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Looking forward to the 50th
anniversary of the Company's first
product release, I am confident that
despite tough economic environment
we are currently facing,
consolidation of the personnel,
management and shareholders’
efforts will allow Nizhnekamskneftekhim 
to celebrate the jubilee with new
accomplishments in operation,
financial and social spheres to ensure
further sustainable development.
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Dear shareholders, investors, and partners,

2016 was a successful year for PJSC «Nizhnekamskneftekhim». 
In pursuing the strategic target that combined facilities revamp, 
product portfolio enlargement and new technologies implementation 
to strengthen positions in the domestic and international markets, 
we managed to evaluate adequately the market capabilities and take
prompt major decisions. The flexible process chains and ultimate
efficiency allowed us to quickly respond to any challenges.

2016 was noteworthy for the release of the 3 millionth metric ton
of butyl rubber and the 10 millionth metric ton of isoprene rubber.
The Company continued expanding capacities of isoprene rubber
and the relevant processing stages.

The synergy of Nizhnekamskneftekhim, TAIF-NK, TGK-16 and
Kazanorgsintez, based on the mutually beneficial cooperation in
raw materials, semi-products and utilities supply, has a positive
effect on the business results of our companies.
Over the years SIBUR Holding has been a reliable raw materials
supplier to Nizhnekamskneftekhim. Our partnership is actively
developing.

I would make particular mention of the cooperation between
the Company and TATNEFT in LNG and iso-butane supplies,
and also in Nizhnekamskneftekhim’s products sales to
TATNEFT tire plants.

Natural result of the efforts the Company made in 2016 is its
financial and economic performance, and its market
capitalization growth.

Such achievements would not have been possible without
confidence and support our initiatives receive from Rustam
Minnikhanov, the President of the Republic of Tatarstan, as well as
from TAIF management, shareholders and our partners. 
An important role therein was played by the members of the Board 
of Directors, who, with their concerted efforts, determined the
course, instruments and methods for the strategic tasks fulfillment.
To fully meet our customers' requirements we are focused on
achieving maximum conversion rates and expanding the product
range. This is where we see our future development. 
To effectively implement this task we are working on the
construction project of the state-of-the-art olefin complex which
will increase the ethylene annual capacity to 1.8 million metric
tons and plastics annual capacity to 2.5 million metric tons.

Highly effective core production contributed significantly to the
prosperity of our country, republic and town. The total amount of
the taxes and payments to the budgets of all levels exceeded
16.3 billion rubles.

Vladimir Busygin
Chairman of the Board of Directors

Our business growth was accompanied by the improvement of HSE
management practices. In 2016, the Company allocated over 
1.2 billion rubles for implementing environment protection measures.
These measures prevented the discharges of 2.6 million m3 of
waste water and over 1.2 thousand tons of pollutants. Another
notable event in 2016 was the completion of the 1st stage of the
large-scale revamp project for the biological treatment plant.
In the accounting year we kept maintaining the high level of the
personnel’s social safety. All our social and incentive programs are
staff-oriented so that the Company could benefit from the best
expertise available. Following the decision by TAIF management
to construct housing units for the employees, 477 apartments
were distributed between the families of petrochemical workers 
in 2016. Particular attention is paid to the employees’ professional
and personal growth. Mentoring and coaching system is in place to
help the new personnel.

The Company participated in all regional and local events such as
celebrating the 50th anniversary of Nizhnekamsk. 283 million rubles
were allocated for the reconstruction of the Kama river
embankment, for the restoration and landscaping of the area
adjoining the Svyatoy Kluch spring, and for maintenance of the
roads. 500 million rubles were earmarked to restore the historical
and cultural monuments of Tatarstan. With the aim to support
sports the Company renders charitable assistance in organizing 
international sport events, republican and municipal competitions
and games. Nizhnekamskneftekhim, still providing support to the
football and hockey clubs of Neftekhimik, became the primary
sponsor of Rubin football club in 2016.

Looking forward to the 50th anniversary of the Company's first
product release, I am confident that despite tough economic
environment we are currently facing, consolidation of the
personnel, management and shareholders’ efforts will allow
Nizhnekamskneftekhim to celebrate the jubilee with new
accomplishments in operation, financial and social spheres to
ensure further sustainable development.

CHAIRMAN OF THE BOARD OF DIRECTORS’ ADDRESS
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We take responsibility for the sustainable 
development of the Company and feel 
determined to further apply best efforts 
to meet the demands of our investors 
and the market, as well as the society as 
a whole. Our shareholders and partners 
have always been our most reliable pillars 
of support and a strategic resource. 
As we work together we'll be able 
to address any challenges.



77

Dear colleagues and partners,
The results of the year 2016 clearly demonstrate the Company's strong
potential for growth and sustainability, as well as its resources to
effectively function in rapidly evolving environment.
The commercial production increased by 2% over the previous year.
The Company produced over 665 thousand metric tons of rubbers
and 725 thousand metric tons of plastics. The net sales for the
accounting period exceeded 153 billion rubles, i.e. 1.9% more than
a year earlier.

The last year major events include commissioning of the revamped
linear alpha-olefins plant, the new fifth dissolver at butyl rubber plant,
propylene treatment unit at plastics plant and ethylene glycol treatment
unit at ethylene oxide plant.

The Company took a big step from the trial run to the commercial
production of rotomolding polyethylene used for the production
of caps and bonnets, and piping anticorrosion coating applications.
The Company is currently launching the production of bi-modal
polyethylene used for power cable applications.

Nizhnekamskneftekhim remains committed to business efficiency
growth along with the high level of social responsibility.
In the accounting year the Company was recognized by the Investor
Awards as a winner in nomination "The Best Corporate

Development Strategy" and won the prize of the competition
"Top 100 Russia’s Best Organizations. Ecology and Environment
Management". Following the results of the annual competition
"Energy Effective Equipment and Technology" the Company was
recognized with diplomas for the use of new linear alpha-olefins
technology at oligomers plant and electronic turbo-compressors
control system at synthetic rubbers plant.

The staff's high skills, devotion, the management team’s
competence and the stable focus on the efficiency growth in all
business directions have been the key to the success of our
Company which is celebrating the 50th anniversary of its first
product release.

In the short term we'll take further positive steps to expand
the competitive products capacities, improve the management system, 
and implement state-of-the-art process control systems.

We take responsibility for the sustainable development of the
Company and feel determined to further apply best efforts to meet
the demands of our investors and the market, as well as the society
as a whole. Our shareholders and partners have always been our
most reliable pillars of support and a strategic resource. As we
work together we'll be able to address any challenges.

Azat Bikmurzin
General Director

GENERAL DIRECTOR'S ADDRESS
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POSITION IN THE INDUSTRY

MARKET REVIEW

A change in certain macroeconomic indicators 
in 2016 shows first signs of the economic 
recovery in Russia.
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The inflation rate significantly declined, and the ruble 
exchange rate got stabilized.

It should be noted that while there were these positive
trends, the household incomes were declining which
resulted in lower retail turnover and reduced housing
construction volumes. A further drop in household
incomes may pose risks for the consumer demand
and restrict the potential growth of petrochemicals
consumption in the domestic market.

There has been a significant slowing of GDP decline 
rate in Russia. For the first time in the crisis period 
the commercial production showed a rise after the 
recession of 2015. Moreover, the upswing turned out to 
be considerably higher in the Company’s critical areas, 
specifically in rubber and plastic articles manufacture and 
chemicals production.
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RUBBERS
The international market, consuming about 90%
of the rubbers produced by the Company,
showed stable demand supported by growth of
the major global tire and automotive markets.

