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ANNUAL REPORT 2018  
 
CHAIRMAN’S ADDRESS 
Dear shareholders, investors and partners, 
 

This annual report summarizes our performance in the year 2018.  

Throughout this period the Company showed high reliability, efficiency and stable development, thus 
confirming its status of a global petrochemical leader.  

he operational results reflect rapid dynamics. The year 2018 saw a significant increase in products 
output. Sale proceeds totaled 189 bln. rubles, an increase of 27 bln. rubles over the figure for 2017.   

The right nature of the long-term strategy of development, focused on the diversity of the product 
segment, allowed the Company to feel confident in the rapidly changing situation in the global 
petrochemical market.  

In 2018 the total proceeds from sales of plastics and rubber, which are the Company’s key products, 
increased by 12.5 bln. rubles. In volume terms they totaled 1.433 mln. tons.   

We increased not only the production output, but also we managed to expand the product portfolio.  

Thus, the Company mastered the production of bimodal polypropylene, whose physical and 
mechanical properties are unique and close to those of its imported analogue. We launched the 
production of new polystyrene grades used for food packaging. 

In 2018, the Company continued the modernization of the existing facilities and put on stream new 
ones.  

New isobutylene facilities with a capacity of 160 kta were put into operation,  

and the reconstruction of isoprene facilities, which will allow to extend their capacity up to 333 kta, is 
all but complete.  

This year was marked by launching two new pyrolysis furnaces at Ethylene plant. The construction of 
a benzene extraction unit was completed.  

Those are not just expansion projects. They mean improved value-added processing, efficient 
conversion and environment responsibility.  

The result of these efforts is that in 2018, during international exhibition Fuel & Energy Complex of 
Russia in XXI century, Nizhnekamskneftekhim was awarded the Grand Prize for the efforts to 
modernize its Ethylene Plant, to cut down energy and fuel consumption and to reduce the adverse 
impact on the environment.  
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The key investment project of the Company’s strategic program is the construction of a new ethylene 
complex with a capacity of 600 thousand tons per year (EP-600 project).  

In the reporting year this project progressed successfully. And what is more, to supply this Complex 
with power and to make it more efficient in terms of energy consumption, the Company is currently 
constructing a new power station with a capacity of 495 megawatt (CCGT plant).  

In 2018 all the issues related to fund raising for both projects were successfully settled through the 
attraction of long-term credit facilities in the amount of more than 1 bln. euros received from a 
consortium of German banks, as well as via issue of bonds as a part of the approved program.    

The Company’s efforts to improve production efficiency are combined with measures aimed at the 
reduction of the adverse impact on the environment.  

The Company is efficiently implementing the Fourth ecological Program covering the period up to 
2020.  

As a part of the Program, the Company has allocated 5 bln. rubles to finance 349 events and 
measures.  

Over the past ten years starting from 2008,  the Company managed to both increase the output by 
1.37 times, and to reduce atmospheric emissions by 25 %.  

The Company’s major ecological project is the second stage of a large-scale revamp of the biological 
treatment plant, and it is near completion. The execution of this project will allow to better treat waste 
waters and to improve the ecological status of the atmosphere.  

In 2018 Nizhnekamsneftekhim became the winner of a Russian competition, where the Company was 
awarded a Laureate Diploma and a medal “Top 100 Russian companies.  

Ecology and Environmental Management". 

One of the Company’s priorities is corporate social responsibility, which defines welfare of many 
citizens of Tatarstan and living standards of Nizhnekamsk population in particular.  

More than 15 thousand people work for the Company, and 5 thousand more work for its affiliates.  

Taken together with the members of the employees’ families and 10 thousand of the long-service 
employees, it makes more than 30 thousand socially secure people. 

More than anything else, this applies to the provision of housing for employees.  

In 2018 hundreds of employees were lucky to move into new apartments.  

Within the Additional Program for housing construction and the Republican Social Mortgage 
Program, which has been supported by the Company starting from 2005, five more apartment 
buildings were put into service in the reporting year. 
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Nizhnekamskneftekhim makes available substantial funds for different charity, sporting and cultural 
projects. The Company works closely with the Republican Fund for Restoration of Historical and 
Cultural Monuments of Tatarstan.  

In 2018 considerable amounts of funds were allocated to different republican and municipal 
programs.  

Our achievements would not have been so impressive without the support by the Government of the 
Russian Federation and the Republic of Tatarstan with direct involvement of Tatarstan President 
Rustam Minnikhanov, as well as without continued attention of the management of TAIF Group, our 
share-holders and partners.   

The Board of Directors has done a great amount of work to exert strategic control over objectives 
being pursued and challenges ahead.  

In 2018 the Board held ten meetings and discussed seventy development issues.  

I'd like to take this opportunity to thank every employee of the Company for dedicated work and 
operational excellence and to express appreciation to our partners for fruitful cooperation and 
support.  

I am confident that 2019 will be a year of new advances and victories.  

 

Ruslan Shigabutdinov  

Chairman of the Board of Directors 
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GENERAL DIRECTOR’S ADDRESS 
 
Dear colleаgues and partners,  
In 2018 the Company continued its sustainable development serving the interests of its shareholders 
and employees, which had a positive effect on its operational and financial performance.  

The Company has fulfilled its output plans and, as a part of development strategy, it is implementing 
investments projects.   

Following the results of 2018, the saleable output in comparable prices, as against the comparable 
period of the last year, amounted to 102.5 %.  

The Company sold 716 thousand tons of rubber representing a 2% increase compared to the previous 
year.  

Turnover of plastics in 2018 stood at 717 thousand tons, and this is by 2.8% more than the last year 
figure.  

Total revenue constituted 189 billion rubles. 

 

We worked effectively to increase the output and the quality of our products.  

New isobutylene facilities with a capacity of 160 thousand tonnes per year were put on stream in 
2018. Works to expand isoprene production up to 333 thousand tonnes per year were almost 
completed. 

To replace old furnaces, two new highly effective and highly selective pyrolysis furnaces of SRT-VI 
type were put into operation, which allows to increase the output of ethylene and propylene. Benzene 
extraction unit is now complete.   

 The Company took a lot of efforts to expand the product portfolio.  

Nizhnekamskneftekhim is the first company in Russia to have mastered the production of medium-
density polyethylene used to manufacture different articles by rotational moulding.  

Efforts to master the production of new grades of functionalized SSBR and Nd-PBR, used for 
manufacturing of premium segment tires, are making significant progress.  

The Company is dynamic in development, and it introduces different innovations on an ongoing 
basis, thus providing the availability of value-added dynamic products with new competitive 
advantages.  

All these efforts allowed Nizhnekamskneftekhim to become a holder of award by the Government of 
Tatarstan Republic for products quality in nomination “Business perfection”, as in 2018 the 
Company made significant advances in the sphere of products and services quality, their safety, as 
well as in implementation of new quality control procedures. 

While achieving results today, we lay the groundwork for future accomplishments.  

The Company’s key project to construct a new ethylene complex with a capacity of 600 kta, is also 
progressing.  
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The Company, along with the partners, is involved in engineering of the Complex, procurement and 
engineering survey works at the site.  

In parallel, we are establishing an infrastructure for reliable and continuous provision of the 
Company’s facilities with electric and thermal power.  

For that purpose the Company is implementing 495 Mw power station project (CCGT plant project). 

Nizhnekamskneftekhim is one of major energy consumers in Tatarstan, and the Company is always 
on the look out for new ways to enhance energy efficiency.  

In 2018 we implemented 59 events and procedures, which yielded 179 mln. rubles in resources 
savings.   

Environmental protection has been our priority for years.  

In 2018 we successfully accomplished our task to minimize the adverse impact on the environment.  

Gross discharge of waste waters was cut down by 4.8%, atmospheric emissions – by 2.2% and 
unrecyclable wastes – by 25%, as compared to the previous year.  

The Company’s major ecological project is the second stage of a large-scale revamp of the biological 
treatment plant, and it is near completion.  

Implementation of this project will allow to better treat waste waters and to prevent odors from 
entering atmosphere. 

 Summing up annual results, I would like to express sincere gratitude and appreciation to all the 
employees of the Company for their dedication and commitment, and to say special thanks to the 
executive management of Nizhnekamskneftekhim for their professional competence and readiness to 
pursue the most challenging and far-reaching plans.  

Larger and more demanding tasks are in store for us in 2019.   

There are no doubts, that together we will overcome any challenges and reach any target. 

 

Azat Bikmurzin 

General Director 
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POSITION IN THE INDUSTRY 
Nizhnekamskneftekhim is one of major suppliers of a wide range of petrochemical products to the 
Russian and international markets.  
In 2018  
its products were supplied to 49 countries of Europe, America and Southeast Asia. 
The Company’s key product segment of synthetic rubbers covered around 41% of 2018 sales.  
Plastics accounted for 33% of sales.  
26% of sales fell within other products. 
 
Internal and external sales stand at parity. 
Thus, in 2018 both domestic sales and export sales constituted 50%.  
 
Nizhnekamskneftekhim is ranked among top 10 global producers of synthetic rubber. 
Nizhnekamskneftekhim is also a leader in isoprene rubber industry with 47.5 % share in the global 
market. Besides, Nizhnekamskneftekhim is the world’s third largest supplier of butyl rubber with 
17.9% share. The Company’s share in the global butadiene rubber market is 5.6%.   
Total sales in the reporting year increased by 16,5% as compared with the previous year, where 
18,3% fell within the domestic sales and 14,7% fell within the export sales.  
 
