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DEAR SHAREHOLDERS, 
INVESTORS AND PARTNERS, 
 
IN 2019 WE IMPLEMENTED 
PROMISING INVESTMENT 
PROJECTS AND ACTIVELY 
WORKED TO INCREASE 
OUR PERFORMANCE, 
WHILE COMPETITION WAS 
EXPANDING AND PRICES FOR 
PETROCHEMICALS WERE 
GOING DOWN.

The market welcomed the 
results achieved, and our market 
capitalization grew up by 56.2%, 
reaching an unprecedented 
amount of 174.9 billion rubles. 
As had been the case in previous 
years, the expertise and efforts 
by our personnel, management 
and the Board were aimed at 
addressing the issues related to 
manufacture of highly competitive 
products, output expansion, launch 
of new facilities, and production 
of new kinds and grades of in-
demand products. 

Our marketable output in 
2019 amounted to 2.5 million 
tons. 2019 witnessed the 
peak in ethylene, benzene, 
styrene, isobutylene and 
isoprene production. This was 
made possible by continuous 
improvement of the production 
process, the revamp of the 

facilities, and implementation of 
investment projects aiming to 
expand the capacity of Isoprene 
Monomer Plant and the Synthetic 
Rubber Plant. 

In 2019, we consistently addressed 
the issues of resources efficiency. 
Thus, 45 energy saving measures 
were carried out within the scope 
of the 4th Energy Conservation 
Program. They allowed to cut 
down consumption of electrical 
power by 6.7 million kilowatt 
hours, heat power - by 75.4 
thousand gigacalories, and 
fuel equivalent - by 319 tons. 
Nizhnekamskneftekhim was 
awarded a Grand Prix for its 
newly introduced technologies 
at a specialized exhibition held 
in Moscow within the framework 
of the 17th international energy 
forum Russian Fuel and Energy 
Complex in the XXI Century.

CHAIRMAN’S 
ADDRESS
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While focusing our efforts on production, 
we consider environmental performance 
to be one of our priorities. It would be 
no exaggeration to say that 2019 in 
this respect was a breakthrough year. 
The reporting year saw the completion 
of biological treatment plant project, 
involving implementation of state-of-the-
art technologies and the newest equipment. 
Along with that, we built a 15 km long 
waste and storm water system. The total 
cost of the reconstruction project amounted 
to 3 billion rubles. In the aggregate, 423 
activities were implemented within the 
framework of the 4th Ecological Program 
covering the period from 2014 to 2020. 
In 2019, environment protection expenses 
totaled about 29 billion rubles. 

In the reporting year, the Company was 
actively implementing social programs. 
Corporate Social Responsibility, as 
we see it, is a multi-faceted notion. It 
means being in charge of the well-being 
of both our personnel and citizens of 
Nizhnekamsk. During the past 5 years, 
we allocated 522 million rubles for 
construction, reconstruction and repair of 
roads, reconstruction of the embankment, 
cultural establishments, improvement 
to facilities in parks and squares. 2019 
marked the completion of different projects 
to modernize and reconstruct medical 
and sports institutions. The Company 
contributes appreciably to the welfare of 
Nizhnekamsk and its citizens. Behind the 
cold statistics on the funds allocated and 
the facilities built, there are city dwellers 
and their families. They are of the upmost 
importance to us. 

We are a public joint-stock company, and 
our shares are traded at organized stock 
exchanges. Seeking to strike a reasonable 
balance between the interests of our 
shareholders and long-term development 
plans, the Company declared dividends 
in the amount of 36.5 billion rubles. The 
dividends were paid following the results 
of 2018, in consideration of the earnings 

received in the reporting year and the 
undistributed profits of the previous years.

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

The Board of Directors has done a great 
amount of work to exert strategic control 
over objectives being pursued. Eight Board 
Meetings were held in 2019, where the 
Board members considered more than 
60 agenda items, related to the principal 
aspects of our business. 

We are optimistic when it comes to the 
Company’s growth prospects. We have great 
expectations with regard to implementation 
of the large-scale Olefins Project and 495 
megawatt CCGT Project intended to supply 
energy for the existing and future facilities, 
and to increase their energy efficiency. The 
implementation of the said projects was 
continued in the reporting year. 

Despite the fact that the petrochemical 
industry will experience further 
uncertainties, we have a clear idea of 
our future, and have at our disposal the 
necessary assets, expertise and personnel, 
which will allow us to achieve the goals we 
have set. 

As the Chairman of the Board of Directors, 
I am proud of what we achieved in 2019, 
and there are no doubts, we’ll continue 
to drive growth. My sincere thanks 
and appreciation go to employees, the 
management, shareholders and partners 
of Nizhnekamskneftekhim for their 
contribution to the prosperity of our 
company. Thanks for your support! 

Ruslan Shigabutdinov 
Chairman of the Board of Directors
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DEAR COLLEAGUES 
 AND PARTNERS, 
THIS ANNUAL REPORT 
SUMMARIZES OUR 
PERFORMANCE IN THE 
YEAR 2019.  THE LAST YEAR 
REPRESENTED ANOTHER STEP 
TOWARDS OUR PRIORITY 
GOAL OF STRENGTHENING 
THE STANDING OF 
NIZHNEKAMSKNEFTEKHIM 
IN THE GLOBAL AND DOMESTIC 
MARKETS.

Despite the economic headwinds, 
we managed to achieve positive 
performance results in 2019. 

We completed capital construction, 
technical revamp and launching 
of certain facilities, which allowed 
to achieve unprecedented capacity 
in the following products: 
ethylene - 618.0 thousand tons, 
benzene – 274.8 thousand tons, 
styrene – 307.3 thousand tons. 
The production of isoprene from 
isobutane was increased up to 
217 thousand tons. 

We mastered the production of new 
KDI-M catalyst at the Oligomers 
and Glycols Plant. We started to 
manufacture new kinds of products 
– solid polyethylene glycol and 
methoxy polyethylene glycol. 
Benzene extraction unit at the 
Ethylene Plant reached its design 
capacity. 

Last year Nizhnekamskneftekhim 
took an important step forward 
to the diversification of product 
portfolio. We completed the 
second stage of modernization of 
butadiene rubber facilities, making 
it possible to launch the new 
rubber grade. The production of 
three new polypropylene grades 
was mastered at the Plastics Plant. 
As the leading supplier of LLDPE in 
Russia, the Company increased its 
LLDPE capacity. 

Steady efforts have been made to 
improve the quality of our products. 
Nizhnekamskneftekhim took 
part in the 14th competition for 
Tatarstan Government award and 
was granted a diploma for Business 
Excellence. 

The quality of our plastics was 
highly appreciated by experts of the 
federal and republican competition 
Best Goods and Services 2019.

GENERAL 
DIRECTOR’S 
ADDRESS
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Our РЕ5118QM grade of LLDPE 
received a title of the laureate of the 
republican competition. Two other 
products – polystyrene GPPS-25FEB 
and bromobutyl rubber BBK-232 
- were awarded the first degree 
diplomas. 

In 2019, the Company continued its 
work to digitalize and modernize the 
facilities, to raise the resources and 
energy efficiency and to enhance eco-
efficiency. 

Nizhnekamskneftekhim successfully 
completed its key environmental 
project, which included a wide-scale 
reconstruction of the biological 
treatment plant and construction 
of the new waste and storm water 
system. The cost of the project 
to construct new facilities and to 
introduce state-of-the-art unique 
wastes treatment technologies was 
2.8 billion rubles. The Company 
procured and put into operation 
a special purpose mobile eco-
monitoring station. It allows to 
receive a complete slice of data 
on the air at any point of the 
Nizhnekamsk municipality. The 
activities, which are implemented by 
the Company within the framework 
of the Fourth Ecological Program 
and based upon the use of modern 
technologies, rational use of natural 
resources and optimization of 
engineering processes, allowed to 
improve environmental effectiveness 
indicators and to reduce specific 
consumption (per a million rubles of 
marketable output) of raw materials 
by 9.7%, process water – by 10.2%, 
atmospheric emissions – by 18.6%, 
and thermal energy consumption 
rates – by 6.2% in 2014-2019. 

We are a socially responsible 
company, and we always keep 
in mind the social component 
of our activities. We carried out 

modernization of medical center 
No.1 and equipped it with modern 
equipment. The municipal medical 
center opened a burns department. 
New ambulance vehicles joined the 
ambulance fleet. Increase in wages 
amounted to 13% year-on-year. All 
the premiums and incentive rewards 
are in effect. 