In 2016 synthetic rubbers prices tended to slightly rise
influenced by the futures quotation dynamics for crude
oil and natural rubber, as well as the prices for
monomers used in rubbers production. Thus, despite
the fact that last year the average global oil prices were
lower than a year before, they happened to rebound
from the level of the early 2016. Prices for the natural
rubber, the analogue of a synthetic one, tended to
grow as well. Particular surge occurred in Q4 2016 due
to upswing in the Asian natural rubber market which
was driven, among others, both by the reduced supply
due to the decline in production in Thailand, and 13.7%
rise in passenger and commercial vehicles’ sales in
China. Among other factor of impact on rubber
demand and prices in the region we should mention
more stringent shipping rules introduced in China,
which resulted in the commercial vehicle fleet
enlargement and higher demand for truck tires. The
growth of prices for butadiene and the feed for
butadiene rubber plants, further accelerated in Q4 due
to the Asian rise in demand and short supplies, which
scaled up prices in the other markets too.

Despite the lingering uncertainty in the global economy,
steady demand for synthetic rubbers is expected to be
maintained in 2017. The major drivers are the growing
economy in the USA and Asia-Pacific Region, the
European Union economy recovery and the tire
industry expansion attributable to the growth in the
automobile fleet all around the world and the increase
in overall traffic.

Subject to possible adjustments in the early 2017, the
average prices for isoprene and butadiene rubbers are
expected to exceed 2016 level owing to the stable
demand and higher prices foreseen for the natural
rubber and butadiene, as well as due to the time lag in
pricing mechanisms. In its turn, both the increased
global supplies driven by the new facilities launch in the
Middle East, and growing competition between
suppliers will most likely induce pressure on the prices
for halobutyl rubber.

Potential risk factors for the international synthetic
rubbers market in 2017 may include a possible
slowdown in the Chinese economy and fewer cars sales,
resulting from the higher new motor vehicle tax
introduced in 2017, the dumping duty on tires imposed
in the USA, deepening recession in Brazil and stronger
competition on the butyl rubber market.

13.7 %

Growth in cars 
and commercial vehicles 
sales in China

2016

Share of the Company's
exported rubbers

90  %˜
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The Russian Federation remains the key market for the
plastics produced by the Company. In 2016 the overall
consumption of polyethylene and polypropylene in the
Russian market increased following the overall
domestic capacity increase. Last year the weak ruble
had a deterrent effect on imports and fueled the use of
domestic products, which resulted in 8% increase in
their output. At the same time the total polypropylene
use in the home market grew by 15.1%. Throughout
the year the polypropylene market showed the stable
positive demand dynamics particularly those for food
film applications pushed by import substitution.

Polyethylene market expanded by 5.1% by virtue of
raise in films and packaging demand. The demand could
have been even higher if it had not been for the
ongoing tendency to reduce the use of PE piping on
account of recession in the construction industry and
the drop in housing and utility infrastructure
investments. Nevertheless it’s noteworthy that the
decline rate for PE piping applications decelerated
compared to 2015.

In the second half of the reported year the film
segment of HDPE market moved into an oversupply
position due to the overall output increase in Russia,
driven by non-stop operation of the petrochemical
industry facilities, following the period of shutdowns
and unstable work some of the manufacturers had
been experiencing in previous years.

Both this factor and the emergence of a new player in
the Middle Asia, whose film grade PE deliveries to
Russia pushed the supply up, exerted a pressure on the
Russian prices.

Unlike the polyethylene and polypropylene markets,
the one for polystyrene showed no growth in 2016.
That was caused by contraction of the market for 
heatsealing materials used for building applications, 
which in turn was affected by the reduced housing
construction volumes. In spite of the fact, decline rate
in heat insulation materials sector decelerated in 2016.
The market is expected to recover and start growing in
2017 driven by the demand from the major
infrastructure projects and execution of the roadmap
timeline which is aimed at promotion of energy
efficiency in buildings and which was approved by the
Russian Federation government.

The demand for plastics in 2017 is expected to be
stable. The uptrend in the polypropylene market will
continue. At the beginning of the year HDPE market
may face a certain slowdown caused by the need to
process the stock accumulated at the end of 2016.
However, thereafter the demand is expected to revive.
In 2017 polymer prices will be influenced by the
national currency dynamics and potentially stronger
competition.

8 %

Growth of the 
Russian
polyolefins capacity

2016

PLASTICS
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EXPANSION OF SALES

Throughout 2016 the Company maintained the leading
position in polymers supplies. The total sales rose by
1.9% compared to 2015, specifically by 2.8% in the
domestic market and by 0.8% in the international one.
Nizhnekamskneftekhim produces a wide range of
synthetic rubbers, plastics and other petrochemicals used
by the leading domestic and international customers in
more than 50 countries of Europe, America and South-
East Asia. The Company enters the top 10 world's
producers of synthetic rubbers and is a leader in isoprene
rubber industry with 45.1% share in the global market.
Besides Nizhnekamskneftekhim is the world’s third
largest supplier of butyl rubber with 16.4% share and
covers 5.6% of the global butadiene rubber market.

The Company’s traditional product segment of
synthetic rubbers covered around 41% of 2016 sales.

More than one third, equal to 36.5% of revenue, was
gained from plastics sales, and around 23% from the
other products and services. Internal and export sales
stood at parity. Thus, in 2016 the internal sales made
up 52%, while the export sales constituted 48%. The
major export directions are the regions of Europe,
Asia and the CIS. Totally the Company exported its
products to 51 countries.

Synthetic rubbers

The Company produces a wide range of synthetic 
rubbers including isoprene, butyl, chlorobutyl, 
bromobutyl rubbers and neodymium and lithium based 
butadiene rubbers.

High quality of the products, reliability and continuous
pursuit of perfection made Nizhnekamskneftekhim 
the world’s comprehensive supplier of synthetic rubber.

In 2016, the Company’s international synthetic rubber
sales amounted to over 88%. 75% were distributed
between the major Russian and foreign customers.

As to the rubbers segment, there are two directions
where the Company sees its development in the short
term: to expand its capacity of SKI-3 isoprene rubber and
halobutyl rubber.

Plans are underway to start commercialization of
functionalized styrene butadiene rubber using solution
polymerization process.

SYNTHETIC RUBBERS SALES STRUCTURE, %
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market sales
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4.20.70.7
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Plastics

Nizhnekamskneftekhim is the largest Russian producer of 
styrene plastics, one of the major producers of polyolefins 
including LLDPE. The Company is a leader in propylene 
copolymers production and supply to the home market. 
All plastics plants are designed and constructed under 
foreign licenses for the recognized process technologies. 
They are furnished with the b imported packaged 
equipment to guarantee the high quality of the products. 
The great product mix ensures that a suitable grade can 
be chosen for the most of applications. High quality, 
stable production process and reliable deliveries maintain 
a high level of confidence among the leading domestic 
processors and enhance trust in the products.

PLASTICS SALES STRUCTURE, %

85%
sales in Russia

Nizhnekamskneftekhim is the second largest producer 
of plastics in the Russian Federation

Other petrochemicals

High value-added olefin-based products and
their derivatives provide the Company with
the status of one of the leading national
petrochemical enterprises.

In this segment the Company makes sales of monomers, 
polyethers, glycols and glycol ethers, propylene 
trimers and tetramers, surfactants and others. 
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 2016, over 70% of products of this segment were sold 
in the Russian Federation.

OTHER PETROCHEMICALS SALES STRUCTURE, %
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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.

Nizhnekamskneftekhim and TAIF-NK refinery are
integrated into a single process chain. Their co-location in
the same industrial area ensures that the need for
naphtha is completely covered by TAIF-NK. The contract
for supply of the entire TAIF-NK’s naphtha output to
Nizhnekamskneftekhim is effective till 2030.

One of the Company’s major raw materials suppliers is 
TANECO, a member of TATNEFT Group, which is likewise 
located close to Nizhnekamskneftekhim and supplies LNG 
via pipeline. The Contract with TANECO for LNG supply is 
effective till 2023.