 
SALES STRUCTURE 2018 
 

 
 

RUBBERS 

Continuous investments in rubber segment, consistent product quality, reliability and our 
commitment to continuous improvement consolidated the position of the Company as a major 
supplier of synthetic rubber in the global market.  
In 2018 the Company had to operate under challenging conditions in the synthetic rubber market, 
which was characterized by persistent excessive capacity. 
Apart from that, the trade war waged between the USA and China had adverse impact on the market 
in the latter half of the year and resulted in the slow-down of the world economy growth rates by the 
end of the year, as well as a cut in prices for plenty of products. 
 
Introduction of the Worldwide Harmonised Light Vehicle Test Procedure (WLTP) in September 
2018 was another factor influencing the slowdown in the growth of demand for synthetic rubbers in 
the countries of Europe in the second half of 2018, as it led to a drop in European car sales.  
WLTP is used to measure fuel consumption.  
In September 2018 this procedure became obligatory for all new cars registered in Europe. 
This procedure allows to determine the levels of pollutants and CO₂ emissions, fuel or energy 
consumption by light-duty vehicles. 

41%

33%

26% Синтетические каучуки

Пластики

Прочая продукция

Synthetic rubbers 
 Plastics 
 Other petrochemicals 
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The introduction of the procedure slowed down the relevant market growth rates in Western Europe. 
In 2018 global car sales decreased compared to 2017. The drop was caused by  
weakening of the Chinese car market with 6% drop in sales and 0.7 % slump in the number of cars 
registered in Europe.  
Amid overall deceleration of industrial output in Q4 2018, production of passenger cars and light 
trucks slumped 4%.  
In 2017 the average annual prices for natural rubber (used as an index for prices for synthetic 
isoprene rubber) were 17 % down compared to previous year.  
Drop in prices for butadiene, used as critical feedstock to produce butadiene rubber, ranged from 7% 
to 9%.  
 
 
Despite all these negative market tendencies, Nizhnekamskneftekhim managed to increase synthetic 
rubber shipment volumes against 2017.  
Rubber sales rose by 7%. 
Global economy growth is forecast to slow down by 3.0% in 2019, compared to 3.2% in 2018.  
The main reason for such a scenario is the ongoing trade war between two largest global economies - 
the USA and China. 
As far as the car industry is concerned, the main players expect the main tendencies of the end of 
2018 to be continued, which means deceleration of output growth and car sales.   
 
The recession experienced in the Chinese automotive market and further introduction of WLTP in 
Europe are going to be the main drivers.  
In 2018, more than 84% of our sales in synthetic rubber segment fell within overseas markets.  
8 % of the product was delivered to our customers both in Russia and abroad.  
 
To increase the efficiency of rubber segment, Nizhnekamskneftekhim is implementing a project to 
expand the capacity of SKI-3 isoprene rubber facilities up to 333 thousand tons per year along with 
modernization of facilities used to produce its raw components. 
The Company has already put on stream new formaldehyde and isobutylene units. 
There are plans to put into operation the reconstructed isoprene facilities in early 2019.  
In 2018 the Company began its methanol plant project. Methanol is used as a feedstock to produce 
formaldehyde.  
As a part of efforts to diversify the rubber portfolio, the Company is implementing its 60 kta SSBR 
project.  
The project is scheduled to be completed in 2020. 
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2018 SYNTHETIC RUBBER SALES STRUCTURE, %  

 

 
PLASTICS 

The domestic and CIS markets have always been our priority. 
The Company is eager to maintain and to increase its plastics sales in these markets through 
manufacture and sales of a wide range of products, which can replace the imported analogues, first of 
all, LLDPE and polypropylene copolymers.  

 
 

  

 
 

Russia and CIS Export 

th
ou

sa
nd

 to
nn

. 

PE PP PS + ABS 

Export of plastics at the markets to the CIS countries and 
countries outside the former Soviet Union 
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As the only supplier of LLDPE, the Company is expanding its presence on this market. 
Not only did the Company increase this polymer output, but also managed to increase the sales of 
LLDPE to the Russian customers by 31%. 
The year 2018 saw a 82% increase in sales of polyethylene used for anticorrosive protection of large 
diameter steel headers. This market segment is new to the Company, but it seems to be very 
promising.  
Overall domestic consumption of polypropylene in 2018 increased by 2%. 
Yet, consumption growth for propylene homopolymers stood at 1%, while that for propylene 
copolymers amounted to 7%.  
Favourable situation in the domestic and CIS markets contributed to 6% increase in supplies of 
propylene copolymers to domestic processors, and 13% increase - to the CIS customers.  
 
In 2018, polystyrene consumption in the domestic market did not change.  
76% of polystyrenes was sold in Russia, 17% - in CIS countries and 7% - in EU countries.  

 
 
2018 PLASTICS SALES STRUCTURE, %  

 
 

OTHER PETROCHEMICALS 

The Company produces and sells other olefin-based products and their derivatives, including 
polyethers, glycols and glycol ethers, propylene trimers and tetramers, surfactants and others.  
Nizhnekamskneftekhim is the leader in some of these products.  
Thus, Nizhnekamskneftekhim is the only large scale producer of propylene oxide based polyethers, 
the only one in Russia and the CIS to produce propylene trimers and tetramers, nonionic alkylphenol 
based surfactants, and the second largest supplier of ethylene oxide and ethylene glycols to the 
Russian market.  
In 2019 this segment will be expanded by new products: TPEG and MPEG.  
These products are used as viscosity regulator stabilisers, antistatic substances or softeners in 
manufacture of different detergents. MPEG is also used to produce plasticisers for concrete mix. 

Russia  

83.6   

CIS    

 
13.5 

Europe 
  

2.9 .  
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New products will be produced using in-house feedstock - monoethyleneglycol and ethylene oxide. 
In 2017, over 62% of products in this segment were sold in the Russian Federation.  
 
2018 OTHER PETROCHEMICALS SALES STRUCTURE, %  
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Note: Consumption of utilities in 2018, including sub-consumers. 

 

Utility unit 

 

Consumption  
in volume terms 

Consumption  
mln. rubles 

   Electric power thousand 

 

2,806,592 7,766 

Heat power Gcal 15,240,779 12,470 

 Gasoline t

 

167 7
 

Diesel fuel t

 

2,031 80 

Fuel oil t

 

941 13 

Natural gas (for energy) thousand 

 

 697,907 3,070 

TAIF dry gas thousand 

 

 18,266 77 

CONSUMPTION OF  

UTILITIES  

2018 CONSUMPTION OF EXTERNAL UTILITIES 
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BUSINESS PRIORITIES 
 

MISSION 
Production and sale of competitive petrochemicals and rendering services in compliance with the 
stakeholders' requirements and expectations, development of new market outlets and the growth of the 
existing ones, attainment of sustainable development and contribution to the welfare of the employees 
and society as a whole. 
The mission statement defines business priorities of Nizhnekamskneftekhim: 
- STRENGTHENING THE COMPANY'S POSITION OF A DIVERSIFIED PRODUCER OF 
SYNTHETIC RUBBERS IN THE GLOBAL MARKET  
- MAINTAINING THE STATUS OF A MAJOR PLAYER IN THE RUSSIAN AND CIS MARKET OF 
PLASTICS, AND IMPORT SUBSTITUTION 
- ENVIRONMENTAL COMPLIANCE AND ENERGY EFFICIENCY 
 
Business priorities have laid foundation for the Company’s Strategic Program and are in line with the 
strategies for development of the Petrochemical Complex of the Russian Federation and Tatarstan 
Republic, set out in the following documents: 
- Russian Petrochemical Complex Development Strategy  
- Strategy of Tatarstan Social and Economic Development for the period until 2030 
- Program of Tatarstan Gas and Petrochemical Complex Development 
- Concept of Creating the Territorial Industrial Innovation Center INNOKAM 

 
 

DEVELOPMENT OUTLOOK  
Nizhnekamskneftekhim Strategic Program sets target to achieve the following ambitious key figures by 
2025 
EXPANSION OF SYNTHETIC RUBBER CAPACITY UP TO 1 MLN. TONS 
EXPANSION OF ETHYLENE ANNUAL CAPACITY UP TO 1.2 MLN. TONS 
EXPANSION OF PLASTICS ANNUAL CAPACITY UP TO 1.5 MLN. TONS 
 
Long-term outlook for the second stage of the strategic program:  
EXPANSION OF PLASTICS ANNUAL CAPACITY UP TO 2.5 MLN. TONS 
EXPANSION OF ETHYLENE ANNUAL CAPACITY UP TO 1.8 MLN. TONS  
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BOARD OF DIRECTORS’ REPORT ON DEVELOPMENT IN THE AREAS OF 
PRIORITY 

PJSC Nizhnekamskneftekhim Management Board is implementing the Company’s development 
strategy on an ongoing basis, taking into account business priorities. 
Here are some results achieved in the course of 2018. 
 
