULQFLSOHV®IDDOQBY DQG DVVHVVHV FRPSOLDQPHUIZLWXW LQGHSHQGHQW DVVHVVPHC
DSSURDFKHV WR WKH 50,&6 RUJDMKHDSLVRQ@DQDJIJHPHQW DQG ,QWHUWDH 5SORQWUROLDELOLW\ DQG SHUIRUP

'"HWHUPLQHV WKH &RPSDQ\NV UL\Fl\ll?%ISFS\HWLWH 'HYHORS UHFRPPHQGDWLRQV IRU WKH

V%WHI FWLYHQHVV RI B\KE6 LPSURYHPHQW
SLVT(?_'V\{:_’%R&OGV . Dd:é/?\é"%\éjd) \ QDJHPHQW DQG LQWHUQDO
' FRQWURO SURFHGXUHV GHYHORSV

LPSURYHPHQW SURSRVDOV

Management Committee President Risk Committee

(advisory body under the President)

(VWDEOLVKHV JXLGHOLQHV IRU DQGHDWHYV DQG PDLQWDLQV D IXQRRRIGHQ DWiEY WKH &RPSDQ\NV ULVN

UHTXLUHPHQWV WR WKH 50,&6 HITHFWLYH 50,&6 PDQDJHPHQW DFWLYLWLHV
ODNHV GHFLVLRQV RQ WKH 50,&6 RHWMHUIAD@HR WKH 50,&6 LPSURYHRSSRLO®Y RZQHUV RI WKH &RPSDQ\NV
ZLWKLQ WKH VFRSH RI LWV DXWKRWHWORSPHQW WDVNV PDWHULDO FURVV IXQFWLRQDO ULVNV

&RQWUROV WKH SHUIRUPDQFH LPBYRORBMQMWFRPPHQGDWLRQV RQ WKH
DQG GHYHORSPHQW RI WKH 50,&6LPSOHPHQWDWLRQ Rl WKH 5LVN 0DQDJ}
DQG ,QWHUQDO &RQWURO 3ROLF\

=i Vies ErestlEm Units that ensure the performance of the

(Economics and Finance) Risk Management and Internal Control
business processes

/IHDGV WKH GHYHORSPHQW RI SURBRRVBOYDMWRH WKH &RPSDQ\NV DFWLYLWLHV WR
LPSURYH DQG GHYHORS WKH 5LVNPSURYH DQG GHYHORS WKH 50,&6

g?(SEJ:CUQSVYJIEFQHGV\’/?{V\yHUQDO &RW%%%S DQG XSGDWH ORFDO UHJXODWLRQV
Q GHeQLQJ WKH NH\ SULQFLSOHV UXOHV DQG

,QLWLDWHV UHYLHZV RI GUDIW LBREUGNEBPRIOQWRI WKH ULVN PDQDJHPHQW DQG
DQG GHYHORSPHQW UHVROXWLRQUWRUQDKHFRQWURO SURFHVVHV DQG FRQWURO
50,&6 FRPSOLDQFH

,QIRUPV WKH &RPSDQ\NV JRYHUQDQFM SURSRVDOV IRU WKH 50,&6
ERGLHV RQ WKH 50,&6 RSHUDWLREZHYHORSPHQW DQG LPSURYHPHQW

"HYHORS JXLGHOLQHV RQ WKH 50,&6
RUJDQL]DWLRQ DQG GHYHORSPHQW IRU WKH
&RPSDQ\NV EXVLQHVV XQLWV DQG /8.2,/
*URXS HQWLWLHYV

3URYLGH WUDLQLQJ RQ ULVN PDQDJHPHQW DQG
LQWHUQDO FRQWURO

Heads of business units Heads of the Company’s subsidiaries Employees of LUKOIL Group entities

2UJDQL]H DQG LPSOHPHQW ULVN POUHIIWR /G PDLQWDLQ D IXQFW LRQIDIEDOBLQWDLQ DQG FRQWLQXRXVO\
DQG LOQOWHUQDO FRQWURO SURFHVWIHVFMRIUYW ISIL&E ZLWKLQ WKH HQWLKW 50,86 ZLWKLQ WKHLU EXVLQHVV OL

EXVLQHVV OLQHV &RQWURO WKH 50,&6 SHUIRUPDQFHSHQWLI\ DQG DQDO\]H HQWLWLHVN EXV
ERQWURO LQWR EXVLQHVY SURFHVVHY XQGHRU WKHLU &DUU\ RXW LQWHUQDO FRQWURO SURFH
PD?)DJHPHQ%V Q Q DQG RU SHUIRUP ULVN RZQHU IXQFWLRQ

&RQWURO FRPSOLDQFH ZLWK ULVN PDQDJHPHQW
DQG LQWHUQDO FRQWURO VWDQGDUGV DQG
UHTXLUHPHQWY LQFOXGLQJ UHOLDELOLW\ DQG
SHUIRUPDQFH LQ VXERUGLQDWH %8V
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Risk management of probabilistic modeling

and its use guidance in major

material risk categories impacting

the business operations of LUKOIL
management decision-making within Group entities, which are consistently
LUKOIL's management practice, assessed in terms of quantity,

DQG GHYHORSPHQW R VS HiEterénfheld hotéptable levels for each
management guides material risk, and developed measures

PJSC LUKOIL continuously improves
its risk management system.

