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...It was a flare gun in the hands of Nikolay Lemaev,  
the director of the chemical combine, that lit the flare
and a huge fire ball flashed at its’ peak.

The first gas flare of the central gas fractioning unit burst
into flame on June 23, 1967 at 5 p.m.
(A fact from the history of the Company)
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CHAIRMAN’S 
ADDRESS

new facilities and revamping of the 
existing ones. The construction of 
a new Olefins Complex as a part of 
our long-term development program 
serves as a good example. One of 
the highlights at St. Petersburg 
International Economic Forum 2017 
was the signing of a primary agreement
between Nizhnekamskneftekhim and
Linde AG for process licensing, supply 
of equipment and technical advisory 
services with regard to the new Olefins 
Complex.

To increase energy efficiency of the 
new Olefins Complex and to meet its 
utilities needs, in 2017, the Company 
concluded a contract with Siemens for 
the construction of 495 MW combined 
cycle gas turbine on a turn-key basis.

Nizhnekamskneftekhim is 
an ecologically-minded and 
sustainability-focused company. It is 
successfully implementing the Fourth 
Environmental Program covering the 
period up to 2020. 2017 was declared 

Dear shareholders, investors and partners,

This annual report summarizes our performance in year 2017, 
which is the 50th anniversary of Nizhnekamskneftekhim. The 
Company showed stable operation throughout the year and good 
financial and operating results at the year-end and thus confirmed 
its leading status on Russian petrochemical market.

Growth of revenue and output in 2017 proved the right nature of 
the long-term strategy of development chosen by our Company.

When talking about the strategy, I would like to make special 
mention of the investments by the Company into different 
investment projects to construct and revamp the existing facilities. 
Thus, starting from 2004, when TAIF Group became the principal 
shareholder of Nizhnekamskneftekhim, the Company has invested 
into the projects more than 166 billion rubles. In doing so, we have 
been able to launch new products. Among them are neodymium 
and lithium based polybutadiene rubbers and styrene butadiene 
rubbers, halogenated chlorobutyl and bromobutyl rubbers, 
polypropylene, polyethylene, ABS plastics, polyethylene glycols, 
dipropylene glycols and a number of catalysts. Thanks to these 
investments, the revenue for this period increased by 4.8 times and 
totalled 162 billion rubles in 2017. This was made possible through 
the adopted development strategy focused on the Company’s 
principal products. These products are plastics and rubbers,
and their output during this period increased by 679 and 429 
kilotons respectively.

The Company entered into supply agreements with the leading 
global producers of tires and strengthened its positions on the 
global synthetic rubber market. We put into operation a high-
concentration formaldehyde plant with capacity of 100 kilotons 
per year. It is the first of three projects implemented as a part of a 
large-scale program aiming at the expansion of isoprene rubber 
manufacturing capacities.

Nizhnekamskneftekhim continued its progressive development,
expanding its plastics slate. Having almost doubled the supplies 
of linear polyethylene to Russian processors, the Company 
successfully continued to substitute import product on the 
domestic market.

The Company is ranked among the top petrochemical producers. 
It adheres to the best practices and collaborates with the 
leading global companies in all core business areas, including 
manufacturing of new products, cooperation in research and 
development, promotion activities, as well as the construction of 
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the year of Ecology in Russia and 
we were the first to demonstrate 
the compliance of the petrochemical 
industry with internationally 
recognized standards.
In this context, such bodies as the
Ministry of Natural Resources of the
Russian Federation, the Federal 
Service for Environmental Control, the
Government of Tatarstan and
Nizhnekamskneftekhim signed a
Cooperation Agreement. The advanced
implementation of measures under 
both Ecological Program and this 
Agreement allowed us to reduce the 
consumption of fresh river water 
by 2.2% and cut down the amount 
of industrial effluents by more than 
9%. These achievements have been 
accomplished against a background of 
saleable output increase by 2.1%.

Nizhnekamskneftekhim is the largest
company and corporate employer 
in the region, therefore social 
responsibility towards the region 
and its citizens is the priority. The 
Company is engaged in different 
charity, sport and culture projects 
providing considerable funds for their 
implementation.

Nizhnekamskneftekhim contributes a 
lot to the development of the municipal 
infrastructure and restoration of 
historical shrines of Tatarstan, such 
as ancient Bolgar and island city 
Sviyazhsk.

The executive management of 
Nizhnekamskneftekhim have always
been paying close attention to sports 
and mass sports in particular.
To mark the 50th anniversary of the 
Company, semi-marathon took
place in Nizhnekamsk for the first 
time on July 30, 2017 with 6 thousand 

participants from Russia, Belarus, Spain, Czech Republic, 
Macedonia and the USA.

The management of the Company prioritizes the improvement of
dwelling conditions for its employees. In 2017, 759 apartments 
were distributed among the workers, 153 of which were distributed
under the Program of the social mortgage and 606 of which were
distributed under additional housing construction program
implemented by TAIF Group.

Taking stock of the previous year, I am pleased to emphasize that 
all our achievements were made possible by the ongoing support 
from the government of the Russian Federation, the government 
of the Republic of Tatarstan, headed by President of Tatarstan 
Rustam Minnikhanov, as well as through active participation of 
TAIF Group management, our shareholders and partners. Special 
mention should also be made for the fundamental role played by 
the Directors Board, who held 8 meetings in 2017 and discussed 
more than 60 issues regarding the key dimensions of sustainable 
development of the Company.

I would like to thank all employees of the Company, whose
professional work ensures stability of the Company, and to express
gratitude to our partners for multifaceted support and the trust 
they place in us.

I am sure that our joint efforts will result in new striking
achievements.

Ruslan Shigabutdinov
Chairman of the Board of Directors

BURNING HEARTS, MAKING HISTORY
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GENERAL DIRECTOR’S
ADDRESS

Dear colleagues and partners,

The year 2017 marked 50 years since our Company released its 
first product. During this anniversary year the Company achieved 
good financial and commercial results. Nizhnekamskneftekhim 
continued on its path of sustainable development aimed 
at improving financial performance for the benefit of the 
shareholders and employees. The implementation of the 
production plan exceeded the targets. Plastics and rubbers 
segments witnessed the highest output.

The Company sold 702 thousand tons of synthetic rubber, 
representing a 5% increase compared to the previous year. 79% 
of the product were shipped to our major overseas and domestic 
customers. Plastics turnover in 2017 stood at about 700 thousand 
tons. Total revenue constituted 162 billion rubles. Whereby, 
consolidated net revenue of Nizhnekamskneftekhim Group 
exceeded 167 billion rubles, and gross revenue - 182 billion rubles.

We successfully implemented the tasks related to the production 
ramp-up. State-of-the-art formaldehyde plant was put into 
operation. The ninth polymerization line was installed at the butyl 
rubber plant. Production of neodymium butadiene rubber and 
styrene were the highest on record. 2017 was noteworthy for the 
release of the 1 millionth metric ton of halobutyl rubber, the  
4 millionth metric ton of isoprene at the synthetic rubber plant and 
the 17 millionth metric ton of ethylene.

Last year Nizhnekamskneftekhim took an important step forward 
to the diversification of plastics portfolio. We mastered the 
production of several food-contact polystyrene grades. The 
isolation polyethylene grade entered the register of approved 
suppliers for the manufacturers of oil and gas polyethylene-
insulated pipelines.

The basic principle of our sales strategy contemplates that we 
collaborate with our customers on a long-term basis. In 2017 the 
Company concluded contracts for supply of rubbers with the 
major foreign tire manufacturers.

We are striding confidently into the future. Methodical efforts 
are being taken to translate into reality the major project of 
our strategic program, which is the construction of a new 
Olefins Сomplex. As a part of this program, we signed a primary 
agreement with Linde AG for the construction of new facilities 
and a contract with Siemens for the turn-key construction of 
internal energy source.

Nizhnekamskneftekhim is one of major 
energy consumers in Tatarstan, and the 
Company is always on the look out for
new ways to enhance energy 
efficiency. During the previous year 
we implemented 52 energy-efficiency 
measures, thus saving 137 million 
rubles on resources.

Environmental protection has been our
priority for years. In the Year of Ecology
we successfully completed the project
for the removal of sludge from the
buffer pond of the Tungucha river, we
managed to cut down the amount of
waste water by more than 5 million 
cubic meters, consumption of river-
water by 1.5 million cubic meters, air 
emissions by 1 thousand tons, and 
wastes generation by 17 thousand tons. 
After completion of the First Revamping 
Phase of the mechanical treatment unit 
of the biological treatment plant,  we 
proceeded with the Second Revamping 
Phase - installation of new equipment 
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will enable quick actions in response 
to any deviations in incoming waste 
streams. Our Company is ranked
among Top-100 companies of the
Russian Federation for its achievements
in the sphere of ecology and 
environment management. We came
out a winner of the XIII Russia-wide
competition for the title of the Leader in
Environmental Activity in Russia in 2017
in the category “Environmental
responsibility”.

I would like to express sincere gratitude
and appreciation to all the employees 
of the Company and to say special 
thanks to the executive management of
Nizhnekamskneftekhim, whose
devotion, professional skills and
confidence can cope with any
challenging tasks ahead. There are no
doubts that, with a rich history 
spanning over five decades, which 
allowed us to build the reputation of a 
reliable business partner, our team will
overcome any challenges.

Azat Bikmurzin
General Director
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The history of Nizhnekamskneftekhim discovers the
path of victories, accomplishments, courage and
enthusiasm.
Fifty years have passed between the start-up of the
first gas fractionation unit and the start-up of a  
high-concentration formaldehyde plant in 2017.

Everything started a long time ago 
on July 31, 1967, when the first gas 
fractionation unit released its first 
product. This date is considered the 
birthday of Nizhnekamskneftekhim. 
Starting from 1970 new monomers and 
polymers facilities have been put into 
operation annually. October 8, 1970 is 
the date when the first isoprene rubber 
bale was produced, and, on July 28, 
1973 the Company produced its first 
butyl rubber bale. 

50 YEARS 
OF DEVELOPMENT

First production run

Start of SKI-3
isoprene
rubber production

1973
Start of butyl
rubber production

1967 1970
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1990s1975-1977

The facilities producing
ethylene oxide, propylene
oxide, styrene, polyether,
butadiene, propylene trimers
and alkylphenols were put into
operation

1980s

Between 1975 and 1977 new facilities
producing isoprene monomer, ethylene,
propylene, benzene, butadiene,
ethylbenzene and styrene went on
stream.

The 1980s is the period in which the
facilities producing ethylene oxide, 
propylene oxide, styrene, polyether, 
butadiene, propylene trimers, 

alkylphenols and other products were put into operation. Even 
throughout the challenging period in the 90s the Company 
continued on the path of development. New alpha-olefins and 
aluminum triethyl facilities went on stream, and the revamp of 
Ethylene-450 complex allowed to increase ethylene capacity up to 
600 kilotons annually.

New facilities producing isoprene
monomer, ethylene, propylene,
benzene, butadiene, ethylbenzene
and styrene went on stream

New alpha-olefins and aluminum
triethyl facilities went on stream,
and the revamp of Ethylene-450
complex

BURNING HEARTS, MAKING HISTORY
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2001
2004-2007

New plastics plants for
production of polypropylene,
polyethylene and three trains of
polystyrene were put into operation

2003 -2009

The 2000s witnessed both rapid modernization and expansion of 
the existing facilities, and the construction of new ones, when the 
Company annually launched new production plants or units. This 
was the period when the “Plastics Era” of Nizhnekamskneftekhim 
began. Starting from 2003 the Company has implemented the 
projects launching facilities for polystyrene, polypropylene, 
polyethylene, ABS plastics, polybutadiene rubber based on 
neodymium and lithium catalysts, chlorobutyl and bromobutyl 
rubbers production. It was during this period when the Company 
formed a development strategy aiming to strengthen our positions 
on the plastics and rubbers markets.

The dynamic development in 
accordance with the strategy
continued in the 2010s. New finishing 
line for production of polybutadiene 
rubber based on lithium catalyst 
was brought into production in 2013. 
In 2014, the fourth polystyrene 
production line and the first line to 
produce a carrier for isoparaffins 
dehydrogenation microspheric catalyst 
went on stream.

Commercial production of
halobutyl, neodymium and
lithium based polybutadiene
rubbers was launched

One-stage isoprene
synthesis unit was
accepted into service
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ABS plastics plant
went on stream

Retrofitted linear alpha-olefins
complex was commissioned in 2016.
2017 was remarkable for launch  
of a high-concentrated formaldehyde 
plant with a capacity of 100 kilotons
annually. It is the first of three
projects implemented as a part  
of a large-scale program aiming  
at the expansion of isoprene rubber
capacities up to 330 kilotons 
annually.

The industrial complex of the Company includes 8 plants. The 
Company’s strategic program is based upon the key principles of the 
State Plan for development in oil and petrochemical industries of the 
Russian Federation covering the period up to 2030 and it provides for 
the expansion of monomers and polymers capacities. The major project 
of the program is the construction of a new olefins complex with a 
total capacity of 1.2 million tons of ethylene annually. For fifty years 
Nizhnekamskneftekhimn has built up a strong intellectual potential and 
forged a system approach, which the Company seeks to maintain, for all 
of the Company’s activities. This enables us to produce high value added 
products, which are in a great demand both in Russia and abroad.

2016

Retrofitted linear
alpha-olefins complex
was commissioned 

2017
The fourth polystyrene
production line and the first
line to produce a carrier for
isoparaffins dehydiogenation
isoparaffin microspheric
catalyst went on stream 

2013 2014
Launch of a high-
concentrated
formaldehyde plant

BURNING HEARTS, MAKING HISTORY



ANNUAL REPORT / 2017

POSITION
IN THE INDUSTRY

Besides, Nizhnekamskneftekhim is the world’s
third largest supplier of butyl rubber with 
17.9% share. The Company’s share on the 
global butadiene rubber market is 5.7%.
In 2017 Nizhnekamskneftekhim reaffirmed its
position as the leading supplier of polymers.
Total sales in the reported year increased by
5.7% as compared with the previous year, 
where 0.6% fell within the domestic sales and 
11.3% fell within the export sales.