 
STRENGTHENING THE COMPANY'S POSITION OF A DIVERSIFIED PRODUCER OF 
SYNTHETIC RUBBERS IN THE GLOBAL MARKET 
In June, 2018, 
the Company brought on line 160 kta facilities to produce isobutylene, used as a feedstock to produce 
isoprene. Isoprene is the main component used in the production of synthetic isoprene abd butyl 
rubber. It is widely used in tyre applications and in manufacture of general mechanical rubber goods. 
Isobutylene is also used to produce organoaluminum compounds. 
The new facilities are in full compliance with personnel and machinery safety requirements, as well 
as the requirements for energy efficiency and sustainability.  
The works to expand the capacity of isoprene facilities up to 333 kta are near completion. 
Both projects are being executed as a part of a large-scale program aiming at the expansion of SKI-3 
isoprene rubber capacities up to 330 kilotons annually.  
In 2018, the Company started pre-investment works to set-up methanol production  with a capacity of 
500 kta.  
Methanol is used as a feedstock to produce synthetic rubber as a part of the following chain: 
methanol - formaldehyde - isobutylene - isoprene - synthetic rubber. 
Nizhnekamskneftekhim negotiated the issue with a number of companies to decide upon a 
technology, which was followed by drafting a licence agreement and an engineering contract.  
As a result of this work, in January 2019,  
the licencing and engineering contracts were let to Haldor Topsoe (Denmark), while the contract for 
project documentation development was awarded to JSC NIIK.  
 
 
The project to build a new 60 kta SSBR facility under a licence by a Japanese partner, is progressing.  
In October, 2018, public hearings were held to discuss EIA preliminary findings with respect to this 
construction project.  
Functionalized SSBR allows to produce eco-friendly, “green” tyres. Due to a better wet grip, tyres 
made from this rubber contribute a lot to safety of drivers and passengers.  
 
 
MAINTAINING THE STATUS OF A MAJOR PLAYER IN THE RUSSIAN AND CIS 
MARKET OF PLASTICS, AND IMPORT SUBSTITUTION 
In May 2018, 
at the St Petersburg economic forum, the Company signed EUR 807 mln. long-term Hermes Covered 
Loan Facility Agreement for EP-600 project funding purposes for the period up to 2032.   
The loan provider is a consortium consisting of five German banks, where Deutsche Bank AG acts as 
a book-runner.  
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The works related to this project are now in full swing. They include engineering, placement of 
orders for core process equipment, survey works at the site. 
 
In July, 2018, a new hydrogen treatment unit was put into operation at polyethylene facility, which 
will allow to stabilize polyolefins production process and reduce the consumption of hydrogen.  
 
In the course of 2018, within the efforts to diversify markets for polymers produced, the Company 
mastered the production of 3 medium-density polyethylene grades, used to produce plastic products 
by rotation moulding, and 2 polystyrene grades used to manufacture food packaging.  
The reporting year also saw the release of a new bimodal polypropylene grade used to produce 
composition materials, parts of vehicles, electrical equipment and electronics to replace import 
analogues. 
 
Nizhnekamskneftekhim is the only domestic producer of LLDPE, and in the reporting year it 
managed to increase the domestic sales of this product by more than 40 thousand tons.  
 
 
ENVIRONMENTAL COMPLIANCE 

Starting from 2001 Nizhnekamskneftekhim has been implementing the fourth ecological programme 
for the period from 2014 to 2020. 
The Programme is addressing specific tasks, among which are improvement of ecological efficiency 
and emergency tolerance, development of environmental infrastructure, elimination of accumulated 
damage, further development of the monitoring system and the environmental management system. 
In total, during the reporting period 61 environmental activities were performed under the fourth 
Environmental Program covering the period 2014-2020. The total costs amounted to over 1.5 billion 
rubles. 
In 2018, the Company’s environmental activities allowed  
to cut down the amount of waste water by more than 2.45 million cubic meters, air emissions by 469 
tons, generation of nonrecycled waste products by 5.08 thousand tons. 
The year 2018 marked the completion of work conducted by the Company to dewater and replace the 
sludge, removed from buffer pond No. 1 on the Tungucha river, using highly-effective filtering fabric 
system of Geotube.  
In total 67.4 thousand tons of sludge has been removed since 2016. The costs totaled 106.5 mln. 
rubles. 
These measures allowed to prevent emergency discharges of accumulated sludge into the rivers and 
to improve the quality of effluents leaving the ponds. 
 
The second phase of reconstruction of Biological treatment plant, which commenced in 2017, 
continued in 2018. It involves modernization of mechanical treatment unit for industrial and domestic 
effluents.  
All surveys related the second stage of BTP reconstruction have been carried out. Basic and detailed 
documentation has been developed.  
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As of today, the following works have been executed on the construction site: installation of storm 
communication lines from pumping station, underground cabling, polymer crumbs collection basin.  
Work is underway to install gas purifying units - bio-reactors for treatment of foul-smelling 
substances. 
The implementation of the second stage will allow to prevent the liberation of odours into the 
atmosphere and to protect the biological treatment unit from negative impact of burst and toxic 
effluents, which will allow to improve the biological treatment of effluents.  
The completion of the reconstruction work is scheduled for 2019.  
All these measures resulted in significant reduction in concentration of the following substances in 
the treated waste water: iron (19%), aluminium (16%), sulphates (17%), phenol (35%). formaldehyde 
(52%), methanol (71%).  
In 2018 the Company commenced work to rout a new off-site storm water collector KHZK-3. The 
construction works are expected to be completed by September, 2019. The collector having been 
launched, the capacity and reliability of the system, transporting waste water to the treatment 
facilities, will be improved.  
 
In 2018, to improve the ecological efficiency and to reduce the adverse impact on he environment, 
the following activities were carried out:  
Raising of efficiency of recycle water use: 
- introduction of advanced techniques of water preparation and revamp of cooling towers. 
Improvement of reliability and emergency tolerance of the facilities: 
- replacement of the system of breakers and short circuiters with SF6 circuit breakers on the first 
waterlift and at treatment facilities.  
Wastes reduction: 
- introduction of returnable wooden pallets used to transport black-extended concentrate allowed to 
cut generation of wastes by 90 tonnes annually.  
- use of returnable containers to transport butadiene rubbers allowed to cut down plastics wastes by 
200 tonnes per year.  
- the spent catalyst IM-2201 coming from SR Plant has been handed over to external companies, so 
that they could process it, which means that more than 550 tonnes of wastes  
 were not buried in industrial waste landfill in 2018.  
Heat energy saving: 
- the welding centre was equipped with air heaters to reduce heat consumption by 160 Gcal/year.  
- energy intensive welding equipment was installed in the section of semiautomatic welding to save 
up 16 thousand kW of heat energy annually.  
- new thermal insulation was installed in heating water pipeline, condensate and steam pipeline, and 
allowed to save 7826 Gcal of heat energy per year.  
Reduction of contaminated effluents: 
- the relevant subdivision replaced four boilers and installed effluents treatment unit, which allowed 
to both reduce the effluents from isoprene facility by 160 thousand m3/year  
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and to improve their quality,  
- internal cyclones of the IM Plant were replaced with new ones along with installation of additional 
external cyclones. It will allow to reduce the amount of catalyst slime by 350 tonnes, slime water by 
100 tonnes per year, and the amount of catalyst dust emissions by 30 tonnes per year.  
- Oligomers Plant introduced a new procedure to pump out chemically contaminated condensate 
coming from steam jet ejector installation. It will allow to reduce effluents by 7500 tonnes per year.  
Reduction of air pollution: 
- 16 pumps of Oligomers and Glycols Plant switched from single end seals to double end seals. Leak-
proof system for filling of tank cars was installed.  
 
 
 
ENERGY EFFICIENCY 
 
In October 2018, within Forum called Russian Energy Week, the Company signed a long-term 
Hermes Covered Loan Facility Agreement for EUR 240 mln. for the period up to 2033.   
The facility funds will be used to finance 495 megawatt CCGT-PP project. 
The new energy source will allow to optimize the energy costs in the situation of growing needs for 
energy attributable to the output expansion.   
  
 To ensure continuous steam feed to the production processes, the Company constructed and put on 
stream a steam delivery line 2000 meters long.  
 
 
  In 2018, 59 energy saving measures were performed within the scope of IV Energy Conservation 
Program for 2016-2020. That resulted in tangible energy savings, i.e. consumption of electrical 
power cut down by 5.4 million kilowatt hours, heat power - by 163.5 thousand gigacalories, and fuel 
equivalent - by 1076 tons, which in total amounted to 179.4 million rubles. 
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CORPORATE GOVERNANCE 
PRINCIPLES OF CORPORATE CONDUCT  
Protection of the Company shareholders and employees' rights  
Equal treatment to all shareholders  
Adherence to the standards of information transparency and openness  
Mutual trust and respect  
Personal responsibility of members of the Board of Directors and the Management Board and their 
accountability to the shareholders  
Continuous improvement of corporate conduct standards  
Openness in corporate decision making 
 
Conducting its business, Nizhnekamskneftekhim practices the Corporate Governance Code 
recommended by the Bank of Russia as per the letter No. 06-52/2463 of April 10, 2014. 
 
In 2018, in order to enhance the corporate governance model and practice, Nizhnekamskneftekhim 
approved the below documents: 
 
-The Company’s Charter as amended and approved by the General Shareholders Meeting;  
-The Company’s policy of risk management and internal control, as approved by the Board of 
Directors;  
- Procedure for preparation and conduct of the Board’s meetings, as amended and approved by the 
Board; 
- 2018 Plan for the Internal Audit Department. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

18 
 

CORPORATE GOVERNANCE STRUCTURE 
 

 
 
 
GENERAL SHAREHOLDERS MEETING 
 
The Annual General Shareholders Meeting is the supreme governing body of 
Nizhnekamskneftekhim. 
Any General Shareholders Meetings, other than Annual General Shareholders Meeting, are 
extraordinary meetings. 
 