In 2019, our key efforts were focused
on improving the corporate enterprise

126

risk management (ERM) system to match
the international best practices.

Risk management development

and improvement focus on:

Reviews, customization

and implementation of new risk
management approaches proposed
by the Committee of Sponsoring
Organizations of the Treadway
Commission in its concept
“Enterprise Risk Management

— Integrating with Strategy

and Performance” (COSO, 2017)
Integration of the risk management
process into major management
decision-making such

as taking on major investment
projects and proceeding

to the active investment phase
based on the results of quantitative
risk analysis

Introduction

of the portfolio optimization
process in the investment program
development

Integration of post-investment
analysis results into the risk
management system to increase
the quality of project risk assessment
Introduction of the risk-return
tradeoff in investment analysis

and decision-making for certain
projects

Integration of the risk management
process into the corporate
governance system through risk
orientation of the LUKOIL Group’s
Budgeting process

Development of guidelines

for the Risk Management business
process, including the application

« Improvement of risk information
quality through harmonization,
standardization and making
recommendations on standard risk
description

¢ Optimizations in information
sharing, response t 0 external
and internal environment changes,
and monitoring risk management
activities

LUKOIL consistently improves its

risk management guidelines, which
establish uniform requirements

to the end-to-end risk management
process across LUKOIL Group entities
and determine management standards
for individual most critical risk
categories.

The Board of Directors

and the Management Committee place
a special focus on risk management

to provide reasonable assurance

of achieving objectives despite
uncertainties and negative impacts.
3-6& /8.2,/ FRQWLQXRXVO\ L
describes, assesses, and monitors risks
and develops measures to mitigate
their adverse effect on our business.

At the same time, our risk management
forms an essential part of our business
and corporate governance system

and involves employees across all
management levels.

We regularly assess the aggregate

risks of LUKOIL Group entities,

ZLWK WKH ULVN SUReOH LQ
reports reviewed by the Board

RI '"LUHFWRUYV

‘H LGHQWLEéHG

to mitigate or prevent their adverse
effect. LUKOIL monitors the progress
and effectiveness of its risk mitigation
measures.

Taking into account the probabilistic
and external nature of LUKOIL's risks,
we cannot fully guarantee that risk
management measures will reduce
their adverse effect to an acceptable
OHYHO
risks, LUKOIL informs stakeholders
about certain circumstances inherent
to its operations, which may have

an adverse effect on its business
performance.

We take all possible measures

to monitor and prevent such events,
and should they occur, will strive

to mitigate their implications as quickly
as possible in order to minimize
damage to the Company.

KHQ GLVFORVLQJ LGHQWL

G HQ gy tognprgve management
performance in LUKOIL Group
entities, we continuously improve
the automated risk management
information system enabling:

» Automation of gathering, reviewing,
reconciling and storing risk data,
thereby enhancing responsiveness
and improving management

« Standardization of risk data
presentation

* Build-up of a kno wledge base

F O AFoR $ortofprddaRi3 P ©

of consolidated risk reports
PrRWK®QIL's governance bodies
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Risk management process at LUKOIL Group

(17,)< '(6&5,%(
$1' $66(66 7+( 5,6.

021,725

56.6 $1° "(7(50,1( 7+( 5,6. 5(63216( 67537(*<
&21752/@) 5.6. 0818*(0(17 &<&/(@) o