The contract between GAZPROM’s raw materials 
suppliers and Nizhnekamskneftekhim for hydrocarbons 
delivery is effective till 2023.

Nizhnekamskneftekhim in total receives over 77% of
raw materials under the long term contracts. The
demand for other raw materials is covered with the
railway deliveries by LUKOIL, SIBUR Holding and
ROSNEFT.

Utilities

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

Electricity is purchased on the retail markets from the
independent provider PEST and guaranteed supplier
TATENERGOSBYT. PEST supplies electricity for the basic
production operations whereas the purchase from
TATENERGOSBYT is not so considerable and intended
generally for separate social infrastructure facilities.
Electricity prices from both companies are market-based
and not regulated. Purchase and sales volumes are not 
restricted.

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. So far 
there has never been a need for gas above the limit.

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
8%) 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.
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Business Priorities

THE COMPANY’S STRATEGIC TARGETS CORRESPOND TO THE DEVELOPMENT STRATEGY OF THE CHEMICAL

AND PETROCHEMICAL COMPLEX OF THE RUSSIAN FEDERATION AND TATARSTAN REPUBLIC

Mission
Production and sales of competitive petrochemicals and
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.

The Company’s development strategy is based on expansion of integrated association within 
the existing business model. According to the strategic program scheduled till 2025, 
process and managerial solutions are defined to:

• maximize the downstream hydrocarbons processing to produce new products
• enlarge the product portfolio
• improve the quality of the products to meet the customers' requirements

The Company strives to produce the products in the
most effective and safe manner so that they could
meet the demand of the society and contribute to the
prosperity of the society and steady territorial
development, as well as improve the quality of life of
the workers and their families.

DEVELOPMENT STRATEGY OF THE RUSSIAN CHEMICAL 
AND PETROCHEMICALCOMPLEX

STRATEGIC PROGRAM 
OF NIZHNEKAMSKNEFTEKHIM DEVELOPMENT

PROGRAM OF GAS AND PETROCHEMICAL COMPLEX
DEVELOPMENT IN TATARSTAN

STRATEGY OF SOCIAL AND ECONOMIC DEVELOPMENT
OF TATARSTAN TILL 2030

CONCEPT OF CREATING THE TERRITORIAL INDUSTRIAL
INNOVATION CENTER INNOKAM
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THE COMPANY’S STRATEGIC TARGETS CORRESPOND TO THE DEVELOPMENT STRATEGY OF THE CHEMICAL

AND PETROCHEMICAL COMPLEX OF THE RUSSIAN FEDERATION AND TATARSTAN REPUBLIC

Strengthening the
Company's position of 
a diversified producer of
synthetic rubbers in the
global market

Expansion of synthetic rubbers
production (isoprene, butyl,
halobutyl, butadiene, styrene-
butadiene rubbers)
Revamp and capacities increase
for the existing monomers plants
(butadiene, iso-butylene, 
isoprene)

Rubbers capacity expansion to 
1 million metric tons per annum
by 2021

Strengthening the status 
of a major player in the
Russian and CIS’s plastics
markets Imports 
substitution

Construction of the grassroots
olefins complex of 1.2 million
metric tons per annum capacity
with the downstream plastics
plants (polyethylene,
polypropylene and polystyrene)

Ethylene capacity expansion to 1.2
million metric tons per annum by 
2021 and to 1.8 million metric tons 
per annum by 2025 
Plastics capacity increase to 1.5 
million metric tons per annum by 
2021 and to 2.5 million metric tons 
per annum by 2025

Phasing out the sales of
the low value-added
products

Execution of by  - products
processing projects

Cutting down the low-margin
production to the economically
acceptable level ensured by
technologies development

Environmental
safety and energy
efficiency

Implementation of ecological 
program for 2014–2020 period

Implementation of energy 
conservation program for 2016 – 
2020 period

Preventing:
• air pollutants emission  - 

2.8 thous. mt;
• waste water discharge to water 

bodies  - 55.1 mln m3;
• pollutants discharge to water 

bodies  - 6.5 thous. mt ;
• generation of non-recyclable 

wastes  - 1.7 thous. mt;
• generation of recyclable wastes - 

20.7 thous. mt.

Savings:
Electricity  - 31.7 mln kWh 
Heat power - 606 thous. Gcal 
Fuel  - 25 thous. mt of equivalent fuel

Strategic targets Business priorities Expected outcome
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Development
prospects

NIZHNEKAMSKNEFTEKHIM

HOLDS A STRONG LEADING POSITION IN THE DOMESTIC MARKET

OF SYNTHETIC RUBBERS, PLASTICS AND ETHYLENE

mln. TPA mln. TPA

mln. TPA

mln. TPA

mln. TPA

by 2021

by 2021

by 2021

by 2021

by 2021

by 2021

1

1

1.5

2.5

1.2

1.8

Rubbers
capacity
expansion
to

Plastics
capacity
expansion
to

Ethylene
capacity
expansion
to

mln. TPA
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Development
prospects

NIZHNEKAMSKNEFTEKHIM

HOLDS A STRONG LEADING POSITION IN THE DOMESTIC MARKET

OF SYNTHETIC RUBBERS, PLASTICS AND ETHYLENE

 

Factors of investment   attractiveness

 THE LARGEST PETROCHEMICAL
COMPLEX IN RUSSIA

HIGHLY COMPETITIVE PRODUCTS
AND STEADY MARKET DEMAND

LOW PRODUCTION COSTS

INVESTMENTS IN
STATE-OF-THE-ART TECHNOLOGIES

STRONG FINANCIAL POSITION

• among 10 Europe’s largest 
petrochemical enterprises

• major player in the global rubber market
• second largest producer of plastics in Russia

• sustained growth in the global demand 
for rubbers

• ongoing relatively low use of plastics in 
Russia which guarantees potential growth

• economies of scale
• high integration level of the plants on a 

common site ensures minimum internal 
logistics and infrastructure costs

• close location to the refinery, i.e. optimal 
raw materials logistics

• revamp of alpha-olefins plant
• new polyethylene products release
• development of styrene butadiene rubber 

technology

• geographic diversification of markets 
guarantees half revenue gained from exports

• high profitability
• zero debt as per year end
• good liquidity

1   

2   

3   

4   

5   
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ENVIRONMENTAL POLICY

Nizhnekamskneftekhim's management
carries out serious measures to reduce the
adverse impact on the environment and
informs the community of Nizhnekamsk
about the Company's nature conservation
activities and monitoring results on a regular
basis.

Being a corporate citizen, the Company covers the
environmental protection issues for the mass media
and is actively involved in competitions and meetings.
To cover the implementation of environmental
measures, 33 articles were published, 58 reports
were broadcast on TV and 43 stories were run on
Neftekhim radio channel last year. Ecological
monitoring summaries were weekly published in
Neftekhimik newspaper. Thus, 49 summaries were
released in 2016. Special press releases are regularly
posted on the corporate portal.

In 2016, the Company's representatives took
part in the following events:
• March 21 - Meeting with S.E. Donskoy, the Minister 

for Natural Resources and Ecology, to address 
ecology issues in the framework of Year of Ecology in 
Russia (2017);

• January 19 - Joint meeting of the board of the 
Ministry of Ecology and Natural Resources of the 
Republic of Tatarstan and the Federal Service 
Administration for the Management of Natural 
Resources in the Republic of Tatarstan, where 2015 
results and targets for 2016 were reviewed;

• Conference in Moscow on the issues of importance 
of air monitoring and emissions control implemented 
by the industrial enterprises under amended Federal 
Law No.119-FZ;

• IX Russian Conference "Ecology and Production. 
Development prospects for Economic Mechanisms 
of Environmental Protection" in St. Petersburg;

• October 28 – International conference on research 
and application "Earth Charter is a key to resolve 
fundamental problems of sustainability" held in 
Kazan, with Nizhnekamskneftekhim reporting on 
its measures initiated for environmental safety and 
social responsibility;

• Seminars organized by the Department of the 
Federal Service for Supervision of Natural Resource 
Management in Tatarstan on the issues related to 
the registration of the facilities adversely affecting 
the environment , and payment of ecological 
accruals for 2016, based on the performance;

• Meetings with inter-agency working group 
appointed to provide environmentally secure 
development of Nizhnekamsk industrial zone. 
Reporting on the progress of revamping the bio 
treatment plant.