SALES STRUCTURE

COMPANY’S SHARE  
ON THE GLOBAL MARKET

47.2 %
Isoprene
rubbers

17.9 %
Butyl

rubbers

5.7 %
Butadiene
rubbers

Nizhnekamskneftekhim manufactures and markets
petrochemical products of an extensive range, which are 
supplied to more than 50 countries worldwide, including Europe, 
America and Southeast Asia.

53
EXPORT COUNTRIES

FOLLOWING THE
RESULT OF 2017

  33 %
23 %

OTHER PRODUCTS
AND SERVICES

PLASTICS
SYNTHETIC 
RUBBERS

44 %

The Company’s traditional product segment of synthetic rubbers covered
around 44% of 2017 sales. One third of the Company’s proceeds in 2017 
fell on plastics, which accounted for 33%. Another 23% were obtained 
from selling other kinds of products and services. Internal and export 
sales stood at approximate parity.

Thus, in 2017 both domestic sales and export sales constituted 50%. The
Company is ranked among the top 10 global producers of synthetic 
rubbers. Nizhnekamskneftekhim is also a leader in isoprene rubber 
industry with 47.2 % share on the global market.

14



BURNING HEARTS, MAKING HISTORY

15

Eu
ro

pe
   

 4
4.

7

2017 SYNTHETIC RUBBER SALES STRUCTURE, %
As

ia
   

   
15

.4

R
us

si
a 

   
  1

4.
5

N
or

th
 A

m
er

ic
a 

   
14

.3

M
id

dl
e 

Ea
st

   
   

6.
5

So
ut

h 
Am

er
ic

a 
   

  3
.8

Af
ric

a 
   

  0
.6

CI
S 

   
  0

.2
~ 45 %

exported to
Europe

The rubber market has been continuously
growing for several years showing an annual
increase of 2%. During the reporting period
there was a steady demand from export
markets, which are traditionally considered to
be the major consumers of synthetic rubbers
produced by the Company. The increasing
demand from tire manufacturers and
automotive industry contributed to the 
demand growth.

The beginning of the year witnessed higher
activity in the natural rubber market,
powered by expectations that natural rubber
supplies would be reduced on the back of
curtailment of natural rubber production in
Thailand. The rise in butadiene prices was
attributable to the tight supply Asia faced in
the end of 2016, which was only exacerbated
further on the back of prolonged overhaul
period in Asia. Starting from the second
quarter of 2017 the situation returned to
normal.

In spite of all the uncertainty of the current
global economic situation, it is expected that
in 2018 the global economy will grow by 3.1%
at the very least. Major drivers are the
economic gains in the US economy (+2.6%)
and in the countries of Asia-Pacific Region
(+5.7%), economic recovery of the EU, tire
industry expansion coming on the back of
the growth in the automobile fleet all around
the world and the rapid surge in demand for
tires in the developing countries. All these
factors provide the basis for stable demand
for synthetic rubber in 2018.

The prices for synthetic rubber in 2017 were
on average higher than they used to be in
2016, mostly because of the increase in prices
in the first quarter caused by the growth in
prices for natural rubber, crude oil and
monomers.

However, it should be noted that the global reserves of natural rubber
influence upon the market prices and keep them fundamentally down. 
The continuing overcapacity backed up by the demand which has failed to 
rebound yet, is the major risk factor in the synthetic rubber market in 2018.

In 2017, more than 85% of our sales in synthetic rubber segment fell within 
overseas markets. 79% of the product was delivered to our customers both 
in Russia and abroad.

Consistent product quality, reliability and our commitment to continuous 
improvement consolidated the position of the Company as a significant 
supplier of synthetic rubber on the global market.

As far as the rubber segment is concerned, in the near term the Company 
is focusing its intentions on two directions: higher output and sales of 
isoprene rubber SKI-3 and commercialization of functionalized styrene 
butadiene rubber produced through solution polymerization.

RUBBERS
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Domestic market has always been our priority for plastics, and the Company 
is maintaining strong grip on it. Nizhnekamskneftekhim is ranked among the
top-tier polyolefins producers. The Company is the only domestic producer 
of LLDPE and the leading supplier of polypropylene copolymers. And 
what is more, over the last few years the Company has been the largest 
manufacturer of styrene plastics in the Russian Federation.

The trends of domestic sales were divergent in the reporting year. The
consumption of HDPE declined by 4% in response to reduction of Russian
output by 10%, caused by the fact that the Company had switched to linear
LDPE and another domestic manufacturer kept its output low. All this 
resulted in HDPE import increase by 64%, which still failed to bridge the gap.

In 2017, the internal market of HDPE experienced a number of profound
changes. Thus, the demand for certain grades, including those for film and 
pipe applications, tended to be sluggish. Yet, the situation was immune to 
numerous turnarounds, logistical bottlenecks and no volumes of HDPE 
produced. Cheap polyethylene supplies from Uzbekistan, which increased 
more than four times compared to the previous year, had an adverse effect 
on the market. Some of the processors were short of liquid funds, which in 
its turn impeded the accumulation of stocks and held demand down. The 
situation did not change until the mid of the year, when two major domestic 
producers planned to overhaul their units in September. In the second half 
of the year, the market shifted from surplus to deficit for all of the grades. In 
September and October 2017, even the grades for film and pipe applications, 
which used to be overstocked, witnessed a shortage. When the overhaul 
period was over, the demand experienced the downtrend again, which 
came as a response to fewer orders for film-type products placed by the 
processors. 

As for the other HDPE grades, market arrived at equilibrium, with only 
injection grades facing the shortage in the end of the year.

In contrast with that, the demand for LLDPE was stable throughout the
reporting year and went up by 8% thanks largely to the output and sales 
which Nizhnekamskneftekhim managed to increase by 70%. It allowed to 
cut down the imports of LLDPE by 43 thousand tons. In 2017 the imported 
LLDPE, which the major domestic processors use in stretch film production, 
was driven out of the internal market, making room for our product.
Overall domestic consumption of polypropylene in 2017 dropped down by 
1%. Yet the output in the Russian Federation increased by 2% against the 
imports cut down by 5%. In broader terms, throughout the entire year the 

PLASTICS

domestic market of propylene homopolymers 
was in oversupply position. During the first half 
of the year the demand was somewhat weak 
which was attributable to the lower demand for 
the stock product from processors. In practice, 
demand fluctuations were correlated with 
internal currency rate, which means that when 
the ruble was strong, the internal stocks were 
growing thanks to the reduced exports and 
increased imports and vice versa. Some of the 
producers were short of the working funds and 
this was contributin  to the weak demand too. 
It is mostly propylene homopolymers which 
appeared to be a surplus product on the market 
in 2017.
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As far as propylene copolymers are 
concerned, which represent the main segment 
of Nizhnekamskneftekhim, the market 
was relatively balanced with a tendency 
towards tightness, especially for injection 
and extrusion grades. It was not so much the 
volume as the low prices from Uzbek and 
Turkmen producers that exerted influence 
upon the market. Copolymers segment 
experienced volatility in the market of random 
copolymers for pressure pipes application, 
caused by general decline and fluctuating 
demand from construction sector.

Year 2017 witnessed the expansion of domestic
polystyrene consumption by 2%. Strong 
demand in both domestic and international 
markets boosted the demand for our 
product and the products by other Russian 
manufacturers. The price difference between 
imported product and domestic one made 
the processors opt for the latter. By mid-2017 
the polystyrene market had moved into 
undersupply position following the high 
seasonal demand, as well as growth in 
demand from the producers of disposable 
tableware and insulation materials coming as 
a result of demand deferred in the first half of 
the year. All this came at a time when a certain 
polystyrene producer shut down its facilities
for a general overhaul, which resulted in a 
shortage in supplies and compelled some of 
the processors to resort to the recycling of 
polystyrene. In response to this, the mid-year 
deficit allowed to restore and keep equilibrium 
in the market till the end of the year.

Along with rubbers and plastics, the Company produces and sells 
other olefin-based products and their derivatives, including polyethers, 
glycols and glycol ethers, propylene trimers and tetramers, surfactants 
and others. Nizhnekamskneftekhim is the leader in some of these 
products. Thus, Nizhnekamskneftekhim is the only large-scale producer 
of propylene oxide based polyethers, the only one in Russia and the 
CIS to produce propylene trimers and tetramers, nonionic alkylphenol 
based surfactants, and the second largest supplier of ethylene oxide and 
ethylene glycols to the Russian market.

In 2017, over 65% of products of this segment were sold in the Russian 
Federation.

2017 OTHER PETROCHEMICALS SALES STRUCTURE, %

OTHER PETROCHEMICALS
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RESOURCES AVAILABILITY

RAW MATERIALS

Nizhnekamskneftekhim has a favorable geographical location which enables 
the basic raw materials sourcing from the Russian market with the minimum 
logistics costs.

The main raw materials used in our production processes are natural gas 
liquids, crude C4, isobutene, isopentane and straight-run gasoline used as 
pyrolysis feedstock.

To provide stable supplies of liquefied hydrocarbons, the Company has entered 
into long-term supply agreements with all principal producers, including Tatneft,
Gasprom mezhregiongas, Sibur Holding, Lukoil, Kazanorgsintez and others.

Nizhnekamskneftekhim has concluded long-term contracts for the supply of
pyrolysis feedstock with two producers co-located in the same area. These
producers are TAIF-NK and TATNEFT. Nizhnekamskneftekhim and TAIF-NK
refinery are integrated into a single process chain. The contract for supply of the
entire TAIF-NK’s naphtha output to Nizhnekamskneftekhim is effective till 2030.

UTILITIES

Nizhnekamskneftekhim is one of the largest consumers of utilities in the region,
and energy efficiency is the issue of great importance.

Electricity is purchased on the retail markets from the independent provider 
PEST and guaranteed supplier TATENERGOSBYT. Electricity prices from both
companies are market-based and not regulated. Purchase and sales volumes 
are not restricted.

Heat energy in the form of steam and hot water is purchased and sold as per 
the regulated rates defined by the National Committee on Rates of the Republic 
of Tatarstan - Tatarstan government agency of the Republic in the area of State
regulation of prices (rates). The rates may vary from one source to another
depending on utilities type and steam pressure. Heat energy is provided by two
independent sources (heat and power station Nizhnekamskaya TETs and the
generating company TGK-16). 

Gas for the Company’s fuel system is procured
under the long-term contracts with Gazprom
Mezhregiongaz Kazan, which is effective till 2019.
When Nizhnekamskneftekhim is in need of gas on
top of the contractual quantities it may be
purchased from Saint-Petersburg International
Mercantile Exchange. Gas is supplied under the
contracts with Gazprom Mezhregiongaz Kazan at
prices based on annual consumption and defined
by the Federal Antimonopoly Service.

Electricity (about 18%) and heat power (about 6%)
are partially generated by the Company’s 
integrated energy plant (gas turbine unit GTU-75), 
thus reducing energy costs compared to the use 
of the utilities purchased.

77%

Total raw materials  
purchased under  

long-term contracts

>



Note: Consumption of utilities in 2017, including sub-consumers.

Utility Unit Volume Cost, mln RUB 
(VAT exclusive)

Electric power thous. kWh 2,655,511 6,899

Heat power Gcal 15,235,400 11,823

Gasoline mt 256 9

Diesel fuel mt 2,265 74

Fuel oil mt 1,334 13

Natural gas (for energy) thous. m3 645,730 2,757

Dry gas thous. m3 25,253 98

2017 CONSUMPTION
OF EXTERNAL UTILITIES

BURNING HEARTS, MAKING HISTORY



ANNUAL REPORT / 2017

20

BUSINESS 
PRIORITIES

Strategy of Tatarstan Social
and Economic Development

till 2030

Program of Tatarstan Gas
and Petrochemical

Complex Development

Business priorities have laid foundation for
the Company’s Strategic Program and are 
in line with the strategies for development 
of the Petrochemical Complex of the 
Russian Federation and Tatarstan Republic
defined in the following documents:

MISSION

Production and sale of
competitive petrochemicals and
rendering services in compliance
with the stakeholders’
requirements and expectations,
development of new market
outlets and the growth of the
existing ones, attainment of
sustainable development and
contribution to the welfare of the
employees and society as a 
whole.

Mission derived business priorities

ENVIRONMENTAL
COMPLIANCE
AND ENERGY
EFFICIENCY

 MAINTAINING THE STATUS
OF A MAJOR PLAYER IN THE
RUSSIAN AND CIS MARKET
OF PLASTICS, AND IMPORT

SUBSTITUTION

STRENGTHENING THE
COMPANY’S POSITION OF A
DIVERSIFIED PRODUCER OF

SYNTHETIC RUBBERS ON THE
GLOBAL MARKET

Concept of Creating the
Territorial Industrial Innovation

Center INNOKAM

Development Strategy
of the Russian
Petrochemical

Complex
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Nizhnekamskneftekhim Strategic
Program sets target to achieve 
ambitious key figures by 2023

DEVELOPMENT
OUTLOOK

1
GROWTH OF SYNTHETIC

RUBBERS ANNUAL
PRODUCTION VOLUME

MLN. TONS

UP TO

1.2
GROWTH OF ETHYLENE  

ANNUAL 
PRODUCTION VOLUME

MLN. TONS

UP TO1.5
GROWTH OF

PLASTICS ANNUAL
PRODUCTION VOLUME

MLN. TONS

Long-term outlook for the second stage of the strategic program:

LONG-TERM DEVELOPMENT PROGRAM

up to 2.5 mln. tons up to 1.8 mln. tons

GROWTH IN PLASTICS ANNUAL CAPACITY GROWTH IN ETHYLENE ANNUAL CAPACITY

BURNING HEARTS, MAKING HISTORY
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BOARD OF DIRECTORS’ REPORT
ON DEVELOPMENT  
IN THE AREAS OF PRIORITY

In 2017, pursuant to the Development Strategy and
Areas of Priority defined by the Board of Directors,
Nizhnekamskneftekhim Management Board (executive
body) implemented a number of activities.  
The implementation results were as stated below.