0,7,%$7,21

$&7,9,7,(6 / J/ \

Risk to be avoided Risk to be accepted Risk to be mitigated
Measures to Risk mitigation Measures reducing
discontinue the measures are not the probability
"(9(/23 5,6. activities exposed necessary and/or magnitude
0$1%$*(0(17 0($685(6 to risk of potential risk
implications
Risk Committee Internal control As part of regular report reviews in 2019,
PJSC LUKOIL established its Risk the Company monitored compliance
Committee in 2011 to address In 2018-2019 we developed measures with standards of, and requirements
the matters of improving the risk to enhance the internal control system for, ICS organization and functioning
management system and effectiveness at LUKOIL Group in accordance at LUKOIL Group entities,
of the risk management process. with the standards and requirements with the snapshot of their ICS status
It is a collective risk management of the Regulations on Internal Control submitted to the Audit Committee
body under the Company’s at PIJSC LUKOIL. The following measures of the Board of Directors and then
President. The goal, functions, rights, are aimed at further optimizing the use to the Company’s Board of Directors.
responsibilities and procedures of available assets and minimizing The Company'’s Internal Audit Service
of the Risk Committee are determined avoidable losses through improving FRQeUPHG WKH HIIHFWLYH ,&6 RSH
by the Regulations on the Risk WKH HIeFLHQF\ RI LQWHUQ D @crb$k QUKQIIREONp entities.
Committee. The membership structure ¢ ,QRWEXFWLRQ RI XQLeHG VWDQGDUGV
of the Risk Committee is approved of, and requirements to, organization In line with approved plans
by the Company’s President of an internal control system (ICS) for developing and improving internal
and includes, among others, Vice into the operations of LUKOIL Group control, we continued to align
Presidents in charge of business « Prompt elimination of ICS gaps ICS components at Group entities
segments. The Committee’s functions LGHQWLeHG GXULQJ PR QL Wit the andards and requirements
include: activities of the Regulations on Internal Control
¢ Coordinating the Company’s risk ¢ Updating the int ernal control at PJSC LUKOIL. All violations and gaps
management activities VWUXFWXUH WR UHéEHFW DEGWNQ® LEEXMAL QYBVUHVSRQVH PHDVX
« Appointing o wners of the Company’s processes taken were audited by the Internal
material cross-functional risks ¢ Complianc e with requirements Control Department and the Company’s
« Developing proposals of the Federal Tax Service (FTS) dedicated units.
and recommendations of Russia to ICS setup at LUKOIL
on the implementation of the Risk Group entities that have switched LUKOIL Group has in place a scheme
Management and Internal Control or are preparing to switch to the tax of applying violation and gap response
Policy of PJSC LUKOIL monitoring regime measures at similar management units.

For more details on risks,

see Appendix 2: Risks
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In 2019, LUKOIL continued to optimize

and improve accounting services,

including the merger of LLC LUKOIL-URTs
Perm into LLC LUKOIL-Accounting Center
(formerly LLC LUKOIL-URTSs Volgograd).
This merger continued the centralization

of LUKOIL Group entities’ accounting
services operating in Russia into a shared
services center.

5. Business unit interaction.

Board of Directors Report

Corporate Responsibility

academic degrees in accounting
DQG eQDQFH

AUDIT COMMISSION

The Extraordinary General Shareholders
Meeting held on December 3, 2019
resolved on early termination of powers
of members of the Audit Commission
Pavel Suloev, Ivan Vrublevsky and Artem

&RQVROLGDWHG ,)56 éQ D Q Fatiifyannikov and on approval of a new

statements are prepared in close
collaboration between the Accounting
6HUYLFH RI 3-6&b/8.2,/
and various business units both within
the Company and Group entities.
The process stakeholders regularly
exchange and additionally verify
relevant information.
6. Employee training. All employees
of the Company’s Accounting Service
engaged in the preparation of IFRS

b

version of PJSC LUKOILs Charter having
no reference to the Audit Commission.
The Audit Commission was dissolved

to exclude duplication of functions

of the Audit Committee of the Board

of Directors, the Internal Audit Service
and the Audit Commission dealing

with control over the Company’s
business operations, and to cut the costs
related to the activities of the Audit
Commission. The Extraordinary General
Shareholders Meeting passed

FRQVROLGDWHG &QDQFLD QG reSalUlion td Pal €auth vhember

have a degree in accounting

of the Audit Commission remuneration

RU €QDQFH DQG UHJXO D U Grthe gnioDnQdk RUB 3.5 million.
WKHLU TXDOLEFDWLRQV O0DQ\ RI WKHP
DUH FHUWL&HG DFFRXQWDWNTERNAIFAURITQ J

to Russian and international
standards) and are members

of professional accountants’
associations in Russia, the UK

and the USA. Some employees have

Corporate internal audit system

—— Administrative subordination
—— Functional reporting

LUKOIL Group’s internal audit system
was set up to assist in achieving
strategic goals and objectives through
applying a holistic consistent approach

Corporate Governance

to assessment and improvement

of the internal control and risk
management system and corporate
governance by way of audits

and consulting engagements.

The Internal Audit Service

of PJSC LUKOIL complies

with applicable International

Standards for the Professional Practice
of Internal Auditing and the Code

of Ethics for internal auditors adopted
by the International Institute of Internal
Auditors, and is guided by the local
regulations on internal audit approved
at PIJSC LUKOIL.