Nizhnekamskneftekhim aims to respond efficiently to
the complaints from Nizhnekamsk residents and the
Company’s employees. Compliance with the
environmental legislation is controlled through the
inspections and audits conducted by both the
supervising authorities and the Company’s
environmental protection department.
In 2016, supervising authorities performed 
22 inspections, 9 of which were carried out by the
Department of the Federal Service for Supervision of
Natural Resource Management in Tatarstan, 7 – by the
local department of Federal Service for Consumer
Rights Protection and Human Welfare in Tatarstan, 
2 – by the Volga Interregional Territorial Administration 
on Nuclear and Radiation Safety, 4 – by the Regional 
Administration of the Ministry of Natural Resources and 
Ecology.

COMMITMENT
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Running the production process,
Nizhnekamskneftekhim observes the
environmental safety requirements and
operates all relevant protection facilities:
• water effluents and storm runoffs are neutralized 

and treated in the in-house treatment units;
• production premises are equipped with the special 

local units to pre-treat and neutralize heavily 
polluted effluents;

• after treatment or neutralization most off-gases are 
vented to the atmosphere,

The resulting by-products from main lines are utilized
as raw material to produce other products and steam,
or used as a fuel. Solid or pasty wastes of III and IV
hazard class, for proper disposal or treatment of 
which no acceptable technologies are available, are 
deposited to the in-house landfill or transferred to 
special disposal companies. A sludge dewatering unit 
is arranged downstream of the biological treatment.

 

Through primary and bio-treatment of effluents,
reservoirs are provided for settling and temporary 
storage of the household and process sludge. Advanced 
water circulating system allows reducing the need for 
fresh water used as a cooling agent by 5 times.

Environment conditions are monitored by the
departmental laboratories licensed and accredited to
control emissions and survey ambient conditions.
Automated air pollution monitoring system has been
functioning since 2008. Four stationary air monitoring
units have been arranged in the sanitary area and
along the Company’s perimeter. In 2013, air pollution
monitoring station was installed on the southwest of
the biological treatment facilities.

The Company is in a constant search for technical
solutions to improve the environmental facilities and
reduce an adverse impact on the environment.
Arising problems are solved by the Company’s
research and development, and design and engineering 
centers with relevant organizations involved.

In 2016, Nizhnekamskneftekhim was nominated 
in all - Russia competition and awarded a certificate of 
"Top 100 Russia’s Best Organizations. Ecology and
Environmental Management". Further, upon the results
of competition "XXI Century’s Ecotechnologies and Equipment", 
which is held under support of the Tatarstan President, 
the Company gained certificates for the best presentation 
of waste water treatment and environmental measures.



22 PJSC "NIZHNEKAMSKNEFTEKHIM"

Costs (VAT exclusive) 2014 2015 2016

Total 3,849,786 3,881,376 4,608,439

CAPEX
(construction of environmental facilities) 16,483 62,413 588,074

Current costs*: 2,809,510 2,762,725 2,808,113

– atmospheric air protection 184,972 308,368 334,874

– water resources conservation 2,407,129 2,406,930 2,435,988

– wastes management 25,277 33,399 33,265

– others 5,121 14,029 3,986

Costs of environmental facilities maintenance 379,897 374,061 449,949

Environmental accruals 46,008 43,037 27,056

Charges for natural resources 463,898 506,827 538,819

Other environmental costs 133,990 132,312 196,428

ENVIRONMENTAL COSTS STRUCTURE (in thousand rubles)

billion rubles
(VAT exclusive)

Total environmental costs
2016

4.6
Environmental costs uprise in 2016 was associated with the
capex increase due to: initial revamping of the household
effluents treatment unit in the bio-treatment plant;
adopting of electrofilters in the new isobutylene plant;
increasing maintenance costs for the bio-treatment plant;
procuring cleaning services for the Tungucha buffer pond;
and removing wastes from the bio-treatment plant.

* Including amortization
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Basic ecological parameters

2014 2015 2016

WATER CONSUMPTION, mln m3

AIR EMISSIONS, thous. mt

Water consumption rise in 2016 vs. 2015
is a result of reduction of treated flushing
water return from the Strelochny Log
buffer pond to the 3rd waterlift, as well
as increased household water use due to
hot summer.

A jump of wastes volumes in 2016 relates
to the 1st Tungucha buffer pond
cleanout. Since 1972, when the pond
started to be used, that was the 1st
cleanout and it served to improve the
effluents quality and prevent emergency
discharges to the Tungucha river.
Additionally, the cleanout was required
due to enlarging volumes of construction
wastes resulting from isoprene capacity
expansion, setting up formaldehyde and
isobutylene production, and cleaning
premises of the biological treatment
plant.

2014 2015 2016

Environmental performance 2014-2016*
Raw materials saving – 2.3%
Heating power saving – 3.2%
Fuel saving – 0.6%
Process water saving – 4.3%
Air emissions decrease – 7.3%

67.9

23.4

SOLID WASTES, thous. mt

2014 2015 2016

54.4
58.5

130.3

66.6

22.4

67.9

22.3

* Expressed in specific units per 1 million rubles of produce in 2004 equivalent prices



24 PJSC "NIZHNEKAMSKNEFTEKHIM"

ENVIRONMENTAL POLICY PRIORITIES

ECO-EFFICIENCY ENHANCEMENT

IMPROVEMENT
OF ENVIRONMENT MONITORING

AND MANAGEMENT SYSTEMS

PROVISION OF COMFORTABLE
LIVING ENVIRONMENT FOR

NIZHNEKAMSK AND ADJACENT
DISTRICTS DWELLERS

ACCIDENT RISKS
MITIGATION

ENVIRONMENTAL FACILITIES
DEVELOPMENT

The Company’s environment protection activities
are developed in accordance with its policies
approved by the General Director on November 25,
2014, and ISO14001 requirements, which is
confirmed by the certificate of compliance issued
by the international agency IQNet. The audit was
carried out by the Czech Society for Quality in 2016.

Environment protection activities are implemented in
compliance with the special ecological programs. Since
2001, the Company has executed 3 programs with the
costs amounting to around 5.2 billion rubles. Within
the frame of the ongoing 4th program 63 nature
protection measures were carried out in 2016 with 
1.2 billion rubles funded.

environmental
measures
executed

2016

63
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To improve eco-efficiency, the Company
proceeded with developing and implementing
new process solutions and nature conservation
measures, innovating and revamping the process
facilities, vents discharge to the flare system and
their utilization as fuel, optimizing the process
operation duties.

In 2016, to furnish the laboratory of the bio-treatment
plant (BTP) and upgrade the monitoring
system, the Company:
• purchased equipment, pH-meter, weigher for 

suspended and residual solids;
• installed oil-product and fluid analyzers to 

determine the chemical oxygen demand;
• adopted 5 revised procedures to measure pollutants 

content in waste, treated and natural waters;
• extended the license to use infectious agents 

causing human and animal’s diseases and genetically 
modified organisms of III and IV potential hazard 
class in closed loop systems.

Furthermore, to improve the monitoring system,
Polystyrene plant’s flue stack was equipped with the
sampling point.