The right to vote at the General Shareholders Meeting is held by shareholders who hold common 
shares.  
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The Shareholders who are owners of preferred shares, whose relevant dividend is specified in the 
Company’s Charter, have a right to participate in the General Shareholders Meeting and to vote on all 
the issues within its competence, starting from the meeting, following the Annual General 
Shareholders Meeting, during which no decision was taken to pay out dividends, or a decision was 
adopted to partially pay dividends on preferred shares.  
The right of shareholders, who are owners of preferred shares, to take part in General Shareholders 
Meeting, ceases upon the first payment of dividends on the preferred shares in full.  
Any shareholder is entitled to take part in General Shareholders Meeting either personally or through 
a representative. 
The Meeting is considered to be quorate if, it is attended by shareholders holding in aggregate more 
than half of the votes. 
 
The competence of General Shareholders Meeting includes , among other things, amending the 
Company’s Charter, approval of annual reports and auditor’s candidature, profit distribution, election 
of members of the Board and Auditing Committee, adoption of resolution to approve the candidature 
of the Company’s auditor and major transactions.  
 
In the reporting year the Nizhnekamskneftekhim General Shareholders Meeting was held on June 20, 
2018 
No extraordinary meetings were held in 2018. 
 
Nizhnekamskneftekhim General Shareholders Meeting, June 20, 2018 
Venue — conference hall of А-12 office building, Nizhnekamskneftekhim headquaters, 
Nizhnekamsk, Tatarstan, the Russian Federation. 
A quorum was present in respect of every issue on the agenda.  
The Meeting approved:  
- the Company’s annual report;  
- the Company’s annual financial statements;  
- distribution of profit following the results of 2017 (to declare and to pay no dividends on the 
Company’s shares);  
- remuneration payment and expenses refund to the Board of Directors and Auditing Committee 
members as recommended by the Board;  
- JSC PricewaterhouseCoopers Audit as an auditor for auditing the financial statements of the 
Company for 2018; 
The Company’s Charter as amended; 
 
 
-the Meeting elected the new Board and Auditing Committee. 
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BOARD OF DIRECTORS  
The Board of Directors is the Company’s governing body and a key component of the corporate 
governance system. It is the function of the Board of Directors to govern the Company’s activities 
and shape a long-term strategy. 
The Board’s decisions are present by the majority of the attending members voted unless otherwise 
provided by the Charter and legislation. 
When taking decisions, each Board member is entitled to one vote. 
The Meetings are regularly scheduled. 
It is the responsibility of the Board Chairman to arrange and direct the Board’s work in accordance 
with the approved schedule. 
The members of the Company’s Board are elected by the General Shareholders Meeting until the 
next General Shareholders Meeting. 
The Board of Directors’ members are elected by cumulative voting at the General Shareholders 
Meeting for a term until the next annual meeting. 
The new membership of the Company’s Board was voted and established on June 20, 2018. 
 

Ruslan Shigabutdinov 

Chairman of the Board of Directors  
Born: 1976 
 
Education: Kazan State University, jurisprudence department. 
Title: Deputy General Director for Corporate Property and Investments TAIF PSC 
 
Equity interest: none 
 
Ordinary shares: none 
 
 
 
Azat Bikmurzin 

Title: Deputy Chairman of the Board of Directors  
Born: 1969 
 
Education: Kazan Institute of Chemical Technology 
 
Title: General Director PJSC “Nizhnekamskneftekhim” 
 
Equity interest: 0.0004% 
 
Ordinary shares: 0.0005% 
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Radik Gaizatullin 
 
Born: 1964 
 
Education: Kazan Agricultural Institute, Doctor of Science Economics 
 
Title: Title: Minister of Finance of the Republic of Tatarstan 
 
Equity interest: none 
 
Ordinary shares: none 
 
 
 
Ruslan Gaizatullin 
 
Born: 1974 
Education: Ufa State Aviation Technical University 
Title: TAIF Deputy General Director for Energy Development and Information Technologies 
 
Equity interest: none 
 
Ordinary shares: none 
 
 
Albert Latypov 
 
Born: 1982 
 
Education: Kazan State University 
  
  
  
 
Title: Position: Head of Legal Department TAIF PSC 
 
Equity interest: none 
 
Ordinary shares: none 
 
 
 
Guzeliya Safina 
Born: 1955 
 
Education: Kazan Institute of Finance and Economics 
 
Title: Title: Deputy General Director for Economics and Finance TAIF PSC 
 
Equity interest: 0.0082% 
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Ordinary shares: 0.0093% 
 
 
 
Nahil Maganov 
 
Born: 1958 
 
Education: Gubkin Russian State University of Oil and Gas 
 
Title: Title: General Director PJSC TATNEFT 
 
Equity interest: none 
 
Ordinary shares: none 
 
 
Naim Mujicic 
 
Born: 1950 
 
Education: Zagreb Institute of Economics 
 
Shareholder of Interpetrol SA 
 
Equity interest: none 
 
Ordinary shares: none 
 
 
 
Vladimir Presnyakov 
 
Born: 1951 
 
Education: Kazan Institute of Chemical Technology 
 
Title: Title: Deputy General Director Refinery and Petrochemistry TAIF PSC 
 
Change of share in the Company in 2018: 
Transaction of inheritance in the Company’s shares: 
Transaction date: August 15, 2018. 
Inheritance in the shares: 
- 40,000 uncertificated registered ordinary shares; 
- 15,250 uncertificated preferred ordinary shares; 
Equity interest: 0.0036% 
 
Ordinary shares: 0.0031% 
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Rinat Sabirov 
 
Born: 1967 
 
Education: Kazan State University  
Candidate of Chemical Sciences 
 
Title: Title: Aide to the President of the Republic of Tatarstan  
Equity interest: none 
 
Ordinary shares: none 
 
 
 
Anand Viswanathan Subramanian 
 
Born: 1963 
 
Education: Annamalai University, India 
 
Title: Title: Advisor to General Director TAIF PSC for refinery and petrochemicals  
 
Equity interest: none 
 
Ordinary shares: none 
 
 

2018 CHANGES TO THE BOARD OF DIRECTORS MEMBERSHIP 

Members elected by the resolution of the General Shareholders Meeting of June 20, 
2018: 

Ruslan Gizzatullin TAIF Deputy General Director for Energy Development and 
Information Technologies 

 
Membership terminated since June 20, 2018: 

Vladimir Busygin Title: Deputy General Director for Management and Strategic 
Development of Nizhnekamskneftekhim, TAIF PSC  

 
 
 

Georgi Aleksandrov, Secretary of the Board of Directors  
Born: 1973 
Education: Kazan State University 
Title: Title: Head of Corporate Affairs PJSC “Nizhnekamskneftekhim” 
Equity interest: none 
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Ordinary shares: none 
 

 

BOARD COMMITTEES 

Both HR & REMUNERATION COMMITTEE and HR and Remuneration Committee operate under 
the Board on a permanent basis. 
It is the function of the Board Committees to pre-consider matters of high importance and issue 
recommendations to the Board of Directors. 
Existing Audit Committee was composed of the members of the Company’s Board of Directors. 
Professional experience and business skills are taken into account when composing the committees. 

 

 

 

 

MANAGEMENT BOARD 

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

Azat Bikmurzin 
Chairman of the 
Management Board 

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

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

Rodion Bulashov Born: 1978 
 
Education: university degree 
Title: Title: Deputy General Director for Human Resources and 
Social Issues PJSC “Nizhnekamskneftekhim” 
Equity interest: none 
Ordinary shares: none 
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Igor Larionov Born: 1970 
 
Education: university degree, Candidate of Economic Sciences 
 
Title: Title: Deputy General Director, Head of Corporate Property and 
Strategic Development Department PJSC “Nizhnekamskneftekhim” 
Equity interest: 0.0057%. 
Ordinary shares: 0.0065%. 

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

Ildus Safin Born: 1959 
 
Education: university degree 
Title: Title: Deputy General Director for Capital Projects PJSC 
“Nizhnekamskneftekhim” 
Equity interest: none 
Ordinary shares: none 

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

Ilfat  
 Sharifullin 

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

Timur Shigabutdinov Born: 1983 
 
Education: university degree 
Title: Title: Deputy General Director, Commercial Director PJSC 
Nizhnekamskneftekhim 
Equity interest: none 
Ordinary shares: none 
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Ilfar Yakhin Born: 1963. 
Education: university degree, Candidate of Economic Sciences 
 
Title: Title: Chief Accountant PJSC Nizhnekamskneftekhim 
 
Equity interest: 0.0135%. 
Ordinary shares: 0.003%. 

