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Being a driving force of the country’'s economy,
SOCAR has been involved in large-scale operations
and contributed signi cantly to the sustainable
development of the Republic of Azerbaijan. The
key issues prioritized by the Company are to ensure
sustainability of oil and gas production and to achieve
a diversi ed business pro le, something the Company
continued implementing in 2018 through actions and
initiatives. To prevent a downward trend in oil and gas
production and achieve stabilization and an increase
in production, SOCAR took extensive and targeted
geological, technical and organizational measures
with respect to both functioning and idle wells. All the
measures were implemented in the frame of approved
programs and in alignment with scienti ¢ and technical
norms. During the reporting year, 65 new onshore
and offshore wells were drilled, as well as 94
nonfunctioning wells were commissioned after over- implementation will allow us to produce fuel and
hauls. other high-quality oil products compliant with Euro-5
standard in the country, and to meet the demand for
SOCAR plays a signicant role in strengthening high-quality fuel on the domestic market, while also
Azerbaijan’s global image as a reliable energy supplier.improving the environmental situation in the country.
In recent years, we have secured a place among
transnational gas exporting companies after proving 2018 was remarkable in terms of both the expansion
ourselves as a reliable oil exporter in global markets. of the scope of activities of SOCAR and decreased
The economic value of imp|ementing such signi cant reliance on imports. In addition to addressing local
projects as Shahdeniz-2, the South Caucasus heeds, the newly launched Methanol and Carbamide
Pipeline Expansion, and TANAP, has put the companyplants will also export its production to foreign markets.
in the spotlight of the international community, The Carbamide Plant is expected to export 70%
also helping to strengthen the role of Turkey in gas Of its nitrogen, which is the key output of the facility,
supplies and positioning Azerbaijan and SOCAR bringing added value worth $160 min. to the country.
as important economic partners. The Company has Moreover, SOCAR Capital LLC, launched during the
already completed three out of four segments of the reporting period, helped SOCAR bonds to become the
Southern Gas Corridor Project for the transportation Most actively traded debt securities on the local stock
of Azerbaijani natural gas to Europe. The TAP project exchange, with secondary trading exceeding the initial
is in the process of completion. On top of that, with €emission rate by 1,7% by the end of the year.
the launch of the Southern Gas Corridor Project,
Azerbaijan will become a key link in the EuropeanIn 2018, major global auditing and consulting rm
energy supply system. Ernst & Young reviewed the Company’s corporate
governance structure. Following interviews and a
During the reporting period, SOCAR completed the rst review of internal documents, the Company’s overall
phase of the Heydar Aliyev Oil Re nery modernization corporate governance was rated as "STRONG" at
project — a landmark event in the development of the 81% of the maximum result. This rating demonstrated
oil processing industry. The project implementation the effective management system in SOCAR.
is progressing successfully phase by phase. Its full

Global climate change and the disturbed ecosystem on occupational safety operating at SOCAR and its
are among the biggest environmental challenges thataf liated entities undertook a number of inspections
humanity is facing, and SOCAR is taking bold actions to during the reporting period and eliminated all discovered
addressthis problem. The company reviews the potentialsafety violations.

impact of actions taken and addresses all factors likely

to have an adverse effect on the environment and publicSOCAR grows and develops year by year. Our mission
health. According to the 2017-2022 Plan to Reduce is to increase SOCAR’s contribution to sustainable
Associated Gas Emissions at SOCAR and in Projects development of the country, achieve energy security,
Involving SOCAR, the Company aims to achieve aand continue our efforts to increase national income as
64.9% reduction in associated gas emissions by 2022 a global Azerbaijani brand.

compared to the baseline. As part of this plan, for the

rst time in 2018, we managed to connect associated

gas extracted from the functioning oil elds of Salyan Oil

Limited to a closed system, which helped the operating

company to monitor generated associated gases.

Based on the outcomes of this project, SOCAR plans

to launch associated gas management projects at other

operating companies and facilities in the coming years.

In 2018, SOCAR successfully continued its

environmental protection cooperation established in
previous years. To achieve a reduction in atmospheric
emissions, it is important to properly identify and
calculate them. As part of the cooperation with Rovnag Abdullayev
Norway’s Carbon Limits aimed at reducing gas leaks

from SOCAR’s units, the Company has continued

its efforts to calculate gas emissions in its areas of

operation.

President of SOCAR

The Company has successfully executed its 2020
Climate Change Mitigation Strategy. In addition, we
have started to develop internal targets for structural
units and facilities to determine the contribution that
we will be able to make under the commitments for
Sustainable Development Goals introduced by the
United Nations and ratied by Azerbaijan. We will
provide our short-term and long-term targets and
appropriate plans for each important indicator in the
next Report.

All our achievements became possible thanks to the
efforts and commitment of our employees. At SOCAR,

we consider our employees as the foundation of the
Company’s sustainable development, and one of the
top priorities at SOCAR is to continuously enhance

employee satisfaction and ensure decent working
conditions. During the reporting year the ef ciency

of human resources management, effectiveness
management, and training and development
management, as well as recruitment, deployment, and
adaptation management were improved under the
Human Resources Transformation Program. In order
to minimize production risks, permanent commissions






The current Sustainable Development Report have been included in the structure of the Company
(hereinafter, the Report) is the eighth Report of the only at the end of 2018 and their activities have been

State Oil Company of the Republic of Azerbaijan |imited, they were not included in the scope of this Re-
(hereinafter, SOCAR). With the publication of o,

Sustainable Development Reports, our goal is to inform
all our stakeholders about our economic, social, and
environmental performance, as well as our approach
and principles for managing sustainable development Although the Company does not have a formal policy for
activities throughout the year. The current Reportengagement with stakeholders, SOCAR holds regular
re ects the results of activities for 2018 on the ongoing meetings with them and shares information through
development of representations of subsidiaries and various mechanismgsee Table 13 for more details)To
af liates abroad, along with SOCAR's structural units provide a comprehensive and transparent Report on the
in Azerbaijan. impacts of our activities, the interests of both internal
and external stakeholders and their comments made
throughout the year were taken into account during the

The 2018 Report of SOCAR has been prepared in preparation of this Report. Further, in order to identify
accordance with the “Core” option of the Global material topics and aspects, we analyzed the highlights

Reporting Initiative (GRI) Standards. The content of the of SOCAR’s a(.:tlvmes .|n the mass media, SUSt‘?mab'“ty
Report is based on the GRI principles on materiality, Repo_rts of .ve mternatmn_al oil and gas companies, ffmd
stakeholder inclusiveness, sustainability context, asheld interviews with various stakeholders on various

well as principles of balance, comparability, clarity, areas _Of sustalr_labl_e developmer_lt. As a_ result of ﬂje
timeliness, transparency, and reliability. The disclosureanalys's' material issues associated with SOCAR's

status of the GRI indices are provided on page 168 activities were identied and are illustrated inFigure 1.
Moreover, Table 1 provides information on which

aspects are most important to SOCAR'’s stakeholders.

Identi cation of material topics

The Report was independently audited by Ernst &
Young. The Independent Assurance Statement (see
page 180) conrms that the Report has been pre

pared in accordance with the “Core” option of the GRI
Standards. Provided the extensive and diversied
portfolio of SOCAR’s operations, special attention is
required to ensure consistent approach to calculation
of indicators and their scope. If the scope of material
indicators is modi ed, relevant notes are provided.
Current Report covers information on SOCAR's
economic, social and environmental impacts, as
well as operations of Energy Georgia, SOCAR En-
ergy Ukraine, and SOCAR Energy Switzerland. Con-
sidering that the Methanol and Carbamide plants

Emissions
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About the Company

With large-scale investments, SOCAR is involved in the In 2018, 28 structural units, including 3 production
oil, gas and petrochemical industries at both domestic units, 5 factories, 2 trusts, and one instituteperated as
and global levels. Domestically, SOCAR undertakes corporate entities within SOCAR's business structure.
oil and gas eld search, exploration and development, Moreover, the Company is a partner in a Production
production, re ning, and transportation of oil, gas, Sharing Agreement that covers elds in the Azerbaijani
and gas condensate, as well as the sale of oil, gas,sector of the Caspian Sea as well as onshore.

and petrochemical products on both the global and

domestic markets. In general, as the largest company

in the country with its workforce of 51125 people (50

424 in 2017), SOCAR plays an important role in the

sustainable development of Azerbaijan.

Achievements of SOCAR in 2018

(A

7542,3

thousand tons of

6 525,6
min. n¥
gas extracted

2 417

new employees

oil extracted

69% 2

increase in net 92 313 new large
I I I economic value new gas plants were put
= inthe last 3 years subscribers into operation

Our mission, vision and values

Our mission is to protect the fuel and energy security Our vision is to become a large and vertically-integrated
and strategic interests of the Republic of Azerbaijan international company that aligns its operational
in the development of the oil, gas and petrochemical ef ciency, and social and environmental responsibility
industries. Itis our objective to support the development with the best international practice.

of the scienti c, technical, economic, and intellectual

potential of Azerbaijan by introducing advanced and SOCAR's "Comprehensive Plan on Strategic
environmentally friendly technologies. We aim toDevelopment by 2025" is updated annually to ensure
hold a pivotal position in regional and international the effectiveness of our mission as well as sustainable
energy projects and maximize prot from the sale of and long-term strategic development.

hydrocarbon reserves and re ned products in both the

domestic, and international markets.

SOCAR In Azerbaijan
Increase of production

To prevent a downward trend in oil and gas production both functioning and idle wells. All the measures were
and achieve stabilization and an increase in production,implemented in the frame of approved programs and in
SOCAR has taken extensive and targeted geological, alignment with scienti ¢ and technical norms.
technical, and organizational measures with respect to

Proven oil reserves,thousand tons 71 503,0 70 164,0 71 055,0
Proven natural gas reserves, min. m 51 978,0 51 485,0 45 692,0
Oil production, thousand tons 7522,4 7 4271 7 542,3
Gas production, min. m 6 266,8 6 089,1 6 525,6
Oil processing, thousand tons 6 009,4 5 815,5 6 090,5

Gas processing, min. m 3 000,7 2918,3 2 952,2

OIil Production

During the reporting year SOCAR produced 7 542,3 thousand tons of ail in the country as well as in Azerbaijani
sector of the Caspian Sea, of which 6 255,9 thousand tons were extracted from Azneft Production Union's (PU)
elds and 1 286,4 thousand tons were extracted from elds in which the Company holds shares. During the
reporting year, 65 new production wells and 94 non-functioning wells were commissioned following onshore and
offshore repair works.

OIL PRODUCTION IN AZERBAIJAN IN 2016 2018, THOUSAND TONS

18% 19%

81%

Others -33512,1
® SOCAR-7522,4

® Others - 31 261,8
® SOCAR-74271

Others -31272,0
® SOCAR-7542,3

Proven oil and gas resources include the resources used in production only .
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Development of the re ning sector

Heydar A|ier Baku Oil Re nery Itwillincrease the Re nery’s annual processing capacity
to 7,5 min. tons per year and create a steady supply of

raw materials to Azerikimya. The reconstructed re nery
will fully meet the demand of the domestic market for
high-quality fuels, reduce carbon emissions in Baku,
and improve the environmental situation.

In the reporting year, Heydar Aliyev Baku Oil Re nery
made signi cant efforts to develop the re ning industry.

On December 21, 2018 a new Bitumen Blowing unit
and a lique ed gas lling station were launched as
part of the rst phase of the Heydar Aliyev Re nery’s
reconstruction and modernization program. The
President of the Republic of Azerbaijan, Mr. llhamMethanol Plant

Aliyev, attended the opening ceremony. The rst phase-l-he Methanol Plant was included into SOCAR's
of the reconstruction and modernization program that
was completed with the launch of the Bitumen Blowing
Unit and Gas Filling Station, consisted of three main
projects:

structure in October 2018. The annual production
capacity of the plant is 650-700 thousand tons. Methyl
alcohol with a purity level of 99,99% is considered
an A-class product and is the purest methanol in the
Construction of the new Bitumen Blowing Unit world. The quality of internationally standardized and

and Gas Filling Station certi ed methanol is regularly monitored by the plant’s

N R SR U RN R RS ERE  'aboratory and internationally recognized inspection
are planned to be built during the next phases bodies. The plant has storage of over 48 000 metric
tons of ready-made products to ensure timely delivery
and high-quality customer service.

Land surveying works and preparing the area fol
construction

The new Bitumen Blowing unit will allow an increase With 95% of the products being exported abroad,
of up to 60% in annual production capacity, and the Methanol Plant realizes and strengthens the
production of high-quality bitumen PEN 40/60 that export potential of the country, while fully meeting
will meet domestic demand. The new facility will the growing requirements of the domestic market.
save energy and make a signi cant contribution to
environmental protection in Baku. It will also minimizeln addition to intermediate products in the gas-
the plant's operational costs. The construction of the chemical industry, for the rst time in the history of the
new Bitumen Blowing Unit was necessary because of industry, the plant has already started manufacturing
the reconstruction of the Heydar Aliyev Re nery and end consumer products, including laboratory-grade
the phased cleaning of the former Azerneftyag Oil methanol. The purity level of methanol manufactured by
Re nery’s territory that will also be used in the White SOCAR is 99,98%. It is worth noting that the produced
City project. laboratory-grade methanol is sold with the tag “Made
in Azerbaijan” under the SOCAR brand. Along with the
In 2016, a detailed engineering, procurement, domestic market, SOCAR is able to supply laboratories
construction, and management contract (EPCM) for a in Turkey, Western Europe, and Mediterranean countries
new Bitumen Plant was signed with Poerner Gruppe, with laboratory-grade methanol.
Austria. Azfen, the construction contractor, began
building the facility in April 2017. The construction
project, involving 400 local workers and professionals,
was completed as scheduled.

The second phase of reconstruction work, to be
completed by the end of 2020, will facilitate the
production of Euro-5 diesel fuel, while the third phase,
scheduled for the beginning of 2021, will enable the
production of Euro-5-standard A-92/95/98 gasoline.

15
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Carbamide Plant

The construction of the Carbamide Plant, on the Carbamide Plant. Using 435 min. rhof natural gas
territory of Sumgait Chemical Industry Park (SCIP), as the main feedstock for the production of nitrogen
was completed at the end of 2018. The SOCAR fertilizers, the Plant has a capacity to produce 650-
Carbamide Plant project was implemented pursuant 660 thousand tons of carbamide per year. 70% of the
to the State Program on Reliable Food Supply for production is planned for export, which will bring $160
the Population of the Republic of Azerbaijan during min. per year in added value to the country. (1.32%per
2008-2015 approved by Decree of the President of day). It will produce 1,200 tons of ammonia and 2,000
the Republic of Azerbaijan dated August 25, 2008, tons of urea per day. In the meantime, the urea to be
and State Program for the Development of Industry for produced at the Plant is intended to satisfy domestic
2015-2020 approved by Decree of the President of the demand, while surplus product will be exported to
Republic of Azerbaijan dated December 26, 2014. In Turkey by railway and to world markets through the
2011, an international open tender was announced to Black Sea ports.

select the Engineering, Procurement and Construction

(EPC) Contractor for the Project. In 2012, Samsung The launch of this plant will contribute to the
Engineering Co., Ltd. (South Korea) was announced development of agriculture in Azerbaijan. Urea fertilizer
the winner of the bid held with the participation of has the highest nitrogen content and is considered to
several internationally reputable companies. be a high-quality nitrogen fertilizer.

Reliance on imports of nitrogen fertilizers will be
eliminated with the launch of production at the SOCAR

SOCAR Polymer

One of the rst residents of Sumgayit Chemical During the operation period, the plants are expected
Industrial Park (SCIP), SOCAR Polymer was founded to bring $6.6 bin. revenues, 30% of which will be the
on July 16, 2013 in order to reinforce the development Company's net prot. SOCAR Polymer is the rst of
of the chemical industry in the country. The project’sits kind in Azerbaijan in several areas:

cost is $816 min. The company’s production facilities
built within the territory of SCIP will produce 184
KTA of polypropylene and 120 KTA of high-density
polyethylene. The Polypropylene Plant, the rst phase
of SOCAR Polymer project, was launched at the
opening ceremony held on July 18, 2018 attended by
the President of the Republic of Azerbaijan, Mr. llham
Aliyev and the president of Italian Reoublic, Mr. Sercio
Mattarella.

SOCAR Polymer is the rst petrochemical
company in Azerbaijan based on a public-privatd
partnership

It is the rst company involving shareholder

capital without a parent company guarantee
based on project nancing principles

Itis the rst company in Azerbaijan producing
polypropylene and high-density propylene

SOCAR's new industrial complex will fully meet
the demand of the domestic market and export

In addition to meeting domestic demand, products
manufactured as part of the SOCAR Polymer project
will be exported. The Plant has already started
polypropylene exports under contracts signed with
Turkish companies. 15000 tons of polypropylene

were exported last year. The Company’s products will New Oil and Gas Processing

enable businesses to gain better access to feedstock .
and provide an additional impetus to strengthening Plant and Petrochemical Complex

the export potential of the country.According to In addition to discussed projects, SOCAR plans the
preliminary estimates, the SOCAR Polymer Complexconstruction of the Gas Processing and Petrochemical
will increase revenues of Azerbaijani from non-Complex (OGPC) in the Garadagh district. On May
oil sector by 19% and the GDP of the Absheron 15 2017, SOCAR and China National Gasolineeum
economic region by 15%. 500 permanent workers corporation (CNPC) signed a Service Agreement on
will be employed during the operation of the Plant. the Preliminary Detailed Design for the Gas Processing

the remaining 75% of the product to the Turkish
and European markets

Plant and Petrochemical Complex under the SOCAR In 2017, experienced international and local companies
GPC Project during the One Belt-One Road forum. were involved in preparation of the engineering,
This agreement is designed to govern the services to procurement and construction (EPC) contract and

be provided by HQC (CNPC’s subsidiary) and Technip €ontract negotiations. At present, bidders are in the
gpProcess of creating EPC consortiums. The overall

investment for the project is estimated to be $4,2 bin. In
terms of the scope, the project will be the third-largest
in the history of the country. The project costs are
expected to come from equity (30%) and debt (70%).

Italy for the development of a preliminary detaile
design for the SOCAR GPC Project.

The primary purpose of the project is to process

heavy fract!ons (C?Jr) present in gas, and to ens'ure Certain actions have already been taken to nance the
the production of high value-added gas and chemical project. A nancing model has been built and initial

products. Up to 5% of the products from the complex neqqtiations have been held with nancial institutions
will meet domestic demand and the excess will from ltaly (SACE), South Korea (KSURE, Kexim), and
be exported (mainly to Turkey, the EU, etc.). Thejapan (NEXI, JBIC), who have provided letters of
construction works under the project will contribute to intent as a demonstration of their interest in nancing
creation of approximately 12000-15000 new jobsThe the project. As a follow-up to the actions taken, it
facilities are expected to be commissioned in 2023, was planned to of cially kick off work with nancial
generating approximately 2,000 permanent jobs. institutions in February 2019.

17
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Oil processing

During the reporting year, 6258,1 thousand tons of raw plan by 105,4%. Compared to the outcomes of 2017,
materials were processed, including 6095,8 thousand oil processing increased by 285,8 tons, or 4,7%, while
tons of oil and 162,3 thousand tons of imported raw overall raw materials processing increased by 328.5
materials. SOCAR ful lled the crude oil processing tons or 5,2% (for more details on the manufactured

plan by 103,1% and the overall raw material processing products, see p. 142-143).

HEYDAR ALIYEV OIL REFINERY OUTPUT IN 2018 THOUSAND TONS

Gasoline

Primary distilled gasoline fraction (to Azerikimya PU)
Jet engine fuel

Diesel fuel

Light reflux

Heavy reflux

Stove oil

Oil coke

Liquefied gases

Treated dry gas (to Azerikimya PU)

Atmospheric gasoil
Vacuum gasoil
Engine fuel
Bitumen
Lubricants

Heavy diesel fraction

1 185,64

204,63

617,04

1921,78

348,77

10,55

106,57

243,95

204,02

53,60

35,94

190,82

34,11

289,67

50,93

42,24

Gas production, processing and sale

During the reporting year, 2 899,97 min.fmof treated
gas, 5,29 min.ni of technical butane and 0,03 min.rh
of gasoline were processed from the 2 952,19 min.f
of natural gas at the Gas Processing Plant.

In 2018, 92 313 new customers were registered,
including 37 046 in Baku and 55 267 in the regions. In
2018, gas was brought to 150 settlementsinthe regions.

These settlements were located in 43 administrative
districts of the country. The company paid particular
attention to gas supply to frontline regions and border
areas settled by internally displaced persons.

GAS PRODUCTION IN AZERBAIJAN IN 2016 2018 MLN. M

21% 21%

79%

Others - 23 100,5 ® Others - 22 508,8 Others - 23 868,4
@® SOCAR -6 266,8 @® SOCAR-6089,1 ® SOCAR-6525,6

Chemical industry

During the reporting year, Azerkimya PU processed(see more details on page 143). Key countries

366,41 tons of raw materials. The gasoline, diesel where crude oil and petrochemical products are ex-

fuel and other products exported by SOCAR ported are presented on the map below.
in 2018 amounted to 1 532,96 thousand tons
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PRODUCTS PRODUCED AT AZERKIMYA PU IN 2018 THOUSAND TONS Economic impaCt and industrial aCtiVity

Being one of the largest taxpayers in the country,
SOCAR is the driver of the country’s economic Tax payments increased by 99 198,5 thousand AZN
Ethylene development and plays a prominent role in contributingin 2018 or 6,57% compared to the previous year.
to the state budget. In 2018, the Company’s payments
to the budget were 1 608 063,1 thousand AZN
Butylene-butadiene fraction (excluding income tax).