One of achievements in 2019 was 
our participation in WorldSkills 
Competition. Representatives of 
Nizhnekamskneftekhim showed 
good results in the finale of the 
7th National Championship “Young 
Professionals” held in Kazan, and 
were awarded a golden medal. 

Our successes are generated by 
thousands of our employees, their 
skilled and passionate contributions. 
Our achievements wouldn’t be 
so impressive without support of 
the Tatarstan President Rustam 
Minnikhanov, the management 
of TAIF Group, and our partners. 
Finally, one cannot overestimate 
the contribution of the legendary 
directors of Nizhnekamskneftekhim, 
who provided the basis for further 
development of the Company. 

The year 2019 was announced the 
year of Nikolay Lemaev, in honour of 
the 90th birthday of this legendary 
director. This jubilee date was widely 
celebrated by the city dwellers. 
The Tatarstan President Rustam 
Minnikhanov, Lemaev’s friends and 
relatives took part in the festivities. 
To make his dreams come true, every 
year we take up more and more 
complex projects. 

The principal projects of our current 
development program, covering the 
period up to 2025 are Olefins, SSBR, 
Methanol and 495 megawatt CCGT 
Projects. 

I would like to express my sincere 
gratitude to our shareholders, 
Board members, the Company’s 
management, our employees and 
partners for their concerted efforts, 
high level of cooperation, and 
professional approach. 

I have no doubts that our 
achievements of 2019 will pave 
the way to further successful 
implementation of our strategic plans 
for sustainable development. 

Airat Safin 
General Director
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NIZHNEKAMSKNEFTEKHIM 
MANUFACTURES AND MARKETS 
PETROCHEMICAL PRODUCTS OF AN 
EXTENSIVE RANGE, WHICH ARE SUPPLIED 
TO CUSTOMERS IN EUROPE, AMERICA, 
SOUTHEAST ASIA AND MIDDLE EAST.

The Company’s traditional product segment of synthetic 
rubbers covered around 43% of 2019 sales. Plastics 
accounted for 32% of revenue. Another 25% were obtained 
from selling other kinds of products and services. Internal 
and export sales stood at approximate parity. 

Nizhnekamskneftekhim is the leader in isoprene rubber 
industry with 43.9% share in the global market. Besides, 
Nizhnekamskneftekhim is the world’s third largest supplier 
of butyl rubber with 17.5% share. The Company’s share in 

the global butadiene rubber market is 5.3%, all of which 
allows the Company to be ranked among the top 
10 producers of synthetic rubber. 

In 2019, Nizhnekamskneftekhim reaffirmed its position as 
the leading supplier of polymers, despite a slightly lower 
output compared to the previous year.

"

POSITION IN 
THE INDUSTRY
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52
COUNTRIES OF EXPORT

IN 2019

43%
SYNTHETIC 
RUBBERS

32%

25%
OTHER 

PRODUCTS

PLASTICS
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SYNTHETIC RUBBERS

2019 turned out to be a very 
challenging year for the synthetic 
rubber market. 

Multiple factors were exerting 
intense pressure on the demand and 
the prices for synthetic rubbers in 
the reporting year. Among them are 
the slowdown in economic growth 
worldwide, weak demand, aggravated 
by the trade conflict between the 
USA and China, lower demand from 
automotive industry, overcapacity 
against the demand, and low natural 
rubber quotations. 

According to IHS Markit, economic 
growth in 2019 slowed down 
significantly - down to 2.6%, following 
a 3.2% increase in 2018. Against 
this background, global demand 
for vehicles dropped almost by 5%, 
which resulted in the reduction in 
automobile production. Thus, in the 
USA automobile production shrank 
by 1.3%, with 1% of reduction in 
Western Europe. 

In China car production and sales 
declined by 8.2% and 7.5% year- on-
year respectively. This fact caused 
lower global demand for tyres. 

In OEM segment the contraction in 
demand for tyres for passenger cars 
and light vehicles on average was 
5% in Europe and the North America, 
with the greatest drop registered in 
China (by 10%). Truck tyres segment 
in Europe saw a sharp slowdown 
with a 8-9% drop. North America and 
South America regions fell out of the 
general trend, and witnessed growth 
by 1% and 24% respectively. Among 
the outsiders of the retail market in 
terms of sales were the European 
passenger car tyre market (reduction 
by 2%) and North American truck 
tyre market (reduction by 11%). The 
rest of the geographical tyre markets 
in the retail segment showed some 
growth. 

The problem of overcapacity in the 
synthetic rubber industry, as a long-
term challenge, didn’t loosen its grip 
in 2019. This lack of balance fueled 
aggravation of competition in the 
overseas market and a fall in prices 
for certain kinds of synthetic rubbers.
At the same time, the situation is 
gradually returning to normal, as over 
the last 5 years the surplus capacity 
has been tending to go down on 

14.9    North America

12.4    Russia

40.0    Europe

0.4       Africa

5.8       Middle East
4.4       South America

1.5       CIS countries

20.6    Asia

2019 SYNTHETIC RUBBER SALES STRUCTURE, %

the back of its growth rate lagging 
behind demand growth rate. 

Situation in the isoprene rubber 
(SKI) market in 2019 changed as a 
function of two important factors - 
demand from the automotive industry 
and prices for the natural rubber (NR), 
serving as a guide mark for SKI prices. 

The year-on-year increase in the 
average NR price was 3%. As the 
natural rubber prices grew by 3% in 
2019, the price for isoprene rubber 
mimicked the trend and grew by the 
same 3% year-on-year. Along with 
that, there remained the situation, 
when prices for crude hydrocarbons, 
used to produce SKI, remained 
high compared to natural rubber 
quotations, which undermined the 
efficiency of SKI sales. 

Some changes also took place in the 
butyl rubber market, which showed 
lack of balance between demand and 
supply due to capacities expanded by 
competitors over the last few years. 
In addition to that, in 2018 the 
Chinese government introduced 
an anti-dumping duties against 
halobutyl rubber, coming from 
Singapore, the USA and the EU, 
and the sales of this product by 
the foreign competitors in China 
significantly shrank in 2019. Along 
with that, process utilization rates 
went down too, which resulted in a 
shutdown of a competing plant in 
the USA. The reduced sales volumes 
fuelled competition, and resulted in 
aggressive quotations in the overseas 
markets and general downward price 
trend, especially in the Asian market. 
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However, the Company managed to 
maintain the standard of prices in 
2019. 

In 2020, we’ll have to continue to 
compete in a volatile environment of 
the synthetic rubbers market, caused 
by slow economic growth in the 
world, and the persistent negative 
trends in certain automotive markets, 
though the negative impact might be 
less pronounced compared to 2019. 
Meanwhile, one cannot but mention 
positive external and internal factors, 
having a potential to alter the 
demand and prices for our synthetic 
rubbers, such as the signing of the 
first phase of the trade agreement 
between the USA and China at 
the beginning of 2020, extension 
of long-term supply agreements 

with our key customers, plans to 
put into operation new SSBR and 
styrene-butadiene block- copolymers 
facilities, and the inclusion of special 
purpose butadiene rubbers in our 
product portfolio. 

In addition to that, there are cautious 
hopes that the situation in the most 
of the regional automotive markets 
in 2020 may be somewhat better 
compared to 2019. Cars sales data 
related to the end of 2019 show that 
the last 6 months of 2019 witnessed 
a growth in cars sales, while the 
slowdown was more characteristic of 
the first 6 months of 2019. Thus, in 
Western Europe passenger cars sales 
increased during the last few months 
of 2019, which allowed to increase 
cars sales in 2019 in total by 0.7%.

  
 
 
 

THE COMPANY’S SHARE 
IN THE GLOBAL RUBBER 
MARKET:

43.9%
ISOPRENE 
RUBBER

17.5%

5.3%

BUTYL 
RUBBER

BUTADIENE 
RUBBER

WE SEE FURTHER DEVELOPMENT IN THE RUBBER SEGMENT VIA 
MASTERING OF GRADE PORTFOLIO OF SSBR WITH A DIFFERENT 
STRUCTURE AND FUNCTIONALIZATION, FUNCTIONALIZED BUTADIENE 
RUBBER PREPARED WITH A LITHIUM BASED CATALYST, AND NEW GRADES 
OF NEODYMIUM BUTADIENE RUBBER WITH IMPROVED PHYSICAL AND 
MECHANICAL PROPERTIES. WE HOPE THAT WE WILL SEE THE FIRST 
RESULTS OF THIS WORK IN 2020.