 

 

 

 

2018 CHANGES TO THE MANAGEMENT MEMBERSHIP 

Members elected in 2018 
 by the Board of Directors' resolution of March 6, 2018 and July 19, 2018: 

Rodion Bulashov Title: Deputy General Director for Human Resources and Social 
Issues PJSC Nizhnekamskneftekhim 

Ildus Safin Title: Deputy General Director for Capital Projects PJSC 
Nizhnekamskneftekhim 

Membership terminated in 2018 
 
by the Board of Directors' resolution of July 19, 2017 

Vasiliy Shuisky Title: Advisor to General Director for Social Issues PJSC 
Nizhnekamskneftekhim 
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INTERNAL AUDIT DEPARTMENT 

The Internal Audit Department executes resolutions adopted by the Board and cooperates with 
executive bodies of the Company to strengthen the management performance, to improve the 
Company’s business and financial performance, including through systematic and consistent 
approach to the analysis and assessment of risk management, internal control and corporate 
governance as tools to ensure reasonable confidence in reaching strategic and operating goals, or 
authenticity and integrity of the data provided on business and financial performance of the 
Company, or its efficiency, as well as identification of the Company’s internal resources, which 
can be used to boost its performance and to safeguard its assets.  
In the reporting year, while performing its activities, the Internal Audit Department was guided by 
and was performing in line with Provision on Internal Audit Department of 
Nizhnekamskneftekhim, its activity plan approved for 2018 and other local regulatory acts. 
The Internal Audit Department is administratively subordinate to the Company’s General Director, 
and functionally subordinate to the Board of Directors and Revisory Committee. 
In 2018 the Board considered the report summarizing the performance of the Internal Audit 
Department in the reporting period, including information on identified non-compliances, results 
and efficiency of implementation of recommendations by internal audit department, following the 
audit findings related to elimination of non-compliances revealed, the progress of the activity plan 
fulfilment, the evaluation report on real situation with risk management.  
The results of an analysis and assessment of the current effectiveness of risk management system 
were used to come to a conclusion that the current system, in whole, allows to manage the risks and 
provides the efficiency of internal control system, thus providing the executive bodies with the 
opportunity to take managerial decisions based upon the assessment of arising of risk factors.  
To make the work on risk management more efficient, it was recommended to expand the list of 
risk factors, to develop and to implement measures intended to manage the risks and to further 
monitor the results within the existing risks management model.  
 
To assess the efficiency of the internal control system, the respective body analyzed the relevance, 
procedures and control over the execution of internal regulatory documents of 
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 2018, and the remaining recommendations were accepted for 
execution. 
The Board approved 2019 Activity Plan for the Internal Audit Department. 
 
 
KEY PROVISIONS OF REMUNERATION AND COMPENSATION POLICY 
According to the "Provision on Principles and Criteria of Remuneration of the Board Members, 
Committees and Revisory Commission of Nizhnekamskneftekhim” the remuneration payout is 
subject to the net profit. 
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Remuneration is determined as percentage of the Company’s net profit for the financial year and of 
the positive absolute capital gain for the working period of the current Board of Directors, 
committees and revisory commission’s members. 
The remuneration amounts are approved by the General Shareholders Meeting. 
Rewards of the General Director (Chairman of the Management Board) and members of the 
Management Board are paid based on the employment agreements entered into between them and 
Nizhnekamskneftekhim. 
 
In 2018, the total sum paid to the Management and Board of Directors’ members (including rthe 
refund of expenses) amounted to 179,381 thousand rubles, including: 
•  64,887 thousand rubles to the Board of Directors (with the exclusion of government 
employees) 
•  114,494 thousand rubles to the Management Board 
For the members representing both the Board of Directors and Management Board, the total 
remuneration amount is included into the same of the Company Management member’s amount 
only. 
 
REPORT ON DIVIDEND PAYOUT 
 
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. 
 
 
DIVIDEND PAYOUT DYNAMICS 
 
Year Dividend per share, 

RUB 
Accruals, thousand 
rubles 

Dividend % in Net 
Profit 

2013 1.00  1,830,240 30 

2014 1.52 2,781,964 30 

2015 4.34 7,943,241 30 

2016 - - - 

2017 - - - 

 
 
KEY RISK FACTORS 
Nizhnekamskneftekhim has always been consistent in developing a system for precise 
determination of existing risks, informing the stakeholders thereof and minimizing its negative 
impact on the Company.  

Risk management system, using SAP GRC IT solutions, is being introduced. 
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This IT solution is integrated into the Company’s Automated Resources Control Systems SAP ERP. 

The Automated Risk Management System is based upon the concept of stabilization risk 
management, intended to provide the sustainability of the Company while meeting strategic goals 
established by the management.  

At the moment the system includes 53 risks of four groups: “Processes”, “Finances”, “Market” and 
“Resources”.  

Risk management in these groups is aimed at the following: 

- permanent monitoring of levels of internal and external risk factors; 

- quicker managerial decision-making; 

- measures to reduce and exclude the risks, making risks owners personally responsible;  

- provision of the Company’s stakeholders with transparency of information on risks level. 

COUNTRY AND REGIONAL RISKS  
There are no risks associated with geographical features of the country and the region in which the 
Company conducts its principal operations as the location of the Company is characterized by the 
absence of danger of natural disasters. 

Additionally, considering the level of transport infrastructure development, there are no risks of 
communication failure associated with the difficult geographical accessibility and distance. 

The convenient location allows a continuous shipment of products from the warehouses of the 
Company by rail road and motor trucks. 

 

Therefore, the most successful segments of the chemical and petrochemical complex have been and 
still remain the production units operating not only for domestic market, but also having a strong 
export potential. 

Nizhnekamskneftekhim exports its products to over 50 countries of the world. 

The main share of products is shipped to the countries of Europe, CIS, North America and Asia. 
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Starting from 2014, the EU, the USA and some other countries have been introducing sanctions 
against the RF. 

A number of them target individual enterprises, whereas the others are directed at Russia's certain 
economic sectors. 

Nizhnekamskneftekhim is not among the entities subject to the sanctions.  

Realization of potential direct and indirect risks of financial and economic sanctions triggered by 
the USA and Europe against Nizhnekamskneftekhim may somewhat impede the Company’s 
cooperation with its partners. 

 

However, introducing additional sanctions of this kind seems unlikely in the age of economic 
globalization, when risks for the party imposing sanctions may injure its own economy badly. 

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. 

In case the sanctions are introduced, every effort will taken to mitigate their negative impact.  

INDUSTRY RISKS 
The petrochemical sector, Nizhnekamskneftekhim is operating in, is characterized by certain degree 
of volatility of petrochemicals prices attributable to the cyclical nature of demand and supply.  

The key risks of this group may include changes in prices for raw materials, utilities and products. 

Realization of the above-mentioned risks can adversely affect the financial performance of the 
Company due to the increased expenses and reduced revenue, followed by a drop in profit. 

Principal feedstock prices to a great extent depend upon global trends in oil prices. 

The following factors facilitate the effective settlement of the whole range of issues related to the 
provision of the Emitter with feedstock: 

- close mutually beneficial collaboration with major players in the RF oil and gas market and the 
petrochemical companies of Tatarstan;  

- conclusion of long-term supply contracts; 
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- the Tatarstan leaders’ policy aimed at active support of all the petrochemical complex of the 
Republic.  

CURRENCY RISKS 
A part of the Company’s loan commitments is denominated in foreign currency, thus presenting a 
certain currency risk related to strengthening of currency exchange rate.  

This risk is partially mitigated by the fact that approximately one half of total revenue falls within 
export sales, which means that it is denominated in different currencies, 

thus hedging this risk in a natural way, while the currency earnings are used to cover loan 
commitments.  

INFLATION RISKS 
Following the results of 2018, the inflation rate in Russia stood at 4.3 % over the lowest in recent 
history 2.5 in 2017. The 2019 forecast by the Russian Central Bank is 5-5,5 %, whereas the 
Ministry of Economic Development and Trade expects this figure to be somewhat lower - 4.3 %. 
 
Nizhnekamskneftekhim devotes much attention to the restraint of costs escalation and to estimation 
of such risk when elaborating investment projects and solutions. 
In case the inflation dramatically surpasses the anticipations of the Russian government, the 
Company is poised to decrease costs, and accounts both payable and receivable. 
 
CREDIT RISKS  
Like any other business, the Company is subject to credit risk, which is the risk of contracting 
parties failing to meet their obligations.   
Credit risk susceptibility comes as a result of delayed payments for goods and products sold, works 
and services performed, as well as a result of other transactions with contracting parties, leading to 
long-outstanding receivables. Acquisition of the financial investments and holding finds in bank 
accounts can also carry this risk.  
This credit risk is mainly applied to the Company’s receivables. 
The Company’s managers are continuously analysing the lead times before payments and follow up 
past due balances.  
There is the ageing analysis of the receivables, which is taken into consideration while calculating 
the reserves for doubtful debts. 
While evaluating the necessity to set aside reserves for doubtful debts, the Company takes into 
consideration the financial standing of the buyers, their credit record and other factors.  
To reduce the credit risks, the Company resorts to the use of letters of credit. 
Nizhnekamskneftekhim policy stipulates entering into the contract relations with trustworthy 
counter-parties only and provides for advance payment receipt from new customers. 
For this purpose a counter-parties’ assessment procedure exists in the Company. 
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REPUTATION RISK  
In its efforts to minimize the reputation risk, Nizhnekamskneftekhim, within the business scope, 
continuously monitors compliance of its activities with the legislation of the Russian Federation and 
the corporate regulatory documentation, as well as reliability and accuracy of the information, 
which is made publicly available or presented to shareholders, counter-parties, administrative and 
inspection authorities, and other interested parties, including the information for advertising 
purposes. 
The Company monitors the enforcement of the RF legislation among its employees, affiliated and 
related organizations. 
Besides, the information system functions within the Company to prevent the insider information 
from being used by the persons who have access thereto. 
Nizhnekamskneftekhim studies completeness, reliability and adequacy of publicly available 
information and when necessary responds accordingly. 
The Company’s corporate website provides live information on the activities of the Company and 
all interested parties. 
 
INSURANCE RISKS 
When operating hazardous production facilities there exists a risk of damage to the Company’s 
property, including its loss, and the risk of the personal injury. 