Propylene

Pyrolysis resin

SOCAR'’S CHARTER CAPITAL IN
2016 2018 BLN. AZN

BUDGET PAYMENTS OF SOCAR IN
2016 2018 BLN. AZN

Heavy resin

Propane

Fuel gas
Polyethylene

Pure isopropyl alcohol

Pure isopropyl ether

2016 2017 2018 2016 2017 2018
PRODUCTS EXPORTED BY SOCAR IN 2018 TON

TS 1 fuels for jet engines 29 560,76
Diesel fuel L62 470 960,35
Vacuum gasoil 126 205,73
Stove oil 237,90
Depressor AKI 426 237,83
High pressure polyethylene 79 666,50
Butylene-butadiene fraction 30 512,57
Propylene 35 002,15
Liquified pyrolysis resin 69 257,67
Pyrolysis resin 0

Pure isopropyl alcohol 7 523,51

Pure diisopropyl ether 260,96

Cylinder oil 11 4 740,23

Auto-tractor oil of Baku AK-15 1513,74
Low sulphur oil coke KT Q 227 824,03
T-1500 transformer oil 4 394,97
Turbine oil

-8 industrial oil

DT20 motor fuel

Methanol 63 864,90




ECONOMIC INDICATORS OF SOCAR FOR 2018, THOUSAND AZN SHARE OF SOCAR IN ONSHORE FIELDS

]

SOCAR Azerbaijan

Economic value generated 5898 383
Economic value distributed (3500 627)
Economic value retained 2 397 756
SOCAR Energy Turkey
Economic value generated 5127 458
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Economic value generated 1007 693

Economic value distributed (951 311)

SOCAR’S SHARE IN THE FIELDS LOCATED IN AZERBAIJANI SECTOR OF THE CASPIAN SEA
Economic value retained

SOCAR Energy Ukraine
Economic value generated 3
Economic value distributed (796 465)
Economic value retained 3
SOCAR Energy Switzerland
Economic value generated 2 603 281
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Indicators for the last three years are presented on p.144-147.
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SOCAR Bonds

SOCAR Capital LLC was established in 2016 to ensure Another area of focus of SOCAR Capital LLC is
full integration of SOCAR Group companies with local attracting investors with an interest in other energy
and global nancial markets and build sustainable segments and other sectors of the economy in
relations with the international securities market. Azerbaijan, encouraging them to invest in the country
and providing them with necessary information on
SOCAR Capital LLC completed several remarkable the speci cs and potential of various sectors. Several
events in 2018 and continued to trade SOCAR bonds. meetings were held with leading foreign institutional
As a result of its successful strategy, SOCAR bonds and individual investors to discuss perspective plans.
became the most actively traded securities in the local
securities market, with secondary trading exceeding the Moreover, SOCAR Capital LLC conducted important
initial emission limit by 1.7 times at the end of the year.research in 2018. The Company’s team responsible for
With secondary market transactions worth $170 min., economic and nancial research published academic
SOCAR Bonds accounted for 90% of the local bonds studies entitled Assessment of the Real Exchange Rate
market in 2018. The number of SOCAR bond holders of the Azerbaijani Manat, Analysis of the 2018 Public
(physical and legal entities combined) increased last Budget and Fiscal Policy of the Republic of Azerbaijan,
year and rose from 430 to 781. In addition, REPO Impact of the Development of the Financial Markets on
transactions worth $17 min. carried out with SOCAR Economic Development, and Industrial Revolution 4:0.
bonds accounted for the entire REP®market in the
country. As a result of successful cooperation with local
commercial banks, SOCAR bond owners can now
borrow long-term loans by pledging SOCAR bonds.

SOCAR LLC Capital was successful on the global

market as well and increased its international security
investment portfolio by $293 min. In the future, SOCAR
Capital LLC aims to expand its investment portfolio,
leveraging the opportunities offered by global markets.

Repurchase Agreement

Supply chain

In 2018, 78% of SOCAR's procurement budget was spent on local suppliers, 31% of which was

allocated to raw material suppliers, while 7% to service providers.

Due to SOCAR’s wide range of activities, its supply chain is also large and diversi ed. It includes companies

supplying products and raw materials, as well as service providers. It is important that each supplier complies with
SOCAR'’s values and principles, and that the Company reviews the performance of third parties when awarding
and signing contracts. The Company'’s relations with counterparties are based on a set of Regulatory Documents
on Public Procurement, as well as the Standard on Relations with Counterparties and Third Parties, which is

included in the Set of SOCAR’s Anti-Corruption Standards.

TYPES OF EXPENSES ALLOCATED TO SUPPLIERS OF RAW AND OTHER MATERIALS

8 _\
3 >

f_\
\ /

TYPES OF EXPENSES ALLOCATED TO SERVICE PROVIDERS

r _\

SOCAR constantly works to increase both its direct and indirect impacts on the development of the domestic
market in the country, prioritising local companies during the purchase of goods, materials, and services necessary
for SOCAR’s operations. In the end of 2018, the Company met with a number of third parties and signed a
Memorandum of Understanding with the Center for Analysis of Economic Reforms and Communication. According
to the Memorandum, SOCAR's needs for raw materials, goods and services that can be potentially produced
domestically will be posted on the new web portal. By providing information to perspective local producers
SOCAR plans to increase its contribution to the local economy and production development.
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PROPORTION OF FUNDS SPENT BY
FOREIGN ENTITIES ON LOCAL SUPPLIERS

PROPORTION OF FUNDS SPENT BY
SOCAR AZERBAIJAN ON LOCAL SUPPLIERS

Total procurement budget, thousand AZN 3 988 203,6

SOCAR Energy Turkey

Proportion of spendings on local
suppliers

Capital investment-related projects
Administrative costs

SOCAR Energy Georgia

SOCAR Energy Ukraine

SOCAR Energy Switzerland

Business optimization

Having a multi-dimensional organizational structure, SOCAR has undergone regular structural changes to
enhance overall performance and optimize business processes. In order to improve the management mechanism
and performance, the Company made the following structural changes in 2018:

Pursuant to the relevant executive orders of the President of SOCAR, the Methanol Plant and Baku
Olympic Stadium were incorporated into the SOCAR's structure

In 2018, total accrued salaries and other payments increased by 54 003,86 thousand AZN, and the
average monthly salary by 84,34 AZN. The increase in salary fund and average monthly wages was
mainly due to a 10% increase in the salaries of SOCAR employees as of March 1, 2018, as well as
improvements made to the SOCAR's payroll system

The Company continued the HR transformation project implemented in several SOCAR structural unitd

and the preparation of documents on Job Management and Standardisation

Expansion into foreign markets

Each year, SOCAR takes a number of steps to expand its overseas activities and maintain a high quality of
goods offered by the Company. The hydrocarbon resources produced in Azerbaijan, a country that has become
a powerful energy exporter, are delivered to European and global markets via oil and gas pipelines, terminals,
and railways. Azerbaijan is increasingly integrated into global markets and the country now makes signi cant
contributions to global energy security. In 2018, SOCAR continued to implement large-scale projects in Europe
and Southeast Asia.

At SOCAR Energy Ukraine the supply budget is used to purchase fuel provided by major foreign companies Local suppliers are mainly involved in
administrative services as well as in in the provision of additional products sold at Gasoline stations

Azeri - Chirag - Guneshli

Total oil production from the Azeri-Chirag-Guneshli (ACG) eld in 2018 was 213 min. barrels.
In 2018, operating expenditure on ACG activities was about $505 min., while capital expenditure was $1 150 min.

In 2018, Azeri-Chirag-Guneshli eld continued to deliver stable production safely and reliably. ACG production
throughout the year averaged 584 000 barrels per day, or about 213 min. barrels or 29 min. tons per year.

© O]

Chirag West Chirag East Azeri Deepwater Guneshli West Azeri Central Azeri

Change to Shares in ACG:
B BP (30,37%),

B SOCAR (25,0%),

Bl Chevron (9,57%),

INPEX (9,31%), B TPAO (5,73%),
Equinor (7,27%), M ITOCHU (3,65%),

B ExxonMobil (6,79%), B ONGC Videsh Limited (OVL) (2,31%)

BP Exploration (Caspian Sea) Limited is the operator on behalf of the Contractor Parties to the ACG Production
Sharing Agreement.

South Caucasus Pipeline
Expansion Project

The South Caucasus Pipeline (SCP) was built to export Shahdeniz gas from Azerbaijan to Georgia and Turkey.
The pipeline starts from the Sangachal terminal near Baku. It follows the route of the Baku-Tbilisi-Ceyhan (BTC)
crude oil pipeline through Azerbaijan and Georgia to Turkey, where it is linked to the Turkish gas distribution
system.
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SCP was constructed jointly with BTC in order to During 2018, delivery of gas from the Shahdeniz eld to
minimise environmental and social impact and toAzerbaijani (SOCAR), Georgian (GOGC), and Turkish
achieve capital and operating cost saving synergies. (BOTA) markets continued successfully.

The length of the pipeline is 691 km, with 443 km in
Azerbaijan and 248 km in Georgia. Shahdeniz facilities’ production capacity is currently
evaluated at a rate higher than 32 min. hper day (10,9
South Caucasus Pipeline Company (SCPC) has been bin. n? per annum). SCP’s daily average throughput
responsible for the construction and operation of the was more than 23 min. rhof gas in 2018. In 2018, SCP
whole pipeline. Therefore, SCP has a dual operatorshipspent about $39 min. spend in operating expenditure
with BP as the technical operator responsible for and about $352 min. in capital expenditure.
construction and operation of the SCP facilities, and

SOCAR Midstream Operations Limited, as commercial

operator responsible for SCP's business administration.

TANAP-TAP

Implementation of major transnational projects The delivery of the rst commercial gas to Turkey
such as TANAP and TAP in recent years, as well ashegan on June 30, 2018 as planned. At the rst
Azerbaijan’'s enhanced role in international energyphase, 2 bin. ni of gas will be delivered to Turkey via
projects and the implementation of the Shahdeniz-2 TANAP. The overall capacity of the pipeline is 16 bin.
project, all strengthen the country’s global position as m# a year. 6 bin. m of this volume will be used in Tur-
an important economic and energy partner, while at the key and the remaining 10 bin. fmwill be transported to
same time guaranteeing high returns from the export ofEyrope. It is planned to increase the initial volume by
gas in the future. The opening ceremony of the Trans-31 bin. n?. TANAP has been nancially supported by
Anatolian Natural Gas Pipeline (TANAP) Phase-Oseveral international nancial institutions. The capital
part of 1 340 km length was held with attendance of costs of the projects are $8 bin. The European
Mr.llham Aliyev, President of the Republic of Azerbaijanynion has granted nancial assistance to the TANAP
in Eskishehir's Seyidqazi district (Turkey). This projectproject. In July, the World Bank’s Multilateral Invest-
implies transportation of Azerbaijani gas to Turkey andment Guarantee Agency (MIGA) issued $1,1 bin
onwards to Europe. worth of guarantees in support of the TANAP
pipeline nancing. The fteen-year guarantee is being
TANAP is part of the Southern Gas Corridor offered to cover AKA Bank, Citi, Crédit Agricole
Project. The Southern Gas Corridor comprises C|B, ING, LBBW, Santander and Société Générale
the following four projects: Shahdeniz-2, South for their loans to Southern Gas Corridor CJSC, a
Caucasus Pipeline Expansion, TANAP and TAP.special purpose vehicle overseeing the Azerbaijani
Three of the four projects have been completed, and Government’s interests in the Southern Gas Corridor
TAP has been implemented 72%. Once completed, program, and a key shareholder in TANAP. The second
TAP will be Europe's largest infrastructure project. phase of the project covering area from Eskisheher to

The pipeline crosses Greece, Albania, and the the Turkish-Greek border, will be completed in 2019.
Adriatic Sea before coming ashore in Southern Italy.

SOCAR Energy Turkey

SOCAR has been operating in Turkey since May 2008. SOCAR Energy Turkey aims to become the largest
industrial company in Turkey by 2023.

SOCAR'’s projects in Turkey, contribute to the Turkish economy through significant projects such as Petkim
Star Oil Refinery and TANAP. SOCAR Energy Turkey has a 7% stake in the TANAP project. SOCAR Energy
Turkey includes Petlim, Petkim wind power station (Petkim RES), SOCAR Distribution and SOCAR Storage.

In June 2018, SOCAR Energy Turkey signed a long-term agreement with a Canadian Software company, Coreworx.
According to the agreement, SOCAR bought a license for Coreworx’s management program. The agreement will
enable SOCAR to manage project contracts and associated risks from planning to close out.

the rst petrochemical plant in Turkey, has a production capacity of 3,6 min. tons of petrochemical

products per year. Being the rst and only oil and gas manufacturer in Turkey, 364 min. TRY was invested in
Petkim petrochemical complex in 2018.

P

7

1521 412 tons At present, Petkim meets The construction of a second Currently, SOCAR
of products were  20% of Turkey's demand for Petkim petrochemical plant owns 51% of Petkim’s
produced at Petkim  petrochemical products will start in June 2019 controlling shares
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The foundation of theStar Oil Re nerywas laid down by Further, other SOCAR projects were of cially launched

the President of Azerbaijan, Mr. Ilham Aliyev, and Turkisln 2018 — Petlim Container Terminal and Petkim Wind

President Mr. Recep Tayyip Erdogan on October 25, Power Station.

2011. With total investments of $6,3 bin., the Star Oil

Re nery has started processing crude oil in the test The Petlim Container Terminalwith a capacity of 1,5

mode. In August 2018, SOCAR Trading delivered 80 miIn. TEU, is one of the 3 largest ports in Turkey. Around

thousand tons of Azeri Light oil to Star Re nery. On $400 miIn. has been invested in the terminal.

September 1, 2018, SOCAR Trading and Rosneft

signed an agreement on the obligatory delivery of SOCAR's renewable energy projectPETKIM Wind

Russian crude oil to Star re nery. The contract implies Power Planthas a capacity of 51 MWT. The investment

the supply of 1 min. tons of Urals oil to the Re nery in this project has totalled €55 min. The energy plant,

starting from December 2018. connected to Turkey's energy network, will signi cantly
contribute to meeting the energy needs of SOCAR in

On October 19, 2018, one of the largest investment Aliaga.

projects in Turkey, SOCAR’'s Star Re nery, held

its opening ceremony. Shareholders of the project In December 2018, BP and SOCAR Energy Turkey

are SOCAR (60%) and the Ministry of Economy of signed a Heads of Agreement (HoA) to evaluate the

Azerbaijan (40%). The Re nery will meet a large portion creation of a joint venture that would build and operate

of Turkey’s demand for oil products with an annual oila world-scale PTA, paraxylene, and aromatics facility.

processing capacity of 10 min. tons of crude oil and 5 The project will facilitate integration with SOCAR'’s

min. tons of diesel fuel. facilities, and the infrastructure is expected to reduce
project costs signicantly. The facility would use

Imports of lique ed natural gas (LNG) will drop to BP’s latest highly efcient proprietary technology.

70%. The Re nery will also meet Petkim’s demand The joint institution will be built on BP and SOCAR'’s

for naphtha, the main crude material for the company,longstanding relationship in the region.

which will considerably reduce Turkey's dependence on

imports, reduce transport costs, and increase Petkim's

competitiveness in the market.

The re nery will reduce Turkey’s
imports by 40%

Star Oil Re nery will
start operating
at full capacity in
January 2019

The total output of Star is
expected to reduce Turkey's
current account de cit by
$1,5 bin. per year

QA~Q
G0
1100 professionals will

permanently work at the
re nery after its launch

The re nery employed
19 500 workers at
the peak stage of

construction

The Re nery will produce
1,6 min. tons of jet fuel and will
meet Turkey’s entire demand

SOCAR Energy Georgia

The main focus of SOCAR Georgia Gas is to ensure
the gas supply program in Georgia. SOCAR Georgia
Gas LLC is involved in the supply of natural gas to the
Georgian regions and manages the local gas network,

During the period between 2007 and 2018,
SOCAR and its subsidiaries invested over $1 bin.
in the Georgian economy.

providing services to over 670 thousand consumers.
SOCAR Gas Export-Importhas been established to
deliver an uninterrupted supply of gas to two consumer
groups: the public and power generating facilities.
In 2017, SOCAR exported 1 379,7 min. mi of gas
to Georgia. In 2018, it constituted 1 399,7 min. m
(a 1,4% increase).

SOCAR’s operations in Georgia are carried out through
SOCAR Georgia Gasolineeum, SOCAR Gas Export-
Import, SOCAR Georgia Gas, SOCAR Georgia Gas
Distribution, Black Sea Terminal, and other subsidiaries.

Georgia Gasolineeum LLC sells oil products of
Azerbaijan and third parties in the Georgian wholesale
and retail markets.

U

Currently, SOCAR’s
subsidiaries in Georgia
employ about4 000 people

SOCAR Georgia Gasolineeum
consists of 114 fuel lling
stations, 16 service centers,
and 5 oil terminals
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SOCAR Energy Ukraine

SOCAR Energy Ukraine, SOCAR’s subsidiary in shopping at lling stations in Ukraine are made using
Ukraine, continued its efforts to improve the quality the SOCAR mobile application. In autumn, the company
of services provided to customers and to introduce launched two more innovative programs.
technological solutions.

In 2018, SOCAR Energy Ukraine Trade House has
As per the end of 2018, SOCAR Energy Ukraine delivered one billionth ri of its natural gas. In 2018,
employed over 1 800 people. Ukraine's network of lling stations operating under
the SOCAR brand was recognized as the best lling
station in Success Favorites ( -2018)

During the reporting year, the Company introduced the rating.

rst payment solution on the basis of QR-code (Quick

Response) technology. Now, payments for fuel and

SOCAR Romania

SOCAR Gasolineeum S.A. Romania is SOCAR'’s sells four types of nano-fuel. At the lling stations,
subsidiary in the Romanian market. The Companyclients can pay their bills and utility services. Electric
is involved in the purchase and sale of Gasolineeumcars can be charged at SOCAR’s most recently
products in that country. By the end of 2018, the purchased lling station in Timisoara, Romania.
Company operated 40 lling stations and 2 oil depots.
The stations have been equipped with state-of-the-
art technology and equipment. In Romania, SOCAR
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SOCAR Trading and

SOCAR Energy Switzerland

SOCAR has the largest network of lIling stations in
Switzerland.

NUMBER OF FILLING STATIONS OPERATIN(
UNDER THE SOCAR BRAND IN SWITZERLAND

178 167

92017 @2018

SOCAR Trading, established in Geneva in 2008, sells
oil and other products from Azerbaijan and third
parties.

The Company was established to increase revenues
from the sale of Azerbaijani crude oil in global markets
via the Baku-Thilisi-Ceyhan (BTC) pipeline and to
expand the scope of inuence of Azerbaijan around
the world. SOCAR Trading has been able to establish
worldwide ties with all re neries capable of processing

Azeri Light and has successfully diverted Azerbaijani
oil from the competitive Mediterranean region, rich with
low-sulphur crude oil, to Asia, and has achieved an
increase in the price of Azerbaijani oil.

The assets of Esso Switzerland were transferred under
SOCAR's control following an agreement signed
between SOCAR and ExxonMobil in 2012. According
to SOCAR Trading statistics, SOCAR has built a
positive reputation and enjoys brand recognition among
more than 63% of consumers in Switzerland.

_ _ employees and is the leading brand in the Austrian state
SOCAR Switzerland has more than 170 fuel [ling  of Styria. SOCAR Energy Austria LLC was established

stations, gas lling plants located in Vangen-Olten, ;th the aim of managing the Al network and Pronto Oil
and jet fuel stations in Geneva and Zurich airports, pminerallhandels GmbH.

that continue to operate under the SOCAR brand.

SOCAR'’s efforts in 2018 supported both the Company

SOCAR Energy Holding has invested part of its and the country in expanding the scope of operations
revenues from Switzerland over the past ve years inj, Azerbaijan and abroad, as well as improving
downstream projects and has expanded its investments e Company’s qualitative indicators. To meet the

sources of income in the future, to bene t from new sSOCAR plans to continue the implementation of these
markets’ potential, and to generate more revenue for thectivities.

Azerbaijani economy. In 2017, SOCAR'’s subsidiary in
Switzerland SOCAR Energy Holding acquired a well-
known family business network Al in the Austrian city
of Graz, and Pronto Oil, specializing in the trading of oil
lubricants. A1 has 82 gas stations in Austria and 150
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SOCAR'’s contribution to the
Sustainable Development Goals

GOOD HEALTH CLEAN WATER
AND WELL-BEIN AND SANITATION

In 2015, the United Nations adopted 17 Sustainable however, the responsibility for achieving these goals
Development Goals (SDGs) and speci c targets for lies not only with governments, but also with the private
each Goal. These Goals are set to tackle challenges sector and civil society. To this end, SOCAR tries to
faced by the world, aiming to end poverty, strengthen align its activities and initiatives with the Sustainable
education and healthcare services, take urgent actionsDevelopment Goals to support the government and 7.1, 1 otet
to combat climate change, and make the world more make its own contribution.
sustainable. 7h. t etet

g suar LFEBELOW j e PEACE JUSTICE AND PARTNERSHIPS
3 felon WATER 9 D STRONG WSTITUTIONS FORTHE GOALS w, CLEAN WATER

‘: 2 - AND SANITAT
@ )0 i :

Considering current capacity and opportunities, existing
Azerbaijan joined the UN Sustainable Developmentcapacity, business pro le of the Company, and current
Goals Program in 2015. One of the targets set by the situation in the markets where SOCAR operates, we
country is to reduce greenhouse gas emissions by 35% have prioritized 11 Sustainable Development Goals and
by 2030 compared to the 1990 baseline. have undertaken a number of initiatives guided by the

commitments set by the government for each target.
Governments are key actors responsible for the
implementation of Sustainable Development Goals;

GOOD HEALTH
AND WELL-BEI

4
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SOCAR has started to determine speci ¢ and measurable targets to increase its contribution to the SDGs aligning
with the Company’s scope of activity business. The Company has involved all facilities and relevant employees to
discuss their suggestions and expectations and to properly identify new targets. The results of this process will be
re ected in the future reports of SOCAR.
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Corporate governance

SOCAR is a company with a specic statutory at SOCAR, to focus on desirable indicators, and to

structure. It acts in its own commercial interests in the identify strengths and potential development areas for

market and has a dual relationship with the government each component of corporate governance.

as a Company with 100% of its shares being owned

by the state. Considering all of these, the Company As a result of the interviews and a review of internal

must demonstrate professionalism and take preventive documents, it was concluded that SOCAR gives

measures to avoid possible con icts of interest. high priority to corporate governance principles. The
company'’s overall corporate governance was rated as

SOCAR’s Corporate Governance system aims to "STRONG" at 81% score.

achieve the following:

In addition to the to the strong corporate governance

system of the Company, mentioned report highlights

areas that require improvement. Following these

recommendations, the Company has completed

signi cant work to develop key performance indicators

and more than a thousand indicators have been

identi ed and approved.

Protect the interests of all stakeholders

Ensure sustainable growth of the Company

Increase possible impacts of operations and

remove negative impacts
Minimize risks The next stage is to coordinate these indicators with
strategic targets and appropriate motivation systems,
Protect and strengthen the Company’s reputatio and to approve the calculation methodology.
Giventhe importance of corporate governance, SOCAR
In 2018, Ernst & Young, one of the world's leading follows a set of principles of justice, accountability,
audit companies, prepared a report with a competency responsibility, and transparency.

assessment of corporate governance at SOCAR,

where it investigated SOCAR’s internal documents

and carried out relevant surveys. The project was

implemented in order to assess the current level of

competency of the corporate governance system

01

Justice

P

SOCAR'’s strategic development targets

SOCAR’s future development and diversication “The SOCAR's Board that is a highest governance
strategy is based on the following strategic body of the Company consists from SOCAR's
development trends involving exploration, developmentPresident, vice presidents, and Chairman of the
and production (upstream), crude transportation and Azerbaijan Trade Union Republican Committee of Oil
sales (midstream), re ning and sales of re ned goods and Gas Industry Workers.”