"
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PLASTICS

In 2019, the situation in the global 
polyolefins (polyethylene and 
polypropylene) market changed too. 
The main drivers were the trade 
conflict between the USA and China 
and further expansion of production 
capacities, based on the pyrolysis of 
“light” gas feedstock. Over the last 
two years in the USA alone 9 new gas 
pyrolysis units with the cumulative 
capacity of 11 million tons of ethylene 
have been put on stream. The same 
units process this ethylene to produce 
polyethylene. Barrage import duties 
introduced by the Chinese government 
in relation to the imports from the 
USA cause the American companies 
to transfer a part of their commodity 
flows to the alternative markets. 
According to the Customs data, volume 
of LLDPE imported from America 
to the Russian domestic market in 
2019 increased by 70% and totaled 
51 thousand tons. Another factor is 
the launch of a large-scale facility in 
Tobolsk. As soon as it reaches its full 
capacity, Russia will become a net 
exporter of polyolefins. 

3.3       Europe

0.5       Asia

83.8    Russia

0.2       Middle East

12.2    CIS countries

2019 PLASTICS SALES STRUCTURE, %

The global market overstocked on 
polyolefins, coupled with the USA 
dollar continuing its downward 
trend against other major currencies, 
powered a considerable drop in prices 
for polyolefins in ruble terms. 

However, customers from the uniform 
customs territory of the Eurasian 
Economic Union remain the key 
buyers of our plastics. Deeper internal 
conversion of polymers and developed 
internal consumption of polymer 
articles (including the implementation 
of nation-wide projects), minimum 
logistics and customs charges 
(compared to export to the far- abroad 
countries), possibility of settlements 
in rubles (currency of the Russian 
Federation) make this direction a 
priority in the foreseeable future. 
Plastics product portfolio is compiled 
based upon the import substitution 
strategy, development of proposals 
relevant to the developing segments 
of the internal plastics market, and 
bringing to the market polymer grades, 
which are more sophisticated in terms 

of processability. 

The efforts taken by 
Nizhnekamskneftekhim in 2019 
allowed to increase the supplies of 
LLDPE to the Russian consumers by 
13%. 

Among other things, the Company 
managed to retain its position in the 
segment of propylene and ethylene 
co-polymers due to approaching the 
domestic consumers with proposals 
for advanced products used to produce 
articles through high speed injection 
moulding. 

In parallel, the Company is developing 
polystyrene segments for thermal 
insulation and food packaging 
applications. 

Thus, in response to pressure from the 
importers of the EU, Middle East, Asia, 
the CIS and the USA, the Company 
increased its participation in the 
internal plastics market in 2019.
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OTHER PETROCHEMICALS

Along with rubbers and plastics, the 
Company produces and sells other 
olefin-based products and their 
derivatives, including polyethers, glycols 
and glycol ethers, propylene trimers 
and tetramers, surfactants and others. 
Nizhnekamskneftekhim is the leader in 
some of these products. 

In 2019, this product group was 
expanded due to the launch of high- 
polymeric polyethylene glycol and 
methoxy polyethylene glycol facilities. 

These products are used in a variety of 
applications ranging from detergents 
and cleaning substance to ready-mix 
concrete.

In the reporting year, over 71% of 
products of this segment were sold in 
the Russian Federation.

8.1       CIS countries

0.3       Middle East

71.3    Russia
20.3    Europe

2019 OTHER PETROCHEMICALS SALES STRUCTURE, %

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.

"
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Type of energy Units Consumption 
in volume terms

Consumption, mln RUB 
(VAT exclusive)

Electric power thousand kWh 2,746,847 8,213.5

Heat power Gcal 14,932,706 12,853.4

Gasoline tons 155 6.0

Diesel fuel tons 1,920 78.0

Fuel oil tons 1,180 15.0

Natural gas (for energy) thousand m3 623,434 2,837.2

Dry gas thousand m3 31,667 138.2

Total 24,141.3

Note: Consumption of utilities including sub-consumers.

ANNUAL REPORT 
2019

2019 CONSUMPTION 
OF EXTERNAL UTILITIES
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Sustainable production of commercially viable value-added products and services, 
which promotes development and boosting of the capacity of the petrochemical 
cluster, to ensure long-term economic growth and social stability of Nizhnekamsk, 
the Republic of Tatarstan and Russia based upon the implementation of targets set 
out by the United Nations Organization with regard to sustainable development.

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 
 

MISSION
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:

• Development Strategy of the Russian 
Petrochemical Complex

• Strategy of Tatarstan Social and 
Economic Development till 2030 

• Program of Tatarstan Gas and 
Petrochemical Complex Development

• Concept of Creating the Territorial 
Industrial Innovation Center 
INNOKAM.

BUSINESS PRIORITIES



19

NIZHNEKAMSKNEFTEKHIM STRATEGIC 
DEVELOPMENT PROGRAM AIMS TO ACHIEVE 
THE FOLLOWING AMBITIOUS KEY FIGURES BY 2025

SYNTHETIC 
RUBBER PRODUCTION 
CAPACITY MORE THAN 

800 
THOUSAND TONS

ETHYLENE 
PRODUCTION CAPACITY 

1.2 
MILLION TONS

METHANOL 
PRODUCTION  

CAPACITY  

500 
THOUSAND TONS

ON-SITE 
COMBINED CYCLE 

GAS TURBINE 
POWER PLANT 

495MW

DEVELOPMENT 
OUTLOOK
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NIZHNEKAMSKNEFTEKHIM IS IMPLEMENTING 
THE COMPANY’S DEVELOPMENT STRATEGY 
IN LINE WITH THE BOARD RESOLUTIONS,  
TAKING INTO ACCOUNT BUSINESS PRIORITIES. 
2019 RESULTS ARE THE FOLLOWING

BOARD OF DIRECTORS’  
REPORT ON DEVELOPMENT 
IN THE AREAS OF PRIORITY
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STRENGTHENING THE COMPANY’S POSITION 
OF A DIVERSIFIED PRODUCER OF SYNTHETIC RUBBERS 
IN THE GLOBAL MARKET

The work to expand the capacity of isoprene facilities 
up to 333 kta are completed. The launch of this facility 
marked the completion of a large-scale project within 
the framework of the program aimed at expanding the 
capacity of isoprene rubber SKI-3 production up to 330 
kta. The program, among other things, included 100 kta 
formaldehyde project and 160 kta isobutylene project, 
which had been implemented earlier. 

As far as 500 kta methanol project is concerned, the 
licensing and engineering contracts were let to Haldor 
Topsoe (Denmark). The contract for project documentation 
development was awarded to JSC NIIK. In October 2019, 
public hearings took place, which were recognized as valid 
via open voting. The activities planned under the project 
were approved and supported by those present at the 
hearings. 

Methanol is used as feedstock to produce formaldehyde 
- semi-product of the feedstock chain used to produce 
synthetic rubber. 

The project to build a new 60 kta SSBR facility under a 
license by a Japanese partner, is progressing. In 2019, the 
Company mastered the production of new grades: SSBR and 
improved neodymium butadiene rubber SKDN. The rubber 
samples were sent for homologation to the domestic and 
foreign consumers, who are currently testing them. 

F-SSBR is a basis for “green” tyres production. It means 
better performance, first of all, in terms of traffic safety.
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MAINTAINING THE STATUS OF A MAJOR PLAYER 
IN THE RUSSIAN AND CIS MARKET OF PLASTICS, 
AND IMPORT SUBSTITUTION

The Company put on stream a new 
benzene extraction unit, which allows 
to optimize internally the processing 
of the benzene-containing cut and to 
unload the energy-demanding units. 
The implementation of this project 
allows the Company to annually 
produce up to 265 thousand tons of 
benzene, thus removing the need to 
outsource benzene, and adding to 
marketability of styrene plastics. 

The works related to New Olefins 
Project are in full swing. 

They include engineering, placement 
of orders for core process equipment, 
survey works at the site. In May 2019, 
public hearings took place, where the 
project was given all the support. In 
February 2020, the Company signed 
an agreement with Gemont for 
construction and installation works 
within the project. 

In the reporting year, the Company 
managed to grow the supplies of 
LLDPE to the domestic processors by 
23 thousand tons. In this segment, 
Nizhnekamskneftekhim is the leading 

Russian supplier. 

The Company mastered the 
production of three new 
polypropylene grades - random and 
block copolymers. 