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

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

A significant portion of risks is effectively shared with the overseas reinsurers. 

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

As of today, the Company has no underinsurance caveat to allow for correct insurance scheme.  

Foreign reinsurers pay special attention to the quality of the existing risk and establish special 
requirements for it, as in case of loss (occurrence of the insured event), the reinsurance companies 
will have to finance the loss in full according to actual reconstruction costs.  
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ENVIRONMENTAL RISKS  
Those are the risks of scaled-up environmental impact from newly constructed facilities and 
potential ecological degradation in the site surrounding area. 
 
Environmental safety is of high priority to Nizhnekamskneftekhim.  
Environmental measures are regularly practiced in accordance with the approved ecological 
policies. 
The Company applies a tried out system to monitor the production processes and environmental 
impact therefrom. 
Within the frames of the ongoing 4th program 61 nature protection measures were carried out with 
over 1.5 billion rubles funded. 
 
The Environmental Management System is certified according to ISO 14001. 
 
LEGAL RISKS 
In the course of business the Company is involved in several judicial cases as claimant or as 
respondent. 

Other than that, no claims for liquidation, property alienation, contestation of licenses or patents 
prosecuted. 

Probable changes to the judicial practice connected with Nizhnekamskneftekhim’s business 
operations, including licensing, are considered as insignificant and will not have a material impact 
on its activities. 

In case of entering changes as said, the Company intends to plan its financial and economic activity 
with consideration of these changes.  

 

RISKS ASSOCIATED WITH CHANGES IN CURRENCY LEGISLATION 
Significant change of currency control can hinder the proper fulfilment of obligations under the 
agreements/contracts, concluded earlier with counterparties (Russian and foreign), providing for the 
need to make payments on them in foreign currency and require the conclusion of supplements to 
such agreements/contracts. 
In this regard, the Company is largely dependent on changes in the currency legislation. 
It should be noted that Federal Law No.173-FZ dated December 10, 2003 “On Currency Regulation 
and Currency Control”, compared with the previous law, contributed much to the rights of 
participants of foreign economic activity and laid the foundation for further liberalization of 
currency relations. 
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Therefore, the probability of deterioration of the Company’s position as a result of changes in the 
currency legislation is unlikely. 
 
RISKS OF CHANGES IN TAX LEGISLATION 
Like any other business, Nizhnekamskneftekhim is subject to tax relations.  
Nizhnekamskneftekhim is one of the largest taxpayers in the Republic of Tatarstan that contributes 
to the federal, regional and local budgets. 
The most significant changes, which may adversely affect the Company's business, include 
amendments and addenda to the tax legislation stipulating the tax rates increase, as well as 
introduction of new taxes. 
The said changes and other tax-law amendments may cause an upswing in tax payment and, as a 
consequence, a decrease of net profit. 
Legal risks arising out of such changes are considered as average. 
To ensure the compliance with the tax legislation in full, the Company steadily responds to 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. 
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APPENDICES 
 
APPENDIX 1 
LIST OF TRANSACTIONS RECOGNIZED BY THE FEDERAL LAW "ON JOINT STOCK 
COMPANIES” AS MAJOR TRANSACTIONS 
 
According to Federal Law “On Joint Stock Companies”, Article 78, para 1, a major transaction means 
a transaction (in particular, a loan, credit, charge, surety) or several interconnected transactions, 
relating to the acquisition, alienation or possibility of alienation of assets by a company directly or 
indirectly, with the value of the assets being 25 per cent or more of the balance sheet value of the 
company's assets appraised according to its financial statements as of the last accounting date, except 
for transactions accomplished in the course of the ordinary economic activity of the company, 
transactions relating to the floatation by subscription (sale) of the company's ordinary shares and 
transactions relating to the floatation of issue securities converted into ordinary shares of the 
company, and transactions, accomplishment of which is mandatory for company according to Federal 
Laws and (or) other regulatory acts of the Russian Federation, and settlements under which are 
performed at the prices, defined according to the procedure, established by the Government of the 
Russian Federation, or at the prices and tariffs, established by Federal Executive Authority authorized 
by the Government of the Russian Federation. 
In the event of alienation or the possibility of alienation of assets a comparison shall be made between 
the balance sheet value of the company's assets and the value of such former assets determined 
according to accounting data, and in the event of assets acquisition, the purchase price thereof. 
In the reporting period the General Shareholders Meeting of Nizhnekamskneftekhim approved two of 
three transactions closed before: 
 
Transaction No.1 

Parties PJSC Nizhnekamskneftekhim 
Linde AG Engineering Division 

Subject of 
transaction (inter-
related transactions) 

Principle Agreement for execution of contracts related to EP-600 Complex 
implementation 

Value (inter-related 
transactions) 

Total value of contracts package is 868,000,000 (VAT excluded) 

Approved body General Shareholders Meeting 
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Transaction No.2 

Parties PJSC Nizhnekamskneftekhim 
Deutsche Bank AG 
UniCredit Bank AG 
Bayerische Landesbank, Landesbank Baden-Württemberg and DZ BANK AG 
Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main 

Subject of 
transaction 
(inter-related 
transactions) 

Facility Agreement 

Value (inter-
related 
transactions) 

Not to exceed EURO 864,596,023 and is defined as an aggregate amount of: 
• Total Commitments amounted to maximum EURO 818,777,050, including: 
a) Tranche 1 Total Commitments in the amount up to EURO 737,800,000; 
b) Tranche 2 Total Commitments и Tranche 3 Total Commitments in the amount up 
to EURO 80,977,050; 
• interests amount (EUR 39,728,775), and  
• certain fees amount (maximum EUR 6,090,198). 

Other 
Essential 
Conditions 

Ultimate maturity with respect to all payment obligations, covered by the Facility 
Agreement, comes 15 years after the execution date of Facility Agreement at the 
latest. 

Approved 
body 

General Shareholders Meeting 

Transaction No.3 

Parties PJSC Nizhnekamskneftekhim 
Generic Public 

Subject of 
transaction (inter-
related 
transactions) 

Placement by the Company of 001P certificated interest-bearing non-convertible 
exchange-traded bearer bonds with obligatory depository storage under 
Exchange-traded Bonds Program, with the total face value for all issues to be 
placed under the Exchange-traded Bonds Program of up to and including Forty 
billion (40,000,000,000) Russian rubles or an equivalent of the amount in 
foreign currency, offered by public subscription through bidding procedure, with 
maturity date of no later than Three thousand six hundred and fifty (3,650) days 
starting from the offering date of exchange-traded bonds under the 
abovementioned Program, in monetary form, by bank transfer in foreign 
currency, defined by the Terms of issue, including coupon yield payment, which 
in any case shall not exceed 10.25 per cent per annum. 

Value (inter-
related 
transactions) 

Up to and including Eighty one billion (81,000,000,000) Russian rubles or an 
equivalent of the amount in foreign currency, defined as an aggregate amount 
of: 
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- maximum total face value of exchange-traded bonds, amounted up to Forty 
billion (40,000,000,000.00) Russian rubles, that can be placed under Exchange-
traded Bonds Program  
and 
- coupon yield amount, charged on placed exchange-traded bonds per each 
relevant charging period and calculated at rate of maximum 10.25 per cent per 
annum. 
Estimated amount of coupon yield as of the approval date of major transaction 
could not exceed Forty one billion (41,000,000,000) Russian rubles. 

Approved body To be approved by General Shareholders Meeting 
 

 
 
APPENDIX 2 
LIST OF TRANSACTIONS RECOGNIZED BY THE FEDERAL LAW "ON JOINT-STOCK 
COMPANIES” AS INTERESTED PARTY TRANSACTIONS 
 
No transactions recognized by the Federal Law “On Joint Stock Companies” as interested party 
transactions were effected by Nizhnekamskneftekhim in 2018. 
 
 
  



 

38 
 

APPENDIX 3 

THE CORPORATE GOVERNANCE CODE COMPLIANCE REPORT  
THE BOARD OF DIRECTORS' STATEMENT ON CORPORATE GOVERNANCE CODE 
COMPLIANCE 
 
Nizhnekamskneftekhim is a major public company and it strives to follow the advanced standards of 
Corporate Governance in accordance with recommendations of Corporate Governance Code of the 
Bank of Russia and the best international practices. 
 
Based on Russian Law Nizhnekamskneftekhim adopted corporate governance model, which is aimed 
at respecting interests of Company’s shareholders, employees, governing and executive bodies, and 
other stakeholders 
Information on the principles of corporate governance, as well as the structure of governing and 
executive bodies can be found in “Corporate governance” section 
 
 
The Report on Corporate Governance Code compliance was reviewed by the Board of Directors of 
Nizhnekamskneftekhim at the meeting on March 6, 2019 as part of the review and provisional 
approval of the Company's Annual Report for 2018. 
 
Corporate Governance Code compliance was evaluated in accordance with recommendations of Bank 
of Russia on report preparation described in letter No. IN-06-52/8 of February 17, 2016 "On 
disclosure of the Report on Corporate Governance Code compliance in the Annual Report of a public 
joint-stock company." 
 
The Board of Directors confirms that the data in this Report contains the comprehensive and reliable 
information on Company's compliance with Corporate Governance Code principles and 
recommendations for 2018. 
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No. Principles of Corporate 

Governance 
Evaluation criteria of corporate 

governance principles' compliance 
Status of 

compliance 
Reason for deviation 

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

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

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

Observed  

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

1 The notice of the General 
Shareholders Meeting is posted 
(published) on the Internet website at 
least 30 days before the date of the 
meeting. 
2 The notice of the meeting states the 
venue of the Meeting and the 
documents required for admission to 
the premises. 
3 Shareholders were provided with 
access to the information about the 
persons who proposed the agenda 
items and nominated candidates for 
the Board of Directors and the 
Revisory Commission of the 
Company. 