(downstream), and following other strategic directions:

The top management structure of the Company
is depicted on the Top management is
appointed and dismissed by the President of the
Republic of Azerbaijan

The authority of

the top management is termless.

Top management salaries are paid in accordance
with the Labor Code, based on the “Unied Tariff
Quali cation Reference Book of Works and
Occupations of Workers” prepared by the Collegium

_ of the Ministry of Labor and Social Protection, and the
The company implements a number of developmentyinisiry of Justice, as well as based on Regulations on

projects in other areas, such as development of human .., Compensation and the Standard on Working

resources, occupational health and safety, the CreationCategories Management Standard for Compensation
of key and supporting service facilities for oil and gas 5; socaR.

extraction, development of nano-technologies, and
social development. The Company seeks to further
expand these projects in the future.

Management structure

The macro-level decisions are made by the Company's
Board of Directors.

The Company's Board, established by the Order of
SOCAR'’s President dated January 30, 2008, is a
consultative body operating under the President of
the Company. SOCAR’s President, who is in turn
appointed by the country’s President, chairs the
Board meetings. As 100% of SOCAR'’s shares are
owned by the state, the President of the Company
submits separate reports to State authorities.

(note: the pro le of top management is available on
the following link. http://socar.az/socar/az/company/
management/socar-president).
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Committees and elements of the management system

SOCAR's committees listed inTable 9, function to ensure effective corporate governance in the context of
contemporary economic relationships.

COMMITTEES AND THEIR FUNCTIONS
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COMPOSITION OF THE COMMITTEES

Procurement
Committee

Information
Security
Committee

Human
Resources
Management
Committee

Risk
Management
Committee

Audit
Committee
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Chairperson:

Vice President for Field Development
Deputy Chairperson:

Vice President for Re ning

Members:

© 0 NO OB~ WN P

. Procurement Department

. Legal Department

. Capital Investments Department

. Economics and Accounting Department

. Mechanics and Energetics Division

. Manufacturing Process Automation and Metrology Division

Advisor to Vice President for Oil and Gas Transportation and Gas Facilities

. Information Technologies Department
. Department of Control for Transportation

Chairperson:
Vice President for HR, IT, and Regulations
Members:

1
2
3
4.
5
6.
7.
8
9

. Vice President for Economic Issues
. Vice President for Oil and Gas Transportation and Gas Facilities
. Legal Department

SOCAR Head Of ce, Information Technologies Department

SOCAR Head Of ce, Secret Regulations and Military Draft Division

SOCAR Head Of ce, Geology and Geophysics Division

SOCAR Head Of ce, Manufacturing Process Automation and Metrology Division

. Information Technologies and Communication Department
. Security Department

Chairperson:
Vice President for HR, IT, and Regulations
Members:

1.
2. Vice President for Social Affairs
3.

4. Vice President

Vice President for Economic Issues

Vice President for Oil and Gas Transportation and Gas Facilities

Chairperson :
Vice President for Economic Issues
Members:

1
2.
S

Vice President for Oil and Gas Transportation and Gas Facilities
Vice President for Re ning
Legal Department

Chairperson :
Vice President
Members:

1.
2.

Vice President for Economic Issues
Legal Department

Risks management

Internal audit Risks Management system

The Company has created annternal auditsystem to The main purpose of the Company’s risk management
ensure the accuracy and effectiveness of the control system is to ensure effectiveness of effectiveness of
and Management systems. Each year, the existing auditmplemented actions and integrate it into the top-level
system undergoes improvements based on appropriate decision-making process. The Company strives to
legislation, regulatory acts, and international bestmanage risks in a balanced way, taking into account
practices. The results of risk-oriented audits are the severity of the risk and the cost of its mitigation.
re ected in audit reports. The Company's current risk management system
was established in 2008 in accordance with the
The Internal Audit Department reports directly to COSO Enterprise Risk Management concept. Risk
SOCAR's president. Further, the department carries management approach of the Company consists from
out instructions from the Internal Audit Committee and initial risk identi cation and its subsequent evaluation.
reports to the Committee.

RISK MANAGEMENTSYSTEM

Risk avoidance

To ensure effectiveness of the risk management system, SOCAR has created risk management divisions at
each structural unit and appointed risk managers and responsible employees. Staff of each structural unit and
responsible persons regularly monitor potential risks. Risk assessment is carried out based on the following
procedures.

Review of stakeholders' views Cost monitoring

Analysis of internally and externally prepared reports Review of strategic development trends
Compiling reports on performance of commercial Review of mass media publications

partners

Review of expert opinion
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Corporate risk map

approval process

Strategic

Geological/Resources

Logistics

Political

Logistics

Commercial

Procurement of
goods and materials
(equipment)

Project

Logistics

Based on the obtained results, a Corporate Risk Map is developed for each year, which identi es the risks, their
probability, impact, and measures to avoid them.

CORPORATE RISKS MAP APPROVAL PROCESS

Structural units
Monitoring of the risks listed in the
Corporate Risk Map
Submission of reports to the
Risk Management Committee

Corporate Risk Map
coordination approval

Corporate Risk Map

During the reporting period, new risks, including political risks, were identi ed and included into the risk categories
provided in theTable 11.

TYPE OF RISKS IDENTIFIED

Lack of strategic development policy

Inde nite hydrocarbon resources and inef cient eld development

Accidents in transportation, storage, and delivery of gas to the gas depos

International sanctions imposed on partners in Production Sharing Agreements,

Joint ventures and Alliances

Accidents likely to happen in gas transportation system

Failure of contractors to complete commitments in full and within deadlines

Inaccurate planning and execution of procurement of goods and materials
(equipment)

Project cost exceeds the budgeted value

Damage to/loss of transported production

Along with actions taken to address major risks, currency arising from exchange rate uctuations against
the Company continues to manage other risks, the national currency. Actions taken to manage these
including economic risks driven by market conditions, risks are included in SOCAR’s quarterly monitoring
environmental risks, and risks to social welfare.reports.

Economic risks include changes in global oil and gas

prices and nancial risks from transactions in foreign

Internal Control System

The Internal Control System introduced by the Company To raise awareness on how to improve the internal
aims to ensure a uni ed approach to internal control, control system, the Company organized training for
identify reasons of de ciencies discovered in the relevant Head Of ce personnel in 2018. In addition,

structural units of SOCAR, provide recommendations in the same year, the Company launched monitoring
to address these shortages and apply best practices, of the internal control system at SOCAR's structural
render operational and methodical support, verify the units. Reports on monitoring were submitted to the Risk
accuracy of information oreceived about de ciencies, Management Committee.

and take necessary actions based on the veri cation

results.

INFORMATION ON MONITORING OF THE INTERNAL
CONTROL SYSTEM THROUGHOUT 2018

April 23 — May 04,
2018

Azneft Production Union, H. Z. Tag yev Oil and Gas

LDy Gy Extraction Department

May 07 — 21,
2018

Azneft Production Union, “Absheronneft” Oil and Gas

LU Sy Extraction Department

July 23 — August 10,
2018

Azneft Production Union, “Bibiheybatneft” Oil and
Gas Extraction Department

15 working days

October 08 — 26,
2018

Azneft Production Union, Oil and Gas Extraction

UL Department named af. A.J. Amirov

Code of Conduct

The Code of Conduct governs issues involving con ict Code of Conduct is an important document guiding

of interests, health and occupational safety, equal SOCAR's employees, and all violations recorded are
opportunities and employee relations, as well asinvestigated by responsible agencies ata corporate level
Company and employee relations. It further lists ethicaland, where necessary, by law enforcement agencies
principles that are highly valued at the Company. Theupon the submission of necessary information.
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ROLE OF SENIOR MANAGEMENT

Code of Business Ethics, 2013

ETHICAL PRINCIPLES

Compliance

élé

Anti-corruption system

SOCAR has developed its own regulatory norms Standards and the most recent Policy Governing the
and standards to combat corruption and enhance Conict of Corporate Interests are publicly available
transparency in line with national and internationaldocuments posted on SOCAR’s corporate website.
principles and legislation requirements, given thatThe standards encourage personnel to consult with
corruption poses a threat to the rule of law, reduces the respective structural units, whenever there are any
the effectiveness of governance, creates detrimental questions or unclear issues.

conditions for investment decisions, and causes less

ef cient use of budget funds and nancial resources.

The rstthree standards included in the Set of SOCAR's
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Top management of SOCAR considers relations Since the introduction of the standards, in-

with employees to be the most important element class training programs were organized for the

of effective anti-corruption system. management of 15 entities within SOCAR's
structure.

The principle of intolerance to corruption in the

Company’s Code of Conduct means a complete These trainings were attended by senior managers, i.e.

prohibition of corruption and is applicable to all to all heads and deputy heads of the departments, divisons

employees, including top management working inand units, as well as site and section managers. In 2018,

Azerbaijan and in any other country around the world. the Company organized training for 18 staff members
responsible for risk management at SOCAR’s facilities.
® o ‘ All employees, including newly hired personnel, are

informed on anti-corruption policies and the Code of In total over 500 employees have been trained on

Conduct. Held via distance learning or in person, training anti-corruption policies since they were introduced.
helps the Company to explain its anti-corruption policy, Along with the above, staff receive answers/comments
procedures and associated commitments. Based on electronically in response to their questions on existing
the outcomes, effectiveness, relevance and suf ciency policy.
of regular trainings is assessed and required changes
are designed for the upcoming years.
KEY ANTI CORRUPTION PRINCIPLES Corru ptlon rISk
Considering wide scope of activities performed assessment and procedure is started over. Thus, in
by the Company, SOCAR monitors each business the case of legal succession as well as when acquiring
process separately to timely eliminate and mitigateor merging companies, the Company assess risk of
corruption risk. Each year, corruption risk is monitored corruption by investigating whether the target company
in both key and supporting business processes at has internal anti-corruption mechanism, management
SOCAR. Monitoring reports are submitted to the Risk of the target company or its employees were involved
Management Committee on a quarterly basis by eachin corruption cases in the past, information on money
entity. Further, business procedures likely to lead tolaundering and terrorism nancing is available, as well

corruption risks are identi ed, and risk scenarios are as by exploring general country risks.
developed based on the speci cs of each process.

Corruption risk assessment and detection covers all Corruption risk is determined based on the type of
business processes of the Company. Once changes business processes and country factors as speci ed
in any operation are introduced, the corruption risk by the Set of Anti-Corruption and Transparency

Intolerance to Elimination of
corruption hierarchical barriers

The Company adheres to All employees of the Employees who violate the () @ @

the principle of Company, regardless of anti-corruption principles
non-acceptance of any the position, must follow and requirements will be
type of corruption the principles and held liable regardless of
requirements of the policy the size and form of the

violation
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Standards. In addition, the Company ensures accurate Company’s Executive Order dated January 29, 2013

evaluation of the extent to which the relationship with and the standard document "Methodology for Evaluation

counterparties may impact the business operations.  of the Anti-Corruption System." Report on results of
the evaluation, including information on violations and

SOCAR's anti-corruption system is regularly re- resistance was presented to the Risk Management

evaluated to ensure its integrity and effectiveness. Committee.

Accordingly, the Anti-Corruption System Evaluation

Program has been developed pursuant to the

Regulation of con ict of corporate interests

In 2014, the Company created warning notices for Afterwards, a comprehensive report on the collected
personal conict of interests, commercial conict of data is submitted to the Risk Management Committee.
interests and other con ict of interests with the aim to

prevent situations where employees are unable to ful Il It should be noted that an appropriate database was
their duties as a result of a con ict of interests between established to ensure anonymity of honest informants
them and the Company, or situations or conditions that that submit information on corruption, conicts of

could in uence their objective decision-making, as well interests and misconduct of ethical principles through
as to obtain knowledge of potential con ict of interest a hotline.

before it happens.

Con dentiality is especially important in the process of
data collection, and the Company established a channel
to ensure con dential storage of the collected data, and
con dentiality of the service letter regarding con icts
of interest that may arise between the employee and
the Company (with the exception of certain cases). The
risk of potential con icts of interests turning into actual
con icts of interests is also analyzed by the Company.

Stakeholders

As one of the most powerful companies with high corporate responsibility in the country and region, SOCAR

emphasizes the maintenance, strengthening, and development of relationships with its stakeholders. In this
context, the Company seeks to maintain a balance between its open dialogue policy, transparency and commercial

interests.

SOCAR'S KEY STAKEHOLDERS

Community

Employees

Government of the Republic of
Azerbaijan and state institutions

——

i

i

Foreign and international
organizatons

Business partners

Q —

0

Competitors Suppliers and contractors
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SUMMARY OF STAKEHOLDERS’' COMMUNICATION MECHANISM

Government of Reports Quarterly, yearly and in response to
the Republic of Public meetings inquiries

Azerbaijan and state Site visits

institutions Inspections and monitoring

Media Year round based on the visiting days of
Social projects vice-presidents

Local meetings

Hotlines

Social media

Meetings with vice presidents on

scheduled dates

Public

Suppliers and Procurement process

contractors Supplier performance round

evaluation

Mass media Special events round
Press releases

Joint industrial projects round

Business partners )
Conferences and events

Performance evaluation,
training and development programs round
Individual meetings

Anonymous surveys
Internal communication mechanisms

Company
employees

Competitors Conferences
Projects
Industrial associations

round

As a 100% state-owned company, SOCAR has certain Company has created all the necessary conditions for
commitments to the state institutions. It submits relevantinspections held by the Ministry of Taxes and Ministry of
reports to the state authorities that are required from Finance and other authorized government authorities. In
commercial organizations operating in the country. Theaddition, the Ministry of Ecology and Natural Resources
Company’s income and cost estimations for each scal regularly monitors compliance with environmental
year are approved by the Cabinet of Ministers of the legislation and associated regulatory requirements. All
Republic of Azerbaijan upon the consent of the Ministry de ciencies detected during monitoring are addressed
of Energy, Ministry of Taxes and Ministry of Financepy SOCAR'’s responsible structures in the shortest
and are monitored by the respective authorities. period of time.

Moreover, accounting and statistical reports, as well as

tax declarations, are drafted pursuant to corresponding As the biggest taxpayer and employer in the country,
legislative acts and led with the Ministry of Taxes, SOCAR makes a positive contribution to society.
Ministry of Finance, Ministry of Ecology and NatPersonnel health and rights and the prevention of
Resources, and Ministry of Economy, as well as the Stateindustrial accidents are issues addressed by SOCAR
Statistical Committee, and other relevant agencies. Thewithin close cooperation with the Trade Union.

SOCAR uses media resources to enhance communication with stakeholders and deliver accurate and timely
information. The Company executives deliver speeches on TV and radio and give interviews to magazines within
their areas of responsibility to inform stakeholders and answer questions from journalists. Apart from the traditional
media, the Company runs an of cial webpage and social media accounts (Twitter, Facebook, and YouTube) to
impart objective information and to ensure that healthy relations are maintained with stakeholders.

SOCAR'S FOLLOWERS STATISTICS IN SOCIAL MEDIA PLATFORMS IN 2018

31709 122 421

Moreover, SOCAR views its competitors as business partners and aims to achieve a positive change in the
country via joint projects and industrial partnerships.

The Company holds regular meetings with current and potential investors in the country and abroad and ensures
that complete and transparent information on the Company's performance, investment plans, nancial, and macro-
economic situation and development opportunities is provided.

In 2018, the Company held discussions with project investors and partners as per the following announcements:

SOCAR Balkan will undertake the Front-End Engineering Design (FEED) of the new pipeline to be buil
between the Albanian cities of Fier and Vlora to deliver gas to Albania from the Southern Gas Corridor

SOCAR held negotiations to establish a new company for project design of the lonian-Adriatic Pipeline
(IAP) that will be integrated into the Southern Gas Corridor (SGC)

BP and SOCAR signed a new Production Sharing Agreement (PSA) for the joint exploration and
development of Block D230 in the North Absheron basin in the Azerbaijani sector of the Caspian Sea

Within the framework of the Shah Deniz-2 project, the rights based on the contract signed with Gas
Natural Fenosa (Spain) regarding gas sales were transferred to Edison, Italy's leading energy compan

SOCAR and Statoil Azerbaijan, part of the SOCAR and Norway's Equinor Group, signed Risk-service
Agreement (RSA) on the Exploration of the Karabakh eld in the Azerbaijani Sector of the Caspian Sea
the Exploration, Development and Production Sharing Agreement (PSA) of the Ashra -Dan Ulduzu-Ay
eld in the Azerbaijani sector of the Caspian Sea
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Employee relations

The Company considers human capital to be its most important asset, supporting the long-term development of
the Company and each country of operation. SOCAR has been committed to the principle of equal opportunities
and zero tolerance to discrimination.

The Company seeks to ensure a healthy working environment enabling new opportunities necessary tqg
increase the professionalism and competence of each employee

Discriminatory behaviour is prohibited, and the Company prohibits conduct that is deemed normal by Id
cultures and traditions in various countries but contradicts the Company's code of ethics and values

Employee relations, including hiring and dismissal, attestation and assessment, training and developm;

compensation and bonus payments, etc. must be based on applicable legislation, transparency and
objectivity

Employee competence and accomplishments are determined based on professionalism, quali cation af
performance without considering the gender, race, nationality, religion, physical capabilities, or political
views
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Human Resources

It is SOCAR'’s primary goal to provide broad and promising employment opportunities in all Company
facilities and overseas of ces as well as to develop professionals meeting present-day requirements
and to promote working environment enabling employee satisfaction and equal opportunities for all.

The personnel policy pursued by SOCAR is aimed at maintaining the existing staff, developing them, making
effective use of human resource opportunities, while improving management in line with international standards,
meeting the changing demands of a market economy and developing SOCAR'’s strategy.

HUMAN RESOURCES MANAGEMENT FUNCTIONS AT SOCAR

Human resources management policy of SOCAR is governed by the Company’s Personnel Policy approved by
SOCAR President’s Order No. 57, dated April 22, 2013. The strategic goal of human resources policy at SOCAR
is to build a human resources management system meeting international standards.

Human Resources
Transformation Program

SOCAR’s Human Resources Transformation Program (HRTP) currently implemented at the Company pursuant
to the Agreement signed between SOCAR and international consultant “SAP CIS” in 2015, involves the sub-
projects provided inFigure 19.

In 2018, the processes under the HRTP continued within established schedule. The implementation of the
“Competency management” part of the HRTP in all Azneft Production Units began in the same year, and has
already achieved the results set out iigure 20.

SOCAR HR TRANSFORMATION PROGRAM

Training and
development
management

‘

4 N
-
. J
@
-
& J

65



66

COMPETENCY MANAGEMENT INDICATORS AT AZNEFT PU, 2018

Number of employees
subjected to
competency evaluation

Line manager successfully
tested for behavioral
competencies at HR Portal

Line managers involved
in theoretical
and practical training

Important and
very important positions

Number of successors

selected for important and
very important positions

In 2018, SOCAR launched the pilot phase of the strategic goals with the participation of 27 employee
Effectiveness Management project. As part of this members (3 managers and 24 specialists) from the three
project, the Company identi ed organizational goals, structural units of the Azneft Gas Depo Operations
a relevant team and individual goals by cascading Department.

Talent attraction and recruitment

With an increased scope of operations and changing contracts discontinued quitted for another job, while
market conditions, the Company faces growing needs the remaining 155 were transferred to other facilities of
for new and professional employees. the Company.

It is among our key targets to attract talents with Moreover, it is worth pointing out that the number of
high potential. retired employees was 4 779, accounting for 9,35%

of total workforce. Of them, 3 579 are retired on

Recruitment in SOCAR is based on competitive preferential terms, 205 are retired by age and 995
recruiting process taking into account the respective are retired due to the disablity. EAccording to the
standards and other regulatory documents of the provisions of the collective agreement, if an employee
Company, in accordance with requirements of the labor is dismissed within one month of reaching retirement
legislation of the Republic of Azerbaijan. As of Januaryage, that employee shall be paid ve times the salary.
1, 2019, the number of SOCAR employees, including In general, a notice on any potential change in the
those of the Company facilities and subsidiaries, was 51 Company’s structure, i.e., abolition of a facility or staff
125. The increased demand for new employees arose redundancy is mailed to employees at least two months
from the launch of new facilities, such as Carbamide ahead.

Plant in Sumgait, Methanol Plant in Garadagh district

of Baku, and incorporation of Baku Olympic Stadium

into the structure of SOCAR in 2018. During 2018,

employment contracts with 1 935 employees were

dismissed for various reasons. 1 780 of those whose

EMPLOYEE DYNAMICS

5994
Senior executives

® 35260
Manual
workers

NUMBER OF EMPLOYEES AND NEWLY HIRED EMPLOYEES IN 2018

® 9015
Specialists

® 3856
Technical personnel

1104
-
47 604 ’
<4
2 417
@® Already working @ Internal rotation
Newly hired @® Employed from outside

Young talents development

By employing young and talented professionals,

SOCAR not only contributes to the development of i X
. employees works in Carbamide Plant (32%), Baku
young talents but also ensures the sustainable and

: . . : Higher Oil School (25%), Investments Department
timely evolution of its operations. 195 out of those 36% d SOCAR'’s Head Of 249
hired by the Company were graduates of SOCAR (36%), an s hea ce (24%).

Training and Certi cation Department, and 14 were the
graduates of SOCAR'’s Scholarships Program.

As per the end of 2018, the majority of young

Within the framework of strategy on turning black gold
into human capital as well as taking into account high
dependence of future development of the country on
young specialists, SOCAR continues to implement a
number of programs and activities to engage talented
students.
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Young Workers Training

180 students were admitted to SOCAR’s Training Haydar Aliyev Fund also won the right to participate in
Centerin 2018 to gettrained in 11 disciplines. Along with the training at the SOCAR Training Centers.

the other participants, 6 participants from orphanages

through the DAN Public Union with the presentation of

Overseas Scholarship Program

During 2017-2018 academic year, SOCAR took a Paristech University, Toronto University, East Anglia
number of measures to train young professionals.University, and London Imperial College. In addition,
In 2018, 7 students were selected for SOCAR’s 13 graduates of Overseas Scholarship Program were
Overseas Scholarship Program. The selected students hired by SOCAR upon the successful graduation from
will study world’s leading universities - Melbourne the university.