Plans are underway to improve the 
bagging, palletizing, and shipment 
procedures for plastics, to carry out 
research and testing of new catalysts, 
and a number of other activities 
aimed at productivity and sales 
enhancement, and to strengthen our 
position on the market.
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ENVIRONMENTAL COMPLIANCE

As a large industrial enterprise, 
Nizhnekamskneftekhim is 
an environmentally focused 
company. Among other things, 
it is made possible through the 
development and implementation 
of such a system document as 
the Company’s Environmental 
Program. Nizhnekamskneftekhim 
is implementing its Fourth 
Ecological Program covering the 
period from 2014 to 2020. The 
Program is addressing specific tasks, 
among which are improvement 
of environmental efficiency of 
production facilities, further 
development of monitoring and 
environmental management systems, 
development of environmental 
infrastructure, elimination 
of accumulated damage and 
development of emergency tolerance. 
In 2019, within the frame of the 
ongoing 4th Environmental Program, 
73 nature protection measures were 
carried out with over 2.15 billion 
rubles funded. In 2019, the Company’s 
environmental activities allowed to 
decrease the consumption of river 
water by 2.03 million cubic meters, 
the volume of wastewater - by more 
than 3.27 million cubic meters, air 
emissions - by 586 tons, generation of 
nonutilizable waste products - by 1.1 
thousand tons. 

The second phase of reconstruction 
of Biological Treatment Plant was 
successfully completed in 2019. It 
included modernization of mechanical 
treatment unit for industrial and 
domestic effluents. The second 
stage of reconstruction included the 
replacement of obsolete mechanical 

treatment structures (grit catchers). 
Headers for industrial and domestic 
effluents were equipped with a 
switching chamber. Additional 
treatment stages were incorporated 
into the process diagram. The project 
includes gas treatment plants with 
biological effect used to deactivate 
the gas phase from the pre-aerators 
and decanting tanks, thus making the 
treatment 95% effective. Taken as a 
whole, the reconstructed facility got 
significant benefits. The whole wastes 
treatment process is completely 
sealed and wastes are safely 
transferred to the BTP. The use of a 
basin for collection of waste product 
allows to catch oil products. The use 
of closed pre-aerators allows to blow 
off and catch chemical odors resulting 
from the treatment process. The use 
of smart filters allows to prevent 
the contamination of the air and to 
neutralize the gas phase coming 
from the pre-aerators and decanters. 
The reconstruction of BTP resulted 
in improvement of the following 
parameters: chemical absorption 
of oxygen (by 18%), biological 
absorption of oxygen (by 40%), 
phosphates concentration (by 22%), 
dry residue (by 20%), manganese (by 
40%), ammonium ions, zinc, chrome, 
aluminium (by more than 60%).

In 2019, the Company carried out 
construction and installation works 
to route a new off-site header for 
industrial and storm run-offs. With 
the header having been put into 
operation, in 2020 the capacity and 
reliability of the system, transporting 
waste water to the treatment 
facilities, will be improved and 

the environmental impact will be 
mitigated. 

In 2019, to comply with the sanitary 
and epidemiological welfare laws, 
the Company delivered a very 
important project and established 
a zone, to which specific terms 
of use apply. Federal Supervision 
Agency for Customer Protection and 
Human Welfare issued a resolution 
permitting the establishment of 
the sanitary protection zone for 
Nizhnekamskneftekhim Group. 

Data on the Nizhnekamskneftekhim 
Sanitary Protection Zone, to which 
specific terms of use apply, was 
entered into Single State Register of 
Real Estate. The efforts to establish 
the zone allowed to ensure the 
required level of safety of population 
in the course of the operation of the 
facilities in normal mode, to reduce 
the atmospheric air pollution down 
both to the values established by 
health standards, and to the level 
of acceptable health risks. The 
Environmental Management System 
is certified according to ISO 14001. 
In 2019, the Company’s Quality 
Management System and Safety 
Management System underwent 
recertification audit. Environmental 
Management System was subject 
to an audit, carried out by CQS 
auditors, to confirm the compliance 
with international standards. No 
non-compliances were revealed 
in the course of the audit, and 
the Environmental Management 
Certificate was extended.
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Raising of circulating water use 
efficiency:

• Replacement of water preparation 
inhibitors at the existing water units 
and reconstruction of two cooling 
towers allowed to reduce the intake of 
fresh water from the Kama river. 

Reduction of air pollution: 

• The revamp of the loading/
unloading rack at the Divinyl and Raw 
Hydrocarbons Plant allowed to cut the 
wastes by 1.6 tons per year. 

• Installation of oil separation units 
at the turbo-compressors of the 
Butyl Rubber Plant allowed to reduce 
discharges to flare by 0.65 tons per 
year. 

• The repair of the flares at the 
Ethylene Plant resulted in a more 
stable operation of the process for 
thermal neutralization of gaseous 
emissions. 

• Cleaning of the filtering elements 
of gas and dust removal facility filters 
at the Plastics plant coupled with 
replacement of filtering elements 
on the bag hoses of cyclones and 
fans At the Oligomers and Glycols 
Plant allowed to maintain the high 
efficiency of filtration process. 

• Re-piping of the vacuum pumps 
belonging to the Railway Transport 
Department, allowed to save 2.3 kg 
emissions per year. 

• Switch from single seals to double 
seals in pumps allowed to cut 
atmospheric emissions by 0.35 tons 
per year at the Styrene Plant, and by 
3 kg per year - at the Oligomers and 
Glycols Plant. 

• As far as fugitive emission sources 
are concerned, the Company 

developed and introduced the 
procedure for evaluation of sealing 
capacity, which allows to measure and 
control the Company’s impact on the 
environment more precisely. 

Wastes reduction:

• The replacement of internal cyclones 
at the Isoprene-Monomer Plant 
allowed to reduce the amount of 
catalyst slime by 5%. 

• The use of returnable containers 
for transportation of rubber from the 
Synthetic Rubber Plant to the Plastics 
Plant allows to cut the formation of 
wastes coming from wooden and 
polypropylene pallets, by 200 tons 
annually. 

•The installation of inhibition 
unit at the Divinyl and Raw 
Hydrocarbons Plant allowed to cut the 
thermopolymer wastes by 0.5 tons per 
year. 

• All luminescent mercury-containing 
lamps at the Company’s premises were 
replaced with light-emitting- diode 
lamps, which allowed to reduce the 
wastes coming from spent lamps and 
to bring down energy consumption. 

Measures to eliminate contamination 
of soil and underground water:

• The Company took better control 
of industrial waste landfills, which 
allowed to utilize the landfills maps in 
a more efficient way. 

• Hydro-isolation works are in 
progress. 

• Two concrete sites were arranged at 
the Styrene Plant territory to prevent 
the contamination of soil. 

Improvement of monitoring system:

• The Company developed and 

approved Program for Atmospheric 
Air Monitoring in the sanitary 
protection zone, urban residential 
districts and other populated areas 
by means of mobile control station. 
The Company purchased a travelling 
atmospheric control station, which 
allows to measure the content of main 
contaminants in the atmospheric air 
against 19 parameters. 25 control 
points were determined. 16,589 
measurements were taken in 2019, 
using the mobile atmospheric control 
station. 

• Chemical branch of BTP laboratory 
introduced in their procedures the 
use of 34 new measurement means, 
testing and auxiliary equipment. 

• Three inspection points at the 
industrial site were equipped with 
automatic devices intended to 
measure the quality of effluents in 
terms of рН and total organic carbon. 
Data from the automatic measurement 
systems go directly to the automated 
manufacturing supervisory system of 
Nizhnekamskneftekhim. 

• The Company adopted the 
procedures to equip the decanters 
with automatic control detectors of 
effluents gas contamination during 
overhauls, with the collected data 
being sent to the company-wide 
monitoring system. In case the 
detectors respond, the subdivisions in 
charge send there their specialists in 
line with the adopted procedure.

• The measures implemented allowed 
to make the process discipline more 
efficient, to promptly respond to 
changes in effluents composition, and 
to find the contamination sources. 

• In 2019, the sanitary and industrial 
laboratory underwent the procedure 

IN 2019, TO IMPROVE THE ENVIRONMENTAL EFFICIENCY AND TO REDUCE ADVERSE 
IMPACT ON THE ENVIRONMENT, THE FOLLOWING ACTIVITIES WERE CARRIED OUT
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intended to confirm its competence 
and to extend the accreditation 
sphere. 