Initial revamping of BTP’s primary treatment unit
was completed in the accounting year. This will
result in reducing emissions of the malodorous air
pollutants; increasing the efficiency of solids removal
from the household effluents, and the efficiency of
treated sand extraction; positively effecting on the
whole effluents bio-treatment, and enhancing the
pumps’ reliability.

For reducing the emergency vulnerability, 
the Company replaced:
• control systems at ethylcellosolve and ethylcarbitol 

production lines;
• the transmitters of compressors’ ESD system at 

nitrogen and oxygen stations;
• 14 protective relays at the 1st waterlift.

The Russian accreditation agency (Rosakkreditatsiya)
certified the BTP laboratory’s compliance with
GOST ISO/IEC 17025 requirements.

2016 - EMPLOYEES TRAINING , %

376
employees

total of

Wastes management

Environmental safety

Nuclear safety

Water development facilities

Water supply and discharge

Environment protection

68.4

6.11.61.0

10.1

12.8
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WATER CONSUMPTION AND TREATMENT

The main water source for Nizhnekamskneftekhim 
is the Kama river. Water is consumed under the
contract with the Tatarstan Department of Water
Resources of the Lower-Volga Basin Administration
of the Federal Agency for Water Resources. 
The advanced circulating water system allows the
Company to cut down the need for fresh water used
as a coolant.

Nizhnekamskneftekhim has in-house bio-treatment
facilities for handling household and industrial 
effluents from the Company’s plants, the whole 
industrial complex, and the town sewage system as 
well. It was decided to revamp the bio-treatment 
plant with the purpose to achieve required 
performance of the effluents treated. Initial revamp 
was completed in 2016.

The environment monitoring of the effluents
discharge from the bio-treatment plant showed no
significant impact on the Kama water quality,
which is confirmed by the analysis results of the
water sampled upstream and downstream of the
effluents discharge points.

The growth in runoffs volume is associated with
replacement of the metering system in the bio-
treatment plant in 2015, i.e. a shift to instrumental 
metering.

Furthermore, runoffs volume increased
downstream of the Tungucha buffer ponds which
was attributable to the occasional switch of the
whole conventionally clean drains from waste
water distribution system to the ponds, due to BTP
reconstruction. Moreover, runoffs volume
increased downstream of the Strelochny Log
buffer pond. Since 2014, the Company has been
operating a system for treated water return from
the Strelochny Log pond to the 3rd waterlift. This
enables flushing water to be re-used. In 2016,
water pollutants concentration showed "an effect
of accumulation" that prevented water use for
process needs and caused the need of intermittent
effluents discharge.

From August 2014 to December 2016 the
Company re-utilized 6.6 million m3 of
flushing water (including 2.6 million m3 in
2016).

NIZHNEKAMSKNEFTEKHIM’S WASTE WATER
EFFLUENTS TO THE SURFACE WATERS, thousand m3

2014 2015 20162014 2015 2016

TOTAL WATER INTAKE, thousand m3

66,65867,994 67,958 44,110
45,669

55,980
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LAND USE
A great deal of importance is given to the efficient use 
of land. In particular, production capacities grow with no 
additional land resources occupied. The Company is in a
constant strive for conservation and restoration of 
the natural landscape. Land plots disturbed by the 
underground communication systems repairs are 
restored with fertile soil layer.

Transfer of IM-2201 waste catalyst to outsourcing
companies prevented 4.87 thousand metric tons of
wastes to be landfilled during 2015-2016 (including
1.97 thousand metric tons in 2016).

AIR PROTECTION

Since 2014, air pollutants discharge was reduced
by 1,180 metric tons (5.03%). Air quality at the
North-East border of Nizhnekamsk dwelling area,
where the control post is located, is generally kept
at a constant level. The Company stands for
operation processes optimization paying much
attention to reducing an adverse environmental
impact. Thus, the additional heat exchanger,
installed in halobutyl rubber degassing line in
2016, prevented emission of 0.143 metric tons of
petroleum solvents (hexane) into the atmosphere,
whereas an additional scrubber in ethylbenzene
rectification unit ensured benzene emission cut
down by 0.134 metric tons.

Air emissions
decrease since 2014 

Benzene emissions
decrease

5.03 % 0.13mt

10,580 analyses for 30 parameters,
measured at the North-East border
of Nizhnekamsk dwelling area in
2016, demonstrated 2 cases 
of MAC exceedance (0.02%). 
1,646 air quality analyses were carried 
out in the countryside close to the
industrial area, namely Martysh,
Prosti, Ishteryakovo, Alan,
Nizhneye Afanasovo, Bolshoye
Afanasovo, Borok, where 
the MAC was once exceeded (0.06 %).

Automated monitoring results showed 1 million
analyses for 14 parameters being measured along 
the perimeter of the industrial zone.
The monitoring system revealed 2 parameters, which
percent of MAC exceeding values was 0.002%, the
other values being within the limits. During 2016, air
quality on the bio-treatment facilities’ territory was
analyzed for 30 pollutants with no MAC exceeding
indicators revealed.
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UTILITIES CONSUMPTION 
FROM EXTERNAL SOURCES IN 2016

Utility Unit Volume Cost mln RUB
(VAT exclusive)

Electric power thous. kWh 2,633,032 6,089

Heating power Gcal 14,756,060 10,952

Gasoline т 311 11

Diesel fuel т 2,325 65

Fuel oil т 885 5

Natural gas (for energy) thous. m3 623,220 2,626

Dry gas thous. m3 21,595 70
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СТРАТЕГИЧЕСКИЙ ОТЧЕТ
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CORPORATE GOVERNANCE
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In 2016, in order to enhance the corporate governance model and practice, 
Nizhnekamskneftekhim:
• approved the revised Corporate Charter;
• introduced Risk Management System based on corporate ERP 

system;
• established Anti-Corruption Department;
• established Internal Audit Department.

In 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

CORPORATE PHILOSOPHY

PRINCIPLES OF
CORPORATE

CONDUCT

Protection of the
Company shareholders
and employees' rights

Equal treatment of
all shareholders

Continuous
improvement of

corporate conduct
standards

Mutual trust
and respect

Adherence to the
standards of information

transparency and
openness

Openness in corporate
decision making

Personal responsibility of
members of the Board of

Directors and the Management
Board and their accountability to

the shareholders
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The Board of Directors governs the Company’s
activities and plans a long-term corporate strategy.
Executive bodies, the General Director (Chairman 
of the Management Board) and the Management
Board, control day-to-day operations. Audit 
Commission controls financial and economic
activities of the Company, its agencies, officers,
divisions and departments. Independent auditor
carries out audits of the Company’s financial and
economic activities in accordance with the legal

instruments of the Russian Federation.
The functions of Internal Audit Department,
reporting to the General Director and being
instructed by the Board of Directors and Audit
Committee directly, include the analysis and
evaluation of the internal control and risks
management systems’ performance as well as the
audit of the applicable corporate governance and
information systems.

According to the Federal Law on Joint-Stock Companies, the highest decision-making
body of Nizhnekamskneftekhim is the General Shareholders Meeting.

CORPORATE GOVERNANCE STRUCTURE

INDEPENDENT AUDITOR

AUDIT COMMITTEE

INTERNAL AUDIT
DEPARTMENT

AUDIT COMMISSION

HR & REMUNERATION
COMMITTEE

GENERAL
SHAREHOLDERS MEETING

MANAGEMENT BOARD

CHAIRMAN OF THE BOARD 
OF DIRECTORS

BOARD OF DIRECTORS

GENERAL DIRECTOR

CHAIRMAN OF THE
MANAGEMENT BOARD
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General Shareholders Meeting is the Company’s
highest decision-making 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 15. The shareholders summarized
the Company's results of 2015 and approved the
annual report, financial statements and profit and
loss statement. In 2016, based on the results of
financial and economic activities, the Company
distributed dividends in amount of 7.94 billion

rubles, or 4.34 rubles per share both common and
preferred, as of the end of 2015 FY. The annual
General Shareholders Meeting set up the Board of
Directors of 11 members.