The Company applies the generally
accepted conceptual model of internal
audit which separates internal audit
functions from internal control and risk
management functions. A special
mode of functional and administrative
reporting and accountability

is established for internal audit

to ensure the auditors’ unbiased
approach and the independence

of audit units. Such form

of accountability allows to provide

the Company’s governance bodies
with reliable and up-to-date information
on the effectiveness of the internal
control, risk management systems
and corporate governance.

Board of Directors Audit Committee

President

[

Heads of entities

J

Dedicated internal audit units
(DIAUS)

Vice President — Head of IAS

Internal Audit Service (IAS)

First Vice President
(Economics and Finance)

Internal Control
Department
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Within LUKOIL Group, internal audit

is performed by:

« The Internal Audit Service
R1 3-6BKOIL (IAS) headed by Vice
President — Head of the Internal Audit
Service (hereinafter, also the “Head
of IAS”)

» Dedicated int ernal audit units
of LUKOIL Group entities (hereinafter,
also the “DIAUS")

The Head of IAS directly manages IAS
activities; DIAUs functionally report

to the Head of IAS. The Head of IAS
reports to the Audit Committee of PISC
LUKOIL's Board of Directors (functional
reporting) and the Company’s President
(administrative subordination).

As at the end of 2019, internal audit
functions existed at 16 LUKOIL Group
entities.

2019 Results

Controls & audits at LUKOIL Group
entities. In 2019, the Internal

Audit Service conducted 10 audits
and had 3 consulting engagements
and the auditors of dedicated internal
audit units carried out 126 controls &
audits.

In the past few years, we have seen
a steady decline in the number

The objective of audit consulting

is to assist and support LUKOIL

Group entities in preventing

and avoiding violations and irregularities
and enhancing internal control and risk
management processes.

Consulting engagements have helped
build excellent partnerships between
audit and management functions,
achieve new audit competencies

and demonstrated the usefulness
and relevance of such practices going
forward.

As part of providing for independent
assessment of internal audit,

by resolution of the Audit Committee

of the Board of Directors of PJSC LUKOIL
passed on March 4, 2019 (Minutes

No. 1) the internal audit function

of PJSC LUKOIL was assessed in 2019
by an independent external assessor

for compliance with the International

Professional Practices Framework (IPPF).

The assessment was carried out
by the Institute of Internal Auditors
and comprised two phases.

degree of independence, transition

from enforcingto IDFW eéQGLQJ FRQWURO

with consulting factored in, highly
skilled IAS employees, and effective
use of an automated system —

the corporate IT system for automation
of risk management, internal control
and internal audit processes.

Focus areas for improvement,

in particular, included improvement
of the risk analysis process in annual
planning, a clear distinction between
consulting projects and audits,

and enhancing the IT skills of internal
auditors.

As part of improving the guidelines

supporting internal audit across

LUKOIL Group, the Group updated

the following key local regulations

on internal audit in 2019 to include

the external assessment results

and the international best practices:

¢ The Regulations on | nternal Audit
at PJSC LUKOIL (updated version)

* The Rules of Internal Audit of Public
Joint Stock Company “Oil Company
‘LUKOIL™

¢ The Regulations on Or ganizing

The eUVW SKDVH LQFOXGHG D Q &r@\Gohdicting Audits

assessment and development

of recommendations for enhancing
the internal audit in the form

of a preliminary assessment report,

ofgapsand YLRODWLRQV L GH Q Wfbllowed by development of an internal

at LUKOIL Group entities due to higher
performance of audited entities, as well
as better and more reliable internal
control, risk management and corporate
governance systems.

In addition to audits, the Internal

Audit Service provided audit
consulting services in 2019 to LUKOIL
Group entities implementing

priority investment projects such

audit improvement plan. The second
phase focused on following up
on the recommendations developed

DW 3-6&b/8.2,/

These local regulations were updated
to align the Company’s regulatory
framework with the requirements

of the International Professional
Practices Framework, including

the recommendations of the Institute

duringthe e UVW S KD VH and preparing of Internal Auditors made during

an implementation report.

Based on the results of the analysis,
the independent assessor concluded
that, overall, the internal audit
operations at PJSC LUKOIL
complied with the IPPF,

as development ofthe <DUHJVNR\H éab@@l as the expectations and needs

the 9 ,
of a delayed coker complex to process
heavy residuals at Nizhny Novgorod
5HeQHU\

*UD\IHU eHOG and constructafithe Company’s management.

Among the positive aspects of internal
audit operations were a high

the independent external assessment
of the internal audit at PJISC LUKOIL,
and to specify the main approaches

to audits and consulting engagements.