University, Harvard University Kennedi School, Mines

Internal Scholarship Program

In order to train talented young oil workers and to program and 77 were awarded the scholarship. Winners
encourage students to acquire modern scienti c and of the Domestic Scholarship Program are provided with
practical knowledge in the oil and gas industry, starting jobs at SOCAR if they meet the conditions. During 2018,
from the academic year of 2004/05, SOCAR has the Company hired 3 graduates within the framework of
been providing students who demonstrate outstanding SOCAR’s Domestic Scholarship Program.

academic performance with monthly payments. In 2018,

1 894 students from 26 universities applied for the

Unpaid Internship Program

SOCAR has been running its Unpaid Summer Internship Internship program during their summer vacation. 1 675
Program for years. Every year, SOCAR has invitedstudents from both the local, and foreign universities
students studying at universities in both the Republic of attended the Unpaid Summer Internship Program in
Azerbaijan and foreign countries, who are also citizens2018.

of Azerbaijan, to take part in the Unpaid Summer

ASAN Volunteers Internship at SOCAR

Within the framework of Master 2 program, SOCAR departments in accordance with their speciality. As
and the State Agency for Public Service and Social part of the cooperation, the candidacy of 153 ASAN
Innovations under the President of the Republic of volunteers’ candidacy were received to undertake an
Azerbaijan (ASAN) signed a cooperation agreement oninternship at appropriate structural units of SOCAR to
October 21, 2016 regarding internship opportunities undertake an internship in 2018. That year, 39 ASAN
for ASAN volunteers in all SOCAR entities and volunteers were selected for internships in 2018.

Human rights

Human rights protection is traditionally a priority issue on violation of human rights was recorded during the
for SOCAR, and the Company has zero tolerance reporting period.
for human rights violations. No complaint or incident

Diversity

SOCAR attaches great importance to protection of In view of the nature of operations, the Company
the rights of vulnerable groups, particularly women, has determined equal opportunities and career
internally displaced persons, people with disability, development of women as its priority issues.

and war veterans. Irrespective of the reason, SOCAR
has built stringent position on discrimination, and In 2018, SOCAR employed 8 505 women
all complaints led in this respect are subject to accounting for 16,61% of total employees.
serious scrutiny and the results are reported to senior
management. No discriminatory act was recorded
during the reporting period.

Employee Assessment

SOCAR launched the Competency Management As part of the HR Transformation project, more than
Project in 2017 as part of the competency assessment 720 executives received training on assessment and
process. The process is run on the basis of a behavior competences, handbooks were prepared and
methodology approved by the Company President. administered by HRD to respective structural units.
The annual assessment involves senior executives and
engineers and technical staff. The executive-employee Furthermore, the Company organized executive-
meetings are arranged by Company to discuss employee meetings in both offshore and onshore
assessment results and individual development planfacilities of Azneft PU to raise awareness on
which further help SOCAR to identify the training needs competency requirements, evaluation criteria and
of each employee. individual development plans. In general, the number of
staff members subjected to competency assessment
Having regard to SOCAR’s Regulations on by direct managers was 2792. As a result of these
Remuneration approved by the Order - Decision of assessments, the business expert groups identi ed
SOCAR and ATURCOGIWs, October 08, 2007 and and approved 364 "important" and "very important"
pursuant to the Regulations of the Commission, the positions. Based on the assessment results and
Company reviews on an annual basis the Level ofquali cation criteria, 634 followers were selected,
Remuneration applied by employees. In 2018, 572 an appropriate individual development plan was
applications developed, and competencies subject to development
were agreed upon. With all these actions, SOCAR
In 2018, 572 applications for salary increase achieved sustainability of respective positions, along
were received from employees. 454 of received with motivating the human resources through the
applications were resolved. transformation project.

Azerbaijan Trade Union Republican Committee of Oil and Gas Industry Workers

69



70

Stimulations and bene ts

SOCAR takes a number of stimulatory actions and President of the Republic of Azerbaijan for outstanding
holds meetings to award those who exerted every effortperformance in the oil industry. In addition, 140
to the Company’s development and successes. A employees were awarded the Honorary Award Pins of
number of encouraging events and meetings are beingthe State Oil Company of the Republic of Azerbaijan
held to assess the contributions of the employees who for special contributions to the development of the oll
have worked hard in the development and successfulindustry
operation of SOCAR.

Moreover, SOCAR takes care of its employees. A
For Oil Workers' Day, 65 employees were awarded number of benets are awarded to all categories of
various orders, medals, and honorary titles for specialemployees to ensure employee satisfaction with the
contributions to the development of oil industry. Four company they work for.
veteran oilmen were given personal grants of the

Summer camp programs in Germany and Azerbaijan

According to the cooperation agreement for the period Likewise, “Summer Camp in Azerbaijan” was organized
of 2013-2044 signed between SOCAR and German for 20 children of Uniper staff on the dates of July 17 to
Uniper, children (20 people) of SOCAR employees were 31, 2018. As part of the program approved by SOCAR,
entitled to take part in the "Germany Summer Camp" children visited the cities of Baku, Guba, Gusar,
program after successfully passing the examination.Shamakhi, Gabala, Sheki, Ganja, Goygol during the
During the summer camp, 20 program participants 15-day summer camp. This program made it possible
visited German cities of Munich, Frankfurt, Disseldorf,to promote the customs, traditions, history, and tourist
Monchengladbach, Dortmund, Cologne, etc. from June attractions of Azerbaijan.

16 to July 1, 2018.

Voluntary medical insurance program

SOCAR introduces comprehensive approach to
employee health and takes comprehensive measuresSince 2012, SOCAR has provided all staff with
to improve the workplace conditions, to arrange Voluntary Health Insurance Program which is the
leisure times, to undertake initial and regular medicalmost advanced form of social care.

examinations, and to improve the quality of inpatient
care and treatment.

During 2018, 41233 employees who applied for

healthcare facilities underwent 453 690 types of clinical
In addition, insurance program covers former employeesgnd medical examinations.

who had to leave the Company due to occupational
injury. According to the program, the employees are
entitled to use the medical services worth up to 75 000
AZN from leading clinics of the country throughout the
year.

Health insurance of retired employees

SOCAR has signed a voluntary health insurance treatment for former employees of SOCAR under the
agreement with PASHA Insurance OJSC to ensure Voluntary Health Insurance Program. To get registered,
that retirement benets and high-quality medical pensioners apply and submit necessary documents to
care are provided to retired employees. According to the PASHA Insurance representative at the Central Oil
the agreement, the insurance company undertakesWorkers Hospital in order to receive medical services.

the provision of ambulance, outpatient, and inpatient

Over the reporting period, 1935 oil workers and their treatment centers and 3 569 people were provided
family members took holidays in recreational zones ofwith treatment in Hotel Gashalti sanatorium in Naftalan.
the country. Oil workers in need of treatment with the

number of 3 069 were sent to resort and sanatorium

Employee development

Talent pool development is under strict control of implemented by the Company to ensure that employee
SOCAR’s management. A number of corporate knowledge and skills are continuously updated and
and technical training programs are developed and developed.

TYPE AND NUMBER OF TRAININGS

Employee Development Center

Training Center for the
Safety of Life at Sea

Sumgait Education and Training Center

Gala Education and Training Center

Gobustan Regional Training Center
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Human Resources Management Indicators
SOCAR Azerbaijan

AVERAGE TRAINING HOURS PER EACH EMPLOYEE IN 2018,

BY CATEGORY AND GENDER
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Senior executives
Specialists
Technical personnel
Manual workers
Women

Men

Senior executives
Specialists
Technical personnel
Manual workers
Women

Men

Senior executives
Specialists

Technical personnel
and Manual workers

Women

Men

Senior executives
Specialists
Technical personnel
Manual workers
Women

Men

Senior executives
Specialists
Technical personnel
Manual workers
Women

Men

70,56

198,08
131,59
330,49
361,34
159,54

Women

Permanent employees

Temporary employees

Full-time employees

Part-time employees

Senior executives

Specialists

Technical personnel

W ERUEIRYI UGS

This indicator has been reported since 2017 in accordance with the updated requirements of GRI Standard.
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Under 30 30-50
years old years old

4 839 PASRCYAS

Hired personnel

Dismissed personnel

Over 50
years old

20 259

Under 30
years old

30-50
years old

Over 50
years old

Under 30
years old

30-50
years old

AKX

Over 50
years old

21272

Percentage of employees covered by
Collective Employment Agreement

Employees of SOCAR

Individuals serving the Company but
not registered as of cial employees of
the Company

This indicator has been reported since 2017 in accordance with the updated requirements of GRI Standard.
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Number of employees entitled to parental
leave, by age

Number of employees left for parental leave,
by age

Number of employees returned back from
parental leave during the reporting period,
by age

Total number of employees expected to
return back from parental leave during the
reporting period

Total number of employees returned back

from parental leave and stayed at work
during 12 months

Level of return to work

Level of stay at work

SOCAR Energy Turkey

Permanent employees

Temporary employees

This indicator has been reported since 2017 in accordance with the updated requirements of GRI Standard.

Full-time employees

Part-time employees

Under 30 30-50 Over 50 Under 30 30-50
years old years old years old years old years old

Senior executives

SICEINS

Technical personnel

\ERUEIRYIUCIES

Hired personnel

Dismissed personnel

This index has been provided since 2017.

Over 50
years old

Under 30
years old

30-50
years old

Over 50
years old
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Percentage of employees covered by
Collective Employment Agreement

1 This index has been provided since 2017.

Employees of SOCAR

Overall durability of trainings on human rights
policies and procedures, hours

Percentage of employees trained on policies and
procedures on aspects of human rights, %

SOCAR Energy Georgia

Women

2 This indicator has been reported since 2017 in accordance with the updated requirements of GRI Standard.
2 This indicator has been reported since 2017 in accordance with the updated requirements of GRI Standard.
13 Since the number of trainings provided last year does not include Petkim and Petlim, the figures have been recalculated and added to this year’s report.
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Permanent employees

Temporary employees

Full-time

Part-time

Under 30 30-50

years old years old

937 2 207

Senior executives

Specialists

Technical personnel

Manual workers

Over 50
years old

1109

Under 30
years old

1137

30-50
years old

2104

Over 50
years old

1088

Under 30
years old

946

30-50
years old

2168

Over 50
years old

1391

Hired personnel

Dismissed personnel

4 This indicator has been reported since 2017.
5 Due to a change in methodology, 690 men and 87 women were hired in 2017.
6 Due to a change in methodology, 598 men and 103 women were dismissed in 2017.
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Employees of SOCAR

SOCAR Energy Ukraine

Women

Permanent employees

Temporary employees

This indicator has been reported since 2017 in accordance with the updated requirements of GRI Standard.

Full-time employees

Part-time employees

Under 30 30-50 Over 50
years old years old years old

937 2 207 1109

Senior executives

Specialists

Technical personnel

Workers

Under 30
years old

759

30-50
years old

872

Over 50
years old

186

Under 30
years old

712

30-50
years old

914

Over 50
years old

235
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Hired personnel

Dismissed personnel

Percentage of employees covered by
Collective Employment Agreement

Employees of SOCAR

SOCAR Energy Switzerland

Permanent employees

Temporary employees

Full-time employees

Part-time employees

8 This indicator has been reported since 2017.
¥ This indicator has been reported since 2017 in accordance with the updated requirements of GRI Standard.
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Under 30 30-50 Over 50
years old years old years old

888 335 150

Senior executives

Specialists

Technical personnel and workers

Hired personnel

Dismissed personnel

Under 30
years old

323

30-50
years old

Si19

Over 50
years old

Under 30
years old

315

30-50
years old

Over 50
years old

310

Percentage of employees covered by
Collective Employment Agreement

20The collective employment agreements applicable to all staff working in the filling stations of SOCAR in Switzerland are effective as of February 2018.
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Support for local social
development

SOCAR fully recognizes its social responsibilities, The Company takes steps toward identifying and

and participates in the country’s social initiatives managing social impacts that arise as a result of the

and contributes to all important social and economic Company's interventions, as well as creating positive

projects implemented at country level. social change by maintaining an open dialogue with all
interested parties/stakeholders.

Charity and sponsorship

SOCAR carries out various activities to achieve social outcomes with public importancéble 17 presents
payments made in accordance with the standard on Charity, Social and Sponsorship Assistance in 2018.

PAYMENTS MADE IN ACCORDANCE WITH THE STANDARD ON CHARITY,
SOCIAL AND SPONSORSHIP ASSISTANCE SOCARSS 009.2012 IN 2018

112 311,00 245 200,00 4 257 204,00 4 614 715,00

This includes:

Sports 527 728,00

Financial Associations and Trade Unions 890 902,00

Education 196 700,00

Art and Culture 2 826 510,00

Religious institutions

Government authorities and agencies

Healthcare

Financial aid to individuals 172 875,00

Disabled veterans and persons

1933 donors participated in the Thalassemia for Life blood donation campaign as per the plan made by the
Department for 2018 to help children with thalassemia, organized by Mehriban Aliyeva, President of the Heydar
Aliyev Foundation.

Well-being of employees

SOCAR constantly strives to nd solutions to social State Oil Company of the Azerbaijan Republic, and
problems faced by its staff and takes large-scale the Republican Committee of Azerbaijan Oil and Gas
measures in this respect. In order to improve the socialIndustry Employees. Of these items, 91 items are in
well-being of its employees, it has adopted a 2016- action, while implementation of 77 items is in progress,
2020 Social Development Program consisting of and realization of other items is still in the process.
352 items approved by the relevant order of the State

Committee for Oil and Gas Industry, Employees of the

IMPROVED HOUSING CONDITIONS FOR EMPLOYEES

Provided with housing

&S

189

Baku city @® Land plot
® Regions @® Apartment

Recently, distribution of land plots for construction of the 172-apartment building in S. Vurgun Street of Sumgait

96-apartment residential building in Surakhani district city for those who are on the waiting list for housing in

of Baku and of individual houses on the 22-hectare Azerkimya Production Association. The distribution is

area owned by Neftchi Housing and Construction expected to happen soon.

Cooperative in the Buzovna settlement of Khazar

district is currently underway. Planning and design of The provision of material support to employees under

the 656-apartment residential complex in Bibiheybat the Charter on Financial Assistance continued in 2018.

has been completed and its distribution will start soon. Social care of families of martyrs and people disabled
as aresult of war are always a key focus of the Company.

In addition, the Company completed the design

estimates documentation to launch construction of

a 100-apartment building in A. Guliyev Street and
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AMOUNT OF MATERIAL ASSISTANCE AND NUMBER OF RECIPIENTS IN 2018

$re %oé <

Support of families of diseased and

Injured employees

The Company provided nancial assistance pursuant
to “SOCAR'’s Financial Assistance Regulations” to

as tuition fees of their children were paid by SOCAR,
and nancial assistance was provided to their families.

Telemedicine service

Starting from 2018, SOCAR has incorporated Considering thatthe Company employees are unable to

“Telemedicine and International Experts Alternative visit clinics due to working conditions, time constraints

Advisory Services” into the Voluntary Medical and distance to health care facilities, this service

Insurance Program to enhance the level of health care enables them to constantly be in contact with a doctor

provided to the Company employees. at 24/7 by using a video-doctor service regardless of
being at work or at home, get medical advice, and get a
supplementary medical report based on the diagnosis
issued to them.

Establishing positive relations
with the community

Social projects in sports, education and culture

SOCAR launched the construction of Baku Talents and FIFA attended the groundbreaking ceremony of the

Education Complex in Bibiheybat settlement of Sabayil stadium. The construction was completed in two years.

districtin Baku and Demirchi Archaeological Museum in

Shamakhi district pursuant to the respective executive Right after the completion of construction, the stadium

orders of the Company. served as the main venue of the opening and closing
of the 1st European Games, athletics, and para-

Baku Olympic Stadium was included into the SOCAR's
structure pursuant to order of SOCAR’s President
dated August 25, 2018. President of the Republic of

athletics tournaments. The IV Islamic Solidarity Games,
Karabakh FC UEFA Champions League group stage,
and UEFA Europa League group matches are other

Azerbaijan Mr. Ilham Aliyev and presidents of the UEFAinternational events hosted by the stadium.

SOCAR's foreign subsidiaries

address the social issues faced by survivors, and The state of well-being of these families is constantly

the families of deceased or missing persons of, as a
result of the natural disaster on offshore Platform 10
at the Gunashli eld owned by 28 May OGPP in the

Caspian Sea on December 4, 2015; and on platform
501 of Oil Rocks OGPU and Oil Storage Facilities

of the N. Narimanov Oil Re nery 3 on December 15,
2016. Those who were on the waiting list for housing
were provided with apartments, while at the same
time bank debts of injured or missing persons as well

monitored by SOCAR.

In order to improve the social situation of the

disadvantaged, as well as of the families of deceased
employees, one of the family members (spouse or a
child) is provided with an employment at SOCAR with

appropriate employment at SOCAR entities without a

competitive hiring process hiring process, which is an

exceptional case

The Company undertakes a range of measures SOCAR Energy Turkeyis involved in corporate social
to address social issues at SOCAR's overseas responsibility projects and provides direct or indirect

subsidiaries.

In 2008, SOCAR Energy Georgia committed to
investing at least $250 min. into Georgia's gasi cation
to cover at least 250 000 new customers.

The Company invested $41,9 min. in gasi cation
of Georgia in 2018.

In addition, the Company provided 50 640 AZN
nancial assistance, along with the material assistance
to the rehabilitation of sport stadium in Rustavi, to
planting trees in 2 hectares of Borjomi forest after
heavy wild re, as well as the Varketili district of Thilisi
city as part of "Green Varketili" social campaign.

support to various activities, particularly in education,
environment, and sports.

“Our Subiject is Entrepreneurship” has been designed
as a two-year project to cover the 2018/19 and

2019/20 academic years. The project aims to train
high school students in "Entrepreneurship,” support
development of activities undertaken by National
Education Department of Aliaga district, and contribute
to equal interregional development. It is planned to hold
a contest on business ideas upon the completion of
the training. To make the project more effective, the
evaluation will consist of all stakeholders, who will
determine the best 10 projects, and organize training
for the participants. Upon completion of the training,
the Company will hold the nal round and award a grant
to 3 winning projects. The total project cost is $220

000.
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The agship of SOCAR's corporate social responsibility The new building will be equipped with a chemical
in Turkey is the school named after Heydar Aliyev, labaratory, electrical and machinery workshops. The
with about 6,000 students. SOCAR Energy Turkey’s new building with an estimated value of 2.5mIn TRY is
reputation continues to grow with the investments in expected to be opened during the year. Next year, the
the future of Turkey to implement large-scale social college will mark its rst graduation.
responsibility projects in 2018.
Petkim built seven schools in Izmir city and Kocaeli
SOCAR Energy Turkey’s subsidiary Petkim provided provinces and signed a protocol with the Ministry of
material and technical assistance to educational National Education of Tukey in 2018 to build the eighth
facilities and offered internships to hundreds of school. In addition, SOCAR Energy Turkey cooperates
students from various universities in Turkey. with Koch University within the Anatolian Scholarship
Program to provide equal educational opportunities to
The Company plans to build new premises on the basis all students. Three students were awarded education
of Heydar Aliyev Technical College constructed by grants within the program.
Petkim in Aliaga city during 2012/13 academic years.

95



=g
E\S

{
=
)

7
53
AWIJM\M

| \
9%

©
=)
=

p
L
-



98

Occupational health and safety

One of the most important tasks in SOCAR's regular Health and safety of employees at SOCAR is managed
activities is ensuring the health and safety of its on the basis of the following regulatory documents:

employees.
Integrated management system for labour

protection in Azerbaijani oil industry

SOCAR's main goal is to minimize the number of

accidents by timely identifying the factors that can Safety rules in the oil and gas industry
lead to them.

Field requirements considering speci cs of
the works performed at operational sites of the
Company’s entities and business units

Promoting a culture of of health and safety, and
educating employees are one of the most important
principles and policies of the company. Therefore,
SOCAR aims to provide all employees at production
sites with uniforms, personal and collective protection
equipment, and ensure the safety of production
equipment and processes.

Other regulatory documents in occupational
health and safety effective in the country

In 2018, 17 complaints on health and safety were led.
The complaints were related to such issues as nancial
The Collective Agreements adopted at the joint assistance, issuance of occupational injuries act,
meetings of the members of the Trade Union atsupportinretirementdue todisability, etc. Allcomplaints
SOCAR's structural units contain the actions that were reviewed in compliance with applicable legislation
the Company needs to take to ensure occupational and written responses to complainants were provided.
health and safety. The status of the actions planned

under Collective Agreements to improve the workplace

conditions is regularly discussed at the meetings and

appropriate decisions are made.

Application of international

Mmanagement systems

In 2018, health and safety practices in about
75% of SOCAR's entities were based on
OHSAS:18001 international management
system.

Audits and inspections in 18 entities and business units

During the reporting period, the Company received and
reviewed letters from the entities and business units on
alignment of operations with the modern standards
were received, reviewed and addressed.

In addition, in 2018, the Company introduced OHSAS:
18001 standard for the rst time at the Department

and units where international management system hasof Gas Storage Facilities Exploitation of Azneft PU

already been introduced or is planned to be introduced,
and the existing certi cates were renewed due to
transition to updated versions of the standards.

and 1SO: 39001 “Safe Traf c Management” in the
Transportation Department.

Education of employees

Building a safety culture across the Company depends
directly on the employees who support the principles,
policies and values of SOCAR. Employee education

and development cover all employees to ensure positive

safety culture throughout SOCAR.

In 2018, a number of measures were undertaken at
SOCAR's various facilities to ensure that occupational
safety met all the modern requirements. Once entered
into force, "Integrated Rules for Safe Diving and Medical
Provision of Divers”that was approved in 2017, relevant
initiatives and staff training programs were organized
to ensure proper implementation of the new rules and
guidelines at all Company facilities.

Signi cant work was carried out in 2018 to teach
safe work methods to employees working at offshore
facilities.

The topics of trainings held at the Training Center
for Safety of Life at Sea in 2018 and the number of
participants are given infable 19.
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INFORMATION ABOUT THE SAFETY TRAININGS FOR OFFSHORE WORKERS IN 2018

Safety measures

To properly manage the occupational safety, it is a I t of technological
prerequisite to identify potential hazards and risks for mprovement ottechnological processes

each operation at production sites.

Installation of collective protective equipment

) » to protect workers from exposure to dangerous
In order to further improve labor conditions and create

and hazardous production factors in functioning
a healthy and safe working environment, an Action facilities

Plan was developed by SOCAR’s structural units in
2018. The plan envisages the following measures in Semi-annual and annual reports on the status of
accordance with regulatory requirements following the implementation of the Action Plan were prepared
analysis of accidents and emergency situations thatby SOCAR's entities and structural units and were

occurred throughout the year: submitted to the First vice president.