The 1st Board of Directors meeting with the new
membership was organized upon completion of the
General Shareholders Meeting. The Board of
Directors seconded a motion of Rustam
Minnikhanov, the President of Tatarstan Republic,
re-voted Vladimir Busygin in the Chairman of the
Board of Directors and continued Azat Bikmurzin as
the General Director.

GENERAL SHAREHOLDERS MEETING

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 control the Company’s activities.

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 of Directors 
was voted on April 15, 2016.

The Board of Directors’ decisions are made on a per
capita basis by a majority of the voting members, 
except as otherwise stipulated by the Charter and 
legislation. The Board’s meetings are regularly 
scheduled. The Chairman arranges and governs 
the Board of Directors’ activities pursuant to the 
approved meeting schedule.

Each member receives a notification of the Board
meeting with the documents attached at least 10
calendar days prior the meeting.

In order to evaluate the Company’s Internal Control
System pursuant to the approved plan, Internal Audit
Department checked the relevance, execution procedure 
and control of the regulation documents used at 
Nizhnekamskneftekhim. 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 2016, and the 
remaining recommendations were accepted for execution.
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Vladimir
Busygin

Chairman
Board of Directors

Azat
Bikmurzin
Deputy
Chairman
Board of Directors

Born: 1949
Education: Perm Polytechnical Institute
Prof., PhD in Economics
Title: Deputy General Director
Management and Strategic Development of Nizhnekamskneftekhim
TAIF PSC

Ownership interest changed on November 25, 2016:
2,745,755 uncertificated registered ordinary shares and 762,500
uncertificated registered preferential shares sold

Equity interest: none
Ordinary shares: none

Born: 1969
Education: Kazan Institute of Chemical Technology
Title: General Director
PJSC "Nizhnekamskneftekhim"
Equity interest: 0.0004%
Ordinary shares: 0.0005%

Sergey Alekseyev

Born: 1966
Education: Kazan State University,
University of Management TISBI
Title: First Deputy General Director
AO Svyazinvestneftekhim

Equity interest: none
Ordinary shares: none

Radik Gaizatullin

Born: 1964
Education: Kazan Agricultural Institute
Prof., PhD in Economics
Title: Minister of Finance 
of the Republic of Tatarstan

Equity interest: none
Ordinary shares: none

Nahil Maganov

Born: 1958
Education:
Gubkin Russian State University 
of Oil and Gas
Title: General Director PJSC TATNEFT

Equity interest: none
Ordinary shares: none
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Vladimir Presnyakov

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%

Rinat Sabirov

Born: 1967
Education: Kazan State University
Postgraduate program of Kazan State
University of Technology
Title: Aide to the President of
the Republic of Tatarstan

Equity interest: none
Ordinary shares: none

Guzeliya Safina

Born: 1955
Education:
Kazan Institute of Finance and Economics
Title: Deputy General Director
Economics and Finance TAIF PSC

Equity interest: 0.0082%
Ordinary shares: 0.0093%

Albert Latypov

Born: 1982
Education: Kazan State University
Title: Head of Legal Department
TAIF PSC

Equity interest: none
Ordinary shares: none

Naim Mujicic
Independent Director
Born: 1950
Education: Zagreb Institute of Economics
Shareholder of Interpetrol SA

Equity interest: none
Ordinary shares: none

Nurislam Syubayev

Born: 1960
Education:
Plekhanov Russian University of Economics
Financial University under the Government
of the Russian Federation
Title: Deputy General Director
Strategic Development PJSC TATNEFT

Equity interest: none
Ordinary shares: none
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2016 CHANGES TO THE BOARD OF DIRECTORS MEMBERSHIP

Members elected by the resolution of the General Shareholders Meeting of April 15, 2016

Albert Latypov Head of Legal Department, TAIF PSC

Naim Mujicic Shareholder of Interpetrol SA

Nurislam Syubayev Deputy General Director Strategic Development, PJSC Tatneft

Membership terminated since April 15, 2016

Ravil Zaripov Assistant to the President of the Republic of Tatarstan

Milic Zeljko Executive Director, IPCO-TRADING S. A. 

Aleksandr Rappoport Lawyer, Managing Partner
Moscow City Bar Association, Rappoport and Partners Law Offices

BOARD COMMITTEES

It is the function of the Board Committees to pre-consider 
the major issues 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. The professional experience 
and independence criteria have been taken into account 
when composing the committees.

Board Secretary

Georgy Aleksandrov
Head of Corporate Affairs of PJSC "Nizhnekamskneftekhim". Georgy Aleksandrov was born in 1973. Education: Kazan State
University. Equity interest: none. Ordinary shares: none.
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Azat Bikmurzin
Chairman of Management Board

Born: 1969
Education: Tertiary level
Title: General Director
PJSC “Nizhnekamskneftekhim”

Equity interest: 0.0004%
Ordinary shares: 0.0005%

Akhtyam Amirkhanov

Born: 1964
Education: Tertiary level
Title: Technical Director, R&D
PJSC “Nizhnekamskneftekhim”
Position held until November 30,
2016:
Director of Synthetic Rubbers Plant
PJSC “Nizhnekamskneftekhim”

Equity interest: 0.0007%
Ordinary shares: 0.0006%

Vyacheslav Krasnov

Born: 1961
Education: Tertiary level
Title: Director of Ethylene Oxide Plant
PJSC “Nizhnekamskneftekhim”

Equity interest: none
Ordinary shares: none

MANAGEMENT BOARD

Igor Larionov

Born: 1970
Education: Tertiary level
PhD in Economics
Title: Deputy General Director
Head of Corporate Property and
Strategic Development Department
PJSC “Nizhnekamskneftekhim”

Equity interest: 0.0057%
Ordinary shares: 0.0065%

Aidar Sultanov

Born: 1965
Education: Tertiary level
Title: Head of Legal Department
PJSC “Nizhnekamskneftekhim”

Equity interest: none
Ordinary shares: none

Vasily Shuisky

Born: 1957
Education: Tertiary level
Title: Deputy General Director for
Human Resources and Social Issues
PJSC “Nizhnekamskneftekhim”

Equity interest: 0.0007%
Ordinary shares: 0.00005%
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Valery Starkov

Born: 1966
Education: Tertiary level
Title: Head of Finance
Department 
PJSC “Nizhnekamskneftekhim”
Position held until 30.12.2016 :
Deputy General Director
for Economics and Finance

Equity interest: 0.00004%
Ordinary shares: none

Ilfat Sharifullin

Born: 1976
Education: Tertiary level
Title: First Deputy General Director
Chief Engineer
PJSC “Nizhnekamskneftekhim”

Equity interest: none
Ordinary shares: none

Ilfar Yakhin

Born: 1963
Education: Graduate level
Title: Chief Accountant
PJSC “Nizhnekamskneftekhim”

Equity interest: 0.0135%
Ordinary shares: 0.003%

2016 CHANGES TO THE MANAGEMENT MEMBERSHIP

Members elected

None

Membership terminated

Khamit Gilmanov Membership was terminated by the Board of Directors' resolution of May 24, 2016



40 PJSC "NIZHNEKAMSKNEFTEKHIM"

According to the "Provision on Principles and Criteria of
Remuneration of the Board of Directors’ Members,
Committees and Audit Commission of
Nizhnekamskneftekhim" the remuneration payout 
is subject to the net profit. The pay 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 audit commission’s staff.
The remuneration amounts are approved by a decision of
the General Shareholders Meeting.
The General Director (Chairman of the Management
Board) and the Management Board members are

remunerated under the employment contracts entered
into between them and Nizhnekamskneftekhim. The
total sum paid to the Management and Board of
Directors’ members in 2016 amounted to 192,771
thousand rubles, including 
- 96,920 thousand rubles to the Board of Directors 
- 95,851 thousand rubles to the Management Board. 
Since May 2016, the Management Board is comprised of 
9 persons. 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.