In 2019, the Internal Audit Service’s
activities to carry out objective
assessment of internal control, risk
management and corporate governance
processes included tests of relevant
procedures later developed into

their eQDO YHUVLRQV

XSGDWHG YHUVLR
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In addition, the IAS continued

to develop and update procedures
for audits (controls & audits) applied
by internal auditors.

As part of assessment

of the internal control, risk
management and corporate
governance systems, in early 2019,
the Internal Audit Service carried

out relevant audit evaluations

of the 2018 performance; the results
were submitted to the Audit Committee
of the Company’s Board of Directors
(Minutes No. 2 dated April 10, 2019)
and the Board of Directors of PJSC
LUKOIL (Minutes No. 6 dated May 15,
2019).

Board of Directors Report

Corporate Responsibility

Audits by DIAUs

126
2019

136 1
2018 —

161 3
2017 ——

B Scheduled
B Unscheduled

Fewer audits in 2019 resulted

from the IAS providing audit consulting
on three priority investment projects

of LUKOIL Group entities in addition

to regular controls & audits conducted
in the reporting period.

Plans to improve internal audit

The DVVHVVPHQW UHVXOWYV F R &dy P02V Knd Wid-term objectives

PJSC LUKOIL operates effective internal
control, risk management and corporate
governance systems.

As part

of audit automation and development
of the corporate IT system

for automation of risk management,
internal control and internal audit
processes, the Internal Audit Service
piloted the automation of internal

audit procedures in 2019 to screen

data in the Company’s information
systems in order to identify unapproved
and suspicious transactions (anomalies)
and fraudulent activities.

The pilot proved the effectiveness
of this solution for internal audit
automation.

Controls & audits

Audits and consultations
by the IAS

10
2019
15 4
2018 I
16 2
2017 ——
I Scheduled
M Unscheduled
Consulting

of the Internal Audit Service

are as follows:

« Consistently implement the Program
to Improve the Quality of Internal
Audit at PJSC LUKOIL for 2017-2021

¢ Carry out audit and ¢ onsulting plans

¢ Perform regular monitoring
of LUKOIL Group entities’ execution
of the resolutions of the Company’s
governance bodies and internal audit
recommendations based on audit
results

¢ Improve the regulatory
and procedural framework
for internal audits

¢ Test audit ( control & audit) options
during audits

¢ Update (based on test results)
and approve audit guidelines
for corporate governance, internal
control and risk management
systems

« Enhance the performanc e of DIAUs
at LUKOIL Group entities, including
through consulting engagements
and methodological support
provided by the Internal Audit
Service of PJSC LUKOIL

¢ Introduce and further improve
automated internal audit
processes, including step-by-step
implementation of the project
to automate internal audit
procedures, and improvement

Corporate Governance

of the corporate IT system
for automation of risk management,
internal control and internal audit
processes

« Introduce regular self-assessments
of the internal audit at PJSC LUKOIL
for compliance with the International
Standards for the Professional
Practice of Internal Auditing

EXTERNAL AUDIT

LUKOIL selects its independent auditor
based on proposals made by the Audit
Committee of the Board of Directors

and approves the auditor at the General
Shareholders Meeting on an annual basis,
in line with Russian laws.

The auditor’s independence is determined
by the International Standards on Auditing
and the national auditing rules (standards)
approved by resolutions of the Russian
Government.

In June 2019, the Annual General
Shareholders Meeting approved

-6&b.30* DV WKH DXGLWRU RI 3-6& /8.

To maintain independence and comply
with audit standards, the Company’s
auditor regularly, at least once in seven
years, changes its key audit partner.
Rotation of the auditor’'s partner was last
made in 2014.

The fee payable to JSC KPMG for auditing

WKH &RPSDQ\NV ,)56 FRQVROLGDWHG

statements for 2019 was RUB 246,778
thousand (excluding VAT), for auditing

WKH &RPSDQ\NV 586 DFFRXQWLQJ &Q

statements for 2019 was RUB 10,286
thousand (excluding VAT).

The share of remuneration unrelated
to audits in the total fee payable
to the auditor is less than 30%.
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Members

Board of Directors Report

Corporate Responsibility Corporate Governance

Key roles

Management Committee

Chairman - Vagit Alekperov,
President of PJSC LUKOIL

Elaborates and approves the Company's quarterly, annual and perspective activity plans

Develops and approves budgets and investment programs, including the Environmental
Safety Program of LUKOIL Group Entities and the Industrial Safety, Labor Conditions
Improvement and Protection, Emergency Prevention and Response Program of LUKOIL
Group Entities

Monitors progress against activity plans
Develops and implements the overall strategy of the Company's subsidiaries