• Within the framework of activities 
aimed at automatic monitoring of 
emissions, the specialists made up 
a list of 22 sources, in relation to 
which there are plans to introduce 
the computer-controlled monitoring. 
4 sources were chosen for pilot 
testing, and the Company is on the 
look-out for suppliers of equipment.

In October 2019, during the international forum Russian Energy Week 2019, 
Nizhnekamskneftekhim and LLC Siemens Tekhnologii Gazovikh Turbin signed a long-
term service agreement. This agreement covers terms and conditions of long term 
servicing of core equipment of 495 megawatt CCGT Plant, which is currently under 
construction. 

To ensure reliable and smooth gas supply for the existing Nizhnekamskneftekhim 
facilities, and the new production facilities under the investment projects in progress, 
bridge pipeline connecting the new high pressure pipeline and gas distribution 
station No.2 (Yelabuga) was constructed and put into operation. 

In October 2019, the Company completed the works to replace the equipment 
of open distribution devices at the main step-down substations of “isolator-short 
circuitor” system with sulfur-hexafluoride circuit breaker of 110 kilowatts. “Isolator- 
short circuitor” systems at the step-down substations have been in use since 1960, 
but as the capacities were growing and technologies were becoming smarter, 
obsolete “isolator-short circuitor” systems had to be excluded from the power supply 
diagram, as they were in conflict with the task of smooth and efficient powering 
of the production facilities. During the period from 2006 to 2019, the Company 
was taking steps to gradually remove out-of-date equipment. Thus, the obsolete 
equipment of 15 step-down substations at the industrial site was substituted with 
the new one worth 1 billion rubles. 

In 2019, 45 energy saving measures were performed within the scope of the 4th 
Energy Conservation Program for 2016-2020. That resulted in tangible energy 
savings, i.e. consumption of electrical power was cut down by 6.7 million kilowatt 
hours, heat power - by 75.4 thousand gigacalories, and fuel equivalent - by 319 tons, 
which in total amounted to 102.9 million rubles.

ENERGY EFFICIENCY

7 billion
RUBLES

2019  
ENVIRONMENT 
PROTECTION 

EXPENDITURES
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PRINCIPLES 
OF CORPORATE CONDUCT 
• Protection of the Company 

shareholders’ and employees’ rights 

• Equal treatment of 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

To ensure the high level of corporate governance, while conducting its business, 
Nizhnekamskneftekhim practices the key principles of Corporate Governance Code 
recommended by the Bank of Russia as per letter No. 06-52/2463 dated April 10, 
2014.

IN 2019, IN ORDER TO ENHANCE THE CORPORATE GOVERNANCE 
MODEL  AND PRACTICE, NIZHNEKAMSKNEFTEKHIM APPROVED 
THE FOLLOWING DOCUMENTS:

• The Company’s Charter as amended was approved by the General 
Shareholders Meeting. 

• The revised Provision on Principles and Criteria of Remuneration of the 
Board Members, Committees and Revisory Commission members of 
Nizhnekamskneftekhim was approved by the Board. 

• 2019-2020 Activity Plan for the Internal Audit Department was approved. 

• The Managing Board approved the revised Provision on Insider Information 
of Nizhnekamskneftekhim.

ANNUAL REPORT 
2019
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CORPORATE 
GOVERNANCE STRUCTURE
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BOARD 
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INDEPENDENT 
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HR 
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COMMITTEE
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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 that own common shares. 

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 with 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 the 
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 the 
General Shareholders Meeting includes, 
inter alia, amending the Company’s 
Charter, approval of annual reports and 
auditor’s nomination, profit distribution, 
election of members of the Board 
and Revisory Commission, adoption of 
resolution to approve the nomination 
of the Company’s auditor and major 
transactions, and transactions of 
interest. 

In the reporting year, the 
Nizhnekamskneftekhim General 
Shareholders Meeting was held on April 
12, 2019. No extraordinary meetings 
were held in 2019. 

Annual General Shareholders Meeting 
April 12, 2019

• Venue — conference hall of А-12 
office building, 23 Sobolekovskaya 
str., Nizhnekamsk, Tatarstan, the 
Russian Federation. 

• It was held in the form of a meeting 
(joint attendance by shareholders 
to discuss the agenda items and 
to adopt resolutions on the voting 
issues). 

• A quorum was present in respect of 
every issue on the agenda.

The Meeting approved:
• the Company’s annual report for 

2018; 
• the Company’s financial statements 

for 2018; 
• distribution of profit, following the 

results of 2018; 
• dividend amount (19.94 rubles per 

a share); 
• date, when the persons entitled to 

dividend are defined - April 22, 2019; 
• JSC PricewaterhouseCoopers Audit as 

an auditor of the Company.

The meeting adopted a resolution on 
remuneration payment to the Board 
of Directors and Revisory Commission 
members, who are not public officers, 
in the amount set out in the internal 
documents of the Company. An 
approval was obtained to make a 
major transaction (placement of the 
Company’s exchange bonds under 
exchange bonds program, series 001P). 
The Company’s Charter as amended was 
approved. The Meeting elected the new 
Board and Revisory Commission.
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THE BOARD OF DIRECTORS IS THE COMPANY’S 
GOVERNANCE BODY AND THE KEY ELEMENT OF THE 
STRATEGIC DEVELOPMENT SYSTEM. THE BOARD’S 
RESOLUTIONS ARE ADOPTED BY THE MAJORITY OF 
THE ATTENDING MEMBERS VOTES UNLESS OTHERWISE 
PROVIDED BY THE CHARTER AND THE LEGISLATION. 
WHILE ADDRESSING THE ISSUES AT THE BOARD MEETING, 
EVERY BOARD MEMBER CAN USE ONLY 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 procedure for preparation and holding of the Board Meeting 
in effect and the approved schedule. 

The members of the Board are elected by the 
General Shareholders Meeting for a term 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 established on April 12, 2019. 

At 2019 Meeting, the Board considered the 
issue of evaluation of activities by the Board, the 
Chairman of the Board, Board and Committees’ 
members. The issue having been considered, 
the activities by the Board, the Chairman of the 
Board, the Board and Committees’ members 
were evaluated positively, which contributed to 
the efficient implementation of the functions 
the Board members were charged with.

BOARD OF 
DIRECTORS
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RUSLAN SHIGABUTDINOV
Chairman of the Board of Directors 

Born: 1976 

Education: university degree

Title: General Director, JSC TAIF

Equity interest: none 

Ordinary shares: none

AZAT BIKMURZIN
Deputy Chairman of the Board of Directors 

Born: 1969 

Education: university degree 

Title: General Director, PJSC Nizhnekamskneftekhim 
(as of 31.12.2019) 

Equity interest: 0.0004%. 

Ordinary shares: 0.0005%.

RUSLAN GIZZATULLIN
Born: 1974 

Education: university degree 

Title: Deputy General Director for Energy Development and 
Information Technologies, JSC TAIF 

Equity interest: none

Ordinary shares: none
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ALBERT LATYPOV
Born: 1982 

Education: university degree 

Title: Head of Legal Department, JSC TAIF

Equity interest: none 

Ordinary shares: none

VLADIMIR PRESNYAKOV
Born: 1951 
Education: university degree 
Title: Deputy General Director Refinery and Petrochemicals, JSC TAIF 
Equity interest: none
Ordinary shares: none 
Change of share in the Company in 2019 
The Company’s shares purchase and sale transactions: 
Sale of 49,750 ordinary registered uncertificated shares 
on April 15, 2019; 
Sale of 15,250 preference registered uncertificated shares 
on April 15, 2019.