In 2018, majority of production facilities, buildings,

and workplaces were recon gured in line with the

modern standards to ensure improved labor conditions,
safety of equipment and technological processes in
the production sector, and prevent industrial injuries.
For instance, Experimental Production Enterprise for
Maintenance and Rent of Submersible Units operating
within the Azneft PU of SOCAR was equipped with

state-of-the-art facilities and equipment. In addition to
repair of the building and auxiliary facilities, renovation
and complete reconstruction was carried out in the

production enterprise.

Upgrade of technological, lifting and
transporting and other production equipment,
as well as their automatic and remote control

Implementation of automatic surveillance
and alarm systems to report the presence of
hazardous and harmful production factors

Installation of emergency shutdown devices
for failure in technological and electro-
technical equipment

Introduction of special technical devices to
protect workers from electric current

Applying safety tags and marking on production

safety marking on production equipment

21 One academic hour is 45 minutes long.

Reliability of technological devices and equipment, In addition, , throughout the reporting year, SOCAR
oil and gas pipelines, electricity lines was monitored, continued to replace a number of equipment and
and required measures to ensure the safety of offshoretechnical facilities, which had lower corrosion
facilities that have explosion risk, to prevent accidentsresistance and failed to meet safety requirements and
caused by strong hurricanes and other natural disasterstook measures to ensure that they undergo complete
were implemented. To achieve improved production andoverhaul and have increased anti-corrosion protection.
economic results, the Company continued to replace

the outdated drilling rigs with modern ZJ drilling rigs.

Assessment of hazardous
factors at the workplace

SOCAR undertakes a workplace attestation no 23 086 employees underwent periodical medical

less than once a year, subject to the nature of work examination in 2018 in accordance with the Company’s
and change in conditions, to assess the workplace plan. During the medical examination, no occupational
conditions and ensure safe and healthy working disease-related illnesses were detected, while

conditions in the Company facilities. Industrial and appropriate measures were taken to treat detected
sanitary laboratories functioning at SOCAR carried out general illnesses. Relevant recommendations were
assessment of the facilities no less than once a year, andgiven to the staff.

where necessary, to check the effectiveness of actions

aimed at improving the labor conditions, eliminate 310 patients were sentto various hospitals for treatment
harmful production factors or adapt to regulatory norms. and 1662 people required sanatorium treatment.

During the reporting period, the Company All facilities of SOCAR have occupational safety
undertook certi cation of 1 856 workplaces in commissions to monitor workplace conditions and
10 entities of SOCAR and the industrial-sanitary review other occupational safety issues.

laboratories operating at the facilities performed

measurement of production factors at 6 557 work

places.
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Safety risks management

The Company seeks to introduce balanced The effectiveness of risk management is determined,

management of risks by identifying, evaluating, andrst of all, by the feasibility assessment of the risk and

selecting preventive measures that may obstructthe proper identi cation of the classi cation system.

Company’s achievements or normal course of This system enables the effective selection of risk

business. The main functional principles of the systemmanagement techniques by combining categories,

are the development, implementation, and control ofsub-categories, and groups. Detailed information on

risk mitigation measures. the safety risks identi ed and controlled by SOCAR is
presented inTable 20.

Risk management measures or decisions are aimed

at ensuring the safety of human life and health and

the operation of facilities by following the applicable

environmental, sanitary, hygienic, re safety, and other

regulations effective on the territory of the Republic of

Azerbaijan.

SAFETY RISKS IDENTIFIED AND CONTROLLED BY SOCAR

SAFETY RISKS IDENTIFIED AND CONTROLLED BY SOCAR

SOCAR's health and safety risks are dependent on the
complexity of work in the oil and gas industry, weather
conditions, technological disruptions, human errors, as
well as other objective and subjective factors.

In order to minimize production risks, 500
inspections were carried out at SOCAR's
production facilities during the reporting period by
occupational safety commissions, and the majority

The Company carries out quarterly monitoring ofOf identi ed violations were eliminated.

measures towards effective management of risks
associated with emergencies, accidents, and
technological disruptions. All actions are incorporated
into quarterly monitoring reports of SOCAR’s structural
units, as per the monitoring plan.
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Third-party management

It is in the center of attention of the Company to ensure The designated of cials of SOCAR undertake
that the performance of third-party contractors align regular monitoring of occupational safety arranged
with SOCAR'’s principles and values. SOCAR requires by contractors of SOCAR’s joint ventures and
all third-parties ensure health, safety and effective risksubsidiaries. Joint Ventures and Operating Companies
management at their sites. Prior to the commission ofsubmit monthly reports on occupational injuries to the
works with contractors, their activities and major risks SOCAR, which are subject to further analysis and
are reviewed and evaluated by SOCAR. assessment.

Accidents and injuries

The recent measures taken b_y .the Company analysis of accidents at SOCAR in 2018 shows that
have led to improved safety statistics of SOCAR the main cause of industrial injuries was a failure of staff

Azerbaijan’s facilities over the last ve years. The (g follow protection guidelines and comply with health

number of injuries fell by 63%.

All structural units of the Company discussed the causes
However, despite the measures taken by the Company, gnd consequences of accidents and emergencies
there were 11 accidents in 2018, 8 of which resulted in {g a5sess potential risks and take precautionary and
injury and 3 in death. mitigation measures to prevent further occurrence
of such accidents and to reduce to a minimum the
detected hazards and risks. Information on the
number of accidents by the type of operations is
presented inTable 21.

The fatal accidents took place at Gas Export
Department and Transport Department of Azneft PU.
All accidents were investigated by commissions created
by the State Labor Inspectorate Service of the Ministry
of Labor and Social Protection of the Population in
accordance with the Regulations for Identifying and
Registering Incidents at Work. The circumstances
and reasons for the occurrence of the accidents were
identi ed and appropriate measures were taken.

ACCIDENTS IN SOCAR AZERBAIJAN IN OCCUPATIONAL HEALTH AND SAFETY
2018 BY THE TYPE OF OPERATIONS EXPENDITURES OF SOCAR AZERBAIJAN IN 2018

Oil and gas extraction

No technological emergency, local re and group
accident were recorded at SOCAR'’s structural units in

Total expenditures, including 22 877,7

On measures to improve working

Oil and gas processing i
Sl g conditions

On special clothing, special shoes and

Gas supply and transportation . .
PRy P other protective equipment for personnel

Construction On milk supply
Geophysics and geology Other expenses

Transport

Drilling

Total number of accidents, including Total accidents

Fatal accidents Including fatal accidents
Number of days lost due to

Total number of injured employees . A
| ploy occupational injuries

Weighted ratio of accidents

Number of deceased employees .
(number of lost days per accident)

Number of missing people

Mandatory insurance against loss of
ability to work as a result of industrial
accidents and occupational illness

Number of occupational diseases
Number of days lost due to
occupational injuries

As the Company prioritising safety of its employees
and improved labor conditions, SOCAR insured all its
employees pursuant to the “Agreement on mandatory
insurance against loss of ability to work as a result of
Total worked hours 78 003 136 industrial accidents and occupational illness” with
OJSC Pasha Life Insurance.

Absence due to occupational illness 300 937

Average number of employees 50 479

Total worked days 9 750 392

As part of the cooperation with the insurance company,
PASHA Life Insurance made insurance payments in the
amount of 461 082,69 AZN in 2018 for events that had
occurred in various structural units of SOCAR.

Lost time injury ratio 0.03
(per 200 000 hours worked) ’

Lost days ratio
(per 200 000 hours worked) e

Absence in the workplace ratio
(per 200 000 hours worked) 6172,8
Accidents frequency ratio
(number of accidents per 0,22
1000 employees)

In addition, insurance payments made in 2018 for
events occurred in previous years accounted for
Accidents severity ratio 1223 863,25 AZN.
(number of lost days per accident)

During 2018, Pasha Life Insurance paid a total of 1 684 945,94 AZN to the injured employees and their families.

OHS performance of foreign entities

SOCAR's overseas subsidiaries also pay much Workplace health and safety at SOCAR Energy Turkey
attention to occupational safety to ensure that actions is governed by the following regulatory documents:

in this area align with the modern safety requirements.
In the reporting year, $1 786 454 was invested in
occupational health and safety measures.

International Finance Corporation's Healthy and
Safety Technology (HST) standards

Occupational safety and health standards

Effective regulatory documents on HST

22 According to the Company's internal regulations, occupational injuries, lost working days, and absence in the work ratios were calculated based on each
200 000 hours worked.
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The Company continued to organize various courses during the reporting year to increase employee awareness
on health and safety requirements:

Health and Safety Training Matrix in SOCAR OHS techniques considering the location Number of injured employees

Energy Turkey ) "

OHS techniques considering the position

Introductory training for newly-recruited UL RO R CURTAE

employees

Visitor safety of visitors

In addition, new OHS documents were developed in 2018. These include risk assessment and management,
authorization of operations, and power systems management.

OHS INDICATORS OF SOCAR'S FOREIGN ENTITIES

Total number of injured employees

Total hours worked 42 283 534

Lost time injury ratio (per 200 000 hours worked) 0,30

Number of injured employees

Number of deceased employees

Total number of deceased employees Number of occupational diseases

. . Number of days lost due to occupational injuries
Number of occupational diseases

. L Absence due to illnesses
Number of days lost due to occupational injuries

Number of employees
Total hoursworked 7 011 060 HE

Total scheduled working hours 2 340 362 Vel e werlist 3715626

. - . Total days worked 410 140
Lost time injury ratio (per 200 000 hours worked) 1,20 g

Total scheduled working hours 3984 710

Accidents severity ratio (number of lost days per accident) 9,07

Lost time injury ratio (per 200 000 hours worked) 0,05

Lost days ratio (per 200 000 hours worked) 76,4

23 OHS indicators cover Head Office of SOCAR Energy Turkey, PETKIM, STAR and Petlim. SOCAR Energy Georgia has not been included in this report due
to immaterial value of indicators.
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Number of injured employees

Number of deceased employees

Number of occupational diseases

Number of days lost due to occupational injuries

Absence due to illness

Number of employees

Total hours worked 1 259 012

Total days worked 157 377

Total scheduled working hours 1259 012

Total scheduled working hours (per 200 000 hours worked) 2,06

Lost days ratio (per 200 000 hours worked) 42,1

Absence in the workplace ratio (per 200 000 hours worked) 916,19

Accidents severity ratio (number of lost days per accident) 20,38

Hygiene and Epidemiology Services

The Hygiene and Epidemiology Center (HES) of the
Ecology Department oversees the protection of the During the inspections, 1299 sanitary and hygiene
working environment at SOCAR entities, prevention de ciencies were identied, of which 80,5%
of occupational illness, compliance with sanitary and were eliminated after revitalization measures
hygiene requirements in residential areas, prevention(Figure 24).

of infectious diseases, and implementation of anti-
epidemic measures.

As aresult of anti-epidemic measures, 21 patients were
o diagnosed with tuberculosis and were hospitalized
In 2018, there were 162 units in total under the for treatment. Complementary disinfection measures
supervision of HES. were carried out at the patients’ premises and all
employees with whom those patients were in contact

had undergone a medical examination.

NUMBER OF SANITARY AND HYGIENE INSPECTIONS CARRIED OUT AT SOCAR’S FACILITIES IN
AZERBAIJAN IN 2016 20

Industry Utilities Food Public catering

Industry Utilities Food Public catering

Industry Utilities Food Public catering
Medical ® L aboratory and Faults ® Faults
examination instrumental discovered remediated
examination

109






112

Environmental activities

The Environmental Policy, adopted by SOCAR, has
been a key document for the Company’s environmental
activities since 2008. The main goal of SOCAR's
Environmental Policyisto protectthe environment, ensure

. . . ) environmental safety, and eliminate any environmental
SOCAR's environmental strategy aims to achieve.

) __impacts during operations on all segments of the
sustainable development through strengthening , . . . .

L . o . Company’s activities, including upstream, midstream
coordination in environmental activities, preservation of

. . _ and downstream operations. Document is currently
natural resources, and introduction of science-based S )
. updated to align it with the modern requirements and
conceptual principles.

best practices. It is expected to be approved in 2019.

As a result of continuous efforts, SOCAR has
become an international company meeting leading
global industry and environmental standards.

SOCAR's environmental performance is mainly governed by the following documents:

SOCAR'’s Comprehensive Strategic Development Plan by 2025

Potential Emergency Prevention Plan

Climate Change Mitigation Strategies and Plans

Associated Gas Management Plan

Oil Spill Prevention and Response Plan
Oil-Contaminated Soils Remediation Strategy and Plan of Actions
Strategic Roadmap of the Republic of Azerbaijan on Development of the Oil and Gas Industry

Biodiversity Protection Strategy

Environmental Monitoring Plans
Waste Management Plan

Health and Safety Protection Plans

Other environmental documents

The environmental protection and environmental riskCompany's environmental expenditures incurred in
management processes at SOCAR’s operations 2017-2018 are shown in Table 26.

are managed by the Vice President for Ecology, the

Environmental Projects Management Department

of the Head Of ce, the Ecology Department, and

environmental departments of the Company’s structural

units.

ENVIRONMENTAL EXPENDITURES, THOUSAND AZN

SOCAR Azerbaijan

SOCAR Energy Turketf ,13 31252 11 503,480

SOCAR Energy Ukraine

Application of international and local
standards

SOCAR implements internationally recognized are renewed, and their validity is extended for the
standards for environmental management systems at itsfollowing year.Table 27 shows the most recent renewal
operations. Furthermore, ISO 14001 certi cation body or issuance dates of ISO 14001 certi cates.

conducts annual audits, whereby expired certi cates

2 Environmental penalties for 2018 are insignificant, and thus are not included in the current report.

2 The table does not include the funds spent on environmental measures at SOCAR Energy Georgia and SOCAR Energy Switzerland as they comprise

an immaterial part of the total expenses.

26 The expenditures for SOCAR Energy Turkey include the costs incurred by Petkim

27 Environmental expenditures of SOCAR Energy Turkey were recalculated in 2017 due to currency fluctuations.

28 Environmental expenditures of SOCAR Energy Ukraine were recalculated in 2017 due to currency fluctuations. In the current report, the average rate is
taken as 1USD = 1.7 AZN.

113



114

LIST OF SOCAR AZERBAIJAN ENTITIES CERTIFIED BY
INTERNATIONAL MANAGEMENT STANDARD ISO 14001

Environmental Impact Assessment

In 2018, 5 documents on the Environmental Conditions It is SOCAR’s special priority to ensure that our
Assessment (ECA) and 12 documents on Environmental suppliers and contractors’ performance aligns with
Impact Assessment (EIA) were drafted and approved.the Company’s values and principles. To this end,
These documents cover all projects implemented the Company imposes a number of requirements on
by SOCAR and were drawn up in accordance with bidders of SOCAR’s tenders pursuant to SOCAR’s
conventions signed by the Government of the Republic Procurement Standard, the General Counterparty
of Azerbaijan, as well as with both domestic and Veri cation Standard, and compliance of the selected
international legislation. entities is subject to second party audits.

Regulatory documents

In 2018, the Ecology Department drafted and approved to the Ministry of Ecology and Natural Resources of
66 environmental regulatory documents for SOCAR the Republic of Azerbaijar{see Figure 25).
entities and structural units, approved by and submitted

ENVIRONMENTAL REGULATORY AND TECHNICAL DOCUMENTS DEVELOPED
FOR SOCAR ENTITIES IN 2018

@ Ecological passport

@ Hazardous waste passport
@ Emission threshold
Environmental inventory

@ Discharges threshold

Total

Environmental awareness raising

Stakeholder engagement

SOCAR accepts that awareness raising of employees SOCAR participated in a number of events in 2018,

is one of the key elements for achieving sustainableas it does every year, to raise awareness about

development. In addition, it is integral part of SOCAR’s environmental problems among both the community

SOCAR's approach to ensure that employees are and its employees.

continuously trained. Training is designed to develop

an environmental thinking that combines employee“Ecology Month”, “Green School”, “Eco-Presentations”

knowledge and occupational behaviour. and other projects were implemented jointly with
the SOCAR’s Ecology Department pursuant to

SOCAR regularly studies international best practices the Partnership Agreement signed by the Ecology

in calculation of air pollutants, including fugitive Department and Baku City Education Department

emissions from key operation sites, and cooperatesto raise interest in environmental sciences among

with foreign companies in addressing technical issues schoolchildren and develop environmental knowledge

and uncertainties. and skills. SOCAR staff delivered presentations, as well
as information on SOCAR'’s environmental projects for

On November 2, 2018, SOCAR Tower hosted a students of 140 schools in Baku was provided.

workshop on “Methane Emissions Inventory and

Identifying Emission Mitigation Projects” with the

participation of representatives of Norwegian Carbon

Limits and experts of SOCAR'’s facilities.

115



116

“Use of alternative and renewable energy” I I lonltorlng Systel I I

“Healthy Lifestyle” . . .
SOCAR monitors the overall physical and chemical

“Green approach” properties of the aquatic environment, composition
and quantity of biogenic substances and oil products,

“What should we do?” sediment content, organic matter, taxonomy of

microorganisms, and plankton mass across all of the
geographical areas where its operations are carried

“Noise pollution” ouF. Thfe degr_ee of anthropogenic impact is analy.zed
to identify the impact on the ecosystem of the Caspian

“What is environmental monitoring?” Sea.

“Waste management” and other topics In 2018, we carried out 942 wide scale initiatives to

monitor changes in the environmental quality indicators,
including 583 onshore inspections and 359 inspections
at offshore facilitie$® (see Figure 26 for more details)

“Biodiversity of Azerbaijan”

In the frame of the Memorandum of Understanding
on environmental awareness signed between the
Ministry of Education of the Republic of Azerbaijan
and the Ecology Department of SOCAR, employees
of the Ecology Department made presentations for
20 EcoClub members established at schools in 2018 Management during production processes and to
and organized tours at the Eco-Park Environmental evaluate the current state of mechanical and biological
Research Center Public Union. treatment plants after reconstruction and upgrade
project at the Heydar Aliyev Oil Re nery. Environmental
| violations observed during monitoring were recorded
and their elimination was monitored.

Ecological monitoring was carried out by the
Ecology Department to study the state of wastewater

In 2018, to increase awareness on environmental
problems and management thereof, awareness-raising
initiatives on the following issues were organized in
the Employees Development Center of the Education,
Training and Certi cation Department:

All environmental monitoring results are entered into
the in the Geographical Information System (GIS)
database administered by the Ecology Department.

Raising awareness on ISO 14001 international
environmental management standard

SOCAR'’s Environmental Policy
Waste management

Environmental requirements to the specialists
assigned to SOCAR facilities

Oil spill response

Information on events organized by SOCAR'’s units and
subsidiaries jointly with state authorities, international
organizations, environmental NGOs, universities,
schools and other public organizations, as well as tours
to Eco-Park, round tables, open lessons are periodically
posted at www.socar.az, the "lki Sahil" newspaper and
other media sources.

22 The increase in the number of environmental monitoring initiatives in 2018 was due to a more stringent environmental control and an increased number of

required environmental documents.

ENVIRONMENTAL MONITORING OF SOCAR'S OFFSHORE AND
ONSHORE FIELDS IN 2016 2018

2016 2017 2018

Overall number of monitoring ® Onshore ® Offshore

These monitoring initiatives include evaluations of theAccording to the results of the repeated environmental
positive and negative impacts on the environment,and sanitary-hygienic monitoring in 2018, the mitigation
pollution of the marine ecosystems by oil and level of environmental issues at SOCAR's facilities
Gasolineeum products, the degradation of natural accounted for 81% (see Figure 27).

sedimentation, the density of plankton during water

strati cation, marine fauna studies, and environmental

monitoring in spring and summer seasons.

ENVIRONMENTAL ISSUES REMEDIATION LEVEL AT FACILITIES OF SOCAR AZERBAIJAN
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Climate Change Mitigation

Global climate change is one of the biggest The Action Plan, developed under the Strategy, involves
environmental challenges that humanity is facing. the projects and actions primarily in the following four
Azerbaijan signed the Paris Agreement adopted in &r€as:

2015 2015 within UN Framework Convention on
Climate Change and targeted to reduce greenhouse monitoring system for GHG emissior

I 1 0,
baseline.
Integration of energy ef ciency programs in
SOCAR contributes significantly to the goals e

defined by the country. The Company plans to produce
diesel and gasoline in line with Euro-5 standards by
2021 with the implementation of the modernization and g¢ gient management of atmospheric emissions

tion of a regular measurement, reporting and

Use of energy-ef cient equipment in lighting systems

is
reconstruction projects at Heydar Aliyev Oil Re nery. directly dependent on proper inventory, reporting and
This transition is expected to reduce emissions yanagement of emissions. To calculate atmospheric
of carbon dioxide (CQ) and nitrogen oxide (NQ  gmjissions, we use IPCC methodology and the EMEP/
discharged from road transport into the atmosphere.  coR|NAIR Guidelines. The calculation of the amount

of GHG and contaminants emitted into the atmosphere
SOCAR has developed “Climate Change Impacts 1, goCAR entities is based on a document prepared

Mitigation Strategy by 2020” to contribute to the national by relevant institutions, which is updated every year.
targets. The strategy aims to develop a comprehensive

and systematic approach to GHG management at the
Company.

GREENHOUSE GAS EMISSION SOCAR, THOUSAND TONS OF COEQUIVALEN

SOCAR Azerbaijan
Direct emissions
Indirect emissions
SOCAR Turkey 3
Direct emissions

Indirect emissions

SOCAR Energy Georgia

Direct emissions

Indirect emissions

30 As SOCAR Energy Ukraine’s production is limited, its indicators are not included in the table. Only a small volume of indirect emissions is generated by
SOCAR Switzerland due to non-production nature of its activities.

%1 Direct GHG emissions measurements made by third-party for SOCAR Energy Turkey cover PETKIM only.

Direct emissions

Indirect emissions

Total for SOCAR,
including

From stationary sources,
including

Business units

JVs and OCs

From mobile sources
including

Transportation Department

JVs and OCs

Total for SOCAR,

including

Business units

JVs and OCs

51639,2

GREENHOUSE GAS EMISSIONS AT SOCAR, THOUSAND TONS OF COEQUIVALENT®

SOCAR Energy Switzerland

GREENHOUSE GAS EMISSIONS AT SOCAR AZERBAIJAN, THOUSAND TONS OF CCEQUIVALENT

6804,7

119



120

THE INTENSITY RATIO OF DIRECT EMISSIONS IN 2016 2018
THOUSAND TONS OF CO EQUIVALENT OF EMISSIONS PER ONE EMPLOYEE?

SOCAR Azerbaijan

SOCAR Energy Turkey

The increase in direct emissions intensity ratio atto prevent gas leakages in the gas transportation

SOCAR Azerbaijan compared to 2017 is cause by system are based on the EU Directive.