STRENGTHENING THE
COMPANY’S POSITION
OF A DIVERSIFIED
PRODUCER OF
SYNTHETIC RUBBERS ON
THE GLOBAL MARKET 

The year was remarkable for the launch 
of a high-concentrated formaldehyde 
plant with a capacity of 100 kilotons 
annually. That ensures a stable feed for 
production of isoprene monomer which 
is used downstream as a basic feed 
for the isoprene rubber plant. Process 
technology for new production is 
granted by Johnson Matthey
Formox, Sweden. The Company entered
into the long-term contract relations 
with two world’s largest consumers of 
synthetic rubbers.

The ninth system of polymerization was
put into operation at butyl rubber plant.
The system is furnished with the state-
of-the-industry solutions to increase its
capacity, stabilize the products quality 
and prevent environmental hazards.

Throughout the year, the Company went
ahead with mastering the production of
new rubber grades, lithium-based
butadiene rubber and functionalized
styrene butadiene rubber. Both are
demanded on the premium tires market,
the most fast-growing one over the last
years. Further, production was mastered
for new grades of neodimium-based
butadiene rubber used in fuel-efficient 
tires manufacture.
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In 2017, the release of Nizhnekamskneftekhim’s linear polyethylene 
to the domestic market grew by 70 kilotons with almost full 
substitution of import flows.

So that to diversify the market outlets, the Company set up 
production of new plastic grades application of which includes 
blow molding and lamination, and bimodal block copolymer used in 
automobile industry.

Homologation and approval tests by the customers showed 
successful results and positive feedback, and the products 
merchandising started. Sales volume of polyethylene for steel piping 
insulation increased more than twice. Promotion of polyethylene for 
cable applications is in progress.

MAINTAINING THE
STATUS OF A MAJOR
PLAYER ON THE
RUSSIAN AND CIS
MARKET OF PLASTICS,
AND IMPORT
SUBSTITUTION

Within the frame of St. Petersburg
International Economic Forum the
Company signed the primary agreement
with Linde AG as to the contracts for
design engineering, equipment supply
and advisory services for the grassroots
olefins complex of 600 kilotons per year
capacity.

Early works for the olefins complex 
have been completed. During the stage, 
the design documentation package was
developed and provided to the extent
necessary to prepare ESIA documents,
business portfolio for the project
information memorandum and make a
presentation to the municipal and rural
communities in line with ESIA procedure.

70

SHIPMENT OF LINEAR
POLYETHYLENE TO

RUSSIAN MARKET WAS
INCREASED BY

THOUSAND TONS
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2014-2020 ECOLOGICAL PROGRAM

96
environmental activities

executed in 2017

> 1,000,000,000
rubles invested

ENVIRONMENTAL 
COMPLIANCE

As part of the Year of Ecology, Nizhnekamskneftekhim endorsed 
four-party agreement with the Ministry of Natural Resources and 
Environment of the Russian Federation, the Federal Service for 
Supervision of Nature Resources and Government of the Republic 
of Tatarstan. The Agreement stipulates a number of technical and 
educational actions to improve the environmental situation and 
ecological awareness of the population. All the events planned
in accordance therewith were carried out in full.

Design documentation package for stage 2 of the biological treatment 
plant revamp was prepared and filed to the government expert review. 
The project covers re-equipment of the primary treatment unit and 
installation of stand-by piping for polluted runoffs reservoir. Installation 
of 3 analytical units was started to monitor the effluents’ composition 
and promptly respond to any deviations.

Clean-out of buffer pond on the Tungucha river completed successfully. 
The volume of sludges removed and dewatered reached 37,000 cubic 
meters. The revamped facilities will prevent emergency discharges of 
accumulated sludge into the rivers Tungucha and Avlashka. 

In order to minimize air pollution, five Company’s plants saw renovation 
of pumping equipment among which 16 units were fully replaced, 
22 - modernized, and 10 - added. Extra heat exchangers were mounted 
at the synthetic rubber plant to rationalize the feed utilization.

Partial re-equipment at the ethylene 
plant is intended to reduce the amount 
of nonutilizable wastes and atmospheric
emissions. For the same purposes, one 
of the column vents from styrene and
polyether resins plant was switched to 
the fuel system.

3 water cooling towers, revamp for 
which was completed, will reduce 
energy consumption by 907,000 
kilowatt hours per year.

In total, during the reporting period 96
environmental activities were performed
under the Agreement and
Nizhnekamskneftekhim’s IV 
Environmental Program for 2014-2020. 
The total costs amounted to over 1 
billion rubles. As a result, the activities 
undertaken enabled cut down in 
particular environmental values such 
as fresh water consumption for the 
Company’s needs - by 1.5 million cubic 
meters, waste water discharge - by 5.14 
million cubic meters, and air emissions 
- by 1.08 kilotons. The amount of wastes 
was diminished by over 17 kilotons in 
2017.

24
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IN 2017,

energy saving  measures 
were implemented  

under IV Energy 
Conservation Program 

for 2016-2017

52

In 2017 a contract was signed between
Nizhnekamskneftekhim and Siemens
AG for building of 495 MW combined
cycle power plant in Nizhnekamsk
(PGU-500). The project will be
implemented on a turn-key basis. It is
expected that the capacities’ expansion
derived utilities costs will be optimized
with the new own power source.

A cross-over between gas delivery lines 
of the Company and supplier
Gazotransportnaya Kompaniya was laid 
to ensure continuous gas feed to the
production processes. It will be used as
well when repairing the gas distribution
station and feeding gas to the new power
plant PGU-500.

In 2017, 52 energy saving measures were
performed within the scope of IV Energy
Conservation Program for 2016-2020.
That resulted in tangible energy savings,
i.e. consumption of electrical power cut
down by 13.9 million kilowatt hours, heat
power - by 100.9 thousand gigacalories,
and fuel equivalent - by 598 tons, which 
in total amounted to 137.2 million rubles.

ENERGY 
EFFICIENCY
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CORPORATE GOVERNANCE

PRINCIPLES OF CORPORATE CONDUCT

Protection of the Company shareholders  
and employees’ rights

Equal treatment to all shareholders

Adherence to the standards of information
transparency and openness

Mutual trust and respect

Personal responsibility of members of the Board  
of Directors and the Management Board  

and their accountability to the shareholders

Continuous improvement of corporate conduct codes

Openness in corporate decision making

Conducting its business, Nizhnekamskneftekhim practices the Corporate
Governance Code recommended by the Bank of Russia as per the letter  
No.06-52/2463 of April 10, 2014.

In 2017, in order to enhance the corporate governance model and practice,
Nizhnekamskneftekhim approved the internal documents:

• The Company’s Charter as amended

• Regulations for the General Shareholder 
Meeting as amended

• 2017 Plan for the Internal Audit Department

26
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CORPORATE GOVERNANCE STRUCTURE

GENERAL
DIRECTOR

CHAIRMAN OF
THE MANAGEMENT

BOARD

GENERAL
SHAREHOLDERS

MEETING

CHAIRMAN OF
THE BOARD OF

DIRECTORS

BOARD OF
DIRECTORS

INDEPENDENT
AUDITOR

REVISORY
COMMISSION

HR AND
REMUNERATION

COMMITTEE
AUDIT COMMITTEE

INTERNAL AUDIT
DEPARTMENT

MANAGEMENT
BOARD

BURNING HEARTS, MAKING HISTORY
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GENERAL SHAREHOLDERS MEETING

General Shareholders Meeting is the Company’s highest governing body
acting in accordance with the Company’s Charter, internal documents 
and the requirements of the Russian Federation legislation.

Last year the General Shareholders 
Meeting was held once on April 5. The 
shareholders summarized the Company’s 
results for 2016 and approved the annual 
report, financial statements and profit and 
loss statement.

The annual General Shareholders Meeting 
set up the Board of Directors composed of 
11 members.
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BOARD OF
DIRECTORS

The Board of Directors is the Company’s
governing body and a key component of
the corporate governance system. It is 
the function of the Board of Directors to
govern the Company’s activities and
shape a long-term strategy.

The Board’s decisions are present by the
majority of the attending members voted
unless otherwise provided by the 
Charter and legislation. When taking 
decisions, each Board member is entitled 
to one vote.

The Meetings are regularly scheduled. It is the responsibility of the
Board Chairman to arrange and direct the Board’s work in 
accordance with the approved schedule.

The members of the Company’s Board are elected by the General
Shareholders Meeting until the next General Shareholders Meeting.
The Board of Directors’ members are elected by cumulative voting at
the General Shareholders Meeting for a term until the next annual
meeting. The new membership of the Company’s Board was voted 
and established on April 5, 2017.

On September 29, 2017, the Board of Directors made a decision on 
reelection of the Board Chairman. In accordance with paragraph 
10.8 of Nizhnekamskneftekhim Charter, Vladimir Busygin’s powers 
as the Board Chairman were terminated upon his appeal. Instead, 
the Board of Directors elected Ruslan Shigabutdinov as the Board 
Chairman.
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Title: Chairman of the Board of Directors
Born: 1976
Education: Kazan State University, jurisprudence department
Deputy General Director for Corporate Property and Investments TAIF PSC
Equity interest: none
Ordinary shares: none

Title: Deputy Chairman of the Board of Directors
Born: 1969
Education: Kazan Institute of Chemical Technology
General Director, PJSC Nizhnekamskneftekhim
Equity interest: 0.0004%.
Ordinary shares: 0.0005%.

Born: 1949
Education: Perm Polytechnical Institute, Doctor of Economic Sciences
Title: Deputy General Director for Management and Strategic Development of
Nizhnekamskneftekhim, TAIF PSC (until September 29, 2017)
Equity interest: none
Ordinary shares: none

Ruslan Shigabutdinov

Azat Bikmurzin

Vladimir Busygin

Born: 1964
Education: Kazan Agricultural Institute, Doctor of Economic Sciences
Title: Minister of Finance of the Republic of Tatarstan
Equity interest: none
Ordinary shares: none

Radik Gaizatullin

Born: 1982
Education: Kazan State University
Position: Head of Legal Department TAIF PSC
Equity interest: none
Ordinary shares: none

Albert Latypov

BOARD OF DIRECTORS
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Born: 1950
Education: Zagreb Institute of Economics
Shareholder of Interpetrol SA
Equity interest: none
Ordinary shares: none

Born: 1951
Education: Kazan Institute of Chemical Technology
Title: Deputy General Director Refinery and Petrochemistry TAIF PSC
Equity interest: 0.0005%
Ordinary shares: 0.0006%

Born: 1967
Education: Kazan State University, Candidate of Chemical Sciences
Title: Aide to the President of the Republic of Tatarstan
Equity interest: none
Ordinary shares: none

Naim Mujicic

Vladimir Presnyakov

Rinat Sabirov

Born: 1955
Education: Kazan Institute of Finance and Economics
Title: Deputy General Director for Economics and Finance TAIF PSC
Equity interest: 0.0082%
Ordinary shares: 0.0093%

Guzeliya Safina

Born: 1963
Education: Annamalai University, India
Title: Advisor on refinery and petrochemicals to General Director TAIF PSC
Equity interest: none
Ordinary shares: none

Anand Viswanathan Subramanian

Born: 1958
Education: Gubkin Russian State University of Oil and Gas
Title: General Director PJSC TATNEFT
Equity interest: none
Ordinary shares: none

Nahil Maganov
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2017 CHANGES TO THE BOARD OF DIRECTORS MEMBERSHIP

Members elected by the resolution of the General Shareholders Meeting of April 05, 2017

Ruslan Shigabutdinov Deputy General Director for Corporate Property and Investments TAIF PSC  
(Chairman of Nizhnekamskneftekhim Board of Directors)

Anand Viswanathan Subramanian Advisor on refinery and petrochemicals to General Director TAIF PSC

Membership terminated since April 5, 2017

Nurislam Syubayev Deputy General Director for Strategic Development, PJSC Tatneft

Sergey Alekseyev First Deputy General Director AO Svyazinvestneftekhim

BOARD COMMITTEES

It is the function of the Board Committees to pre-consider matters of high
importance and issue recommendations to the Board of Directors. Both 
Audit Committee and HR and Remuneration Committee operate under the 
Board on a permanent basis.

The committees are composed of active members of the Board of Directors.
Professional experience and business skills are taken into account when
composing the committees.

Georgi Aleksandrov, Secretary of the Board of Directors
Born: 1973

Education: Kazan State University

Title: Head of Corporate Affairs PJSC Nizhnekamskneftekhim

Equity interest: none

Ordinary shares: none
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MANAGEMENT BOARD

Executive bodies, the General Director (Chairman of the Management Board) and the Management Board,  
control day-to-day operations.

Azat Bikmurzin

Chairman of the Management Board

Born: 1969
Education: university degree
Title: General Director PJSC Nizhnekamskneftekhim
Equity interest: 0.0004%
Ordinary shares: 0.0005%

Rustam Akhmetov Born: 1959. Education: university degree
Title: Deputy General Director for Economics and Finance PJSC Nizhnekamskneftekhim
Equity interest: none
Ordinary shares: none

Igor Larionov Born: 1970
Education: university degree, Candidate of Economic Sciences
Title: Deputy General Director, Head of Corporate Property and
Strategic Development Department
Equity interest: 0.0057%
Ordinary shares: 0.0065%

Oleg Nesterov Born: 1960
Education: university degree, Candidate of Engineering Sciences
Title: Deputy General Director for Production Nizhnekamskneftekhim
Equity interest: 0.001%
Ordinary shares: 0.0007%

Aidar Sultanov Born: 1965
Education: university degree
Title: Head of Legal Department PJSC Nizhnekamskneftekhim
Equity interest: none
Ordinary shares: none

Ilfat Sharifullin Born: 1976
Education: university degree
Title: First Deputy General Director - Chief Engineer PJSC Nizhnekamskneftekhim
Equity interest: none
Ordinary shares: none

Timur Shigabutdinov Born: 1983
Education: university degree
Title: Deputy General Director - Commercial Director PJSC Nizhnekamskneftekhim
Equity interest: none
Ordinary shares: none

Vasiliy Shuisky Born: 1957
Education: university degree
Title: Deputy General Director for Human Resources and Social Issues  
PJSC Nizhnekamskneftekhim
Equity interest: 0.0007%
Ordinary shares: 0.00005%

Ilfar Yakhin Born: 1963
Education: university degree, Candidate of Economic Sciences
Title: Chief Accountant PJSC Nizhnekamskneftekhim
Equity interest: 0.0135%
Ordinary shares: 0.003%

BURNING HEARTS, MAKING HISTORY
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2017 CHANGES TO THE MANAGEMENT MEMBERSHIP

INTERNAL AUDIT DEPARTMENT

The functions of the Internal Audit Department include the analysis and
evaluation of the internal control and risk management systems’ 
performance as well as the audit of the applicable corporate governance 
and information systems. The Internal Audit Department reports directly to 
the Board of Directors and Revisory Committee.