GUZELIYA SAFINA
Born: 1955 

Education: university degree 

Title: Deputy General Director for Economics 
and Finance, JSC TAIF 

Equity interest: 0.0082% 

Ordinary shares: 0.0093%
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NAHIL MAGANOV
Born: 1958 

Education: university degree

Title: General Director, PJSC Tatneft 

Equity interest: none 

Ordinary shares: none

NAIM MUJICIC
Born: 1950 

Education: university degree

Shareholder of Interpetrol SA

Equity interest: none

Ordinary shares: none

RINAT SABIROV
Born: 1967 

Education: university degree, Candidate of Engineering Sciences 

Title: Assistant to the President of the Republic of Tatarstan 

Equity interest: none 

Ordinary shares: none
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ILSHAT FARDIEV
Born: 1960 

Education: university degree 

Title: General Director, OAO Setevaya Kompaniya

Equity interest: none 

Ordinary shares: none

ANAND VISWANATHAN SUBRAMANIAN
Born: 1963 

Education: university degree 

Title: Advisor to General Director for Refinery 
and Petrochemicals, JSC TAIF 

Equity interest: none

Ordinary shares: none
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2019 CHANGES TO THE BOARD 
OF DIRECTORS MEMBERSHIP

MANAGEMENT BOARD (AS OF DECEMBER 31, 2019)

BOARD COMMITTEES

Members elected by the resolution of the General Shareholders Meeting of April 12, 2019:

Ilshat Fadriev General Director of OAO Setevaya Kompaniya

Membership terminated since April 12, 2019:

Radik Gaizatullin Minister of Finance of the Republic of Tatarstan

Georgy Aleksandrov, Secretary of the Board of Directors
Born: 1973 
Education: Kazan State University 
Head of Corporate Affairs and Risks Management, PJSC Nizhnekamskneftekhim 
Equity interest: none 
Ordinary shares: none

Both the Audit Committee and the 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. 
Both Committees were composed of the members of the Company’s Board of Directors. Professional experience and 
business skills are taken into account when composing the committees.

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%

Boris Averyanov Born: 1977 
Education: university degree, Doctor of Economics 
Title: Deputy General Director for Investments, Corporate Governance and Property Management, 
PJSC Nizhnekamskneftekhim 
Equity interest: none
Ordinary shares: none
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Irek Aglyamov Born: 1967 
Education: university degree 
Title: First Deputy General Director - Chief Engineer, PJSC Nizhnekamskneftekhim
Equity interest: 0.0008% 
Ordinary shares: 0.0006%

Rodion Bulashov Born: 1978 
Education: university degree 
Title: Deputy General Director for Human Resources and Social Issues, PJSC Nizhnekamskneftekhim
Equity interest: none 
Ordinary shares: none

Alla Evstafieva Born: 1978 
Education: university degree 
Title: Deputy General Director for Economics and Finance, PJSC Nizhnekamskneftekhim
Equity interest: none 
Ordinary shares: none

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

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

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

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

Ilfar Yakhin Born: 1963 
Education: university degree, Candidate of Economic Sciences 
Title: Chief Accountant, PJSC Nizhnekamskneftekhim 
Equity interest: 0.011% 
Ordinary shares: 0.0003% 
Change of share in the Company in 2019 
The Company’s shares purchase and sale transactions: 
1. Sale of ordinary registered uncertificated shares, April 17, 2019, 700 shares 
2. Sale of preference registered uncertificated shares, April 17, 2019, 2,000 shares 
3. Sale of ordinary registered uncertificated shares on April 18, 2019, 500 shares 
4. Sale of ordinary registered uncertificated shares on April 18, 2019, 4,000 shares 
5. Sale of ordinary registered uncertificated shares on September 20, 2019, 4,000 shares 
6. Sale of ordinary registered uncertificated shares on September 23, 2019, 15,480 shares 
7. Sale of ordinary registered uncertificated shares on September 24, 2019, 2,800 shares 
8. Sale of ordinary registered uncertificated shares on September 25, 2019, 11,980 shares 
9. Sale of ordinary registered uncertificated shares on September 26, 2019, 700 shares 
10. Sale of ordinary registered uncertificated shares on September 27, 2019, 1,400 shares 
11. Sale of ordinary registered uncertificated shares on September 30, 2019, 2,040 shares
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2019 CHANGES 
TO THE MANAGEMENT MEMBERSHIP

INTERNAL AUDIT DEPARTMENT

Members elected by the Board of Directors’ resolution of March 6, 2019 and December 26, 2019:

Alla Evstafieva Deputy General Director for Economics and Finance, PJSC Nizhnekamskneftekhim

Boris Averyanov Deputy General Director for Investments, Corporate Governance and Property Management 
PJSC Nizhnekamskneftekhim

Irek Aglyamov First Deputy General Director - Chief Engineer, PJSC Nizhnekamskneftekhim

Membership terminated in 2019 by the Board of Directors’ resolution of March 6, 2019 and December 26, 2019:

Rustam Akhmetov Deputy General Director for Economics and Finance, PJSC Nizhnekamskneftekhim

Igor Larionov Deputy General Director, Head of Corporate Property and Strategic Development Department 
PJSC Nizhnekamskneftekhim

Ilfat Sharifullin First Deputy General Director - Chief Engineer, PJSC Nizhnekamskneftekhim

The Internal Audit Department executes resolutions adopted 
by the Board of Directors and cooperates with governance 
bodies of the Company to strengthen the management 
performance, to improve the Company’s business and financial 
performance, to provide authenticity and integrity of the 
data provided on business and financial performance of the 
Company, the efficiency and productivity of its operations, to 
identify the Company’s internal resources, which can be used 
to boost its performance and to safeguard its assets, including 
through systematic and consistent approach to the analysis 
and assessment of risk management system, internal control 
and corporate governance. 

The Internal Audit Department is a separate structure, 
independent from other subdivisions of the Company. The 
Internal Audit Department administratively reports to the 
General Director, and functionally, as far as the execution of 

tasks, work and reporting are concerned - directly to the Board 
and the Board Audit Committee. 

In the reporting year, while performing its activities, the 
Internal Audit Department was guided by and acted 
in line with Provision on Internal Audit Department of 
Nizhnekamskneftekhim, its activity plan approved for 2019 
and other local regulatory acts. 

In December 2019, the Board considered the report 
summarizing the performance of the Internal Audit 
Department during 9 months of 2019, 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 for 2019, the evaluation report on 
actual situation with risk management.

Note: Between the reporting date and the date of approval of the Annual Report, the changes took place in the structure of the executive bodies. As per 
the Board’s resolution dated 27.02.2020, the powers of General Director Azat Bikmurzin were terminated, and Airat Safin was appointed the General 
Director of Nizhnekamskneftekhim with effect from February 28, 2020.
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KEY PROVISIONS OF REMUNERATION 
AND COMPENSATION POLICY

The results of analysis and assessment of the current 
effectiveness of risk management system led to the conclusion 
that the current system, in whole, allows to manage the 
risks and provides efficiency of internal control system, thus 
providing the executive bodies with the opportunity to take 
managerial decisions based upon the assessment of arising 
risk factors. To make the work on risk management more 
efficient, it was recommended to expand the list of risk factors, 
to update the 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 within the 
established time frame. Some comments were accommodated 
in 2019, and the remaining recommendations were accepted 
for execution. 

The Board approved 2020 Activity Plan for the Internal Audit 
Department.

The Company has in place Provision on Principles 
and Criteria of Remuneration of the Board Members, 
members of Committees and Revisory Commission of 
Nizhnekamskneftekhim. It is intended to provide financial 
incentive for the Board members, members of Committees and 
Revisory Commission to achieve the performance results. 

The size of the remuneration fund for the Board members is 
determined based on the deduction rate of the Company’s net 
profit for a financial year, achieving the target value of the net 
profit, as approved by the Board for the reporting year, and the 
percentage rate of the Company’s positive absolute market cap 
growth for the period of work of the current Board members. 
The size of the remuneration fund for the members of 
Committees and Revisory Commission is determined based on 
the deduction rate of the Company’s net profit for a financial 
year, achieving the target value of the net profit, as approved 
by the Board for the reporting year. Actual net profit value 
is determined based on the Company’s annual accounting 
reports. When calculating the remuneration, it is required to 
take into account the number of meetings of governance or 
control body, the relevant member attended. 

The remuneration amounts are approved by the General 
Shareholders Meeting. 

In case there is no net profit based upon the results of the 
completed financial year, the remuneration is not paid to 
the Board members, members of Committees and Revisory 
Commission. 
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 2019, the total sum paid to the Management and Board of 
Directors’ members amounted to 195,782 thousand rubles, 
including: 
76,687 thousand rubles to the Board of Directors members 
(with the exclusion of government employees), 
119,095 thousand rubles to the Management Board. 
In accordance with Regulation of the Bank of Russia on 
Information Disclosure by Equity Issuers No.454-P dated 
30.12.2014, payments to the Company’s General Director, 
acting at the same time in the capacity of a member of the 
Board and the Chairman of the Management Board, in relation 
to his capacity of a Board member, are included in the total of 
payments for the Board, and all other payments to the above- 
mentioned person are included in the total of payments for the 
Management Board.
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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 as per the 
Russian accounting standards. 