40% more gas used by Azneft PU due to enhanced

production. SOCAR plans to continue these measures in the
upcoming years. One of such planned measures is

SOCAR’s gas management practice has direct impact to ensure that natural greenhouse gases are pumped

on GHG emissions. Wells that may cause direct back into the system to prevent their release into the

discharges into the atmosphere are connected with a atmosphere.

piping system, while pipelines are sealed off in low-

gas wells and the wells are abandoned in accordance

with the relevant methodology to prevent oil and gas

leakage. Projects implemented by SOCAR Azerbaijan

Methane (CH )22

Carbon (CO )

Management of Associated Gas

Starting from 2018, the associated gases from Involving SOCAR. The plan aims to achieve a gradual

oil wells operated by Salyan Qil Limited have been reduction of associated gas emissions from newly drilled

connected to the closed system. Before this initiative, oil wells. It is expected that associated gas emissions in

the production facilities of the Company discharged 2022 will be reduced by 64.9% from the base level.

about 90-100 thousand n?¥ of associated gas into After the approval of the document, the Company took

the atmosphere. Currently, associate gas produced the inventory of all open wells in the areas of Azneft

by SOCAR entities is completely managed. With the PU, OC and JV, and the facilities identi ed their own

installation of the 4 US-made MKO-HOERBIGER-350 priorities.

modern compressor units by Gas Export Administration,

Salyan Oil Limited is now able to deliver 65 000 - The current state of associated gas management at

75 000 m® of associated gas from the Kursangi eld to Azneft PU is provided inTable 33. Siyazanneft Oil

the Southern Electric Power Station in Shirvan. Re nery has launched aring of associated gas since
2017.

In order to further reduce greenhouse gas emissions,

SOCAR has approved the 2017-2022 Plan to Reduce

Associated Gas Emissions at SOCAR and in Projects

%2 The emission intensity of SOCAR Energy Georgia, SOCAR Energy Ukraine and SOCAR Energy Switzerland is not included in the table as it is not significant.

33 |ncrease in methane gas production in 2018 is mainly caused by the increase in technological losses at 28 May OGED of Azneft PU.

ASSOCIATED GAS MANAGEMENT AT AZNEFT PU IN 2016 2018, THOUSAND M

Pollutants emitted into atmosphere by
SOCAR, JVs and OCs

In accordance with the law of the Republic of draft required environmental documents and reports.
Azerbaijan, information on pollutants emitted by allTo reduce uncertainties in this documents, the reports,
entities operating in the energy and industrial sectors relevant methodologies and rules are reviewed and
of the country, including all SOCAR entities, JVs, and monitored on an annual basis. The total amount of
OCs, is annually submitted to the State Statistical pollutants emitted into the atmosphere is determined
Committee.  An inventory of pollutants emitted based on the results of this monitoring(Table 34).
into air is carried out by SOCAR, its JVs and OCs to
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AMOUNT OF AIR POLLUTANTS EMITTED FROM STATIONARY SOURCES,
THOUSAND TONS*

Total for SOCAR Azerbaijan,
including

Solid particles

Gaseous and liquid substances,
including

Sulphur dioxide

Nitrogen oxide

Carbon oxide

Carbon oxide

Volatile organic compounds

Other gaseous substances

Total for SOCAR Energy Turkey 3

including

Sulphur dioxide

Nitrogen oxide

Hydrocarbons (excl.VOC)

Volatile organic compounds

Total for SOCAR Energy Georgia,
including

Sulphur dioxide

Nitrogen oxide

Carbon oxide

34 SOCAR Energy Ukraine and SOCAR Energy Switzerland have not been included in the table since their volumes are insignificant.
35 For SOCAR Energy Turkey, the volume of pollutants emitted into air is measured by a third party every two years.

AMO OF AIR POLLUTANTS EMITTED FROM
MOBILE SOURCES OF SOCAR, TON

Total for SOCAR Azerbaijan,
including

Solid particles

Gaseous and liquid substance&®
including

Sulphur dioxide

Nitrogen oxide

Carbon oxide
Hydrocarbons (excl.VOC)
Volatile organic compounds

Other gaseous substances

Environmental monitoring of emissions from
transport and special technical equipment

SOCAR'’s Ecology Department has been continuously year once maintenance works are completed. Sixteen
monitoring the harmful gases emitted by vehicles andoutdated vehicles were withdrawn from operations and
technical equipment from its transport fleet since removed from inventory.
2009. Results of these monitorings are presented in
the Table 35. In the frame of Sustainable Transportation Program,
relevant training seminars were held on fuel economy
During 2018, environmental emblems were assigned management and drivers were provided with relevant
to 2735 vehicles that met existing standards during training materials to enhance their experience in this.
environmental inspections.
In 2018, 497 drivers received trainings on eco-
In 2018, 741 vehicles did not meet the current driving.
standards, and the amount of their air emissions
emitted by them during preliminary and repeated
environmental examinations was non-compliant
(Table 36). Consequently, these vehicles will be
subjected to environmental examinations again next

3 The increase in pollutants from mobile sources in 2018 compared to the previous year is mainly due to an increased number of vehicles and increased
emissions as the result of fuel consumption.
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UMBER OF ENVIRONMENTAL INSPECTIONS OF
VEHICLES AT SOCAR AZERBAIJAN

Inventory of technical equipment and vehicles

Number of vehicles gone through preliminary

and recurrent inspections

Number of vehicles not complying with existing standards
Number of vehicles withdrawn from operation
Number of vehicles that underwent complete overhaul

Vehicles failing environmental inspections due to other reasons

Energy consumption

Energy security and ef ciency are among the key Energy ef ciency initiatives implemented in 2018 were
solutions to climate change. In order to increase energyas follows:

ef ciency, the Company’s facilities are equipped with
energy-ef cientequipment, while production processes SOCAR initiated measures to increase energy
are constantly reviewed. To better evaluate the energy ef ciency of the Gas Turbine Thermal Power
ef ciency of the Company, the ratio of energy intensity Plant in Neft Dashlari OGED of Azneft PU
shown inTable 38is calculated.

SOCAR proposed a project idea aimed at

As a result of continuous measures, SOCAR reusing associated gas emissions generated at
reduced its energy consumption by 34 370 000 kWh,

or by 4,5% compared to the previous year.

Chilov island to the construction of a power
generating plant

ENERGY CO MPTION OF SOCAR, THO

Total for SOCAR,
including

2 160 726 2 364 175 2172 717
SOCAR Azerbaijan 1079 993 1093 796 1 059 426
SOCAR Energy Turkey’ 1 029 450 1 220 040 1 060 534
SOCAR Energy Georgia
SOCAR Energy Ukraine

SOCAR Energy Switzerland

ENERGY INTENSITY RATIO IN 2016 2018

SOCAR Azerbaijan

SOCAR Energy Turkey
SOCAR Energy Georgia
SOCAR Energy Ukraine

SOCAR Energy Switzerland

FUEL CONSUMPTION AT SOCAR AZERBAIJAR?

SOCAR Azerbaijan

Gasoline, tons

Diesel, tons 321191 35 875,7 38 155,9

37 Since 2018, SOCAR Energy Turkey has been introducing a new methodology to calculate electricity consumption. This is why the 2017 figures have been

recalculated.
38 This indicator reflects the amount of fuel used in special machinery and vehicles.
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809 218,2 866 054,5 721 706,7

SOCAR Energy Turkey

Gasoline, tons

Diesel, tons 3712,94°

Natural gas, thousand m3 357 814,95 470 859,3 429 440,30

SOCAR Energy Georgia

Gasoline, tons

Diesel, tons

Natural gas, thousand m?

Table 39re ects the amount of fuel used by special machinery and vehicles, as well as amount of natural gas used
for internal needs of entities of SOCAR Azerbaijan.

Waste management

SOCAR, as an international company that focuses In 2018, the waste generated at SOCAR units was
on the protection of the environment and supports received and disposed of at the Waste Management
the principle of “zero waste,” manages all of its oil Center of the Ecology Department. In addition, SOCAR
and gas and chemical industry waste in a centralized Energy Georgia prepared it own Waste Management
manner. SOCAR’s Waste Management Plan (WMP), Plan for 2018-2019. It has developed the Waste
which incorporates the basic principles of the waste Management Plan for the upcoming years and
management, is applied across all departments andsubmitted it to the Georgian Ministry of Environmental
enterprises. Protection and Natural Resources.

. DRILLING SLUDGE AND OIL SLUDGE GENERATED BY SOCAR AZERBAIJAN IN 2016 2018,
THOUSAND TONS*

Drilling sludge Oil sludge

2016 @® 2017 ® 2018

% This indicator covers natural gas used for both internal demands and heating. Approximately 97% of the total consumption was used with heating purposes.
“°The increase in the volume of diesel used by SOCAR Energy Turkey in 2018 is caused by the launch of the STAR Refinery.
“ The volume of oil sludge was increased by 30% following the repair and disposal of outdated tanks.
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In the frame of the contract signed between the Ecology Drilling sludge and solid wastes generated during the
Department of SOCAR and tEcon Industries GmbH, production process are delivered to the temporary
Germany, two VacuDry vacuum-distillation units storage facility at the Waste Management Center for
manufactured in Germany for processing drilling sludge further utilization. As shown inFigure 28, the 2018
were installed at the Waste Management Center. These data show that the volume of drilling sludge increased
devices are comprised of complex systems operating by 23% as a result of the increase in the number of
on the basis of modern technology, which incorporates drilling wells and drilling operations, and the volume
all the necessary components for the processing of drill of oil sludge increased by 32% due to a number of
sludge. old oil tanks becoming obsolete. Other waste types
such as wood, paper, rubber, etc. that are collected
22143,05 tons of drilling sludge were received from BP at the Center and be recycled, are transferred to other
during 2018; the volume of treated drill sludge reached organizations for recycling or reuse.
21521,77 tons. 2357,9 tons of ESCAID synthetic oils
recovered after treatment were returned to BP without
any charge.

WASTE MANAGEMENT AT SOCAR, THOUSAND TON$

SOCAR Azerbaijan
Generated waste? 165,1
Hazardous* 156,02
Non-hazardous 9,1
Utilized waste

Hazardous

Non-hazardous

Waste transferred to third parties

Hazardous

Non-hazardous

Waste disposed of at the Waste Center

Hazardous

“2 Indicators of SOCAR Energy Georgia and SOCAR Energy Switzerland are not included in the table because they have limited production activity.

4 The sharp increase in emissions in 2018 as compared to 2017 was mainly due to an increase in the ferrous metal wastes generated during the dismantling

operations at non-functioning facilities (3468.96 tons in 2017, 6761,92 tons in 2018).

4 The reason for increase in 2018 is mainly due to the increase in oil sludge generated during cleaning in the oil tanks at 28 May OGED (the difference is 1278

tons) and increase in metal wastes not used for years in the production site of Azneft PU (the difference is 44877 tons).
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Non-hazardous

SOCAR Energy Turkey

Generated waste

Hazardous

Non-hazardous

Recycled waste

Hazardous

Non-hazardous

Waste transferred to third parties

Hazardous

Non-hazardous

SOCAR Energy Ukraine

Generated waste

Hazardous

Non-hazardous

Utilized waste

Hazardous

Non-hazardous

Waste transferred to third parties

Hazardous

Non-hazardous

WASTEWATER MANAGEMENT AT SOCARJ®4®

SOCAR Azerbaijan

Volume of generated wastewatef 7 091 894 7 341 152 8 133 119

Volume of wastewater discharged without

. . 407 009 347 774 316 175
treatment, including

On soil

Into the water 183 848 147 891 148 070

Volume of discharged wastewater after

5522 131 6 186 406 6 831 955
treatment

SOCAR Energy Turkey

Volume of generated wastewater 7 438 446 8 051 324 7 709 531

Volume of wastewater discharged
without treatment

Volume of discharged wastewater after

7 438 446 8 051 324 7 709 531
treatment

Large-scale measures are taken to manage householdChilov Island of 28 May OGED, Absheronneft OGED
sewage together with produced water in areas where the and N.Narimanov OGED of Azneft PU. The treated
Company operates. Biological treatment plants are used wastewaters are used for greenery irrigation and technical
to manage household sewage at Neft Dashlari OGED, purposes.

. BIOLOGICAL TREATMENT UNITS AT SOCAR AZERBAIJAN

28 May OGED Neft dashlari OGED Absheron OGED N.Narimanov OGED

@ Total number @ Functioning Non-functioning

4 As the activities in SOCAR Energy Georgia, SOCAR Energy Ukraine, and SOCAR Energy Switzerland are limited, their indicators are not covered in the
table.

46 Given that the new water-cooling unit and Bitumen Blowing Unit have been commissioned in the Oil Refinery, and the volume of irrigation water used for

environmentalctivities has increased, the volume of water used in 2018 increased as compared to 2017. 129
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Water consumption management

Management of produced water

The protection of the Caspian Sea water basin is at the forefront of SOCAR’s environmental policy. In order to
prevent the discharge of wastewater from the hydrocarbon production facilities to the surrounding areas, produced SOCAR Azerbaijan
water management system has been employed for many years that enables reused of extracted produced water
for internal purposes. Glonntatar
The Company continuously works on developing and applying advanced technologyfor produced water
management. Surface water

WASTEWATER PRODUCED BY SOCAR, MLN.*M

Total for SOCAR Azerbaijan, including

Other sources

SOCAR Energy Turkey

Groundwater

Surface water
Azneft PU

SOCAR Energy Georgia
JVs and OCs

Groundwater

WATER PRODUCED BY AZNEFT PU IN 2018, THOUSANDS M Surface water

SOCAR Energy Ukraine

Groundwater

Surface water
WATER INTENSITY RATIO FOR 2016 2018
THOUSANDS M2 WATER CONSUMPTION PER ONE EMPLOYEE

SOCAR Azerbaijan

28 May Neft Dashlari ~ Absheronneft N.Narimanov H.Z.Tagiyev Bibiheybatovneft ~A. Amirov Siyazanneft
OGED OGED OGED OGED OGED OGED OGED OGED

SOCAR Energy Turkey

Water usage in operations

To achieve the most ef cient water consumption, SOCAR encourages economic usage of water resources and
their protection from any contaminants. The Company ensures the application of the most innovative solutions in
the eld of water preservation for all its new projects. SOCAR Energy Ukraine

SOCAR Energy Georgia

47 Water consumption is calculated based on invoices and other documents received for purchased water, as well as on water meter readings.
“¢ As production activity at SOCAR Energy Switzerland is limited, its indicators are not included in the table.
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In order to meet the demand for water at SOCAR offshore elds, 32 reverse osmosis units were installed by the
end of 2018 to desalinate seawater, of which 30 units are currently in usgee Figure 31).Information on the
amount of water discharged at these facilities between 2016-2018 can be found ifiable 45*. 90% of the water
used at SOCAR Energy Turkey for production purposes is rainwater which is recycled.

SEAWATER USAGE AT SOCAR AZERBAIJAN, MLN M3

Azneft PU 35,02 26,95 Desalination in reverse osmosis equipment

Gas Processing Production cooling systems and desalination in

0,56 0,03

Plant (GPP) reverse 0smosis equipment

Production cooling systems and desalination in
reverse osmosis unit

Complex Drilling

Works Trust (SDWT) DR el

Oil Pipelines Technological processes
Department (OPD) (pumped to re tanks)

Use in production for cooling and re ghting

Oil Re nery (REF
y( ) (sea water has not been used since 2017)

NUMBER OF REVERSE OSMOSIS EQUIPMENT AT AZNEFT PU

28 May Neft Dashlari Absheronneft ~ N.Narimanov
OGED OGED OGED OGED

WATERS USED IN CLOSED SYSTEM DURING PRODUCTION PROCESS AT SOCAR
MLN. M3

SOCAR Azerbaijan

Recycled water 268,47 266,15 272,94

Reused water 2,50 2,26 1,44

“Increased scope of work caused an increase in total water consumption in 2017.

50 The indicators of SOCAR’s facilities in Georgia, Turkey, Ukraine, and Switzerland are not recorded as these facilities do not need recycled and reused waters.

SOCAR Energy Turkey

Recycled water

Oil spill prevention measures
and responses

As a company operating with hydrocarbon products, there is a high risk of oil and other spillages. Therefore,
special attention is given to the prevention of oil and oil byproducts spilling both in the drylands and offshore.
SOCAR Emergency Situations Commission has established a working group on Oil and Oil Byproduct Spill

Responses and Liquidation Operations.

The Oil Spills Prevention and Response Plan approved by SOCAR'’s President in 2014 is the Company’s key

document in this area. Initial measures have been undertaken in accordance with approved training programs at
units where there is a risk of oil spills. Awareness raising courses in respect to oil spill responses have been held
at SOCAR facilities.

Corrosion and fracture of pipelines are among the main reasons for oil spills. In 2018, pipeline with a total length of
10391,38 m was repaired and oil leakages were prevented under a major repair program to prevent breakdowns in
oil pipelines. During the year there have been no large cracks or oil spills except for small leakages in old pipelines.

Nevertheless, the monitoring of offshore and onshore operations held by specialists of the Ecology Department
pursuant to the order of SOCAR recorded oil spots on the surface of sea 7 times that emerged as the result of
small oil spills.

The Company prepared Surveillance Blanks accompanied by photos of the above events, and appropriate
information was included in the monthly report on “Environmental and sanitary-hygienic control - results of
monitoring of operations.”

Information has been exchanged with oil companies operating in the region (BP Azerbaijan, Karasu, Salyanoil,
and others), which allows them to react promptly to accidents at pipelines and to speed up the removal of pumps.

In addition, the Company has developed Terms of Reference for establishment of "ECOBARPA - Oil Spill Response
Center" and its posts at selected sites of SOCAR to alert and mitigate the rst and second-level emergency oil
spills and placed an order with Oil and Gas Researches and Design Institute. Currently, the design and planning
works are underway. As part of this project, SOCAR plans to commence the construction of the Center next year
and commission it in 2020.

Restoration of disturbed ecosystems

The Biodiversity Division of the Ecology Department operates with the goal to maintain and preserve biodiversity,
inspect the ora and fauna, and soil stability in SOCAR’s operation areas. The following activities are undertaken
to preserve environmental systems and natural complexes, including preservation of rare and endangered
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animals, strengthening of relevant legal framework, assessment of Company’s impact on biodiversity, biodiversity
conservation and control:

Anthropogenic and other impacts on the environment are evaluated, and
recommendations are made in this eld

Monitoring, investigaion and reporting onbiodiversity conservation in dry and marine areas

Investigations into changes in biodiversity

Investigations into the rate of soil resistance and soil coverage in the study areas

Local and regional studies are conducted on the current situation of the ecosystems

RESTORATION AND REHABILITATION OF SOCAR’S LAND PLOTS POLLUTED BY OIL, OILY

WATER, AND OTHER INDUSTRIAL WASTE, HA

Total for SOCAR,
including:

Azneft PU

JVs and OCs

Plants are introduced in the Absheron region
The species included in the Red Book are studied and measures are taken to protect them

Awareness raising activities for biodiversity conservation are organized and recommendations are given

The impacts identi ed to be the result of the research and monitoring are studied in speci ¢ EIA documents to
develop correspondent mitigation measures.

Another focus of SOCAR’s environmental activities is the rehabilitation of areas contaminated by oil and oil

byproducts. An environmental and technical document was drafted in 2018 as part of the "Remediation of the

contaminated areas in Absheron Peninsula” Project and adopted by the Expert Examination Department of the
Ministry of Ecology and Natural Resources.

SOCAR has adopted an integrated approach to the restoration of the ecosystem and its cultivation. Above all, its
policy is to restore the areas closest to Baku, then areas of strategic importance, and other polluted areas close
to where people live.

As a result of SOCAR’s restoration efforts, the total area polluted by oil products and ooded by produced water
has been declining every yeafSee: Table 47).

CONTAMINATED LAND AND LAND FLOODED BY PRODUCED WATER AT SOCAR’S AZNEFT PU,
JVS AND OCS*?

2 193,23 2 115,7 1326.9
Total area of land polluted by oil products

S0 @i 657 Do iEesl TR Azneft JVs and Azneft JVs and Azneft JVs and

PU OCs PU OCs PU OCs

including: 971,35 1221,88 9497 1166,0 574,57 752,355

Total area of land polluted by oil and oil

694,47 HEL 5 676,28 701,88 448,73 449,165
products

Total area of land ooded by produced water 276,88 490,31 273,42 464,12 125,84 303,19

51 During the reporting period, no species of animals or plants included into the Red List of International Union for Conservation of Nature were identified areas
of SOCAR's operations.

52 SOCAR's overseas subsidiaries do not report such statistical data.

The Company gave clari cation with respect to the total area of Azneft oil and gas extraction units located in the
Absheron Peninsula, of the land areas contaminated with oil and ooded by produced water, and of the restored
lands. Necessary actions have been taken to draw the map of the contaminated lands during the reporting year.

In addition, Biodiversity Division of SOCAR'’s Ecology Department provided 49 425 trees, shrubs, and owers of
different types for planting of vegetation at SOCAR’s units and facilities.

GREENERY AND VEGETATION MAINTAINED AT SOCAR UNITS BETWEEN 2016 2018

SOCAR Azerbaijani* 453,6 845 352 451,1 898 914 805 372

Cooperation in environmental
protection

Cooperation in ful Iment of commitments under Paris Agreement

Azerbaijan ful lls its obligations under the UN Framework Convention on Climate Change and the Paris Climate
Agreement rati ed by the Republic of Azerbaijan in 2016. The Paris Climate Agreement promotes collaboration
between private companies and organizations and government agencies to minimize the risks of climate change
and encourages the search for and implementation of joint solutions in this regard.

As part of the Paris Agreement, SOCAR incorporated its actions and accomplishments into NAMA (Nationally
Appropriate Mitigations Actions) of the Republic of Azerbaijan. The Company carries out large-scale projects.
Some examples of these actions are the introduction of new environmentally-friendly technologies in the oil and
gas re ning industry, including fuel production in line with Euro-5 standards at the Heydar Aliyev Oil Re nery
by 2021.

53 SOCAR's overseas subsidiaries do not report such statistical data.

54 As of the end of 2018, the Company saw a fall in the total number of plants due to their removal from SOCAR'’s balance sheet to transfer to other entities.
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For a successful implementation of the Paris Agreement, SOCAR cooperates with both domestic, and
international organizations and companies, including the Ministry of Ecology and Natural Resources (MENR),
the Ministry of Energy (ME), the Azerbaijan National Academy of Sciences (ANAS).

SOCAR is developing a GHG Emissions Mitigation Strategy for 2020-2030, which will re ect voluntary
commitments to be taken by SOCAR by 2030.