Health, Safety
and Environmental Committee
of PJSC LUKOIL

Chairman - Ravil Maganov,
First Executive Vice President
of PJSC LUKOIL, Vice Chairman
of the Board of Directors,

a member of the Strategy,
Investment and Sustainability
Committee of the Board

of Directors

Develops the HSE Policy, objectives, targets, and key performance indicators of LUKOIL
Group entities

Analyzes the effect of HSE initiatives

Develops proposals to improve the HSE Management System of LUKOIL Group, including
the efficient allocation of resources to comply with the HSE requirements

Reviews measures for management of material HSE risks and environmental sustainability,
including HSE initiatives

Head of sustainability -

Evgeny Khavkin, a member

of the Management Committee
of PJSC LUKOIL, Vice President -
Chief of Staff of PJSC LUKOIL

Organizes and coordinates:
- Efforts to shape the overall corporate position on sustainability

- Stakeholder engagement on the Company's sustainability agenda

- Development of local regulations on sustainability

- Sustainability-related communications between the Company's business units
- Preparation of the Group's Sustainability report

Develops recommendations and proposals to governing bodies on improving sustainability
and its management practices at the Company and other LUKOIL Group entities

Working Group on Sustainability

Head of sustainability -

Evgeny Khavkin, a member

of the Management Committee
of PJSC LUKOIL, Vice President —
Chief of Staff of PJSC LUKOIL

Analyzes sustainability feedback from stakeholders
Develops a unified corporate position related to sustainable development issues and aspects

Effects sustainability-related communications and interactions between the Company's
business units

Consistently improves the system of collecting, preparing and disclosing sustainability
reporting information

Approves the list of disclosed indicators, their calculation guidelines and scope
Approves the overall public position on sustainability

Organizes and monitors the preparation of LUKOIL Group's Sustainability Report
Develops sustainability recommendations for governance bodies

Corporate Secretary
of PJISC LUKOIL

Natalia Podolskaya

Interacts with members of the Board of Directors on sustainability-related matters
Develops recommendations on improving sustainability management
Participates in stakeholder engagement in sustainability matters

Coordinates stakeholder engagement with members of the Board of Directors
on the sustainability agenda

Initiates activities aimed at improving sustainability management, with a view
to their deeper integration into business processes
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Major institutional investors in shares and depositary receipts Recommendations

as at December 31, 2019 of analysts of investment
banks and fnancial
cgwgg\pies for LUKOIL shares,

Name 6KDUH LQ OIA)UHH;)S at December 31, 2019,
Vanguard Group 2.4
BlackRock 1.6 6
Invesco 0.9
Harding Loevner 0.9
FMR 0.8
Schroders 0.7
Dimensional Fund Advisors 0.6
LSV Asset Management 0.6
Government Pension Investment Fund Japan 0.6 94
Canada Pension Plan Investment Board 0.5
M Buy
Source: Bloomberg M Hold

. . . . Including: Bank of America Merrill Lynch,
Ordinary shares and depositary receipts tickers of PJSC LUKOIL Citigroup, Goldman Sachs, HSBC
-3bORUJDQ ORUJDQ 6WDQOH\ 5DLII
Bank, Renaissance Capital, UBS, WOOD
LKOH Moscow Exchange Ordinary shares st level & Company, ATON, BCS, Gazprombank,

PJSC LUKOIL ordinary shares are admitted to, and mainly traded on, the Moscow VTB Capital, S(_)Vﬁ Capital, Sberbank
Exchange, included in the Level One quotation list, and are one of the most liquid CIB, Veles Capital.
instruments in the Russian equity market.

Ticker Exchange Type Listing

LKOD London Stock Exchange Depositary receipts Standard

The depositary receipts (DRs) of the Company are traded on the London Stock

Exchange. One DR issued for PJSC LUKOIL shares equals one ordinary share

issued by PJSC LUKOIL. Company depositary receipts are one of the most liquid The list of analysts covering
depositary receipts among Eastern European issuers. Company securities is available

on the Company'’s website

LUK Frankfurt Stock Exchange  Depositary receipts

LUKOY US OTC market

PJSC LUKOIL depositary receipts are also traded on the Munich and Stuttgart Stock
Exchanges.