In order to evaluate the Company’s Internal Control System as scheduled in 
the approved plan, the Internal Audit Department checked the relevance,
execution and adequacy of the regulation documents used. In accordance 
with the audit findings, recommendations were given to the Company’s 
divisions to eliminate a number of non-compliances revealed. Some 
findings were eliminated in 2017, and the remaining recommendations were 
accepted for execution.

Members elected by the Board of Directors’ resolution of May 23, 2017:

Rustam Akhmetov Deputy General Director for Economics and Finance

Oleg Nesterov Deputy General Director for Production

Timur Shigabutdinov Deputy General Director - Commercial Director

Membership terminated in 2017 
Membership terminated by the Board of Directors’ resolution of May 23, 2017

Akhtyam Amirkhanov Technical Director R&D Center

Vyacheslav Krasnov Director of Ethylene Oxide Plant

Valery Starkov Head of Finance Department

The risk management system introduced and 
applied in the Company was evaluated within 
the scope of the system assessment. The 
evaluation results proved the risk management 
system’s efficiency and adequacy to give the 
full picture of the potential risks and allow 
the management team to timely respond and 
prevent those risks.
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KEY PROVISIONS  
OF REMUNERATION
AND COMPENSATION POLICY

REPORT ON DIVIDEND PAYOUT

A decision on dividend distribution is made 
by the Company’s General Shareholders 
Meeting according to the Board of Directors’ 

According to the «Provision on Principles and
Criteria of Remuneration of the Board 
Members, Committees and Revisory 
Commission of Nizhnekamskneftekhim” 
the remuneration payout is subject to the 
net profit. Remuneration is determined as 
percentage of the Company’s net profit for 
the financial year and of the positive absolute 
capital gain for the working period of the
current Board of Directors, committees and
revisory commission’s members. The 
remuneration amounts are approved by the 
General Shareholders Meeting. Rewards 
of the General Director (Chairman of the 
Management Board) and members of 
the Management Board are paid based 

on the employment agreements entered into between them and 
Nizhnekamskneftekhim.

In 2017, the total sum paid to the Management and Board of Directors’
members amounted to 194,836 thousand rubles, including:

• 98,803 thousand rubles to the Board of Directors
(with the exclusion of government employees)
• 96,033 thousand rubles to the Management Board

For the members representing both the Board of Directors and 
Management Board, the total remuneration amount is included into the 
same of the Company Management member’s amount only.

recommendations. When determining the dividend amount, the Board 
of Directors takes into account the net profit reported in the Company’s 
financial statements according to the Russian accounting standards.

Year Dividend 
per share, RUB

Accruals, 
thousand rubles

Dividend % 
in Net Profit

2012 2.78 5,088,067 30

2013 1.00 1,830,240 30

2014 1.52 2,781,964 30

2015 4.34 7,943,241 30

2016 - - -

DIVIDEND PAYOUT DYNAMICS
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KEY RISK FACTORS

Petrochemical industry prospects depend largely on the
international petrochemical market trends since Russia is
among the major exporters. The key risks may include
changes in demand and prices for raw materials, utilities
and products.

COUNTRY AND
REGIONAL RISKS

There are no risks associated with
geographical features of the country 
and the region in which the Company 
conducts its principal operations as the 
location of the Company is characterized 
by the absence of danger of natural 
disasters. Additionally, considering 
the level of transport infrastructure 
development, there are no risks of 
communication failure associated with 
the difficult geographical accessibility 
and distance. The convenient location 
allows a continuous shipment of products 
from the warehouses of the Company by 
rail road and motor trucks. 

Under current conditions the state of 
domestic chemical and petrochemical 
industries is largely dependent on 
exports. Therefore, the most successful 
segments of the chemical and 
petrochemical complex have been and 
still remain the production units
operating not only for domestic market, 
but also having a strong export potential.

Nizhnekamskneftekhim exports its 
products to over 50 countries of the 
world. The main share of products is 
shipped to the countries of Europe, CIS, 
North America and Asia. In conjunction 
with events around the Crimea the main 
risk is associated with possible imposing 
sectoral sanctions, trade embargo by
the USA and European countries, directed
against petrochemical sector of the 
Russian Federation. However, introducing 
additional sanctions of this kind 
seems unlikely in the age of economic 
globalization, when risks for the party 
imposing sanctions may injure its own
economy badly.
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INDUSTRY RISKS

Nizhnekamskneftekhim runs its 
business in the petrochemical 
industry. Raw materials and energy 
are dominating in the cost structure. 
The key risks may include changes in 
demand and prices for raw materials, 
utilities and products.

According to IHS data, global GDP 
growth was at the level of 3.2% in 2017. 
As forecasted by IHS, the average Brent 
price will reach $59.6 per barrel in 2018, 
i.e. 9% higher than that in the previous 
year. Besides, the average European 
price for naphtha in 2018 is expected to 
show 6% rise as compared with 2017 
prices. In spite of all the uncertainties, 
it is expected that in 2018 the global 
economy will grow by 3.1% at the very 
least. Major drivers are the economic 
gains in the US economy (+2.6%) and 
in the countries of Asia-Pacific Region 
(+5.7%), economic recovery of the EU, 
tire industry expansion coming on the
back of the growth in the automobile 
fleet all around the world and the 
rapid surge in demand for tires in the 
developing countries. All these factors 
provide the basis for stable demand for 
synthetic rubber in 2018.

The severe recession in 2008/2009
depressed the global rubber market.
From then, the demand growth rates 
have not still recovered. Over the
past few years the demand for synthetic 
rubber remains at 2% annually,
while in pre-crisis period it used to rise 
by 2.9 - 4.9% each year. Therewith, the 
current major stocks of natural rubber 
all over the world speak to the fact that 
an upswing in natural rubber prices 
will unlikely occur. These expectations 

and butadiene price forecast may lead to the conclusion that 
isoprene and butadiene rubber prices in 2018 may appear to be 
below those of 2017. The prices for halogenated butyl rubber will 
most probably remain effected by the global supplies expanded 
by new output from the Middle East and Asia, and by the overall 
tightening in the competitive struggle. However, a slight softening 
seems possible in regular butyl rubber prices.

FINANCIAL RISKS

As at the end of the accounting period, Nizhnekamskneftekhim 
had no borrowings in foreign currencies. This keeps the Company 
secured from the risks arising out of the exchange rate fluctuation.

INFLATION RISKS

In 2017, Russia saw the inflation rate at 2.5%, the lowest in the
contemporary history. The next year promises that the rate will 
not exceed 4%. As foreseen by the Central Bank, it’s not going to 
alter grossly in 2019.

In case the inflation dramatically surpasses the anticipations 
of the Russian government, the Company is poised to decrease 
costs, and accounts both payable and receivable.

Nizhnekamskneftekhim devotes much attention to the restraint of 
costs escalation and to estimation of such risk when elaborating 
investment projects and solutions.

BURNING HEARTS, MAKING HISTORY
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43
risk-related

production objects
insured

REPUTATION RISK

In its efforts to minimize the reputation
risk Nizhnekamskneftekhim, within the
business scope, continuously monitors
compliance of its activities with the
legislation of the Russian Federation and
the corporate regulatory documentation, 
as well as reliability and accuracy of the
information, which is made publicly
available or presented to shareholders,
counter-parties, administrative and
inspection authorities, and other 
interested parties, including the 
information for advertising purposes.
Permanent control is carried out over
observance by the Company’s 
employees, subsidiaries and independent 
organizations of the Russian Federation 
legislation as well as the laws of 
anti-money laundering and anti-terrorist 
financing. Besides, the information 
system functions within the
Company to prevent the insider
information from being used by the
persons who have access thereto.
Nizhnekamskneftekhim studies
completeness, reliability and adequacy of
publicly available information and, when
necessary, responds accordingly.

CREDIT RISKS
Company’s potential credit risks are connected with the failure by
counter-parties to fulfill their payment commitments against the 
goods delivered.

Nizhnekamskneftekhim policy stipulates entering into the contract
relations with trustworthy counter-parties only and provides for
advance payment receipt from new customers. For this purpose a
counter-parties’ assessment procedure exists in the Company.
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INSURANCE RISKS

When operating hazardous production
facilities there exists a small risk of 
damage to the Company’s property, up 
to its loss, and the risk of the personal 
injury.

The insurance program is implemented 
and effectively runs with the purpose to 
diminish the damages from the existing 
risks and cover losses. The program 
provides a compulsory third party 
liability insurance for hazardous facilities, 
voluntary property damage insurance 
and private/optional medical insurance.

Property insurance contracts stipulate 
the entire property at reinstatement 
cost after any kind of accidents 
(fire, explosion, natural calamities, 
third-party wrongdoing, aircraft 
crashes, etc.) to secure the coverage 
for Nizhnekamskneftekhim production 
facilities and property interests of its 
shareholders. A significant portion 
of risks is effectively shared with the 
overseas reinsurers. 

Given the hazardous operations being 
licensed, and other organizations’ 
facilities and objects, which may be 
damaged, being sited on the Company’s 
territory, Nizhnekamskneftekhim has 
effected civil liability insurance to safely 
run 43 hazardous production objects.

ENVIRONMENTAL RISKS

Those are the risks of scaled-up environmental impact from newly
constructed facilities and potential ecological degradation in the site
surrounding area.

Environmental safety is of high priority to Nizhnekamskneftekhim.
Environmental measures are regularly practiced in accordance with 
the approved ecological policies.

The Company applies a tried out system to monitor the production
processes and environmental impact therefrom. Approved 
procedures for process parameters monitoring have been developed 
within the scope of the applicable Quality Management System.

Nizhnekamskneftekhim utilizes all appropriate environmental 
facilities. In 2017, the costs for their maintenance amounted to over 
3 billion rubles. Within the frame of the ongoing 4th program 96 
nature protection measures were carried out with over 1 billion 
rubles funded.

The Environmental Management System is certified according 
to ISO 14001. EMS scope covers all the units of the Company’s 
structure.

NIZHNEKAMSKNEFTEKHIM

utilizes all appropriate environmental facilities.  
In 2017, the costs for their maintenance amounted to

> 3,000,000,000 rubles

BURNING HEARTS, MAKING HISTORY
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LEGAL RISKS

There is a number of risks inherent to the Russian legal system. 
Those may be various discrepancies between the legal acts of 
the same and/or different levels, lack of clear interpretation of the 
regulations and competing requirements in jurisdiction related 
thereto, and high authorization degree of the executive agencies.

In the course of business the Company sues and is sued in several
proceedings. Other than that, no claims for liquidation, property
alienation, contestation of licenses or patents prosecuted. Probable
changes to the judicial practice connected with 
Nizhnekamskneftekhim’s business operations, including licensing, 
are considered as insignificant and will not have a material impact 
on its activities. In case of entering changes as said, the Company 
intends to plan its financial and economic activity with consideration 
of these changes. 

RISKS ASSOCIATED WITH CHANGES  
IN CURRENCY LEGISLATION

Unexpected change of currency control can hinder the proper
fulfilment of obligations under the agreements/contracts, concluded
earlier with counterparties (Russian and foreign), providing for the 
need to make payments on them in foreign currency and require the
conclusion of supplements to such agreements/contracts. In 
this regard, the Company is largely dependent on changes in the 
currency legislation. It should be noted that Federal Law No.173-FZ 
dated December 10, 2003 “On Currency Regulation and Currency 
Control”, compared with the previous law, contributed much to 
the rights of participants of foreign economic activity and laid the 
foundation for further liberalization of currency relations. Therefore, 
the probability of deterioration of the Company’s position as a result 
of changes in the currency legislation is unlikely.

RISKS OF CHANGES  
IN TAX LEGISLATION

Nizhnekamskneftekhim is one of the
largest taxpayers in the Republic of
Tatarstan that contributes to the federal,
regional and local budgets.
The most significant changes, which may
adversely affect the Company’s business,
include amendments and addenda to the
tax legislation stipulating the tax rates
increase, as well as introduction of new
taxes. The said changes and other tax-
law amendments may cause an upswing 
in tax payment and, as a consequence, a 
decrease of net profit. Legal risks arising 
out of such changes are considered as 
average. To ensure the compliance with 
the tax legislation in full, the Company 
steadily responds to changes therein 
and to the most extent adheres to the 
production related tax laws.
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APPENDICES

No transactions recognized by the Federal Law “On Joint-Stock Companies” 
as interested party transactions were effected by Nizhnekamskneftekhim 
in 2017.

No transactions recognized by the Federal Law “On Joint-Stock Companies” 
as major ones were effected by Nizhnekamskneftekhim in 2017.

APPENDIX 2
LIST OF TRANSACTIONS RECOGNIZED
BY THE FEDERAL LAW “ON JOINT STOCK
COMPANIES” AS INTERESTED
PARTY TRANSACTIONS

LIST OF TRANSACTIONS RECOGNIZED
BY THE FEDERAL LAW “ON JOINT STOCK
COMPANIES” AS MAJOR
TRANSACTIONS

APPENDIX 1

BURNING HEARTS, MAKING HISTORY
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

1.1 The Company should ensure equal and fair treatment to all its shareholders in the course of their exercise of the right to participate  
in the management of the company.

1.1.1 The Company should create
most favourable conditions for its
shareholders enabling them to
participate in the general meeting
and develop informed positions on
issues on its agenda, as well as
provide them with the opportunity
to coordinate their actions and
express their opinions on issues
being discussed.