At the Annual General Shareholders Meeting held on April 12, 2019, a decision 
was taken to pay dividends in the amount of 36,494,980,615 rubles, based 
upon 2018 performance results, taking into account 2018 earnings and 
undistributed profits of the past years, with 19.94 rubles per a share, including: 

• 32,128,444,640 rubles - under ordinary shares; 

• 4,366,535,975 rubles - under preference shares. 

As of the date, when dividend commitments of Nizhnekamskneftekhim were 
to be fulfilled in accordance with the current legislation, the total amount of 
dividend paid stood at 36,468,742,585.94 rubles, including: 

• 32,105,312,884.08 rubles - under ordinary shares; 

• 4,363,429,701.86 rubles - under preference shares. 

The dividends were not paid in full, because some of the registered share- 
holders had failed to provide true and complete information required to receive 
the dividends. Dividends are paid after updating the relevant information by the 
shareholders.

REPORT ON DECLARED 
(ACCRUED) DIVIDENDS PAYOUT
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RISK MANAGEMENT IS ONE OF THE KEY TOOLS 
USED TO IMPROVE THE QUALITY OF DECISION 
TAKING PROCESS AND TO BUILD A SUSTAINABLE 
BUSINESS. NIZHNEKAMSKNEFTEKHIM IS 
IMPLEMENTING THE RISK MANAGEMENT 
AND INTERNAL CONTROL POLICY APPROVED 
BY THE BOARD. WITHIN ITS FRAME, 
NIZHNEKAMSKNEFTEKHIM HAS ALWAYS BEEN 
CONSISTENT IN DEVELOPING A SYSTEM FOR 
PRECISE DETERMINATION OF EXISTING RISKS, 
INFORMING THE STAKEHOLDERS THEREOF 
AND MINIMIZING NEGATIVE IMPACTS ON THE 
COMPANY.

Risk owners and experts in cooperation with the 
Company’s management address strategic and operational 
issues, setting the grounds for further development and 
increasing the value of the business. The importance of 
risk management activities is growing, and especially in a 
situation when Russia is subject to political, information and 
economic sanctions.

KEY RISK FACTORS
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There are no risks associated with 
geographical features of the country 
and the region in which the Company 
conducts its principal operations, 
as the location of the Company is 
characterized by the absence of danger 
of natural disasters. Additionally, 
considering the level of transport 
infrastructure development, there 
are no risks of communication 
failure associated with the difficult 
geographical accessibility and distance. 
The convenient location allows a 
continuous shipment of products 
from the warehouses of the Company 
by rail road and motor trucks. Under 
current conditions, the state of 
domestic chemical and petrochemical 
industries is largely dependent 
on exports. Therefore, the most 
successful segments of the chemical 
and petrochemical complex have 
been and still remain the production 

units operating not only for domestic 
market, but also having a strong export 
potential. Nizhnekamskneftekhim 
exports its products to over 50 
countries of the world. The main share 
of products is shipped to the countries 
of Europe, CIS, North America and Asia. 

In conjunction with events concerning 
the Crimea, the main risk is associated 
with possible imposing sectoral 
sanctions, trade embargo by the USA 
and European countries, directed 
against petrochemical sector of 
the Russian Federation. However, 
introducing additional sanctions of 
this kind seems unlikely in the age of 
economic globalization, when risks for 
the party imposing sanctions may injure 
its own economy badly.

COUNTRY 
AND REGIONAL RISKS

The Company is implementing a 
risk management system based on 
the SAP GRC solution. The system 
is used to automate the monitoring 
of risks affecting the sustainability 
of the Company, and to build up 
the methods and practices proved 
effective in reduction of risks down to 
the acceptable level. The Automated 
Risk Management System is based 
upon the concept of risk management 
stabilization. It is intended to provide 
the sustainability of the Company 
while meeting strategic goals 
established by the management.
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Nizhnekamskneftekhim runs its business in the petrochemical 
industry. Prices for petrochemicals are subject to considerable 
fluctuations, as they are dependent upon cyclic changing 
patterns of the equilibrium in the internal and overseas 
markets. The key risks may include changes in demand and 
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. This risk is compensated by the 
supplies of feedstock under long- term contracts. In addition 
to that, the Company is operating in close contact with other 
petrochemical enterprises of Russia and Tatarstan on mutually 
beneficial terms, which allows the Company to effectively 
address the feedstock provision issues. The Tatarstan 
leadership policy is also aimed at active support of the whole 
petrochemical complex of the Republic.

INDUSTRY RISKS

INFLATION RISKS

CURRENCY RISKS

A part of the Company’s loan commitments is denominated 
in euros. It means that there is a certain currency risk of 
increased euro/ruble rate. Another risk is related to the 
prices for our main products being in US dollars, while a 
considerable part of expenses incurred by the Company is in 
rubles. 

This risk is compensated by the fact that almost half of the 
Company’s earnings from export sales are received in foreign 
currency. The export prices for our products are 

mostly denominated in euros and US dollars, which allows 
to hedge this risk exposure in a natural way. The Company’s 
foreign currency earnings allow to cover the Company’s loan 
commitments in full. In case of necessity, the share of euro 
earnings can be increased using US dollar earnings. However, 
the Company does not exclude the possibility of using banking 
products for currency risk hedging.

Following the results of 2019, the inflation rate in Russia 
stood at 3.0% after the minimum of 2.5% in 2017. 

The Company is exposed to the risk of inflationary surge of 
expenses in the short-term and mid-term perspective. This 
risk may be realized in relation to the Company’s capital 
expenditures, thus exerting negative impact upon the targets 
of certain investment projects. 

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.
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CREDIT RISK

REPUTATION RISK

INSURANCE RISKS

Financial status of the Company’s counter party 
predetermines the fulfilment of financial obligation towards 
the Company by this counter party, as a debtor. It means that 
the Company’s receivables are exposed to a credit risk. 

The ageing analysis of the receivables is taken into 
consideration while calculating reserves for doubtful debts. 
While evaluating the necessity to set aside reserves for 
doubtful debts, the Company takes into consideration the 
financial standing of clients, their credit record and other 
factors. 

Apart from that, the Company implements a set of measures 
intended to make an early assessment of the contracting 
parties and minimize the credit risk, including the use of 
protection and insurance banking tools. 

Nizhnekamskneftekhim pursues a policy of entering into 
contracts with parties able to maintain an acceptable level of 
creditability. While interacting with new clients, the Company 
prefers advance payments.

In its efforts to minimize the reputation risk, 
Nizhnekamskneftekhim continuously monitors compliance 
of its activities with the legislation of the Russian 
Federation and 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 
Russian legislation among its employees, affiliated and 
related organizations. 

Permanent internal control is carried out over observance 
of the laws of anti-money laundering and anti-terrorist 
financing. Besides, the information system functions 
within the Company to prevent the insider information 
from being used by the persons who have access thereto. 
Nizhnekamskneftekhim studies completeness, reliability and 
adequacy of publicly available information and responds 
accordingly, when necessary.

When operating hazardous production facilities there exists a 
small risk of damage to the Company’s property, up to its loss, 
and the risk of the personal injury. The insurance program is 
implemented and effectively runs with the purpose to diminish 
the damages from the existing risks and cover losses. The 
program provides a compulsory third party liability insurance 
for hazardous facilities, voluntary property damage insurance 
and private/optional medical insurance. 

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



ANNUAL REPORT
2019

46

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

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

Nizhnekamskneftekhim utilizes all appropriate 
environmental facilities. Within the frame of the ongoing 
4th program 73 nature protection measures (in 2019) were 
carried out. 

In 2019, the environmental costs amounted to 7 billion 
rubles. 

The Environmental Management System is certified 
according to ISO 14001. EMS scope covers all the units 
of the Company’s structure. In 2019, the Company’s 
Quality Management System and Safety Management 
System underwent recertification audit. Environmental 
Management System was subject to an audit, carried out by 
CQS auditors, to confirm the compliance with international 
standards. No non-compliances were revealed in the course 
of the audit, and the Environmental Management Certificate 
was extended.

ENVIRONMENTAL RISKS

LEGAL RISKS

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

In the course of business, the Company is acting in 
the capacity of a claimant and a respondent in several 

proceedings. There are no liquidation, property alienation, 
contestation of license or patents claims. 

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.
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RISKS ASSOCIATED WITH CHANGES 
IN CURRENCY LEGISLATION

RISKS OF CHANGES 
IN TAX 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. 