Indices which include PJSC LUKOIL shares

The Company’s shares and DRs
weight in the index

Index as at December 31, 2019, %
FTSE Russia IOB 17.0
MOEX Russia Index 13.6
MSCI Russia 16.0
MSCI Emerging Markets Eastern Europe 12.0
MSCI Emerging Markets EMEA 4.2

140






About the Company

Board of Directors Report

The report on dividends accrued and paid

Corporate Responsibility

Corporate Governance

2017 2018 2019
Period 9M 2017 FY2017 Total 9M 2018 FY2018 Total 9M 2019 FY2019 Total
Accrued dividend 85 130 215 95 155 250 192 350° 5423
per share, RUB
Accrued dividend, 72,298 110,573 182,871 71,250 116,250 187,500 137,280
RUB million
The issuer's Extraordinary Annual Extraordinary  Annual General Extraordinary
governance General General General Shareholders General
body deciding Shareholders Shareholders Shareholders Meeting Shareholders
on dividend Meeting Meeting Meeting Meeting
payouts
Date of the meeting December 4, June 21, 2018; December  June 20, 2019; December 3,
of the issuer's 2017; Minutes Minutes No. 1 3,2018; Minutes No. 1 2019; Minutes
governance No. 2 dated  dated June 25, Minutes No.  dated June 25, No. 2 dated
body deciding December 6, 2018 3 dated 2019 December 5,
on the dividend 2017 December 5, 2019
payout, Minutes No. 2018
Declared dividend up to January up to July 23, up to January up to July 19, up to January
payout period 12,2018 / up 2018 / up 11,2019 / up 2019 / up 10, 2020 / up
to February 2, to August 13, to February to August 9, to January 31,
2018 2018 1, 20192 20192 20202
Ratio of unpaid 0.060271 0.046467  0.051925 0.060167 0.105070  0.083808 0.065803

to accrued
dividends, %'

Total accrued dividends are calculated through multiplication of the total number of PJSC LUKOIL shares by the amount of dividends per share.

For more details, see the Share Capital, Share

Prices, and Dividends section of the Analyst
Databook

' Dividend payouts were not made to the shareholders who had failed to provide their payout details as per Article 42 of Federal Law No. 208-FZ On Joint-Stock Companies
dated December 26, 1995.

* Nominee shareholders and trustees (professional security traders) whose names are on the shareholder register of PJSC LUKOIL / other shareholders whose names

are on the shareholder register of PJSC LUKOIL.

® Dividend amount recommended by the Board of Directors based on the 2019 resullts.
Total accrued dividends are calculated through multiplication of the total number of PJSC LUKOIL shares by the amount of dividends per share.
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INFORMATION OPENNESS
AND TRANSPARENCY

As an issuer of publicly traded
securities, PJSC LUKOIL makes regular
mandatory disclosures, providing
equal access to all stakeholders

in accordance with Russian laws

and the requirements of the Moscow
Exchange and the London Stock
Exchange. The Company effects
regular and timely publications of press
releases and disclosures of material
facts on major developments within

the Group.

The Company strives to continuously
increase its informational openness
and transparency through publishing
a wide range of information

products beyond applicable
statutory requirements. For example,
in addition to the mandatory annual
publication of its Annual Report,

the Company publishes the Analyst
Databook containing detailed digital

visits, senior management speeches
at conferences, face-to-face meetings,
and communications with stakeholders.
The Company regularly responds

to inquires made by stakeholders,
including the media, institutional

GDWD RQ LWV RSHUDWLQJ DiQvester Er@ifeiniettal organizations

performance. On a quarterly
basis, in addition to statutory

and shareholders.

éQDQFLDO VWDWHPHQWY SUHSDUHG

under Russian and international
standards, the Company publishes

@QDQFLDO SUHVHQWDWLRQ
@QDQFLDO DQG RSHUDWLQJ

results in Excel format.

To enhance its openness, the Company L
SUHVHQWY LWV éQDQFLDO VW &

quarterly conference calls, conducts
other presentations, organizes site

R Rgiabs U HIDWHG
Rk R bR D Qo

are available on the Company's
website

O]

e
STty
oy 'u:f:

WV GXULQJ

—— EXPERT ASSESSMENT

category as the Best IR Professionals.

PJSC LUKOIL won awards in three categories of the 22nd Annual Reports Contest 2019, organized by the Moscow Exchange and Stock Market
OHGLD *URXS DQG KHOG LQ SDUWQHUVKLS ZLWK ,QVWLWXWLRQDO ,QYHVWRU IRU WKH eUV

Following the results of an independent survey, LUKOIL received an award in the Extel Survey Best Corporate by Large Cap Russia 2019

Once again, LUKOIL also became the winner of the award of the Russian Union of Industrialists and Entrepreneurs for the best corporate
social responsibility and sustainable development report.