Partially 
observed 

In 2018 the notice of the General 
Shareholders Meeting was posted 
(published) on the Internet website 
at least 20 days before the date of 
the meeting according to then 
applicable legislative requirements 
and Company’s Charter. 
In Company’s opinion, this time 
period is sufficient for preparation 
of shareholders to General 
Shareholders Meeting. 

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

1 In the reporting period the 
shareholders were offered the 
opportunity to pose questions to the 
members of the executive bodies and 
the Board of Directors of the 
Company before and during the 
Annual General Meeting. 
2 The position of the Board of 
Directors (including the individual 
documented opinions) on each item of 
the agenda of the general meetings 
held during the reporting period was 
included in the documents for the 
General Shareholders Meeting. 
3 The Company granted the authorized 
shareholders the access to the list of 
persons entitled to participate in the 
general meeting starting from the date 
of its receipt by the company 
whenever the general meetings were 
held in the reporting period. 

Observed  

1.1.4 There should be no 
unjustified difficulties 
preventing shareholders 
from exercising their right 

1 In the reporting period the 
shareholders were allowed to propose 
items to be included in the agenda of 
its Annual General Meeting during 

Observed  
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to demand that a general 
meeting be convened, 
nominate candidates to the 
Company’s governing 
bodies, and to place 
proposals on its agenda. 

minimum 60 days from the end of a 
respective calendar year. 
2 In the reporting period the Company 
did not refuse to include these 
proposals on the agenda or the 
candidates to the Company's bodies 
due to typos and other insignificant 
flaws in the shareholder's proposal. 

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

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

Observed  

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

1 During the reporting period, when 
holding the general shareholders 
meeting in the form of a meeting (joint 
attendance of the shareholders), 
sufficient time was provided to present 
the reports on the agenda and discuss 
these issues. 
2 Candidates to the governance and 
supervision bodies of the Company 
were available for answering the 
shareholders questions at the meeting 
where their candidacies were put to 
the vote. 
3 The Board of Directors, when 
making decisions related to the 
preparation and holding of General 
Shareholders Meetings, considered the 
issue of using telecommunications to 
provide a remote access to the 
shareholders for participation in the 
general meetings during the reporting 
period. 

Observed  

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

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

1 The dividend policy was developed 
and disclosed in the Company after 
approval by the Board of Directors. 
2 If the Company's dividend policy 
uses the Company's reporting 
indicators to determine the amount of 
dividends, then the relevant provisions 
of the dividend policy take into 
account the consolidated financial 
statements. 

Partially 
observed  

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

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

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

Observed   
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the Company’s activity. 
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  

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

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

Partially 
observed  

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

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

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

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

Observed  

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

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

Observed  

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

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

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

Observed  

2.1 The Board of Directors should be in charge of strategic governance of the company, determine major principles and 
approaches to create a risk management and internal control system within the company, monitor the activity of the 
company’s executive bodies, and carry out other key functions. 
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2.1.1 The Board of Directors 
should be responsible for 
decisions to appoint and 
remove [members] of 
executive bodies, 
including in connection 
with their failure to 
properly perform their 
duties. 
The Board of Directors 
should also monitor that 
the Company’s executive 
bodies act in accordance 
with the approved 
development strategy and 
main business goals of the 
Company.  
 

1 The Board of Directors has the 
authority embodied in the Charter to 
appoint, remove from the office and 
determine the terms of contracts with 
respect to the members of the 
executive bodies. 
2 The Board of Directors reviewed the 
report (reports) of the sole executive 
body and members of the collegial 
executive body on the implementation 
of the Company's strategy. 

Observed   

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

1 During the reporting period, the 
Board members discussed the issues 
associated with implementation and 
updating 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 determined 
the principles of and approaches to 
creation of the risk management and 
internal control system in the 
Company. 
2 The Board of Directors assessed the 
risk management and internal control 
system during the reporting period. 

Observed  

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

1 The Company developed and 
implemented the policy (policies) 
approved by the Board of Directors on 
remuneration and reimbursement of 
costs (compensation) to the Board 
members, executive bodies of the 
Company and other key managersf the 
Company. 
2 During the reporting period, issues 
related to this policy (policies) were 
discussed at the Board meetings. 

Observed   

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

1 The Board of Directors plays a key 
role in preventing, detecting and 
resolving internal conflicts 
2 The Company established an 
identification system for transactions 
involving a conflict of interest, and the 
system of measures aimed at resolving 
such conflicts 

Observed  

2.1.6 The Board of Directors 
should play a key role in 
procuring that the 

1 The Board of Directors approved the 
information policy regulation. 
2 The Company appointed the persons 

Observed  
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Company is transparent, 
discloses information in 
full and in due time, and 
provides its shareholders 
with unhindered access to 
its documents. 

responsible for implementation of the 
information policy. 

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 of Directors members discussed 
the issue of corporate governance 
practices in 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 Board’s activity 
conducted during the reporting period. 

Partially 
observed  

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

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

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

Observed  

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

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

1 Company-specific procedure to 
evaluate the efficiency of work of the 
Board of Directors includes inter alia 
the evaluation of professional 
qualifications of the Board members. 
2 During the reporting period, the 
Board of Directors (or its nominations 
committee) evaluated candidates for 
the Board of Directors membership 
with regard to their experience, 
knowledge, business reputation, no 
conflict of interest, etc. 

Partially 
observed 

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

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

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

Partially 
observed  

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

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

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

Partially 
observed 

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

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

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

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

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

should mean any person 
who has professional skills 

1 During the reporting period, all 
independent members of the Board of 
Directors met all independence criteria 

Observed   
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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 member of 
the Board of Directors) 
cannot be deemed to be 
independent, if he/she is 
associated with the 
Company, any of its 
substantial shareholders, 
material trading partners 
or competitors, or the 
government. 

specified in the Code 
recommendations 102-107 or were 
recognized as independent by the 
decision of the Board of Directors. 

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

1 In the reporting period, the Board of 
Directors (or the Board committee on 
nominations) formed an opinion on 
the independence of each candidate to 
the Board of Directors and presented 
the respective conclusion to 
shareholders. 
2 During the reporting period, the 
Board of Directors (or the nominations 
committee of the Board) at least once 
reviewed the independence of the 
existing members of the Board of 
Directors, whom the Company 
indicates in its Annual report as 
independent directors. 
3 The Company developed the 
procedures that define the necessary 
actions of the Board member in the 
event that he ceases to be independent 
including the obligation to promptly 
inform the Board of Directors to this 
effect. 

Partially 
observed 

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

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

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

Nonobservance  
 

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

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

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

Nonobservance Within the established practice of 
the Company’s Board of Directors, 
agenda items, including those 
related to material corporate 
actions, are reviewed by all 
members of the Board of Directors, 
including independent ones. 
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2.5 The chairman of the Board of Directors should help it carry out the functions imposed thereon in a most efficient 
manner. 

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

1 The Chairman of the Board of 
Directors is an independent director, 
or a senior independent director was 
appointed from among the 
independent directors. 
2 The role, rights and duties of the 
Chairman of the Board of Directors 
(and, if applicable, the senior 
independent director) are duly defined 
in the internal documents of the 
Company. 

Partially 
observed 

In light of established corporate 
governance model and practice and 
due to the lack of statutory 
requirements a Chairman of the 
Company’s Board of Directors was 
not independent, and senior 
independent director was not 
determined in the Board of 
Directors in the reporting period. 
The existing membership of the 
Board of Directors was elected in 
accordance with the proposals of 
shareholders. 

2.5.2 The Board chairman 
should ensure that Board 
meetings are held in a 
constructive atmosphere 
and that any items on the 
meeting agenda are 
discussed freely. The 
chairman should also 
monitor fulfilment of 
decisions made by the 
Board of Directors. 

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

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

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

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

Observed  

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

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

1 The internal documents of the 
Company read that a member of the 
Board of Directors should notify the 
Board of Directors if he has a conflict 
of interest with respect to any item on 
the agenda of a meeting of the Board 
of Directors or the committee of the 
Board before the discussion of the 
relevant agenda item. 
2 Internal documents of the Company 
stipulate that a member of the Board 
of Directors should refrain from 
voting on any issue in which he has a 
conflict of interest. 
3 The Company has established the 
procedure that allows the Board of 
Directors to receive professional 
advice on matters within its 
competence at the expense of the 
Company. 

Observed   

2.6.2 Rights and duties of Board 
members should be clearly 
stated and documented in 

1 The Company adopted and 
published the internal document that 
clearly defines the rights and duties of 

Observed  
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the company’s internal 
documents. 

the members of the Board of 
Directors. 

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

1 Individual attendance of the Board 
meetings and the committees as well 
as the time devoted to preparing for 
participation in the meetings was 
taken into account in the procedure for 
evaluating the Board of Directors in 
the reporting period. 
2 In accordance with the Company's 
internal documents, the members of 
the Board of Directors are obliged to 
notify the Board of Directors of their 
intention to join the management 
bodies of other organizations (in 
addition to the Company's associated 
and related organizations), as well as 
the fact of such appointment. 