1. The internal document of the Company approved by
the General Shareholders Meeting and regulating the
general meeting procedure is publicly available.

2. The Company makes itself available for
communication through a hotline, e-mail or the 
Internet forum, allowing shareholders to express their 
opinion and forward questions regarding the agenda 
in the course of preparation for the General  
Shareholders Meeting. These actions were taken by 
the company on the eve of each meeting that took 
place during the reporting period.

Observed 

APPENDIX 3

REPORT ON CORPORATE GOVERNANCE
CODE COMPLIANCE 

THE BOARD OF DIRECTORS’ STATEMENT
ON CORPORATE GOVERNANCE CODE
COMPLIANCE

Nizhnekamskneftekhim is a major public company and it strives to follow the
advanced standards of Corporate Governance in accordance with
recommendations of Corporate Governance Code of the Bank of Russia and 
the best international practices.

The Report on Corporate Governance Code compliance was reviewed by the 
Board of Directors of Nizhnekamskneftekhim at the meeting on March 11, 2018 
as part of the review and provisional approval of the Company’s Annual Report 
for 2017. Corporate Governance Code compliance was evaluated in accordance 
with recommendations of Bank of Russia on report preparation described in 
letter No. IN-06-52/8 of February 17, 2016 “On disclosure of the Report on 
Corporate Governance Code compliance in the Annual Report of a public 
 joint-stock company.”

The Board of Directors confirms that the data in this Report contains the
comprehensive and reliable information on Company’s compliance with  
Corporate Governance Code principles and recommendations for 2017.
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

1.1.2 Procedures for notification of
the general meeting and provision
of materials for it should enable
the shareholders to be properly
prepared for participation therein.

1. The notice of the General Shareholders Meeting is
posted (published) on the Internet website at least 30
days before the date of the meeting.

2. The notice of the meeting states the venue of the
Meeting and the documents required for admission to
the premises.

3. Shareholders were provided with access to the
information about the persons who proposed the
agenda items and nominated candidates for the 
Board of Directors and the Revisory Commission of 
the Company.

Observed

1.1.3 During the preparation for
and holding of the general meeting,
the shareholders should be able to
freely and timely receive
information about the meeting and
its materials, to pose questions to
members of the company’s
executive bodies and Board of
Directors, and to communicate
with each other.

1. In the reporting period the shareholders were 
offered the opportunity to pose questions to the 
members of the executive bodies and the Board  
of Directors of the Company before and during the 
Annual General Meeting.

2. The position of the Board of Directors (including the
individual documented opinions) on each item of the
agenda of the general meetings held during the
reporting period was included in the documents for 
the General Shareholders Meeting.

3. The Company granted the authorized shareholders
the access to the list of persons entitled to participate 
in the general meeting starting from the date of its  
receipt by the company whenever the general  
meetings were held in the reporting period.

Observed

1.1.4 There should be no unjustified
difficulties preventing shareholders
from exercising their right to
demand that a general meeting be
convened, nominate candidates to
the Company’s governing bodies,
and to place proposals on its 
agenda.

1. In the reporting period the shareholders were
allowed to propose items to be included in the  
agenda of its Annual General Meeting during  
minimum 60 days from the end of a respective 
calendar year.

2. In the reporting period the Company did not refuse
to include these proposals on the agenda or the
candidates to the Company’s bodies due to typos and
other insignificant flaws in the shareholder’s  
proposal.

Observed

1.1.5 Each shareholder should be
able to freely exercise his right to
vote in the most uncomplicated 
and convenient way.

1. The internal document (internal policy) of the
Company contains provisions whereby each
member of the general meeting may, prior to
completion of the relevant meeting, request a copy
of the voting form filled out by him, and certified by
the counting commission.

Observed
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

1.1.6 Procedure for holding a
general meeting set by the
Company should provide an equal
opportunity to all persons
attending the general meeting to
express their opinions and ask
questions that might be of interest
to them.

1. During the reporting period, when holding the
general shareholders meeting in the form of a  
meeting (joint attendance of the shareholders),  
sufficient time was provided to present the reports on 
the agenda and discuss these issues.

2. Candidates to the governance and supervision
bodies of the Company were available for answering
the shareholders questions at the meeting where 
their candidacies were put to the vote.

3. The Board of Directors, when making decisions
related to the preparation and holding of General
Shareholders Meetings, considered the issue of using
telecommunications to provide a remote access to the
shareholders for participation in the general meetings
during the reporting period.

Observed

1.2 The Shareholders should have equal and fair opportunities to participate in the profits of the Company by means of receiving dividends.

1.2.1 The Company should develop
and put in place a transparent and
clear mechanism for determining 
the amount of dividends and their
payment.

1. The dividend policy was developed and disclosed
in the Company after approval by the Board of
Directors.

2. If the Company’s dividend policy uses the
Company’s reporting indicators to determine the
amount of dividends, then the relevant provisions of
the dividend policy take into account the
consolidated financial statements.

Partially
observed

The Company does not see the need 
to use the consolidated profit  
indicator when calculating  
dividends because the indicators 
of the Company’s consolidated net 
profit (in accordance with IFRS) and 
the Company’s net profit under the 
Russian Accounting Standards in 
practice differ insignificantly due to 
the structure of the  
Nizhnekamskneftekhim Group in 
which the company by virtue of the
scale of its activities occupies the 
major share. The Company sees no 
need to change this practice.

1.2.2 The Company should not
make a decision on the dividends
payment, if such decision, without
formally violating limits set by law,
is unjustified from the economic
point of view and might
misrepresent the Company’s
activity.

1. The Company’s dividend policy contains clear
indications of financial/economic circumstances when
the Company should not pay dividends.

Observed

1.2.3 The Company should not
allow deterioration of dividend
rights of its existing shareholders.

1. In the reporting period, the Company did not take
any actions leading to deterioration of dividend rights
of existing shareholders.

Observed
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

1.2.4 The Company should strive
to rule out any ways through
which its shareholders can obtain
any profit or gain at the
company’s expense, other than
distributions of dividends and its
liquidation value.

1. In order to exclude the use by shareholders of other
ways to generate profit (income) at the expense of the
Company in addition to dividends and liquidation  
value, the internal documents of the Company 
establish the monitoring mechanisms that ensure 
the timely identification and approval of transactions 
with persons affiliated (associated) with substantial 
shareholders (persons having the right to dispose 
votes belonging to voting shares), in cases where the 
law does not formally recognize such transactions as 
related party transactions.

Partially
observed

The Charter of the Company
establishes the definition of the
interest and the specifics of making
decisions on transactions wherein
there is an interest in accordance with
the Federal Law “On Joint-Stock
Companies”. The Company sees no
need to change this practice
considering that such approach, in 
the Company’s opinion, reasonably
protects rights and interests of
shareholders.

1.3 The system and practices of corporate governance should ensure equal conditions for all shareholders owning shares of the same class (category),
including minority and foreign shareholders as well as their equal treatment by the Company.

1.3.1 The Company should create
conditions which would enable its
governing bodies and controlling
persons to treat each shareholder
fairly, in particular, which would
rule out the possibility of any
abuse of minority shareholders by
major shareholders.

1. In the reporting period, the procedures for
managing potential conflicts of interest of
substantial shareholders were efficient, and the
Board of Directors paid due attention to conflicts
between shareholders, if there were any.

Observed

1.3.2 The Company should not
perform any acts which will or
might result in artificial
reallocation of corporate
control therein.

1. During the reporting period there were no
quasitreasury shares or they did not participate in
voting.

Observed

1.4 The shareholders should be provided with reliable and efficient means of recording their rights for shares as well as with the opportunity to freely 
dispose of such shares in a non-onerous manner.

1.4.1 The shareholders should be
provided with reliable and efficient
means of recording their rights for
shares as well as with the
opportunity to freely dispose of
such shares in a non-onerous
manner.

1. The quality and reliability of activities carried
out by the Company’s registrar in maintaining
the register of securities’ owners meet the needs
of the Company and its shareholders.

Observed  
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

2.1 The Board of Directors should be in charge of strategic governance of the company, determine major principles and approaches to create a risk
management and internal control system within the company, monitor the activity of the company’s executive bodies, and carry out other key  
functions.

2.1.1 The Board of Directors should
be responsible for decisions to
appoint and remove [members of]
executive bodies, including in
connection with their failure to
properly perform their duties. The
Board of Directors should also
monitor that the Company’s
executive bodies act in accordance
with the approved development
strategy and main business goals 
of the Company.

1. The Board of Directors has the authority embodied
in the Charter to appoint, remove from the office and
determine the terms of contracts with respect to the
members of the executive bodies.

2. The Board of Directors reviewed the report (reports)
of the sole executive body and members of the  
collegial executive body on the implementation of the
Company’s strategy.

Observed

2.1.2 The Board of Directors should
establish basic long-term targets 
of the company’s activity, evaluate 
and approve its key performance
indicators and principal business
goals, as well as evaluate and 
approve its strategy and business 
plans in respect of its principal 
areas of operation.

1. The Board of Directors should establish basic
long-term targets of the company’s activity, evaluate 
and approve its key performance indicators and 
principal business goals, as well as evaluate and 
approve its strategy and business plans in respect of 
its principal areas of operation.

Observed

2.1.3 The Board of Directors
should determine principles of
and approaches to creation of
the risk management and
internal control system in the
Company.

1. The Board of Directors determined the
principles of and approaches to creation of the
risk management and internal control system in
the Company.

2. The Board of Directors assessed the risk
management and internal control system during
the reporting period.

Observed

2.1.4 The Board of Directors
should determine the company’s
policy on remuneration to and/
or reimbursement of costs
incurred by its board members,
members of its executive bodies
and other key managers.

1. The Company developed and implemented the  
policy (policies) approved by the Board of Directors 
on remuneration and reimbursement of costs
(compensation) to the Board members, executive
bodies of the Company and other key managers of 
the Company.

2. During the reporting period, issues related to this
policy (policies) were discussed at the Board  
meetings.

Observed
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

2.1.5 The Board of Directors
should play a key role in
preventing, detecting and
resolving internal conflicts
between the Company’s bodies,
shareholders and employees.

1. The Board of Directors plays a key role in
preventing, detecting and resolving internal conflicts

2. The Company established an identification system
for transactions involving a conflict of interest, and the
system of measures aimed at resolving such conflicts

Observed

2.1.6 The Board of Directors
should play a key role in
procuring that the Company is
transparent, discloses
information in full and in due
time, and provides its
shareholders with unhindered
access to its documents.

1. The Board of Directors approved the information
policy regulation.

2. The Company appointed the persons responsible 
for implementation of the information policy.

Observed

2.1.7 The Board of Directors should
monitor the Company’s corporate
governance practices and play a 
key role in its material corporate 
events.

1. The Board of Directors should monitor the
Company’s corporate governance practices and play 
a key role in its material corporate events.

Observed

2.2 The Board of Directors should be accountable to the Company’s shareholders.

2.2.1 Information about the Board
of Directors’ activity should be
disclosed and provided to the
shareholders.

1. The Annual Report of the Company for the
reporting period includes information on
attendance of meetings of the Board of Directors
and the committees by directors on an individual
basis.

2. The Annual Report contains information on the
main evaluation results of the Board’s activity
conducted during the reporting period.

Partially
observed

The Annual Report does not contain
information on the attendance of
meetings of the Board of Directors 
and committees by individual  
directors due to the lack of  
legislative requirements.
However, the Company publishes
information on decisions made by 
the Board of Directors including 
number of participants on a regular 
basis. The procedure of evaluating 
the Board’s activity is not  
applicable in the Company. As part 
of the established practice, a 
considerable number of the  
Company’s Board members has 
remained unchanged over the past 
years, which ensures a coordinat-
ed work of its participants and the 
absence of conflicts in solving key 
issues. The Company sees no need 
to change this practice.
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

2.2.2 The chairman of the
Board of Directors must be
available to communicate
with the company’s
shareholders.

1. There is a transparent procedure in the Company,
that offers the shareholders an opportunity to send
questions to the Chairman of the Board of Directors
and their opinion on them.

Observed

2.3 The Board of Directors should be an efficient and professional governing body of the Company which is able to make objective and independent
judgements and pass resolutions in the best interests of the Company and its shareholders.

2.3.1 Only persons with impeccable
business and personal reputation
should be elected to the Board of
Directors; such persons should 
also have knowledge, skills, and
experience necessary to make
decisions that fall within the
jurisdiction of the Board of
Directors and to perform its
functions efficiently.

1. Company-specific procedure to evaluate the  
efficiency of work of the Board of Directors includes 
inter alia the evaluation of professional qualifications 
of the Board members.

2. During the reporting period, the Board of Directors
(or its nominations committee) evaluated candidates 
for the Board of Directors membership with regard to 
their experience, knowledge, business reputation, no 
conflict of interest, etc.

Partially
observed

The Company has no formal procedure 
of evaluating the work of the Board of
Directors. As part of the established
practice, a considerable number of the
Company’s Board members has  
remained unchanged over the past 
years, which ensures a coordinated 
work of its participants and the absence 
of conflicts in solving key issues. As part 
of its work in the reporting year, the 
Board of Directors considered the  
proposals of shareholders on  
nominations to the Board proposed for 
election at the General Shareholders 
Meeting of the Company, based on their 
experience, knowledge, business  
reputation, lack of conflict of interest.

2.3.2 Board members should be
elected pursuant to a transparent
procedure enabling the
shareholders to obtain information
about respective candidates
sufficient for them to get an idea of
the candidates’ personal and
professional qualities.

1. In the reporting period, each time when holding the
General Shareholders Meeting, the agenda of which
included issues on the election of the Board of Directors, 
the Company provided the shareholders with  
biographical data of all nominees to the Board of 
Directors, the results of such candidates evaluation by 
the Board of Directors (or its nominations committee), and 
the information on the nominees’ compliance with the 
criteria of independence pursuant to the Code  
recommendations 102-107 and written consent of  
candidates to be elected to the Board of Directors.

Partially
observed

In the reporting year, materials for the
General Shareholders Meeting of the
Company included basic biographical
data of candidates to the Board of
Directors membership and written
consent of candidates for election to the
Board of Directors, but they did not
include the results of the evaluation of
such candidates due to the lack of 
requirements for inclusion of
independent directors to the Board of
Directors.