Cooperation in natural gas and associated oil gas management

On November 22, 2017, eight companies signed the “Guiding Principles for Mitigation of Methane Emissions” on
the initiative of Shell and BP to ensure ef cient management of natural gas. These principles were further signed by
eight more companies. At present, Beijing Gas, BP, Chevron, Enagas, Eni, Equinor, ExxonMobil, Gazprom, Repsol,
Qatar Gasolineeum, Snam, Total, TransCanada, Shell, Wintershall, and Woodside are the signatories of these
principles. SOCAR signed the document in January 2019 to launch cooperation with the above listed companies.
The signatories of this document will achieve cost-effectiveness of operations ensuring that investments are made
on the basis of the Guiding Principles for Mitigation of Emissions.

Cooperation in associated gas emissions

To achieve climate change mitigation goals of the Company, SOCAR has been carrying out the inventory of
climate change impacts of GHGs since 2008 in all areas of operations. Associated gas is emitted into air during
oil and gas production, key area of SOCAR'’s operation. The Company started to collaborate with the World
Bank's Global Gas Flaring Reduction Partnership (GGFR) initiative and Norwegian Carbon Limits.

Collaboration with the World Bank’s Global Gas Flaring
Reduction Partnership (GGFR)

SOCAR has been a member of the World Bank's Global Gas Flaring Reduction Partnership (GGFR) since 2008.
Cooperation with GGFR launched in 2010 is still ongoing.

As part of the World Bank’s cooperation with the GGFR Partnership, SOCAR has joined the World Bank’s
initiative on “reducing the burning of associated gas in the normal production process by 2030” and plans to
minimize associated gas emissions in the near future. In this regard, SOCAR has adopted a 2017-2022 Plan to
Reduce Associated Gas Emissions at SOCAR and Projects involving SOCAR.

In addition, the Company expanded the instrumental measurements using the devices provided by GGFR and
developed new techniques for calculating gas ows and harmful substances emitted into air.

Currently, SOCAR takes the following actions under the Associated Gas Emissions Mitigation Plan:

Liquidated wells at SOCAR are monitored and included into the GIS system

Monthly data are collected from all companies involved in associated gas management, summarized b
Ecology Department for entire company and submitted to SOCAR’s senior management at the end of tt
year

Environmental Measurement Center of the Ecology Department undertakes measurements of gas voluf
of potential wells based on received data and develops priority proposals

Cooperation with Norwegian Carbon Limits
Company

SOCAR continued cooperation with Norway's Carbon Limits in 2018 to reduce its climate change impact.

Pursuant to the Memorandum of Understanding signed with Carbon Limits, SOCAR worked on further clari cation

of emission factors to calculate the volume of GHG. A number of project proposals have been developed within the
framework of the project to reduce and collect leaks. Cooperation in calculation of volatile emission compounds
during oil and gas operations is in progress. The Company formed a working group involving specialists from
corresponding structural units for inventory of methane emissions.

On November 2, 2018, SOCAR hosted a workshop on “Methane emissions inventory and identifying emission
mitigation projects".

The Company took the following actions as part of the cooperation with Carbon Limits:

Instrumental measurements were taken at the oil and gas processing facilities, as well as in the sources
of invisible gas emissions at the A.Amirov OGED of Azneft PU. According to the results of the report,
KL proposed a project to collect and store gases in reservoirs

The Ecology Department of SOCAR has developed “Methods for calculating the greenhouse gas
emissions from fuel combustion at stationary sources in the oil and gas industry”, submitted to MENR
and GGFR experts and received positive feedback

By the end of 2020, the Company, in collaboration with KL, will draft project proposals on emission

mitigation in the OGED areas of Azneft PU named with Absheronneft, A.Amirov, Neft Dashlari, and N.
Narimanov.

Cooperation with the Global Environment Fa-
cility (GEF) and the United Nations
Development Program (UNDP)

Since 2015, SOCAR has been implementing a project with Nationally Appropriate Mitigation Actions (NAMA) to
reduce carbon emissions in the fuel consumption sector of Azerbaijan. Under the NAMA project, developed jointly
with UNDP, SOCAR continued the works in 2018 on the three project components.

137



138

Buildings that will be used for energy ef ciency within the Green Buildings Program have been
renovated in accordance with the project requirements and insulation work has been completed

Workshops were held on fuel-ef cient vehicle management as part of the Sustainable Transport Progran
Drivers were provided with training materials to enhance their knowledge in this area. During 2018, 497
employees were trained in eco-driving

All organizational works for the project’s third component - collection of associated gas to deliver
to nal consumer, have been completed, and the Company started design and technical installation
works. Processing and supply of associated gas collected from 63 wells in the Zagli-Zeyv eld of
Siyazenneft OGED is underway. A total of 6.8 min.*nof associated gas per year is expected to be
accumulated under this project

The NAMA project, implemented by SOCAR together with UNDP, supports energy ef ciency and less carbon
emitted technologies in the country. Under the project, 6 wind turbines and 63 kW solar panels were already
installed in 2018.

Cooperation with BP

According to the contract signed between BP and the Ecology Department, drill sludge generated in BP’s
operation areas are delivered to the Waste Center for processing at a VacuDry unit. The Company successfully
implemented the drill sludge collection and processing activities in 2018.

During the reporting year, the Ecology Department and BP Azerbaijan continued to collaborate on the Environmental
Laboratory Services Project. Samples delivered from the Company'’s operation sites were analyzed by the Complex
Research Laboratory of the Ecology Department.

SOCAR has established close relationships with BP in production, safe transportation of oil and gas and
addressing environmental issues in the zones of operation. “Flaring Gas Reduction in the ACG” project, awarded
by GGFR for excellence, is among the large-scale projects initiated under this cooperation. As a result of the joint
actions, the volume of gas received from the Chirag-1 platform in the Neft Dashlari reached 1,9 — 2,0 mIi. m
per day from the original 1,5 -1,6 min. fper day. In addition, the volume of burnt gas on the Chirag platform was
reduced by a minimum. As a result of the successful cooperation, the Company achieved CO2 emission mitigation
by approximately 265 000 tons each year. These measures facilitated the receipt and further transportation of gas
to deliver to consumers.

Cooperation with Total E&P Absheron BV
Company

SOCAR’s Ecology Department, which won a bid for “Drill sludge processing services” announced by Total
E&P Absheron BV in 2017, provides drilling waste handling services generated during drilling operations at the
Absheron eld. The project was successfully implemented in 2018 and drill sludges processes are carried out at
the Waste Management Center.

Cooperation with Azercosmos OJSC

SOCAR also cooperates with the World Bank and other international organizations to restore Absheron’s
lakes and sustainably manage organic pollutants.

SOCAR'’s Oil Spills Awareness and Liquidation Plan is designed to use satellite services. For this purpose,

a Memorandum of Understanding and a contract have been signed between SOCAR’s Ecology Department

and Azercosmos OJSC to deliver cosmic images created by space observations from satellites to SOCAR.

This cooperation includes analysis of the scope of the accident, assessing its consequences at the production

facilities, assessing the outcome of various operational decisions, and monitoring from space using the Azersky
optical and RADARSAT-2 radar satellite images.

Earlier, as part of the contract, Azercosmos organized a training course for GIS Group members of the Ecology
Department of SOCAR and the graduates were awarded with certi cates.
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SOCAR'’s business indicators

Atmospheric gasoil
fraction 35,94

Vacuum gasoil 190,82

Production results
Engine fuel 34,11
Proven oil reserves,

71 503,0 70 164,0 71 055,0
thousand tons

Bitumen 289,67
Proven natural gas

reserves, min. 51978,0 51 485,0 45 692,0

Lubricants 50,93
Oli production, thousand

7522,4 74271 7542,3
tons

Heavy diesel fraction 42,24

Gas production, min. 6 266,8 6 089,1 6 525,6

Products produced at Azeri -

kimya PU, thousand tons 457,87

Oil processing, thousand 6 009,4 5815,5 6090,5
tons

Ethylene 103,36 96,01 98,95
Gas processing, min.m? 3000,7 2 918,3 2952,2

Propylene 52,08 48,45 56,28
Payments to budget,

bin. AZN 1,394 1,509 1,608

Butylene-butadiene

. 22,17 31,57 33,12
fraction

Charter capital, bin. AZN 1,802 3,036 4,147

Pyrolysis resin 69,99 63,86 69,25
Produced in Oil Re nery,

thousand tons 5455,01 5 262,31 5 540,26
Heavy resin 15,69 13,68 14,29

Gasoline 1 139,58 1215,21 1 185,64

. - . Propane 0,46 0,47 0,50
Primary distilled gasoline

fraction (to Azerikimya PU) 173,58 168,41 204;63
Fuel gas 86,16 82,09 81,72

Jet engine fuel 627,34 587,98 617,04

Polyethylene 100,26 93,20 96,03
Diesel fuel 1 881,90 1 849,15 1921,78

: 8,94 11,89 7,28
Pure isopropyl alcohol

Light re ux 160,18 302,35 348,77

Pure isopropyl ether 0,50 0,57 0,45
Heavy re ux 13,24 10,55

Products exported by

SOCAR, tons 2 019 175,96 1129 662,43 1532 959,95

Sove Ol 398,62 236,12 106,57

TS-1 fuels for jet engines 176 061,86 47 533,52 29 560,76
Oil coke 206,59 226,86 243,95

Diesel fuel L-62 799 451,15 561 520,95 470 960,35
Lique ed gases 185,62 200,56 204,02

Vacuum gasoil 385 220,73 19 413,63 126 205,73
Treated dry gas (to

Azerikimya PU) 59,30 60,07 53,60




Stove oil

Depressor AKI

High pressure
polyethylene

Butylene-butadiene
fraction

Propylene

Liqui ed pyrolysis resin

Pyrolysis resin

Pure isopropyl alcohol

Pure isopropyl ether

Cylinder oil 11

Auto-tractor oil of Baku
AK-15

Low-sulphur oil coke
KT-Q

T-1500 transformer oil

Turbine oil

-8 industrial oil

DT20 motor fuel

Methanole

Procurement
expenditures, SOCAR
Azerbaijan, thousand AZN

Percentage of the
procurement budget
spent by SOCAR
Azerbaijan on local
suppliers, %®

55 Report of this indicator has been provided since 2017 as specified by the requirements of GRI Standard.

2 416,23

235 412,10

84 540,00

23 347,20

40 902,50

57 577,17

9 2, il

559,46

37 5l

2 893,46

171 034,30

1 655,69

262,41

3 324,68

24 205,20

355,50

74 898,00

30 800,35

39 535,65

56 786,79

12 389,18

11 682,50

621,89

SI555898

2 243,28

255 153,16

6 157,13

858,85

6 156,12

2 441,221

237,90

426 237,83

79 666,50

30 512,57

35 002,15

69 257,67

7 5285l

260,96

4 740,23

1 513,74

227 824,03

4 394,97

67,86

18 993,18

63 864,90

3 988,2036

Percentage of the procurement budget spent by
SOCAR Energy Turkey on local suppliers, %

Administrative costs

Capital investment
related projects

Percentage of the
procurement budget
spent by SOCAR
Energy Georgia on
local suppliers, %

Percentage of the
procurement budget
spent by SOCAR Energy

Ukraine on local suppliers,

% °°

Percentage of the
procurement budget
spent by SOCAR Energy
Switzerland on local
suppliers, %

SOCAR Azerbaijan

Economic value
generated

Revenues

Economic value
distributed

Operating costs

Employee wages, social
security, and bene ts

Payments to providers of
capital

Payments to government

Community investments

% According to the scope of activities of SOCAR Energy Ukraine, the main part of the procurement budget is spent on fuel purchased by foreign companies.

3846 734

3846 734

(2 426 761)

(877 822)

(572 645)

(321 521)

(437 192)

(217 580)

5816 411

5 816 411

(3 596 185)

(1387 533)

(582 625)

(363 899)

(482 928)

(779 200)

5898 383

5898 383

(3 500 627)

(1 102 105)

(703 866)

(356 869)

(550 197)

(787 590)

Local suppliers are mainly involved in providing administrative services, as well as supply of additional products sold at filling stations.




Economic value retained

SOCAR Energy
Turkey

Economic value
generated

Revenues

Economic value
distributed

Operating costs

Employee wages, social
protection and bene ts

Payments to providers of
capital

Payments to government

Community investment¥’

Economic value retained

SOCAR Energy
Georgia

Economic value
generated

Revenues

Economic value
distributed

Operating costs

Employee wages, social
protection, and bene ts

Payments to providers of
capital

Payments to government

Community investments

Economic value
retained

1419 973

2989 189

2989 189

(2 415 585)

(1 928 326)

(172 505)

(216 463)

(98 291)

573 603

858 555

858 555

(777 670)

(719 910)

(34 057)

(17 693)

(6 010)

2 220 226

5068 992

5068 992

(4 167 387)

(3 674 305)

(215 059)

(152 125)

(125 898)

901 605

974 806

974 806

(904 411)

(841 956)

(40 377)

2 397 756

5127 458

5 127 458

(4 755 107)

(3 983 314)

(214 807)

(501 617)

(55 369)

372 351

1 007 693

1 007 693

(951 311)

(877 481)

(46 121)

(27 451)

(258)

SOCAR Energy Ukraine

Economic value
generated

Revenues

Economic value
distributed

Operating costs

Employee wages, social
protection and bene ts

Payments to providers
of capital

Payments to government

Community investments

Economic value retained

SOCAR Energy Switzerland

Economic value
generated

Revenues

Economic value
distributed

Operating costs

Employee wages, social
protection and bene ts

Payments to providers
of capital

Payments to
government

Community investments

Economic value
retained

280 485

280 485

(252 438)

(237 721)

(11 697)

(673)

(2 346)

1 657 559

1657 559

(1563 718)

(1 484 444)

N

(646)

(2 868)

(162)

594 798

594 798

(560 816)

(538 895)

(18 354)

(375)

(3 192)

1990 963

1990 963

(1 882 161)

(1781 012)

(95 166)

(1327)

(4 552)

(104)

108 802

832 058

832 058

(796 465)

(769 050)

(22 531)

(1 524)

(3 360)

2 603 281

2603 281

(2 484 873)

(2 363 227)

(110 502)

(2 278)

CRED

(72)

118 408

57 Investments in the community include funds allocated as part of public projects and social infrastructure development. The costs reflected in the Social
146 Activity and Local Development Support section show the total amount allocated to charitable and sponsorship projects.




148

Human Resources

SOCAR Azerbaijan

Number of employees,
total

Number of employees
hired

Number of employees
dismissed

Total training hours 436 061

SOCAR Energy Turkey %8

Number of employees,
total

Number of employees
hired

Number of employees
dismissed

Total training hours 109 253°%°

SOCAR Energy Georgia

Number of employees,
total

Number of employees
hired

Number of employees
dismissed

Total training hours

SOCAR Energy Ukraine

Number of employees,
total

Number of employees
hired

Number of employees
dismissed

58 SOCAR Energy Turkey data in this report include the SOCAR Energy Turkey Head Office, Petkim, STAR, and Petlim facilities.
5 The total training hours for 2016 have been recalculated and now cover all the facilities of SOCAR Energy Turkey.

336 183

355 530

476 778

576 606

Total training hours

SOCAR Energy Switzerland

Number of employees,
total

Number of employees
hired

Number of employees
dismissed

Total training hours

345 105

Social activities

Payments by type of
grant, thousand AZN

Material

Charity

Social

Sponsorship

Financial

Payments by target of
grants, thousand AZN

Sport

Financial associations
and trade unions

Education

Art and culture

Government authorities

Healthcare

562,365

1734,326

829,295

1 019,520

282,308

1 820,144

473 053

699,853

820,745

4 597,288

13 012,672

829,301

19 960

10 473,172

2508,172

4292,677

2 104,826

12,252

568,929

279 958

245,2

4 257,204

4 614,715

527,728

890,902

196,7

2 826,51




Financial aid to
individuals

People with disabilities
and veterans

Payments by type of
grant, thousand AZN

In case of death of an
employee, to one of the family
members of the employee

Death of a family member

Children of employees

who died in the Nagorno-
Karabakh War and during
the events of 20th January,
until they reach 18 years of
age (or until they reach 23, if
they are full time students),
for each child, monthly

Aid to underage children of a
deceased employee until they
reach 18 years of age(or until
they reach 23, if they are full time
students), for each child, monthly

At the discretion of the
President of SOCAR

Occupational health and safet§’

Number of participants
in courses on safety of
life at sea

Number of accidents by
the type of operations

Oil and gas production

Oil and gas processing

Gas supply and
transportation

Construction

50 SOCAR Energy Georgia has not been covered in the current tables due to immateriality of indicators.

2 946,643

3 920,696

4 023,806

3 348,915

4 614,715

Geophysics and geology

Transportation

Drilling

OHS expenditures incurred
by SOCAR Azerbaijan,
thousand AZN

Measures to improve
working conditions

Special clothing, special
shoes, and other protective
equipment for personnel

Milk supply

Other expenses

OHS indicators of SOCAR Azerbaijan

Total number of accidents,
including

Fatal accidents

Number of injured employees,
including

Number of deceased
employees

Absence due to occupational

diseases

Number of days lost due to
occupational injuries

Absence due to illness 182 814

Number of employees

Total worked hours 77 484 840

Total days worked 9 685 605

254 064

77 313 080

9 664 135

300 937

78 003 136

9 750 392




Lost time injury ratio

(per 200 000 hours worked) nite

Lost days ratio (per 200 000

hours worked) e

Absence rate

(per 200 000 worked) 9IS

Accidents frequency ratio
(number of accidents per
1 000 employees)

Accidents severity ratio
(number of lost days per
accident)

OHS performance indicators
of JVs and OCs

Total number of accidents,
including

Fatal accidents

Number of days lost due to
occupational injuries

Accidents severity ratio (number
of lost days per accident)

OHS performance indicators at SOCAR's foreign entities

SOCAR Energy Turkey’s own employees ©2

Number of injured employees

Number of deceased employees

Absence due to occupational
illness

51 SOCAR Energy Georgia has not been included in this Report due to not having any material indicators. Only injuries resulting in lost days have been included

for all entities.

52 Indicators of SOCAR Energy Turkey’s employees include only PETKIM’s activities. Suppliers and contractors are also included but not only of PETKIM, but

also of Star Refinery and PETLIM.

0,03

5,36

5 257,87

0,03

0,92

6 172,82

Number of days lost due to
occupational injuries

Total worked hours 4 399 022

Total scheduled working hours

(per 200 000 hours worked) e

Accidents severity ratio (humber
of lost days per accident)

SOCAR Energy Turkey’s suppliers
and contractors

Number of injured
employees

Number of deceased employees

Total hours worked 34 971 230

Lost time injury ratio 0,34
(per 200 000 hours worked)

SOCAR Energy Ukraine’s own employees

Number of injured
employees

Number of deceased employees

Number of occupational
diseases

Number of days lost due to
occupational injuries

Absence due to illness
Number of employees 1737
Total worked hours 3 336 002

Total days worked 369 106

Total scheduled working hours 3523 239

5482 748 7 011 060

0,86 1,20

56 530 769 42 283 534

0,46 0,30

1817 1861

3 545 288 3 715 626

395 258 410 140

3658 034 3984 710

83 The operational injury rate was also recalculated this year, as the Last year's Report found that the number of injuries suffered by STAR contractors was not
properly calculated.
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Environmental activities

Lost time injury ratio
(per 200 000 hours worked)
SOCAR Azerbaijan environmental

Lost days ratio expenditures, thousand. AZN, including

(per 200 000 hours worked)
SOCAR Turkey®” 2 533,136 3 833,125°¢8 11 503,480
Absence ratio

(per 200 000 hours worked) L 4 698,18 4 698,38

SOCAR Energy Ukraine 62,921 53,06°%° 384,149

Accidents severity ratio (number

of lost days per accident) Greenhouse gas emissions, thousand tons in CO , equivalent™ "

SOCAR Energy Switzerland’s own employees SOCAR Azerbaijan 6 659,0 6 567,7 7 818,5

. Direct emissions 5989,8 5893,1 7 143,8
Number of injured employees

Indirect emissions 669.2 674.6 674.7
Number of deceased employees , ) ;

Number of occupational SOCAR Energy Turkey’? 2235,0 2393,2 1634,9
diseases

Number of days lost due to Direct emissions 2 061,9 2 176,5 1409,2
occupational injuries

Indirect emissions 173,1 216,7 225,7
Absence due to illness 6 352 4 206 5767

SOCAR Energy Georgia 4.1 3,8 4.0
Number of employees 816 793 789

Total worked hours 1294 552 1 265 545 1259 012 DU 0.7 0,7 0,7

Total days worked 161 819 158 193 157 377 Indirect emissions 3,4 3,1 3,3

Total scheduled working hours 1 294 552 1 265 545 1 259 012
SOCAR Energy Switzerland
Lost time injury ratio

(per 200 000 hours worked) 1,84 3,48 2.06

Direct emissions

Lost days ratio
(per 200 000 hours worked) Sl et il
% Because of the immateriality of environmental penalties for 2018, SOCAR Switzerland and SOCAR Georgia were not included in the current Report.
Absence ratio 981.34 664.79 916.19 5 The costs associated with SOCAR Energy Turkey include the costs incurred by Petkim.
(per 200 000 hours Worked) ’ ’ ’ %8 For 2017, the costs of improving environmental conditions for SOCAR Energy Turkey were recalculated due to currency fluctuations.
%91n 2017, the costs of improving environmental conditions for SOCAR Energy Ukraine were recalculated due to currency fluctuations. The current report
17,67 8,23 20,38 takes the average rate as 1USD = 1.7 AZN

® SOCAR Energy Ukraine is not included in the table because of the limited production activity. Only indirect emissions emerged as the result of the limited

Accidents severity ratio (hnumber
of lost days per accident)

activities of SOCAR Switzerland.
" The volume of indirect emissions for energy consumption by SOCAR Energy Georgia and SOCAR Switzerland over the past years has been calculated in
the current report based on electricity consumption.

2 Measurements of direct emissions were only done for Petkim by a third-party company of SOCAR Energy Turkey.

64 | ast year's report reflected the number of working days lost as a result of all operational injuries. This year, this figure has been recalculated and changed.

85 Due to a methodological mistake in the previous year's report, this year this figure was recalculated and changed. As a result of the changes the respective
ratios were also adjusted.




Indirect emissions Associated gas at Azneft PU

Volume of associated gas at Azneft PU, thousand
Greenhouse gas emissions at SOCAR Azerbaijan m?