Partially 
observed 

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

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

1 In accordance with the Company's 
internal documents, members of the 
Board of Directors have the right of 
access to documents and make 
inquiries concerning the Company and 
organizations under its control, and the 
executive bodies of the Company must 
provide relevant information and 
documents. 
2 The Company has a formalized 
program of familiarization activities 
for newly elected members of the 
Board of Directors. 

Observed   

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

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

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

Observed   

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

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

Observed   

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

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

Partially 
observed  

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

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

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

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

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

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

1 The Board of Directors formed the 
Audit Committee consisting of 
independent directors only. 
2 The internal documents of the 
Company set out the tasks of the Audit 
Committee including, among other 
things, the tasks contained in 
recommendation 172 of the Code. 
3 At least one member of the Audit 
Committee being an independent 
director, has experience and 
knowledge in preparation, analysis, 
evaluation and audit of accounting 
(financial) statements. 
4 The meetings of the Audit 
Committee were held at least quarterly 
during the reporting period. 
 

Partially 
observed  

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

2.8.2 For the purpose of 
preliminary consideration 
of any matters of 
development of efficient 
and transparent 
remuneration practices, it 
is recommended to form a 
remuneration committee 
comprised of independent 
directors and chaired by 
an independent director 
who should not 
concurrently be the Board 
chairman. 

1 The Board of Directors formed the 
Remuneration Committee consisting 
of independent directors only. 
2 The Chairman of the Remuneration 
Committee is an independent director 
being not the Chairman of the Board 
of Directors. 
3 The internal documents of the 
Company set out the tasks of the 
Remuneration Committee including, 
among other things, the tasks 
contained in recommendation 180 of 
the Code. 

Partially 
observed  

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

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

1 The Board of Directors established a 
Committee on Nominations (or its 
tasks specified in recommendation 186 
of the Code are implemented within 
the scope of another committee), the 
majority of its members are 
independent directors. 
2 The internal documents of the 
Company define the tasks of the 
Nomination Committee (or the 
corresponding committee with the 
integral functions) including, among 
other things, the tasks contained in 
recommendation 186 of the Code. 

Partially 
observed  

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

2.8.4 Taking account of its 
scope of activities and 
levels of related risks, 
Company’s Board proved 
that the membership of its 
Committees is fully 
complied with Company’s 
mission. 
Any additional committees 
were either formed or 
were not deemed 
necessary (a strategy 
committee, a corporate 

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  
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governance committee, an 
ethics committee, a risk 
management committee, a 
budget committee or a 
committee on health, 
security and environment, 
etc). 

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

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

Partially 
observed  

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

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

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

Observed   

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

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

1 The self-assessment or external 
evaluation of the work of the Board 
was carried out during the reporting 
period and included the evaluation of 
the work of committees, individual 
members of the Board and the Board 
of Directors in the whole. 
2 The results of the self-assessment or 
external evaluation of the Board of 
Directors conducted during the 
reporting period were reviewed at the 
physical meeting of the Board of 
Directors. 

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



 

51 
 

of Directors efficiency in the 
reporting period. 

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

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

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

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. 
His main functions are performed 
by the secretary of the Board of 
Directors. 
The rights and responsibilities of 
the secretary of the Board are 
established in the Regulations on 
the Board of Directors of the 
Company and considerably comply 
with rights and responsibilities of 
corporate secretary. 

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

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

Partially 
observed 

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

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

4.1.1 It is recommended that the 
level of remuneration paid 
by the Company to its 
Board members, executive 

1 The Company has adopted an 
internal document (documents) - a 
policy (policies) for the remuneration 
of members of the Board of Directors, 

Observed   
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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. 

executive bodies and other key 
executives, which clearly defines the 
approaches to remuneration of the said 
individuals. 

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

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

Observed  

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

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

Observed  

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

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    
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of the Company’s policy 
on compensations. 

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

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

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

Observed  

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

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

Observed    

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

1 During the reporting period, the 
annual performance indicators 
approved by the Board of Directors 
were used to determine the amount of 
variable compensation for the 
members of the executive bodies and 
other key management personnel of 
the Company. 
2 In the course of the last evaluation of 
the remuneration system for the 
members of the executive bodies and 
other key management personnel of 
the Company, the Board of Directors 
(Remuneration Committee) was 
satisfied that the Company uses an 
effective ratio of the fixed part of the 
remuneration and the variable part of 
the remuneration. 
3 The Company has established the 
procedure, that ensures the return to 
the Company of bonus payments 
wrongfully received by the members 
of the executive bodies and other key 
executives of the Company. 
 

Partially 
observed 

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

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

1 
The Company introduced a long-term 
motivation program for the members 
of the executive bodies and other key 
executives of the Company using the 
Company's shares (financial 
instruments based on the shares of the 
Company). 
2 The long-term motivation program 
for the members of the executive 
bodies and other key management 
personnel of the Company stipulates 
that the right to sell shares and other 
financial instruments used in the 
program comes not earlier than three 
years from the date of their provision. 
Besides, the right to sell them is based 
on the achievement of certain 
performance indicators of the 
Company. 

Nonobservance The Company does not have a 
motivation program for the 
members of the executive bodies 
using the Company's shares or 
financial instruments based on 
them. 
Remuneration to the members of 
the Management Board is paid for 
the performance of their duties as 
employees of the Company in 
accordance with the concluded 
labor contracts and the regulations 
on bonuses to employees of the 
Company that stipulates the use of 
the key performance indicators 
approved by the Board of Directors 
to determine the bonus rate. 
The Company holds the view that 
existing remuneration system 
enables engagement and retention 
of experienced and qualified 
specialists. 

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 

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   
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on the part of such person, 
should not exceed two 
times the fixed portion of 
his/her annual 
remuneration. 
 

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

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

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

Observed   

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

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

Observed  

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

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

Observed   

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

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

Observed   

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 

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  
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is functionally subordinate 
to the Board of Directors. 

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

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

Observed  

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

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

1 The Company's Board of Directors 
approved the Company's information 
policy based on the Code 
recommendations. 
2 The Board of Directors (or one of its 
committees) considered the issues 
related to the Company's compliance 
with its information policy at least 
once during the reporting period. 

Observed   

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

1 The Company discloses the 
information on the corporate 
governance system and the general 
principles of corporate governance 
applicable in the Company. The same 
is posted on the Company's website. 
2 The Company discloses the 
information on the composition of the 
executive bodies and the Board of 
Directors, on the independence of the 
Board members and their membership 
in the Board committees (in 
accordance with the definition of the 
Code). 
3 In the event that there is an entity 
controlling the Company, the 
Company publishes a memorandum of 
the controlling entity regarding the 
plans of such entity with respect to 
corporate governance. 

Partially 
observed 

The Company does not have a 
memorandum of the controlling 
entity regarding the plans of such 
entity with respect to corporate 
governance because the controlling 
entity did not inform the Company 
about his plans for corporate 
governance. 
 
 
 

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. 

Partially 
observed  

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

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

1 During the reporting period, the 
Company disclosed its annual and 
semi-annual financial statements 
prepared in accordance with IFRS. 
The Annual Report of the Company 
for the reporting period includes 
annual financial statements prepared 
in accordance with IFRS together with 
an auditor’s report. 
2 The Company discloses complete 
information on the Company's capital 
structure in accordance with the Code 
recommendation 290 in the Annual 
Report and on the Company's Internet 
site. 

Partially 
observed 

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

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

1 The Annual Report of the Company 
includes information on key aspects of 
the Company's operating activities and 
its financial results. 
2 The Annual Report of the Company 
contains information on the 
environmental and social aspects of 
the Company's activities. 

Partially 
observed  

Company’s Annual Report includes 
separate information on business 
operations, financial performance, 
and information on key results of 
activities in the field of social 
development and environmental 
safety for the reporting year. 
The Company doesn’t see the need 
to re-disclose this information in 
detail within the Annual Report 
due to the fact that this information 
is regularly disclosed in detail as a 
part of news and press releases, 
published on Company’s corporate 
website. 

6.3 The Company should provide information and documents requested by its shareholders in accordance with the 
principle of equal and unhindered accessibility. 

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

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

Observed   

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

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  
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have a material impact on 
its competitiveness. 

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

7.1.3 When taking any material 
corporate actions which 
would affect rights or 
legitimate interests of the 
Company’s shareholders, 
equal terms and conditions 
should be ensured for all 
of the shareholders; if 
statutory mechanisms 
designed to protect the 
shareholder rights prove to 
be insufficient for that 
purpose, - additional 
measures should be taken 
with a view to protecting 
the rights and legitimate 
interests of the Company’s 

1 Based on the specifics of the 
Company’s activities, the Charter of 
the Company established lower 
minimum criteria for classifying the 
transactions of the Company as 
material corporate actions than those 
provided for by law. 
2 During the reporting period, all 
material corporate actions went 
through a confirmation process before 
they were implemented. 

Partially 
observed 

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

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

Partially 
observed  

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

The Annual Report was preliminary approved by the decision of the Board of Directors of 
PJSC Nizhnekamskneftekhim on March 6, 2019. 
 
(MON No. ___ of March ___ 2019) 
 
The Annual Report was approved by the General Shareholders Meeting of PJSC 
Nizhnekamskneftekhim on April 12, 2019 
 
(MOM of April __, 2019). 
 
Reliability of the information contained herein is confirmed by the Revisory Commission of 
PJSC Nizhnekamskneftekhim. 
 
 
Azat Bikmurzin 
(signature) 
 
General Director 
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