2.3.3 The composition of the
Board of Directors should be
balanced, in particular, in terms of
qualifications, expertise, and
business skills of its members. The
Board of Directors should have
credibility of the shareholders.

1. In the context of the evaluation procedure of the
Board of Directors performance during the reporting
period, the Board of Directors analyzed its own needs
with regard to professional qualifications, experience
and business skills.

Partially
observed

The procedure of evaluating the
performance of the Board of Directors is
not applicable in the Company. As part 
of the established practice, a  
considerable number of the  
Company’s Board members has  
remained unchanged over the past 
years, which ensures a coordinated 
work of its participants and the absence 
of conflicts in solving key issues.  
When considering candidates
nominated by shareholders for the
position of a member of the Board of
Directors, their professional
qualifications, experience and business
skills are taken into account, which in
practice leads to the Board being  
balanced on all main Company activities.
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Principles of Corporate
Governance

Evaluation criteria of corporate governance
principles’ compliance

Status of
compliance

Reason for deviation

2.3.4 The membership of the Board
of Directors of the Company must
enable the Board to organize its
activities in a most efficient way, in
particular, to create committees of
the Board of Directors, as well as 
to enable substantial minority
shareholders of the company to 
elect a candidate to the Board of 
Directors for whom they would 
vote.

1. In the context of the evaluation procedure of the
Board of Directors performance during the reporting
period, the Board of Directors considered the issue of
compliance of the quantitative composition of the
Board with the needs of the Company and the 
interests of shareholders.

Nonobservance The Charter of the Company
establishes that the number of
Board members of the Company is
11 persons. The Board of Directors
believes that this number is
sufficient to organize an efficient
work meeting the needs of the
Company and the interests of
shareholders. The Board of
Directors did not consider the issue
of compliance of the quantitative
composition of the Board of
Directors with the needs of the
Company and the interests of
shareholders due to the fact that in
the reporting year there were no
proposals from the shareholders of
the Company to change the number
of the Board members.

2.4 The Board of Directors should include a sufficient number of independent directors.

2.4.1 An independent director
should mean any person who 
has professional skills and 
expertise and is sufficiently able 
to have his/her own position and 
make objective and bona fide 
judgements, free from the  
influence of the company’s  
executive bodies, any individual 
group of its shareholders or 
other stakeholders. It should be 
noted that, under normal  
circumstances,
a candidate (or an elected  
member of the Board of  
Directors) cannot be deemed to 
be independent, if he/she is  
associated with the Company, 
any of its substantial  
shareholders, material trading 
partners or competitors, or the 
government.

1. During the reporting period, all independent
members of the Board of Directors met all
independence criteria specified in the Code
recommendations 102-107 or were recognized as
independent by the decision of the Board of 
Directors.

Observed
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Evaluation criteria of corporate governance
principles’ compliance
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2.4.2 It is recommended to evaluate
whether candidates nominated to
the Board of Directors meet the
independence criteria as well as to
review, on a regular basis, whether
or not independent Board  
members meet the independence 
criteria. When carrying out such 
evaluation, substance should take 
precedence over form.

1. In the reporting period, the Board of Directors (or 
the Board committee on nominations) formed an 
opinion on the independence of each candidate to 
the Board of Directors and presented the respective 
conclusion to shareholders.

2. During the reporting period, the Board of Directors
(or the nominations committee of the Board) at least
once reviewed the independence of the existing 
members of the Board of Directors, whom the  
Company indicates in its Annual Report as  
independent directors.

3. The Company developed the procedures that 
define the necessary actions of the Board member in 
the event that he ceases to be independent including 
the obligation to promptly inform the Board of  
Directors to this effect.

Partially
observed

Due to the fact that Company’s shares 
are not included into quotation part of
securities listed by PAO Moscow
Exchange and there are also no
requirements on the presence of
independent directors in the Company’s
Board of Directors, in the reporting
period the Board of Directors did not
evaluate independence of existing
members of the Board of Directors and
no information on independence of
candidacies to the Company’s Board of
Directors was provided to shareholders.
The Company sees no need to change 
this practice.

2.4.3 Independent directors should
account for at least one third of all
directors elected to the Board of
Directors.

1. Independent directors make up at least one-third
of the Board of Directors

Nonobservance Company’s shares are not included into
quotation part of securities listed by 
PAO Moscow Exchange and there are 
also no requirements on the presence 
of independent directors in the  
Company’s Board of Directors. The 
existing membership of the Board of 
Directors was elected in accordance 
with the proposals of shareholders.

2.4.4 Independent directors
should play a key role in
prevention of internal conflicts in
the Company and performance
by the latter of material corporate
actions.

1. Independent directors (who have no conflict of
interest) tentatively assess material corporate actions
related to a possible conflict of interest, and the 
results of such an assessment are provided to the 
Board of Directors.

Nonobservance Within the established practice of the
Company’s Board of Directors,  
agenda items, including those related 
to material corporate actions, are
reviewed by all members of the 
Board of Directors, including  
independent ones.

2.5 The chairman of the Board of Directors should help it carry out the functions imposed thereon in a most efficient manner.

2.5.1 It is recommended to either elect
an independent director to the
position of the chairman of the Board
of Directors or identify the senior
independent director among the
company’s independent directors 
who would coordinate work of the
independent directors and liaise with
the chairman of the Board of
Directors.

1. The Chairman of the Board of Directors is an
independent director, or a senior independent director
was appointed from among the independent  
directors.

2. The role, rights and duties of the Chairman of the
Board of Directors (and, if applicable, the senior
independent director) are duly defined in the internal
documents of the Company.

Partially
observed

In light of established corporate
governance model and practice and 
due to the lack of statutory  
requirements a Chairman of the  
Company’s Board of Directors was not  
independent, and senior independent 
director was not determined in the 
Board of Directors in the reporting 
period. The existing membership of 
the Board of Directors was elected 
in accordance with the proposals of 
shareholders.
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2.5.2 The Board chairman
should ensure that Board
meetings are held in a
constructive atmosphere and
that any items on the meeting
agenda are discussed freely.
The chairman should also
monitor fulfilment of decisions
made by the Board of
Directors.

1.The efficiency of the work of the Board Chairman
was evaluated in the context of the procedure for
evaluating the performance of the Board of
Directors in the reporting period.

Nonobservance In light of established corporate
governance model and practice and
due to the lack of statutory
requirements, the Company has no
procedure for assessment of work
efficiency of Board of Directors and
its Chairman. Acting Chairman of the
Board of Directors has an extensive
experience as a Board Chairman in
other large companies (including
public ones), due to the fact,
Company sees no need in conducting
of the procedure.

2.5.3 The Chairman of the Board of
Directors should take any and all
measures as may be required to
provide the Board members in a
timely fashion with information
required to make decisions on 
issues on the agenda.

1. The duty of the Board Chairman to take measures to
ensure the timely provision of materials to members 
of the Board of Directors on the agenda of the Board
meeting is stipulated in the Company’s internal
documents.

Observed

2.6 Board members must act reasonably and in good faith in the best interests of the Company and its shareholders, being sufficiently informed,
with due care and diligence.

2.6.1 Board members should make
decisions considering all available
information, in the absence of a
conflict of interest, treating
shareholders of the company 
equally, and assuming normal 
business risks.

1. The internal documents of the Company read that a
member of the Board of Directors should notify the
Board of Directors if he has a conflict of interest with
respect to any item on the agenda of a meeting of the
Board of Directors or the committee of the Board 
before the discussion of the relevant agenda item.

2. Internal documents of the Company stipulate that a
member of the Board of Directors should refrain from
voting on any issue in which he has a conflict of 
interest.

3. The Company has established the procedure that
allows the Board of Directors to receive professional
advice on matters within its competence at the  
expense of the Company.

Observed

2.6.2 Rights and duties of Board
members should be clearly stated
and documented in the company’s
internal documents.

1. The Company adopted and published the internal
document that clearly defines the rights and duties of
the members of the Board of Directors.

Observed
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2.6.3 Board members should have
sufficient time to perform their
duties.

1. Individual attendance of the Board meetings and the
committees as well as the time devoted to  
preparing for participation in the meetings was taken 
into account in the procedure for evaluating the Board 
of Directors in the reporting period.

2. In accordance with the Company’s internal
documents, the members of the Board of Directors 
are obliged to notify the Board of Directors of their
intention to join the management bodies of other
organizations (in addition to the Company’s 
associated and related organizations), as well as the 
fact of such appointment.

Partially
observed

The internal documents of the
Company do not provide for the
obligation of a member of the Board 
of Directors to notify the Board of
Directors of his intention to become a
member of the management bodies 
of other organizations due to the lack 
of legislative requirements, but the
Regulations on the Board of Directors
of the Company establish the  
obligation of the members of the 
Board to timely inform the Company 
of their affiliation and changes in it, 
such a procedure ensures, in the  
Company’s opinion, a sufficient level 
of the Board’s awareness on the 
issue.

2.6.4 All Board members should
have equal opportunity to access
the Company’s documents and
information. Newly elected Board
members should be provided with
sufficient information about the
Company and work of its Board of
Directors as soon as practicable.

1. In accordance with the Company’s internal
documents, members of the Board of Directors have 
the right of access to documents and make inquiries
concerning the Company and organizations under its
control, and the executive bodies of the Company 
must provide relevant information and documents.

2. The Company has a formalized program of
familiarization activities for newly elected members of
the Board of Directors.

Observed

2.7 Meetings of the Board of Directors, preparation for them, and participation of Board members therein should ensure efficient work of the Board.

2.7.1 It is recommended to hold
meetings of the Board of Directors
as needed, with due account of the
Company’s scope of activities and
its then current goals.

1. The Board of Directors held at least six
meetings for the reporting year.

Observed

2.7.2 It is recommended to develop 
a procedure for preparing for and
holding meetings of the Board of
Directors and set it out in the
Company’s internal documents. 
The above procedure should  
enable the shareholders to get 
prepared properly for such  
meetings.

1. The Company has approved the internal document
determining the procedure for preparing and holding
the meetings of the Board of Directors, which also
stipulates that notice of the meeting should be 
made, as a rule, at least 5 days before the date of the 
meeting.

Observed
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2.7.3 The form of a meeting of the
Board of Directors should be
determined with due account of
importance of issues on the agenda
of the meeting. Most important
issues should be decided at the
meetings held in person.

1. The Charter or the internal document of the  
Company stipulates that the most important issues  
(according to the list given in recommendation 168 
of the Code) should be considered at the in-person 
meetings of the Board.

Partially
observed

The Regulations on the Board of
Directors of the Company identify the
issues where the decisions cannot be
taken by absentee voting. Some of these
issues are included in the list given in
recommendation 168 of the Code.
Existing Charter and Regulation on the
Board of Directors was approved by the
decision of General Shareholders
Meeting. The Company received no
proposals with respect to the issue from
shareholders in the reporting period.

2.7.4 Decisions on most important
issues relating to the Company’s
business should be made at a
meeting of the Board of Directors
by a qualified majority vote or by a
majority vote of all elected Board
members.

1. The Charter of the Company stipulates that decisions
on the most important issues set forth in
recommendation 170 of the Code should be taken at 
the Board meeting by a qualified majority of at least 
three quarters of votes or by a majority of all elected 
members of the Board of Directors.

Nonobservance The Charter of the Company has not
established this criterion. The decisions 
on the issues under consideration are 
taken by voting in accordance with the
requirements of the Federal Law “On
Joint-Stock Companies”. Existing Charter
was approved by the decision of General
Shareholders Meeting. The Company
received no proposals with respect 
to the issue from shareholders in the 
reporting period.

2.8 The Board of Directors should form committees for preliminary consideration of most important issues of the company’s business.

2.8.1 For the purpose of preliminary
consideration of any matters of
control over the Company’s
financial and business activities, it is
recommended to form an audit
committee comprised of
independent directors.

1. The Board of Directors formed the Audit  
Committee consisting of independent directors 
only.

2. The internal documents of the Company set out 
the tasks of the Audit Committee including, among 
other things, the tasks contained in  
recommendation 172 of the Code.

3. At least one member of the Audit Committee, 
being an independent director, has experience and
knowledge in preparation, analysis, evaluation and
audit of accounting (financial) statements.

4. The meetings of the Audit Committee were held 
at least quarterly during the reporting period.

Partially
observed

Existing Audit Committee was composed
of the members of the Company’s Board
of Directors. No Independent Directors
were engaged into Audit Committee of
the Company based on the fact that
Company’s shares are not included into
quotation part of securities listed by PAO
Moscow Exchange and in this context no
requirements on the presence of
independent directors in the Company’s
Board of Directors are present. In the
Company’s judgement the qualification 
of the current membership of the  
Committee enables it to make  
reasonable and informed decisions  
taking into account the business  
experience of the members of the 
Committee. The Regulations on the Audit 
Committee of the Company’s Board 
establish the tasks and competencies 
partially in line with recommendations 
of the Code. The Board of Directors 
doesn’t see a reasonability to change 
this practice.
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2.8.2 For the purpose of
preliminary consideration of any
matters of development of
efficient and transparent
remuneration practices, it is
recommended to form a
remuneration committee
comprised of independent
directors and chaired by an
independent director who should
not concurrently be the Board
chairman.

1. The Board of Directors formed the Remuneration
Committee consisting of independent directors only.

2. The Chairman of the Remuneration Committee
is an independent director being not the Chairman
of the board of directors.

3. The internal documents of the Company set out
the tasks of the Remuneration Committee including,
among other things, the tasks contained
in recommendation 180 of the Code.

Partially
observed

Existing HR and Remuneration
Committee was composed of the  
members of the Company’s Board of  
Directors. No Independent Directors 
were engaged into HR and  
Remuneration Committee of the  
Company based on the fact that 
Company’s shares are not included into 
quotation part of securities listed by PAO 
Moscow Exchange and in this context 
no requirements on the presence of 
independent directors in the Company’s 
Board of Directors are present. In the 
Company’s judgement the qualification 
of the current membership of the  
Committee enables it to make  
reasonable and informed decisions  
taking into account the business  
experience of the members of the  
Committee. The Regulations on the HR 
and Remuneration Committee of the 
Company’s Board establish the tasks 
and competencies partially in line with 
recommendations of the Code. The 
Board of Directors doesn’t see a 
reasonability to change this practice.