1432648 1460 012 1439783

Associated gas reused for internal needs 177 618 183 444 189 626
Total for SOCAR, thousand tons of 5989,8 58931 71438

equivalent . . -
Associated gas delivered to other entities or

returned back to the system 1 iele) Bk 1L A S 1L AR 17

from stationary sources,

. : 58911 5782,2 7036,1
including

Associated gas ared 840 840
Business units 5624,4 5539,2 6804,7

Amount of air pollutants emitted from stationary sources
JVs and OCs 266,6 2431 2314 into the atmosphere at SOCAR, thousand tons "

Total for SOCAR Azerbaijan,

From mobile sources,
98,7 110,8 107,7 including:

including

131,55 124,33 127,51

Transportation Department 79,5 84,3 87,3 Solid particles 0,23 0,23 0,24

Gaseous and liquid substances, including 131,32 1241 127,27
JVs and OCs 19,2 26,5 20,4

Sulphur dioxide 0,54 0,17 0,12
Direct emissions intensity (thousand tons of CO , equivalent
of emissions per employee) 7

Nitrogen oxide 1,78 1,69 1,33

SOCAR Azerbaijan
Carbon oxide 419 414 3,48

SOCAR Energy Turkey Hydrocarbons

(excl. VOC) 115,55 107,83 112,32

Indirect emissions, (from energy consumption), thousand ] i
tons of CO,, equivalent Volatile organic compounds 8,47 9,42 9,33

Other gaseous substances 0,79 0,86 0,77
Total for SOCAR

Total for SOCAR Energy Turkey’® 9.50
Business units including: C

Sulphur dioxide 2,95
JVs and OCs

— . . Nitrogen oxide 5,96
Emissions into air as the result of SOCAR

Azerbaijan’s operation, thousand tons
Carbon oxide 0,56
Methane (CH,)"

Volatile organic compounds 0,03

Carbon gases (CO)

7 Due to immateriality, the cost of the emission intensities associated with activities in SOCAR Energy Georgia, SOCAR Energy Ukraine, and SOCAR Energy

; X > SOCAR Energy Ukraine and SOCAR Energy Switzerland have not been included in the table since their volumes are immaterial.
Switzerland are not reflected in the table.

s For SOCAR Energy Turkey, the volume of pollutants emitted into air is measured by a third party every two years.
7 The main reason for rise in methane gas production in 2018 is the increase in technological losses at 28 May OGED of Azneft PU.




: \ f vehicles th |

Total for SOCAR Energy Georgia™ 0.54 umber of vehicles that underwent complete
overhaul

Vehicles failed environmental inspections due to

Sulphur dioxide 0,26
other reasons

Nitrogen oxide 0,02 . .
9 Electricity consumption at SOCAR, thousands kW/hour

Carbon oxide 0.26 Total for SOCAR including 2160 726 2 364 175 2172 717

Amount of air pollutants emitted from mobile sources into air at
SOCAR Azerbaijan, thousand tons ™ SOCAR Azerbaijan 1079993 1093 796 1 059 426

Total for SOCAR Azerbaijan, ton
including: SOCAR Energy Turkey 1 029 450 1 220 040 1 060 534

Solid particles )
SOCAR Energy Georgia

Gaseous and liquid substance¥®,
including: SOCAR Energy Ukraine

Sulphur dioxide )
SOCAR Energy Switzerland

Nitrogen oxide : ) .
Energy intensity ratio in 2016-2018

Carbon oxide i
SOCAR Azerbaijan

Hydrocarbons (excl.VOC)
SOCAR Energy Turkey

Volatile organic compounds )
SOCAR Energy Georgia

Other gaseous substances )
SOCAR Energy Ukraine

Number of environmental inspections of vehicles at
SOCAR Azerbaijan SOCAR Energy Switzerland

Inventory of technical equipment and vehicles . .
e i T BElEe e Fuel consumption at SOCAR Azerbaijan

Number of vehicles gone through preliminary baii
and recurrent inspections SOCAR Azerbaijan

Number of vehicles not complying Gasoline, tons 5 826,57 5 786,70 6 050,6
with existing standards

i ) i Diesel, tons 32 119,13 35 875,74 38 155,9
Number of vehicles withdrawn from operation

Natural gas, thousand i 809 218,24 1428 867,99 721 706,7

7 Since 2017, SOCAR Energy Georgia has introduced a new methodology to calculate the amount of pollutants emitted into the air. For this reason, the 2016
figures have been recalculated.

78 SOCAR Energy Ukraine and SOCAR Energy Switzerland have not been included in the table since their volumes are immaterial.

™ The increase in pollutants from mobile sources in 2018 compared to the previous year is mainly due to an increased number of vehicles and increased

emissions as the result of fuel consumption. 80 This indicator reflects the amount of fuel used in special machinery and vehicles.




SOCAR Energy Turkey

Gasoline, tons

Diesel, tons

Natural gas, thousand

SOCAR Energy Georgia

Gasoline, tons

Diesel, tons

Natural gas, thousand rh

Waste management, thousand tons 82

SOCAR Azerbaijan

Generated waste

Hazardous

Non-hazardous

Utilized waste

Hazardous

Non-hazardous

Waste transferred to the third parties

Hazardous

Non-hazardous

Waste disposed of at the Waste Center

Hazardous

0,0

657,2

357 814,95

0,0

646,5

470 859,3

0,0

3712,9%

429 440,30

Non-hazardous

SOCAR Energy Turkey??

Generated waste

Hazardous

Non-hazardous

Recycled wasteé#

Hazardous

Non-hazardous

Waste transferred to the third parties

Hazardous

Non-hazardous

SOCAR Energy Ukraine

Generated waste

Hazardous

Non-hazardous

Utilized waste

Hazardous

Non-hazardous

Waste transferred to the third parties

Hazardous

81 The increase in the volume of diesel used by SOCAR Energy Turkey in 2018 is due to the launch of the STAR Refinery.
82 |ndicators of SOCAR Energy Georgia and SOCAR Energy Switzerland are not included in the table because they have limited production activity.

83 Petlim’s data have been added since 2017.
84 Recycled waste includes waste incinerated on the territory of Petkim.




Non-hazardous SOCAR Energy Turkey

Wastewater produced by SOCAR, min. m?3 Groundwater

Azneft PU Surfuce water

JVs and OCs )
SOCAR Energy Georgia

Wastewater management at SOCAR, m38°
Groundwater

SOCAR Azerbaijan
Surfuce water

Volume of generated wastewatéef 7 091 894 7 341 152 8 133 119
SOCAR Energy Ukraine

Volume of wastewater discharged without
treatment, including 407 009 347 774 316 175

Groundwater

On soil 35 356 39 061 30 074
Surfuce water

Into the water 183 848 147 891 148 070 _ _ _
Water intensity ratio for SOCAR

(thousands n? water consumption per one employee)
Volume of discharged wastewater after treatment 5522 131 6 186 406 6 831 955
SOCAR Azerbaijan

SOCAR Energy Turkey

SOCAR Energy Turkey
Volume of generated wastewater 7 438 446 8 051 324 7 709 531

SOCAR Energy Georgia
Volume of wastewater discharged without
treatment

SOCAR Enerji Ukrayna
Volume of discharged wastewater after

7 438 446 8 051 324 7 709 531
treatment

Seawater usage at SOCAR Azerbaijan,

) min. m?3
Water consumption of SOCAR, min. m3#7

Azneft PU
SOCAR Azerbaijan

Gas Processing Plant (GPP)
Groundwater

Complex Drilling Works Trust (SDWT)
Surfuce water

Oil Pipelines Department (OPD)
Other sources

Oil Re nery (REF)
85 As the activities in SOCAR Energy Georgia, SOCAR Energy Ukraine and SOCAR Energy Switzerland are limited, their indicators are not covered in the table.
86 Given that the new water-cooling unit and Bitumen Blowing Unit have been commissioned in the Oil Refinery, and the volume of irrigation water used for

environmentakctivities has increased, the volume of water used in 2018 increased as compared to 2017.
87 As production activity at SOCAR Energy Switzerland is limited, its indicators are not included in the table.
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Volume of recycled and reused water at SOCAR, min m

Recycled water

Reused water

Proportion of reused water to the total
volume of consumption, %

SOCAR Energy Turkey

Recycled water

Contaminated land and land ooded by
produced water at SOCAR’s Azneft PU, JVs,
and OCs, ha &

Total area of land polluted by oil and oil
products

Azneft PU

JVs and OCs

Total area of land ooded by produced water

Azneft PU

JVs and OCs

Restoration and rehabilitation of
SOCAR'’s land plots polluted by oil, oily
water, and other industrial waste, ha *°

Azneft PU

JVs and OCs

Greenery and vegetation maintained at SOCAR
Azerbaijan

Area of land covered with vegetation (ha)

Number of plants in the areas covered with
vegetation

2 193,23

1 426,04

694,47

731,57

767,19

276,88

490,31

453,6

845 352

1 378,16

676,28

701,88

737,54

273,42

464,12

4511

898 914

805 372

88 The indicators of SOCAR's facilities in Georgia, Turkey, Ukraine, and Switzerland are not recorded as these facilities do not need recycled and reused waters.
8 SOCAR'’s overseas subsidiaries do not report such statistical data.
9% SOCAR's overseas subsidiaries do not report such statistical data.
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Organizational pro le

102-1 Name of the organization

102-2 Activities, brands, products, and services

102-3 Location of headquarters

102-4 Location of operations

102-5 Ownership and legal form

102-6 Markets served

102-7 Scale of the organization

102-8 Information on employees and other workers

102-9 Supply chain

102-10 Signi cant changes to the organization
and its supply chain

102-11 Precautionary principle or approach

102-12 External initiatives

102-13 Membership of associations

Strategy

102-14 Statement from senior decision-maker

102-15 Key impacts, risks, and opportunities

Ethics and integrity

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

102-17 Mechanisms for advice and concerns
about ethics

Disclosed,
p.12

Disclosed,
p.12-24

Disclosed,
p.184

Disclosed,
p.19

Disclosed,
p.58

Disclosed,
p.26-35

Disclosed, Con rmed,
p.142-148 p.180

Disclosed, Con rmed,
p.72-87 p.180

Disclosed,
p.25

Disclosed,
p.26, 29-35

Disclosed,
p.49

Disclosed,
p.136-137

Not
covered

Disclosed,
p.4-5

Disclosed, p.21,
38, 50, 102

Disclosed,
p.51, 53-54

Disclosed,
p.59

Governance

102-18 Governance structure

102-19 Delegating authority

102-20 Executive-level responsibility for economic,
environmental, and social topics

102-21 Consulting stakeholders on economic,
environmental, and social topics

102-22 Composition of the highest governance
body and its committees

102-23 Chair of the highest governance body

102-24 Nominating and selecting the highest
governance body

102-25 Con icts of interest

102-26 Role of the highest governance body in
setting purpose, value, and strategy

102-27 Collective knowledge of highest
governance body

102-28 Evaluating the highest governance body’s
performance

102-29 Identifying and managing economic,
environmental, and social impacts

102-30 Effectiveness of risk management
processes

102-31 Review of economic, environmental, and
social topics

102-32 Highest governance body’s role in
sustainability reporting

102-33 Communicating critical concerns

SOCAR's President is both

the Chairman of the highest

governance body and of the
executive body.

SOCAR's strategy, goals, and
principles, as well as strategic
direction regarding economic, social,
and environmental issues are reviewed
and approved by the Company's
President and the Top Management.

The performance of top management
is evaluated in annual reports.

Monthly, quarterly, and annual reports
on economic, environmental, and
social issues are submitted to the

respective vice presidents.

The organization of assurance of the
report, as well as its of cial review
and approval is carried out by the top
management.

Disclosed,
p.45-46

Disclosed,
p.46-47

Disclosed,
p.46-47

EEELNY
disclosed,
p. 58

Disclosed,
p.48

Disclosed

Disclosed,
p.45

Disclosed,
p.56

Disclosed,
p.48

Not covered

Disclosed,
p.45

Partially
disclosed, p.47

Disclosed,
p.49-50

Disclosed,
throughout the
report

Disclosed

Disclosed,
p.47-49

Con rmed,
p.180




102-34 Nature and total number of critical
concerns

102-35 Remuneration policies

102-36 Process for determining remuneration

102-37 Stakeholders’ involvement in remuneration

102-38 Annual total compensation ratio

102-39 Percentage increase in annual total
compensation ratio

Stakeholder engagement

102-40 List of stakeholder groups

102-41 Collective bargaining agreements

102-42 Identifying and selecting stakeholders

102-43 Approach to stakeholder engagement

102-44 Key topics and concerns raised

Reporting practice

102-45 Entities included in the consolidated
nancial statements

102-46 De ning report content and topic
Boundaries

102-47 List of material topics

Not covered

Disclosed,
p.45

Partialy
disclosed, p.45

Not covered

Not covered

Not covered

Disclosed,
p.57

Disclosed,
p.75-87

Disclosed,
p.57-58

Although no speci c policy
and guidelines on stakeholder
engagement are available at
the Company, all related issues
are under the management’s

strict control and re ected in
various standards and internal
regulations, e.g. employee-
management relations, supplier
relations etc.

Disclosed,
p.57-59

Partially
disclosed, p.98

Disclosed, Con rmed,
p.18, 22 p.180

Disclosed,
p.8

Disclosed, Con rmed,
p.9 p.180

102-48 Restatements of information

102-49 Changes in reporting

102-50 Reporting period

102-51 Date of most recent report

102-52 Reporting cycle

102-53 Contact point for questions regarding the
report

102-54 Claims of reporting in accordance with
GRI Standards

102-55 GRI content index

102-56 External assurance

103-1 Explanation of the material topic and its
Boundary

103-2 The management approach and its
components

103-3 Evaluation of the management approach

201-1 Direct economic value generated and
distributed

201-2 Financial implications and other risks and
opportunities due to climate change

201-3 De ned bene t plan obligations and other
retirement plans

Disclosed,
p.8

The changes in the information on
the impact area and the material
topics of the report compared to Disclosed
the previous reporting period is
presented as notes in the relevant
tables.

Disclosed,
p.8

Disclosed,
p.8

Disclosed,
p.8

Disclosed,
p.184

Disclosed,
p.8

Disclosed,
p.168

Disclosed,
p.180

Disclosed,
p.9

Information on the management
approach to key issues is
presented at the beginning of

each relevant section.

Disclosed,
throughout the
report

Partially disclosed,
throughout the
report

Disclosed,
p.22

Not disclosed

Partially
disclosed,
p.22

Con rmed,
p.180

Con rmed

Con rmed,
p.180

Con rmed,
p.180

Con rmed,
p.180

Con rmed,
p.180

Con rmed,
p.180

Con rmed,
p.180

Con rmed,
p.180

Con rmed,
p.180




Disclosed,

201-4 Financial assistance received from the No nancial support was received Disclosed 301-1 Materials used by weight or volume 018

government from the government during the
reporting period.
Not

301-2 Recycled input materials used STealloses

: 301-3 Reclaimed products and their packaging
. Disclosed, p. .
202-1 Ratios of standard entry level wage by 75 79 IMEVCHELS
gender compared to local minimum wage 82, 85

All managers at SOCAR
Azerbaijan are Azerbaijani
citizens, which constitutes to at
least 90% in the total number.
This number varies in other
202-2 Proportion of senior management hired countries depending on the
from the local community requirements for the position. Disclosed 302-2 Energy consumption outside of the This indicator is not being Not

In any instance, SOCAR is S .
compliant to the global ethical organization reported. disclosed

norms in this aspect, e.g. SOCAR
Petkim management consists . . Disclosed, Con rmed,
of both Turkish and Azerbaijani 302-3 Energy intensity p.125 p.180
citizens.

Disclosed, Con rmed,
302-1 Energy consumption within the organization p.125 p.180

. . Disclosed,
302-4 Reduction of energy consumption 0.122

302-5 Reductions in energy requirements of
203-1 Infrastructure investments and services Disclosed, products and services

supported p.90

N/A

203-2 Signi tindi t L. t Disclosed,

-2 Signi cant indirect economic impacts 0.90.94

303-1 Water withdrawal by source Discgjed'
p.

303-2 Water sources signi cantly affected by Sggi\”}g g;g;g%f}fggﬁgéfggm el

Disclosed, Gonlrmed, p:180 withdrawal of water the Caspian Sea.

204-1 Proportion of spending on local suppliers 0.26

Disclosed,

303-3 Water recycled and reused p.132-133

205-1 Operations assessed for risks related to Disclosed,
corruption p.55

205-2 Communication and training about anti- Disclosed, 304-1 Operational sites owned, leased, managed None of SOCAR operational .
corruption policies and procedures p.55-56 in, or adjacent to, protected areas and areas of sites covers the protected areas Disclosed
high biodiversity value outside protected areas or areas of high biodiversity.

205-3 Con rmed incidents of corruption and No incidents of corruption were Disclosed
actions taken detected in the reporting period.

304-2 Signi cant impacts of activities, products, Disclosed,
and services on biodiversity p.134

Disclosed,

304-3 Habitats protected or restored 0.135

SOCAR is a public Company
executing the country’s oil and ) _ _
gas management within the During the reporting period, no
206-1 Leaal acti ; i fitive behavior state’s interests. Given the fact S species of animals or plants have
-+ L-egal actions for anti-competitive behavior, that SOCAR accounts for 19% 1selose 304-4 IUCN Red List species and national been identi ed in the International

i- i of oil and 21% of gas produced . . . . . . ] . f
SUFIVET, G TEE e [ EEEs pllye e countrj/ agticoenpet/t/ve conservation list species with habitats in areas Union for the Conservation Disclosed

cases are not relevant for the affected by operations of Nature in the territories of
Company; no such cases were SOCAR.
detected during the reporting
period.




305-1 Direct (Scope 1) GHG emissions

305-2 Energy indirect (Scope 2) GHG emissions

305-3 Other indirect (Scope 3) GHG emissions

305-4 GHG emissions intensity

305-5 Reduction of GHG emissions

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

305-7 Nitrogen oxides (NOXx), sulfur oxides (SOx),
and other signi cant air emissions

306-1 Water discharge by quality and destination

306-2 Waste by type and disposal method

306-3 Signi cant spills

306-4 Transport of hazardous waste

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

307-1 Non-compliance with environmental laws
and regulations

308-1 New suppliers that were screened using
environmental criteria

308-2 Negative environmental impacts in the
supply chain and actions taken

401-1 New employee hires and employee turnover

The Company does not report on
this indicator.

No cases were detected in the
reporting period.

In the reporting period, no
signi cant payments were made
due to environmental violations
and requirements.

Currently, this information is not
being reported

Disclosed, Con rmed,
p.119 p.180

Disclosed, Con rmed,
p.119 p.180

N/A

Disclosed, Con rmed,
p.120 p.180

Disclosed,
p.118, 120

N/A

Disclosed, Con rmed, p.180
p.122-123

Disclosed,
p.129

Disclosed, Con rmed,
p.127-128 p.180

Disclosed,
p.133

Disclosed, Con rmed,
p.127-128 p.180

Disclosed

Disclosed

N/A

Partialy
disclosed,
p.25, 114

Disclosed,
p.148-149

401-2 Bene ts provided to full-time employees
that are not provided to temporary or part-time
employees

401-3 Parental leave

402-1 Minimum notice periods regarding
operational changes

403-1 Workers representation in formal
joint management- worker health and safety
committees

403-2 Types of injury and rates of injury,
occupational illness, lost days, and absenteeism,
and number of work-related fatalities

403-3 Workers with high incidence or high risk of
diseases related to their occupation

403-4 Health and safety topics covered in formal
agreements with trade unions

404-1 Average hours of training per year per
employee

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

404-3 Percentage of employees receiving regular
performance and career development reviews

405-1 Diversity of governance bodies and
employees

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

All payments and bene ts
provided to full-time employees Disclosed,
are also provided to temporary p.70-71
and part-time employees.

Disclosed,
p.76

Disclosed,
p.66

A joint management-and-
employee Health and Safety

. Disclosed
Committee operates at SOCAR.

Disclosed, p. Con rmed, p.180

105-108

Disclosed, p.
101, 108

Disclosed,
p.98

Disclosed,
p.72

Disclosed, p.
71-72

Not disclosed

This information was present in

relevant tables starting from page DIEEIEEER) o CRn ey
72 69, 72 p.180

The Company salaries and
remuneration are strictly
performance based.

Disclosed




406-1 Incidents of discrimination and corrective
actions taken

407-1 Operations and suppliers in which the
right to freedom of association and collective
bargaining may be at risk

408-1 Operations and suppliers at signi cant risk
for incidents of child labor

409-1 Operations and suppliers at signi cant risk
for incidents of forced or compulsory labor

410-1 Security personnel trained in human rights
policies or procedures

411-1 Incidents of violations involving rights of
indigenous peoples

412-1 Operations that have been subject to human
rights reviews or impact assessments

412-2 Employee training on human rights policies
or procedures

No incidents were detected
during the reporting period.

During the reporting period no
operations or suppliers were
identi ed that could put at risk the
right to freedom of association
and collective bargaining.

During the reporting period no
incidents of child labor were
identi ed at any of SOCAR’s or
its suppliers’ and contractors’
operations.

No incidents were detected
during the reporting period.

All newly hired employees are
required to go through training
before starting their employment.
Human rights are included in
the training. Further, human
rights hold a substantial part in
occupational training for safety
workers.

No incidents were detected
during the reporting period.

No incidents were detected
during the reporting period.

No operations in this eld were

held during the reporting period.

Disclosed

Disclosed

Disclosed

Disclosed

Disclosed

Disclosed

Disclosed

Disclosed

412-3 Signi cant investment agreements and
contracts that include human rights clauses or
that underwent human rights screening

413-1 Operations with local community
engagement, impact assessments, and
development programs

413-2 Operations with signi cant actual and
potential negative impacts on local communities

414-1 New suppliers that were screened using
social criteria

All Investment agreements
signed by the Company during
the reporting period contain
provisions on human rights.

All operations performed
by the company require
an Environmental Impact
Assessment (EIA). For example,
at the beginning of the reporting
period, SOCAR's Ecology
Department demonstrated
presentations on “EIA process
and environmental bene ts
of the project”, “Preliminary
Environmental Impact
Assessment in the Project
Area’”, “Potential Impacts and
Assessment”. Through these
presentations, experts provided
information on technical
speci cations of the projects,
initial conditions of the project
areas, ora and fauna, potential
impacts during construction and
operation, and their mitigation
measures, alternative options,
including environmental
monitoring, environmental, waste
and wastewater management
plans, etc. At the end of the
event, a Q&A was held with the
participants.

SOCAR's activities result in major
impacts associated with the oil
and gas industry. Impacts from
drilling, production, processing
and transportation, including air
pollution and waste generation,

are monitored by SOCAR and
discussed throughout the report.

Before establishing partnership

with a supplier, they are checked

by the general standards for
Counterparties

Disclosed

Disclosed

Disclosed

Disclosed