KEY PROVISIONS OF REMUNERATION 
AND COMPENSATION POLICY

DIVIDEND POLICY
The dividend policy is based on the balance of
interests of the Company and shareholders as well
as on the need to enhance the investment
attractiveness of Nizhnekamskneftekhim and its
shareholder value.
The annual General Shareholders Meeting of
Nizhnekamskneftekhim held on April 15, 2016 made a
decision to pay dividends based on the results of 2015 fiscal
year in amount of 4.34 rubles per share. The obligation to
the shareholders was fulfilled within the period determined
by the Company’s Charter and the Federal Law "On Joint-
Stock Companies".

A decision on dividend distribution is made by the
Company’s General Shareholders Meeting according to
the Board of Directors’ 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. The dividend policy of
Nizhnekamskneftekhim stipulates the dividend amount to
be minimum 15% net profit. Over the past years, the
Company used to allocate 30% net profit for dividends.

Year Dividend per share, RUB Accruals, thous.RUB Dividend % in Net Profit

2011 2.36 4,319,366 30

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

DIVIDEND PAYOUT DYNAMICS

Percentage of paid out dividend in the total stated amount:
- common shares - 99.91%;
- preferred shares - 100%.

Incomplete distribution is accounted for the lack of the
shareholders’ payment details, passport data and post
addresses.
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Strategic risks and country exposure
Petrochemical industry prospects depend largely on the
international petrochemical market trends since Russia is
among the major players. The key risks may include changes
in demand and prices for raw materials, utilities and
products.

Political risks

In 2014 and 2015, the European Union, USA and some
other countries imposed sanctions against Russia. A
number of them target individual enterprises, whereas
the others are directed at Russia's certain economic
sectors. Nizhnekamskneftekhim is not subject to the
sanctions. The ongoing Ukrainian crisis may cause risks of
financial and economic sanctions imposed by the USA and
Europe directly against Nizhnekamskneftekhim, which in
turn may somewhat impede the Company’s cooperation
with its partners. The discussion of potential additional
sanctions is in progress. The extent of the sanctions, their
possible tightening up or softening and, accordingly, how
they can affect the Company’s business, remain uncertain.

Financial risks

The Company is exposed to the risk of interest rate change
and currency exchange rate that come from the Company’s
business or on-purpose hedging to mitigate the adverse
impacts of such risks.
In several long-term transactions the Company applies
variable interest rates (linked to LIBOR or EURIBOR), and this
causes the risk of the borrowing costs increase.
Decrease factor: such transactions (credit transactions with
the variable interest rates) provide for the mechanism of
switching to fixed interest rate. A part of the Company’s
loan obligations is denominated in US dollars. Thus, there is
a currency exposure from US dollar/ruble exchange rate
increase.

Decrease factor: about a half of the Company’s revenue is
exports-earned. The basic export income currency is US
dollar which definitely mitigates the currency exposure.
On top of that, as the Company's products are priced in
US dollars, whilst the major expenditures incurred are
calculated in rubles, the Company is exposed to extra
risks. The use of risk-hedging instrument prevents such
currency exposure.

Legal risks

No risk exists with the ongoing judicial proceedings the
Company is involved in. There are no actions for the
Company liquidation, property alienation, interfere with
rights for licenses or patents, recognition of tax and fee
payables to the budget and extra-budgetary funds.

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 changes above and other tax legislation changes may
cause an upswing in tax payment and, as a consequence,
the net profit cut down. 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 tax legislation changes and to the
most extent adheres to the production-related tax laws,
that, however, does not eliminate the potential risk of
difference of opinion with relevant authorities on the
issues permitting ambiguous interpretations.

KEY RISK FACTORS
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APPENDICES
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No transactions subject to aforementioned procedure were effected 
by Nizhnekamskneftekhim in 2016.

Interested party Essential conditions of
transaction

Transaction price, RUB Approving authority

TAIF-NK PSC Tenancy 115,915.29
(per month)

Board of Directors

TAIF-NK PSC Tenancy 494,384.76
(per month)

Board of Directors

TAIF-NK PSC Tenancy 101,260.80
(per month)

Board of Directors

TAIF-NK PSC Tenancy 22,818.84
(per month)

Board of Directors

BANK AVERS Tenancy 44,830.97
(per month)

Board of Directors

OOO GTK Tenancy 32,394.08
(per month)

Board of Directors

TAIF-NK PSC Tenancy 2,566.68
(per month)

Board of Directors

TAIF-NK PSC Tenancy 273,404.16
(per month)

Board of Directors

OOO Tatneft-
Nizhnekamskneftekhim-Oil

Sales of products 51,859 879.17
(per month)

Board of Directors

TAIF-NK PSC Property sale 147,980.00 Board of Directors

APPENDIX 1
LIST OF MAJOR TRANSACTIONS AND TRANSACTIONS FALLING UNDER 
THE PROCEDURE OF MAJOR TRANSACTION APPROVAL

APPENDIX 2
LIST OF INTERESTED PARTIES TRANSACTIONS
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APPENDIX 3
THE CORPORATE GOVERNANCE CODE COMPLIANCE REPORT

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.

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 report on Corporate Governance Code 
compliance was reviewed by the Board of Directors 
of Nizhnekamskneftekhim at the meeting on March 3, 
2017 as part of the review and provisional approval of 
the Company's Annual Report for 2016.
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 2016.

The Board of Directors' statement on Corporate Governance Code compliance

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 of all its shareholders in the course of exercise by them of their rights 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, such as 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



45ANNUAL REPORT 2016

1.1.2 Procedures for
notification of the general
meeting and provision of
materials for it should enable
the shareholders to get
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
information about the persons who proposed the
agenda and nominated candidates for the board of
directors and the Audit 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. During the reporting period the shareholders
were offered the opportunity to pose questions to
the members of the executive bodies and members
of 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 meeting of shareholders.

3. The company granted the authorized
shareholders access to the list of persons entitled to
participate in the general shareholders 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 . During the reporting period the shareholders
were allowed to propose items to be included in
the agenda of its annual general meeting equaling
minimum 60 days from the end of a respective
calendar year
2. During the reporting period the company did
not refuse to include these proposals on the
agenda or refuse the proposed candidate to the
list of candidacies 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 a straightforward and
most convenient way.

1 . The internal document (internal policy) of the
company contains provisions whereby each
member of the general shareholders 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.

Partially
observed

There were no such requirements
in the reporting year, and such
procedure is not envisaged by the
Company's internal documents,
the company plans to include this
provision in the relevant internal
document in 2017.

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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1.1.6 Procedures for holding a
general meeting set by the
company should provide equal
opportunity to all persons
present at 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 shareholders),
sufficient time was provided for reports on the
agenda and sufficient time to discuss these issues.

2. Candidates to the governance and supervision
bodies of the company were available for answering
the questions of shareholders 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 meeting, considered the issue of using
telecommunications to provide remote access to
shareholders for participation in the general
meetings in the reporting period.

Observed

1.2 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.

1.2.2 The company should not
make a decision on the payment of
dividends, if such decision, without
formally violating limits set by law,
is unjustified from the economic
point of view and might lead to the
formation of false assumptions
about 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

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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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 dividends
and distributions of its
liquidation value.

1. In order to exclude the use by shareholders of other
ways of generating the 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 does not see the need to
change this practice.