The Company'’s revamped web-complex received a separate award in the Best Design and Navigation of a Corporate Website category.
LUKOIL's web-complex had also been the only Russian website which had made it to Top 30 global corporate websites, according to Bowen
Craggs & Co (Index of Online Excellence), a British consulting company.
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2020 fnancial calendar

Strategy Day

Corporate Responsibility

Corporate Governance

Presentation of 2019 results March 11
Financial results announcement

FY2019 March 10
Q12020 June 3

Q2 2020 August
Q32020 November
2019 dividends

Recommendation by the Board of Directors May 18
Dividend record date July 10

9M 2020 interim dividends

Recommendation by the Board of Directors October
Dividend record date December
General Shareholders Meeting

Annual General Shareholders Meeting June 23
Extraordinary General Shareholders Meeting December
Annval publications

Annual report May
Analyst Databook May
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KEY ENTITIES WITHIN THE GROUP

EXPLORATION AND PRODUCTION

RUSSIA

West Siberia

LLC LUKOIL-West Siberia

LLC RITEK (TPU RITEK-Beloyarskneft)
LLC LUKOIL-AIK

LLC TURSUNT

Timan-Pechora
LLC LUKOIL-Komi
LLC Bashneft-Polyus (25.1%)

Urals

LLC LUKOIL-PERM

LLC UralOil

LLC PermTOTIneft (50%)

Volga

LLC LUKOIL-Nizhnevolzhskneft

LLC RITEK (TPU Volgogradneftegaz,
TPU RITEK-Samara-Nafta)

LLC JV Wolgodeminoil (50%)

Other

LLC LUKOIL-Kaliningradmorneft
LLC RITEK (TPU TatRITEKneft)

LLC Oil Company Priazovneft (49%)

(Short names of the Group's organizations used in the Report)

KAZAKHSTAN

LUKOIL Overseas Karachaganak B.V.
LUKARCO B.V.

JSC TURGAI PETROLEUM (50%)
LUKOIL Overseas Kumkol B.V.

LLP LUKOIL Kazakhstan Upstream

UZBEKISTAN

LUKOIL Overseas Uzbekistan Ltd.

LLC LUKOIL Uzbekistan Operating Company
SOYUZNEFTEGAZ VOSTOK LIMITED

IRAQ_
LUKOIL Overseas Iraq Exploration B.V.

LUKOIL MID-EAST LIMITED

EGYPT
LUKOIL OVERSEAS EGYPT LIMITED

AZERBAIJAN
LUKOIL Overseas Shah Deniz Ltd.

NORWAY
LUKOIL Overseas North Shelf AS

NIGERIA
LUKOIL Overseas Nigeria Limited
LUKOIL UPSTREAM PRODUCTION NIGERIALTD

ROMANIA
LUKOIL Overseas Atash B.V.

GHANA
LUKOIL OVERSEAS GHANA TANO
LIMITED

CAMEROON
LUKOIL Overseas Etinde Cameroon Sarl

MEXICO
LUKOIL UPSTREAM MEXICO, S. de R.L.de CV.

THE REPUBLIC OF CONGO
LUKOIL Upstream Congo Anonymous
Company Unipersonel

SAUDI ARABIA
LUKOIL Overseas Riyadh Ltd.

UAE
LUKOIL Upstream Abu Dhabi GmbH

OIL REFINING AND GAS
PROCESSING

RUSSIA

LLC LUKOIL-Volgogradneftepererabotka
(Volgograd Refinery)

LLC LUKOIL-Nizhegorodnefteorgsintez
(Nizhny Novgorod Refinery)

LLC LUKOIL-Permnefteorgsintez

(Perm Refinery)

LLC LUKOIL-UNP

(Ukhta Refinery)

LLC LUKOIL-KGPZ

(Korobkovsky GPP)

ITALY
ISAB S.r.l.
(ISAB Refinery)

BULGARIA
LUKOIL Neftochim Burgas AD (99.85%)
(Burgas Refinery)

NETHERLANDS
Zeeland Refinery N.V. (45%)
(Zeeland Refinery)

ROMANIA
PETROTEL-LUKOIL S.A. (99.77%)
(Ploiesti Refinery)

PETROCHEMICALS

RUSSIA

LLC Saratovorgsintez
(Saratovorgsintez)
LLC Stavrolen
(Stavrolen)

BUNKERING

RUSSIA
LLC LUKOIL MarinBunker

BULGARIA
LUKOIL-Bulgaria Bunker EOOD
AIRCRAFT REFUELING

RUSSIA
LLC LUKOIL-AERO
LLC LUKOIL-Varandey-AVIA

BULGARIA
LUKOIL Aviation Bulgaria EOOD






Corporate Governance >>>

148

Reference Information Legal address and head offce
11, Sretensky Blvd, Moscow, 101000,

About the Company Russia

Public Joint Stock Company “Oll Website: www.lukoil.ru (Russian),

Company ‘LUKOIL™ (hereinafter, www.lukoil.com (English)

the “Company”) was established Central Information Service

in accordance with Decree No. Tel.: +7 495 627 4444, +7 495 628 9841

1403 of the Pres