2.8.3 For the purpose of
preliminary consideration of any
matters relating to human
resources planning (making plans
regarding successor directors),
professional composition and
efficiency of the Board of Directors,
it is recommended to form a
nominating committee (a
committee on nominations,
appointments and human
resources) with a majority of its
members being independent
directors.

1. The Board of Directors established a Committee on
Nominations (or its tasks specified in recommendation
186 of the Code are implemented within the scope of
another committee), the majority of its members are
independent directors.

2. The internal documents of the Company define the
tasks of the Nomination Committee (or the
corresponding committee with the integral functions)
including, among other things, the tasks contained in
recommendation 186 of the Code.

Partially
observed

Existing HR and Remuneration
Committee was composed of the  
members of the Company’s Board of  
Directors. No Independent Directors 
were engaged into HR and 
Remuneration Committee of the  
Company based on the fact that 
Company’s shares are not included into 
quotation part of securities listed by PAO 
Moscow Exchange and in this context 
no requirements on the presence of 
independent directors in the Company’s 
Board of Directors are present. In the 
Company’s judgement the qualification 
of the current membership of the  
Committee enables it to make 
reasonable and informed decisions 
taking into account the business 
experience of the members of the  
Committee. The Regulations on the HR 
and Remuneration Committee of the  
Company’s Board establish the tasks 
and competencies partially in line with 
recommendations of the Code. The 
Board of Directors doesn’t see a  
reasonability to change this practice.
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2.8.4 Taking account of its scope 
of activities and levels of related 
risks, Company’s Board proved 
that the membership of its 
Committees is fully complied with 
Company’s mission. Any additional 
committees were either formed 
or were not deemed necessary (a 
strategy committee, a corporate 
governance committee, an ethics 
committee, a risk management 
committee, a budget committee or 
a committee on health, security 
and environment, etc).

1. In the reporting period, the Board of Directors of the
Company addressed the issue of the compliance of its
committees with the tasks of the Board of Directors 
and the objectives of the Company’s activities. Any
additional committees were either formed or were not
deemed necessary.

Observed

2.8.5 The composition of the
committees should be
determined in such a way that it
would allow a comprehensive
discussion of issues being
considered on a preliminary
basis with due account of
differing opinions.

1.Committees of the Board of Directors are headed by
independent directors

2. The internal documents (policies) of the Company
stipulate provisions according to which the persons
who are not the members of the Audit Committee,
the Nomination Committee and the Remuneration
Committee, can attend the committee meetings only
at the invitation of the chairman of the relevant
committee.

Partially
observed

Committees of the Board of Directors
of the Company in the reporting year
were not headed by independent
directors since there were no
independent directors in the
committees. In the judgement of the
Company, the qualification of the
current Chairman of the Audit
Committee and the Chairman of the
HR and Remuneration Committee
allows making reasonable and
balanced decisions in the interests of
the Company and shareholders. The
Regulations on the Audit Committee
and the Regulations on the HR and
Remuneration Committee stipulate
the right of committees to invite
managers, other officials and
employees of the Company to their
meetings, but they do not specify that
such an invitation is made only by the
chairman of the respective  
committee. In reality the lists of those 
invited to participate in the meeting of 
the committee are coordinated with 
the chairman of the committee.

2.8.6 The chairmen of the
committees should inform the
Board of Directors and its
chairman of the work of their
committees on a regular basis.

1. During the reporting period, the chairmen of
the committees regularly reported on the work of
the committees to the Board of Directors.

Observed
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2.9 The Board of Directors should procure evaluation of quality of its work and that of its committees and Board members.

2.9.1 Evaluation of quality of the
Board of Directors’ work should be
aimed at determining how  
efficiently the Board of Directors, 
its committees and Board  
members work and whether their 
work meets the Company’s needs, 
as well as at making their work 
more intensive and identifying 
areas of improvement.

1. The self-assessment or external evaluation of the
work of the Board was carried out during the  
reporting period and included the evaluation of the 
work of committees, individual members of the Board 
and the Board of Directors in the whole.

2. The results of the self-assessment or external
evaluation of the Board of Directors conducted during
the reporting period were reviewed at the physical
meeting of the Board of Directors.

Nonobservance The Company has no formalized
procedure for evaluation of the 
work of the Board of Directors 
in light of established corporate 
governance model and practice 
and due to the lack of legislative 
requirements but the work of the 
Board committees is evaluated on a 
regular basis. As part of the  
established practice, a
considerable number of the
Company’s Board members has
remained unchanged over the past
years, which ensures a coordinated
work of its participants and the
absence of conflicts in solving key
issues. The Company’s  
shareholders moved no offers to 
carry out a procedure for evaluation 
of Board of Directors efficiency in 
the reporting period.

2.9.2 Quality of work of the Board
of Directors, its committees and
Board members should be
evaluated on a regular basis, at
least once a year. To carry out an
independent evaluation of the
quality of the Board of Directors’
work, it is recommended to retain
a third party entity (consultant)
on a regular basis, at least once
every three years.

1. At least once the Company employed an external
organization (consultant) to conduct an independent
evaluation of the work quality of the Board of
Directors during the last three reporting periods.

Nonobservance During the last three reporting
periods, the Company did not  
employ an external organization 
(consultant) to conduct an  
independent evaluation of the work 
of the Board of Directors
in light of established corporate
governance model and practice and
due to the lack of legislative
requirements. A considerable 
number of the Company’s Board 
members has remained unchanged 
over the past years, which ensures a 
coordinated work of its  
participants and the absence of 
conflicts in solving key issues. The 
Company does not have plans to 
employ an external organization 
to evaluate the work quality of the 
Board of Directors. The Company’s 
shareholders moved no offers to 
carry out a procedure for  
evaluation of Board of Directors  
efficiency in the reporting period 
with the involvement of a third party.
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3.1 The Company’s corporate secretary shall be responsible for efficient interaction with its shareholders, coordination of the Company’s actions
designed to protect the rights and interests of its shareholders, and support of efficient work of its Board of Directors.

3.1.1 The corporate secretary 
should have knowledge,  
experience, and qualifications  
sufficient for performance of his/ 
her duties, as well as an  
impeccable reputation and should 
enjoy the trust of the shareholders.

11. The Company adopted and disclosed an internal
document - regulations on the corporate secretary.
2. The Company’s website and the Annual Report
include the biographical information of the corporate
secretary, with the same level of detail as for  
members of the Board of Directors and the executive 
management of the Company.

Partially
observed

The Company does not have a
corporate secretary position. His
main functions are performed by
the secretary of the Board of
Directors. The rights and
responsibilities of the secretary of
the Board are established in the
Regulations on the Board of
Directors of the Company and
considerably comply with rights
and responsibilities of corporate
secretary.

3.1.2 The corporate secretary 
should be sufficiently independent 
of the Company’s executive bodies 
and be vested with powers and 
resources required to perform his/
her tasks.

1. The Board of Directors approves the
appointment, dismissal and additional
remuneration of the corporate secretary.

Partially
observed

The Company does not have a
corporate secretary position. His
main functions are performed 
by the secretary of the Board of 
Directors.
The secretary of the Board of
Directors is appointed by the
decision of the Board of Directors 
of the Company, additional
remuneration of the Secretary is
considered by the Board of  
Directors.

4.1 The level of remuneration paid by the Company should be sufficient to enable it to attract, motivate, and retain persons having required skills 
and qualifications. Remuneration due to Board members, the executive bodies, and other key managers of the Company should be paid in  
accordance with a remuneration policy approved by the Company.

4.1.1 It is recommended that the
level of remuneration paid by the
Company to its Board members,
executive bodies, and other key
managers should be sufficient to
motivate them to work efficiently
and enable the Company to  
attract and retain knowledgeable, 
skilled, and duly qualified  
persons. The Company should 
avoid setting the level of  
remuneration any higher than 
necessary, as well as an  
excessively large gap between 
the level of remuneration of any 
of the above persons and that of 
the Company’s employees.

1. The Company has adopted an internal
document (documents) - a policy (policies) for
the remuneration of members of the Board of
Directors, executive bodies and other key
executives, which clearly defines the approaches
to remuneration of the said individuals.

Observed
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4.1.2 The Company’s
remuneration policy should be
developed by its remuneration
committee and approved by the
Board of Directors. With the
help of its remuneration
committee, the Board of
Directors should monitor
implementation of and
compliance with the
remuneration policy by the
Company and, should this be
necessary, review and amend the
same.

1. During the reporting period, the Remuneration
Committee reviewed the remuneration policy
(policies) and practices of its (their) implementation
and submitted appropriate recommendations to the
Board of Directors where relevant.

Observed

4.1.3 The Company’s
remuneration policy should
provide for transparent
mechanisms to be used to
determine the amount of
remuneration due to members of
the Board of Directors, the
executive bodies, and other key
managers of the Company, as 
well as to regulate any and all 
types of payments, benefits, and 
privileges provided to any of the 
above persons.

1. The Company’s remuneration policy (policies)  
contains (contain) transparent mechanisms to  
determine the remuneration of members of the board 
of directors, executive bodies and other key  
management personnel of the Company, and  
regulates (regulate) all types of payments, benefits 
and privileges granted to such individuals.

Observed

4.1.4 The Company is  
recommended to develop a 
policy on reimbursement of 
expenses which would contain 
a list of reimbursable expenses 
and specify service levels  
provided to members of the 
board of directors, the executive 
bodies, and other key managers 
of the Company. Such policy 
can form part of the Company’s 
policy on compensations

1. The remuneration policy or other internal  
documents of the Company prescribe the rules for 
reimbursement of expenses of members of the Board, 
executive bodies and other key management person-
nel of the Company

Observed
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4.2 The system of remuneration of Board members should ensure harmonisation of financial interests of the directors with long-term financial inter-
ests of the shareholders.

4.2.1 A fixed annual fee shall be a
preferred form of monetary
remuneration of the Board  
members. It is not advisable to pay 
a fee for participation in individual 
meetings of the Board of Directors 
or its committees. It is not  
advisable to use any form of 
short-term incentives or additional 
financial incentives in respect of 
Board members.

1. Fixed annual remuneration was the only monetary
form of remuneration for the members of the Board
for their work on the Board of Directors during the
reporting period.

Partially
observed

According to the principles and criteria of
remuneration of the Board members
accepted in the Company, the
remuneration is not fixed but a variable
one that is calculated on the basis of a
number of indicators, that, in Company’s
opinion, is a good motivation. In
accordance with Regulations on the 
Board of Directors of the Company, 
the members of the Board of Directors 
are not entitled to receive any other 
remuneration and (or) compensation for 
the performance of their duties of the 
members of the Board of Directors, with 
the exception of remuneration and (or) 
compensation of expenses received by 
the decision of the General  
Shareholders Meeting. In the reporting 
year, the General Director of the  
Company being a member of the Board 
of Directors received the remuneration 
as the employee of the Company in  
accordance with the employment 
contract.

4.2.2 Long-term ownership of shares 
in the Company contributes most to
aligning financial interests of Board
members with long-term interests of
the Company’s shareholders.  
However, it is not recommended to 
make the right to dispose of shares 
dependent on the achievement by 
the Company of certain performance 
results; nor should Board members 
take part in the Company’s option 
plans.

1. If the internal document (documents), i.e. the
Company’s remuneration policy (policies), call for the
provision of Company shares to the members of the
Board of Directors, clear rules for the ownership of
shares by the Board members should be provided 
and disclosed, aimed at encouraging the long-term
ownership of such shares.

Observed

4.2.3 It is not recommended to
provide for any additional
allowance or compensation in the
event of early dismissal of Board
members in connection with a
change of control over the
Company or other circumstances.

1. It is not recommended to provide for any
additional allowance or compensation in the event
of early dismissal of Board members in connection
with a change of control over the Company or other
circumstances.

Observed
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4.3 The system of remuneration due to the executive bodies and other key managers of the Company should provide that their remuneration is
dependent on the Company’s performance results and their personal contributions to the achievement thereof.

4.3.1 Remuneration due to the
executive bodies and other key
managers of the Company should 
be set in such a way as to procure 
a reasonable and justified ratio
between its fixed portion and its
variable portion that is dependent
on the Company’s performance
results and employees’ personal
(individual) contributions to the
achievement thereof.

1. During the reporting period, the annual  
performance indicators approved by the Board of 
Directors were used to determine the amount of 
 variable compensation for the members of the 
executive bodies and other key management  
personnel of the Company.

2. In the course of the last evaluation of the
remuneration system for the members of the  
executive bodies and other key management  
personnel of the Company, the Board of Directors 
(Remuneration Committee) was satisfied that the 
Company uses an effective ratio of the fixed part of 
the remuneration and the variable part of the  
remuneration.

3. The Company has established the procedure, that
ensures the return to the Company of bonus  
payments wrongfully received by the members of 
the executive bodies and other key executives of the 
Company.

Partially
observed

The Company has adopted the principles
and criteria for remuneration of members
of the Management Board whereby the
amount of remuneration is determined
based on the planned indicator of the
Company’s net profit approved by the
Board of Directors for the financial year.
Remuneration to the members of the
Management Board is paid only for the
performance of their duties as  
employees of the Company in  
accordance with the concluded labor 
contracts and the regulations on  
bonuses to employees of the Company 
that stipulates the use of the key  
performance indicators approved by the
Board of Directors to determine the  
bonus rate. The Company does not have 
a procedure that ensures the return 
to the Company of bonus payments 
wrongfully received by members of the 
executive bodies and other key  
executives of the Company. The 
Company does not see any need in it, 
as in practice the Company does not 
pay remuneration for the performance 
of Management Board duties to its 
members.

4.3.2 Companies whose shares are
admitted to trading at organised
markets are recommended to put
in place a long-term incentive
programme for the Company’s
executive bodies and other key
managers involving the Company’s
shares (or options or other
derivative financial instruments the
underlying assets for which are the
Company’s shares).