1.3 The system and practices of corporate governance should ensure equal terms and conditions for all shareholders owning shares of the same class 
(category) in a company, 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. During 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 in 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 in 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

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation



48 PJSC "NIZHNEKAMSKNEFTEKHIM"

2.1 The board of directors shall be in charge of strategic governance of the company, determine major principles of and approaches to creation of 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 procure that the
company’s executive bodies
act in accordance with an
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 operations.

1. During the reporting period, the Board members
discussed the issues associated with implementation
and update of the strategy, approval of the Company's
financial and economic plan (budget) and discussion of
criteria and indicators (including intermediate ones) of
implementation of the Company's strategy and
business plans.

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 defined the principles
and approaches for organizing the system of risk
management and internal control in the company.

2. The board of directors assessed the
system of risk management and internal
control during the reporting period.

Observed

2.1.4 The board of directors
should determine the
company’s policy on
remuneration due 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) of the Board members, executive
bodies of the Company and other key management
employees of the Company.

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

Observed

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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2.1.5 The board of directors
should play a key role in
prevention, detection and
resolution of 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 the system of identification
of 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. During the reporting period, the Board members
discussed the issue of corporate
governance practices of the Company.

Observed

2.2 The board of directors should be accountable to the company’s shareholders.

2.2.1 Information about the
board of directors’ work 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 work of the board of
directors conducted during the reporting period.

Nonobservance The Annual Report does not contain
information on the attendance of
meetings of the board of directors
and committees by individual
directors due to lack of legislative
requirements. The Company has no
provision for the 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 well
coordinated work of its participants
and the absence of conflicts in
solving the key issues. The Company
plans to conduct the evaluation
procedure in the future.

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 Board Chairman and
their opinion on them.

Observed

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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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
well coordinated work of its
participants and the absence of
conflicts in solving the key issues.
The Company plans to conduct the
evaluation procedure in the future.
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
Annual General Meeting of
shareholders of the Company, based
on their data.

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 evaluation results of such candidates 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

Materials for the general
shareholders meeting of the
Company include 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 do
not include the results of the
evaluation of such candidates due
to lack of legislative requirements.

2.3.3 The composition of board of
directors should be balanced, in
particular, in terms of
qualifications, expertise, and
business skills of its members.
The board of directors should
enjoy the confidence of the
shareholders.

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

Partially
observed

The Company has no formalized
evaluation of 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 well
coordinated work of its participants
and the absence of conflicts in solving
the 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. The Company
plans to conduct the evaluation
procedure in the future.

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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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
Board members. The Company has
plans to conduct an evaluation
procedure in the future.

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 required
professional skills and expertise and is
sufficiently able to have his/her own
position and make objective and bona
fide judgments, 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 director) may not 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

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

During the reporting year, when
considering the issue of formation of
the Committees under the board of
directors, the information was
provided on the independence
status of the members of this
governance body in the documents
for the Board meeting of the
Company which was reviewed by the
board of directors. Information on
the independence of candidates to
the board of directors was not
presented to shareholders due to the
lack of legislative requirements. The
Company does not see the need to
change this practice.

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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2.4.3 Independent directors
should account for at least onethird
of all directors elected to
the board of directors.

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

Nonobservance In the reporting year, one
independent director was the
Board member of the
Company. The existing
members of the board of
directors were 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 board of directors of the
Company, 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

The Chairman of the board of
directors of the Company is not
independent.
The board of directors did not
appoint a senior independent
director in the reporting year.

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 The procedure of evaluating the
work of the board of directors is not
applicable in the Company. The
Chairman of the board of directors
in the reporting year was the
person who has previously over 14
years held the post of the
Company's General Director, which
enabled him to gain a wealth of
experience in managing the
complex high-tech petrochemical
enterprise on the international
scale.
The Company believes that the
experience that he applied as the
Chairman of the board of directors
meets the needs of the Company
and the interests of shareholders,
and does not require additional
assessment.
The Company has plans to conduct
the evaluation procedure in the
future.

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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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

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, 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. The
Company has plans to include a
provision into the internal
document of the Company on the
obligation of a member of the
board of directors to notify the
board of directors of his intention
to join the management bodies of
other organizations.

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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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

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 physical
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.

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".
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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

The Audit Committee of the
Company's board of directors does
not include independent directors.
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 
competences partially in line with
recommendations of the Code.

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 

The HR and Remuneration
Committee of the Company's board
of directors does not include
independent directors. 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 competences partially in line
with recommendations of the Code.

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) are defined including, among
other things, the tasks contained in
recommendation 186 of the Code.

Partially
observed

The HR and Remuneration
Committee of the Company's
board of directors does not include
independent directors. 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 competences partially in
line with recommendations of the
Code.
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2.8.4 Taking account of its scope
of activities and levels of related
risks, the company should form
other committees of its board of
directors, in particular, 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 opinion 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.

Partially
observed

The Company has no formalized
procedure for evaluation of the work
of the board of directors 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 the key
issues. The Company plans to conduct
a procedure for evaluating the board
of directors in the future.

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.
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 does not have
plans to employ an external
organization to evaluate the work
quality of the board of directors.

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.

1. 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. Its 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. Information
about the secretary of the board of
directors in the reporting year was not
disclosed on the Company's website or
as part of the Annual Report for 2015.
The Company will disclose this
information in the Annual Report for
2016, as well as on the website of the
Company in 2017.
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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. Its 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 based on the
decision of 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

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
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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
personnel of the Company.

Observed

4.2 The system of remuneration of board members should ensure harmonisation of financial interests of
the directors with long-term financial interests 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.
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
also 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
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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. The Company does not provide for any
additional payments or compensation in the event of
early termination of the powers of the members of
the board of directors in connection with the change
of control over the Company or other circumstances.

Observed

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 illegally 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 illegally 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 duties to Management Board
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.
The Company sees no need to
change this practice.
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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 board of directors
should determine 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 and apply
generally accepted standards
of internal auditing.

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 Internet site.
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 a person
controlling the Company, the Company publishes a
memorandum of the controlling person regarding the
plans of such person with respect to corporate
governance.

Partially
observed

The Company does not have a
memorandum of the controlling
person regarding the plans of such
person with respect to corporate
governance because the
controlling person 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 principle of balance
stipulated in the Regulations on the
information policy, however the
criteria for determining such
information are not formalized in
the Regulations. The Company has
plans to introduce appropriate
additions to the information policy
in 2017. In the reporting year, the
Company's website, Annual Report,
Sustainability 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.

Nonobservance 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.

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

The Company's annual report
does not contain information on
key aspects of operating
activities and financial results and
on the social aspects of activities
due to lack of legislative
requirements.
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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
unhindered 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

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 does not have a
formalized procedure whereby the
independent directors declare their
position on material corporate
actions before their approval due to
lack of legislative requirements. The
Company has plans to include this
procedure in the relevant internal
document in the future.

Principles of corporate
governance

Evaluation criteria of corporate
governance principles' compliance

Status 
of compliance

Reason for deviation
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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
and does not see the 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

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
to estimate the cost of acquiring
and repurchasing the Company's
shares, but such procedure is not
formalized by the Company's
internal documents. The Charter
of the Company establishes the
definition of the related-party
interest in accordance with the
Federal Law "On Joint-Stock
Companies". The Company does
not see the need to change this
practice.

Principles of corporate
governance
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This annual report is the report of the Board of Directors of
PJSC "Nizhnekamskneftekhim" on the results of the Company's
business priorities development.
The annual report was preliminary approved by the decision of the Board
of Directors of PJSC “Nizhnekamskneftekhim” on March 3, 2017
(Minutes of Meeting No.09 of March 6, 2017).
The annual report was approved by the Annual General Shareholder's
Meeting of PJSC “Nizhnekamskneftekhim” on April 5, 2017 
(Minutes of Meeting of April 10, 2017).
Reliability of the information contained herein is confirmed by the
Audit Commission of PJSC “Nizhnekamskneftekhim”.

Azat Bikmurzin
General Director
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