1. The Company introduced a long-term motivation
program for the members of the executive bodies and
other key executives of the Company using the
Company’s shares (financial instruments based on 
the shares of the Company).

2. The long-term motivation program for the  
members of the executive bodies and other key  
management personnel of the Company stipulates 
that the right to sell shares and other financial  
instruments used in the program comes not earlier 
than three years from the date of their provision.  
Besides, the right to sell them is based on the 
achievement of certain performance indicators of the 
Company.

Nonobservance The Company does not have a  
motivation program for the members of 
the executive bodies using the  
Company’s shares or financial  
instruments based on them.  
Remuneration to the members of the 
Management Board is paid for the  
performance of their duties as  
employees of the Company in  
accordance with the concluded labor 
contracts and the regulations on 
bonuses to employees of the Company 
that stipulates the use of the key
performance indicators approved by 
the Board of Directors to determine the 
bonus rate. The Company holds the 
view that existing remuneration system 
enables engagement and retention of 
experienced and qualified specialists.
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4.3.3 The amount of severance pay
(so-called “golden parachute”)  
payable by the Company in the event 
of early dismissal of an executive 
body or other key manager at the 
initiative of the Company, provided 
that there have been no bad faith 
actions on the part of such person, 
should not exceed two times the 
fixed portion of his/her annual 
remuneration.

1. The amount of severance pay (golden parachute) 
paid by the Company in case of early termination 
of powers to members of executive bodies or key 
executives on the initiative of the Company and in the 
absence of unfair acts on their part in the reporting 
period did not exceed twice the fixed part of the  
annual remuneration.

Observed

5.1 The Company should have in place an efficient risk management and internal control system designed to provide reasonable confidence that the
Company’s goals will be achieved.

5.1.1 The Company’s Board of
Directors determined the principles
of and approaches to creation of 
the risk management and internal
control system in the Company.

1. The functions of various management bodies and
divisions of the Company within the system of risk
management and internal control are clearly defined 
in the internal documents / relevant policies of the
Company, approved by the Board of Directors.

Observed

5.1.2 The Company’s executive bodies
should ensure the establishment and
continuing operation of the efficient
risk management and internal 
control system in the Company.

1. The executive bodies of the Company ensured
distribution of functions and powers with regard to
risk management and internal control between the
managers (supervisors) of divisions and departments
accountable to them.

Observed

5.1.3 The Company’s risk
management and internal control
system should enable one to 
obtain an objective, fair and clear 
view of the current condition and 
prospects of the Company,  
integrity and transparency of its 
accounts and reports, and  
reasonableness and acceptability 
of risks being assumed by the 
Company.

1. The Company adopted the anticorruption policy.

2. The Company organized an accessible way of
informing the Board of Directors or the Audit
Committee of the Board about the facts of violation of
the legislation, internal procedures, the ethics code of
the Company.

Observed

5.1.4 The Board of Directors is
recommended to take required and
sufficient measures to procure that
the existing risk management and
internal control system of the
Company is consistent with the
principles of and approaches to its
creation as set forth by the Board 
of Directors and that it operates
efficiently.

1. During the reporting period, the Board of Directors
or the Audit Committee of the Board of Directors
assessed the efficiency of the Company’s risk
management and internal control system. Information
on the main results of such assessment is included in
the Annual Report of the Company.

Observed
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5.2 To independently evaluate, on a regular basis, reliability and efficiency of the risk management and internal control system and corporate
governance practices, the Company should arrange for internal audits.

5.2.1 To conduct an internal audit a
separate structural division is formed
in the Company or an independent
third-party entity is involved. The
functional and administrative
accountability of the internal audit
division is delineated. The internal
audit division is functionally
subordinate to the Board of Directors.

1. To conduct an internal audit the Company formed a
separate internal audit division that is functionally
accountable to the Board of Directors or the Audit
Committee, or an independent external organization is
involved with the same principle of accountability.

Observed

5.2.2 When carrying out an internal
audit, it is recommended to evaluate
efficiency of the internal control
system and the risk management
system, as well as to evaluate
corporate governance. The  
Company applies common 
performance standards applicable 
to internal audit.

1. During the reporting period, within the framework
of the internal audit, an assessment was made to
determine the efficiency of the internal control and
risk management system.

2. The Company uses common approaches to the
internal control and risk management.

Observed

6.1 The Company and its activities should be transparent to its shareholders, investors, and other stakeholders.

6.1.1 The Company should develop
and implement an information
policy enabling the Company to
efficiently exchange information
with its shareholders, investors,
and other stakeholders.

1. The Company’s Board of Directors approved the
Company’s information policy based on the Code
recommendations.

2. The Board of Directors (or one of its committees)
considered the issues related to the Company’s
compliance with its information policy at least once
during the reporting period.

Observed

6.1.2 The Company should disclose
information on its corporate
governance system and practices,
including detailed information on
compliance with the principles and
recommendations of this Code.

1. The Company discloses the information on the
corporate governance system and the general principles 
of corporate governance applicable in the Company. The
same is posted on the Company’s website.

2. The Company discloses the information on the
composition of the executive bodies and the Board of
Directors, on the independence of the Board members 
and their membership in the Board committees (in 
accordance with the definition of the Code).

3. In the event that there is an entity controlling the
Company, the Company publishes a memorandum of the
controlling entity regarding the plans of such entity with
respect to corporate governance.

Partially
observed

The Company does not have a
memorandum of the controlling  
entity regarding the plans of such  
entity with respect to corporate  
governance because the controlling 
entity did not inform the Company 
about his plans for corporate  
governance.
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6.2 The Company should disclose, on a timely basis, full, updated and reliable information about itself so as to enable its shareholders and investors to
make informed decisions.

6.2.1 The Company should
disclose information in
accordance with the principles
of regularity, consistency and
timeliness, as well as
accessibility, reliability,
completeness and
comparability of disclosed data.

1. The information policy of the Company defines
approaches and criteria for determining the information 
that could have a significant impact on assessment of the
Company and the value of its securities, and the procedures
that ensure the timely disclosure of such information.

2. In case the securities of the Company are circulated on 
the foreign organized markets, the disclosure of material
information in the Russian Federation and on such markets 
is made in the synchronous and equivalent manner during 
the reporting year.

3. If foreign shareholders own a significant number of 
shares of the Company then during the reporting year the
information was disclosed not only in Russian but also in 
one of the most common foreign languages.

Partially
observed

The Company provides information 
on the results of its activities that may 
influence the Company’s assessment 
and the value of its securities in  
accordance with requirements of the 
law as well as the established practice 
of communicating with stakeholders 
based on the balance of convenience 
principle stipulated in the  
Regulations on the information policy. 
In the reporting year, the Company’s 
website, Annual Report, Consolidated 
Financial Statements and the main 
news were also presented in English.

6.2.2 The Company is advised
against using a formalistic
approach to information
disclosure; it should disclose
material information on its
activities, even if disclosure of
such information is not required
by law.

1. During the reporting period, the Company disclosed
its annual and semi-annual financial statements
prepared in accordance with IFRS. The Annual Report
of the Company for the reporting period includes 
annual financial statements prepared in accordance 
with IFRS together with an auditor’s report.

2. The Company discloses complete information on 
the Company’s capital structure in accordance with 
the Code recommendation 290 in the Annual Report 
and on the Company’s Internet site.

Partially
observed

Annual and semi-annual IFRS reports
were disclosed by the Company in the
reporting year. Since the reporting is
available on the Company’s website, 
the Company does not see the need to  
include it additionally in the Annual  
Report. The Company does not  
disclose full information on the  
Company’s capital structure in  
accordance with recommendation 290 
of the Code in the Annual Report and 
on the Company’s Internet website 
due to lack of legislative requirements. 
Besides, the Company discloses key 
information on its capital structure 
within Issuer’s Reports regularly  
disclosed by the Company on  
quarterly basis.

6.2.3 The Company’s Annual
Report, as one of the most
important tools of its information
exchange with its shareholders 
and other stakeholders, should 
contain information enabling one 
to evaluate the Company’s
performance results for the year.

1. The Annual Report of the Company includes
information on key aspects of the Company’s  
operating activities and its financial results.

2. The Annual Report of the Company contains
information on the environmental and social aspects 
of the Company’s activities.

Partially
observed

Company’s Annual Report includes key
information on business operations 
and financial performance, as well as 
on activities in the field of social  
development and environmental  
safety. The Company doesn’t see the 
need to re-disclose this information in 
detail within the Annual Report due to 
the fact that this information is  
regularly disclosed in detail as a part of 
news and press releases, published on  
Company’s corporate website.
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6.3 The Company should provide information and documents requested by its shareholders in accordance with the principle of equal and
unhindered accessibility.

6.3.1 Exercise by the
shareholders of their right to
access the Company’s
documents and information
should not be unreasonably
burdensome.

1. Information policy of the Company defines an
unburdensome procedure for providing the
shareholders with an access to the information
including the information on the entities controlled by
the Company, at the request of shareholders.

Observed

6.3.2 When providing information to
its shareholders, the Company 
should maintain a reasonable 
balance between the interests of 
individual shareholders and its own 
interests related to the fact that the 
Company is interested in keeping 
confidential sensitive business 
information that might have a  
material impact on its  
competitiveness.

1. During the reporting period, the Company did not
refuse to satisfy the shareholders’ requests for
information or such refusals were justified.

2. In cases determined by the information policy of 
the Company, the shareholders are notified of the
confidential nature of information and assume the
responsibility to preserve its confidentiality.

Observed

7.1 Any actions which will or may materially affect the Company’s share capital structure and its financial position and, accordingly, the position of its
shareholders (“material corporate actions”) should be taken on fair terms and conditions ensuring that the rights and interests of the shareholders as 
well as other stakeholders are observed.

7.1.1 Material corporate actions shall
be deemed to include  
reorganisation of the Company, 
acquisition of 30 or more percent 
of its voting shares (takeover), 
entering by the Company into any 
material transactions, increasing or 
decreasing its share capital, listing 
and delisting of its shares, as well 
as other actions which might result 
in material changes in rights of its 
shareholders or violation of their 
interests. It is recommended
to include in the Company’s articles
of association a list of (criteria for
identifying) transactions or other
actions falling within the category 
of material corporate actions and
provide therein that decisions on 
any such actions should fall within 
the jurisdiction of the Company’s 
Board of Directors.

1. The Company’s Charter defines a list of transactions
or other actions that are material corporate actions 
and the criteria for determining thereof. Decisions on
material corporate actions are within the competence 
of the Board of Directors. In cases where the
implementation of these corporate actions is directly
attributed by the legislation to the competence of the
General Shareholders Meeting, the Board of Directors
provides shareholders with appropriate
recommendations.

2. The Charter of the Company qualifies the following 
as material corporate actions: reorganization of the
Company, acquisition of 30 or more percent of the
Company’s voting shares (takeover), material
transactions by the Company, increase or decrease of
the Charter capital of the Company, listing and  
delisting of the Company’s shares.

Observed
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7.1.2 The Board of Directors
should play a key role in passing
resolutions or making
recommendations relating to
material corporate actions; for
that purpose, it should rely on
opinions of the Company’s
independent directors.

1. The Company established the procedure whereby
independent directors state their position on material
corporate actions prior to approval thereof.

Nonobservance The Company has no formal  
procedure whereby independent  
directors state their position on mate-
rial corporate actions prior to approval 
thereof, due to the fact that in practice 
members of the Board of Directors, 
participating in the Board of Directors 
meeting, including independent ones, 
express their opinion in discussion of 
the agenda items.

7.1.3 When taking any material
corporate actions which would
affect rights or legitimate  
interests of the Company’s 
shareholders, equal terms and 
conditions should be ensured 
for all of the shareholders; if 
statutory mechanisms designed 
to protect the shareholder rights 
prove to be insufficient for that 
purpose, additional measures 
should be taken with a view to 
protecting the rights and  
legitimate interests of the  
Company’s shareholders. In
such instances, the Company
should not only seek to comply
with the formal requirements of
law but should also be guided by
the principles of corporate
governance set out in the Code.

1. Based on the specifics of the Company’s  
activities, the Charter of the Company established 
lower minimum criteria for classifying the 
transactions of the Company as material corporate 
actions than those provided for by law.

2. During the reporting period, all material corporate
actions went through a confirmation process before
they were implemented.

Partially
observed

With respect to material corporate
actions, the Company follows the
requirements of the legislation due to
the fact that in Company’s opinion, 
the legislation requirements  
reasonably protect rights and legal 
interests of shareholders, and there is 
no need to change this practice.

7.2 The Company should have in place such a procedure for taking any material corporate actions that would enable its shareholders to receive full
information about such actions in due time and influence them, and that would also guarantee that the shareholder rights are observed and duly
protected in the course of taking such actions.

7.2.1 When disclosing information
about material corporate actions,  
it is recommended to give  
explanations concerning reasons
for, conditions and consequences
of such actions.

1. During the reporting period, the Company promptly
and in detail disclosed the information about the
Company’s material corporate actions including the
grounds and timing of such actions.

Observed
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7.2.2 Rules and procedures in
relation to material corporate
actions taken by the Company
should be set out in its internal
documents.

1. The internal documents of the Company provide
for the procedure for attracting an independent
appraiser to determine the value of property  
alienated or acquired under a major transaction or an
interested party transaction.

2. The internal documents of the Company provide
for the procedure for attracting an independent
appraiser to estimate the cost of acquiring and  
repurchasing the Company’s shares.

3. The internal documents of the Company provide
for an extensive list of grounds whereby the Board
members of the Company and other persons
prescribed by law are recognized as being interested
in transactions of the Company.

Partially
observed

The Company follows the  
requirements of the legislation that 
establishes the need to engage an 
independent appraiser, but such 
procedure is not formalized by the 
Company’s internal documents. In 
practice the Company engages an 
independent appraiser to evaluate 
the cost of property being sold
or purchased. The Charter of the
Company establishes the definition of
the interested-party interest in
accordance with the Federal Law “On
Joint-Stock Companies”. The  
Company considers this approach as 
duly protecting the rights and  
legitimate interests of shareholders.
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