Thus, on January 2020, amendments to Law “On Currency 

Regulation and Currency Control” came into force. They 
are intended to alleviate the restrictions in foreign trade 
settlements, and, among other things, they cancel the 
obligatory repatriation of export revenue from foreign 
trade transactions between residents and non- residents 
denominated in Russian rubles in relation to non-primary 
goods, and gradual cancellation of this requirement in relation 
to primary goods exports. Liberalization of the currency 
control allows to both expand foreign trade transactions 
between residents and non-residents, and to implement the 
national project “International Cooperation and Export”. 

Therefore, the probability of deterioration in the Company’s 
position as a result of changes in the currency legislation is 
unlikely.

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. Said changes and other tax-law 
amendments may cause an increase in tax payments and, as a 
consequence, a decrease of net profit. 

At the same time, there are some important positive changes 
in the tax legislation. Thus, on January 1, 2020, amendments 
to tax legislation came into force, which allow to lower the 
administrative pressure through switching to electronic 
reporting, canceling of certain types of declarations and 
regularity of reporting. 

Legal risks arising out of such changes are considered as 
average. To ensure the compliance with the tax legislation in 
full, the Company steadily responds to changes therein and to 
the most extent adheres to the production-related tax laws.



ANNUAL REPORT
2019

48

According to Federal Law “On Joint Stock Companies”, Article 
78, para 1, a major transaction means a transaction (inter 
alia, a loan, credit, pledge, surety) or several interconnected 
transactions, relating to the acquisition, alienation or 
possible alienation of property by the company directly or 
indirectly, with the value of the property being 25 percent 
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 ordinary business of the company, transactions 
relating to the floatation by subscription (sale) of the 
company’s ordinary shares and transactions relating to the 
floatation of issued securities convertible into ordinary 
shares of the company, and transactions, execution of which 
is mandatory for the company under Federal Laws, and (or) 
other regulations 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 rates established 
by the Federal Executive Authority authorized by the 
Government of the Russian Federation. 

APPENDIX 1

LIST OF TRANSACTIONS RECOGNIZED 
BY THE FEDERAL LAW  "ON JOINT-STOCK 
COMPANIES" AS MAJOR TRANSACTIONS

In the event of alienation or possible alienation of the 
property, the balance sheet value of the company’s assets 
shall be compared to the value of such property determined 
according to accounting data; and in the event of property 
acquisition, the same shall be compared to the purchase 
price thereof.

In the reporting period, the General Shareholders Meeting 
of Nizhnekamskneftekhim approved the major transaction: 

Parties: 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 this 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 above-mentioned 
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 
percent per annum. 

APPENDICES
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APPENDIX 2

APPENDIX 3

LIST OF TRANSACTIONS RECOGNIZED BY THE 
FEDERAL LAW  "ON JOINT- STOCK COMPANIES" 
AS INTERESTED PARTY TRANSACTIONS

THE CORPORATE GOVERNANCE 
CODE COMPLIANCE REPORT

Value (inter-related transactions):

Up to and including eighty one billion (81,000,000,000) 
Russian rubles or an equivalent of this amount in foreign 
currency, defined as an aggregate amount of:

- maximum total face value of exchange-traded bonds, 
amounting up to forty billion (40,000,000,000) Russian 
rubles, that can be placed under Exchange-traded Bonds 
Program; 

- coupon yield amount charged on placed exchange- traded 
bonds per each relevant charging period and calculated at 
rate of maximum 10.25 percent 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. 

The major transaction is approved by  
the General Shareholders Meeting.

No transactions recognized by the Federal Law “On Joint-Stock 
Companies” as interested party transactions were effected by 
Nizhnekamskneftekhim in 2019.

The Board of Directors’ statement on Corporate 
Governance Code compliance
Nizhnekamskneftekhim is a major public company and 
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. 

Nizhnekamskneftekhim adopted a corporate governance 
model based on Russian Law, 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 and 

the structure of governing and executive bodies can be 
found in the “Corporate governance” section. 

The Report on Corporate Governance Code 
compliance was reviewed by the Board of Directors of 
Nizhnekamskneftekhim at the meeting on March 5, 2020 
as part of the review and provisional approval of the 
Company’s Annual Report for 2019. 

Corporate Governance Code compliance was evaluated in 
accordance with recommendations of the Bank of Russia on 
report compilation 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 accurate information on 
Company’s compliance with Corporate Governance Code 
principles and recommendations for 2019.
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Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

1.1 The Company should ensure equal and fair treatment of all the shareholders in relation to their rights to take part in the Company management.

1.1.1 The Company should create 
most favorable conditions for its 
shareholders to participate in 
the general meeting and develop 
sound positions on issues on 
the general meeting agenda, as 
well as provide them with the 
opportunity to coordinate their 
actions and express their opinions 
on issues under discussion.

1. The Company’s internal document approved 
by the General Shareholders Meeting and 
regulating the general meeting procedure is in 
the public domain. 

2. The Company makes itself available for 
communication through a hotline, e- mail or an 
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 undertaken by the Company before 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 meeting hall. 

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

Partially observed 1. In 2019, the notice of the General 
Shareholders Meeting was published at 
least 21 days before the date of the meeting 
according to then applicable legislation 
(Federal Law on Joint Stock Companies No. 
208- FZ of 26.12.1995, art.52, para.1), for 
the reason that such period is enough for 
the shareholders to prepare for the general 
meeting. The Company has no plans to 
change such a practice.

1.1.3 During the preparation 
for and holding of the general 
meeting, the shareholders shall 
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 documented individual 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 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.

Partially observed 2. In the reporting year, an additional 
document reflecting the Board’s position 
on each agenda item was missing from 
the documents package for the General 
Shareholders Meeting. That was not required 
since the whole documentation package 
for the General Shareholders Meeting had 
been reviewed earlier in the Board’s Meeting 
and outlined all the Board’s opinions and 
comments. The Company has no plans to 
change such a practice.
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Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

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

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

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

Observed

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

1. An 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 ballot paper filled in 
by him and certified by the counting board.

Observed

1.1.6 Procedure for holding 
a general meeting set by the 
Company should provide an 
equal opportunity to all persons 
attending the meeting to express 
their opinions and ask questions 
that are 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 agenda items and discuss these 
items. 

2. Candidates to the governance and supervision 
bodies of the Company were available for 
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 remote access to the shareholders for 
participation in the General Meetings during the 
reporting period.

Partially observed 2. Not all candidates to the Company’s 
management and supervision bodies 
participated in the Shareholders Meeting 
in the reporting period. The documents 
package for the General Shareholders 
Meeting comprises necessary 
information about the candidates to the 
management and supervision bodies 
to be elected at the meeting. The 
notification of the General Shareholders 
Meeting additionally indicates e-mails 
and telephone numbers (including those 
of the Board Secretary) to contact if any 
questions arise. In the reporting year, 
the General Shareholders Meeting was 
attended by the majority of members 
of the Board, Audit Commission, the 
General Director, the Board Secretary, 
and Management Board members, the 
number of which was enough to respond 
to the shareholders questions. For this 
reason, the presence of all candidates 
to the Company’s management and 
supervision bodies at the meeting is not 
required.
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Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

3. In the reporting period, the Board of 
Directors, when making decisions on 
preparation and holding the General 
Shareholders Meetings, did not review 
the issue of providing telecommunication 
systems to the shareholders for their on- 
line participation in the Meeting, since the 
methods available guarantee equitable 
and fair treatment to all the shareholders 
when exercising the rights to participate 
in the Company’s management. The 
shareholders who had central depositary 
nominee accounts enjoyed an opportunity 
to participate in the Meeting via sending an 
electronic document on voting. The Company 
has no plans to change such a practice.

1.2 Shareholders should have equal and fair opportunities to share 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. A dividend policy was developed, approved 
by the Board of Directors and disclosed by the 
Company. 

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

Partially observed 2. 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 business 
occupies a 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 a decision, 
without formally violating limits 
set by law, is unjustified from an 
economic point of view and might 
misrepresent the Company’s 
activity.

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

Observed 

1.2.3 The company should not 
allow deterioration in 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 the existing shareholders.

Observed
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Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

1.2.4 The Company should strive 
to rule out other ways, through 
which its shareholders can 
obtain any profit or gain it 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 means to generate profit (income) 
at the expense of the Company, in addition 
to dividends and liquidation value, internal 
documents of the Company establish control 
mechanisms that ensure timely identification 
and approval of transactions with persons 
affiliated (associated) with substantial 
shareholders (persons having the right to 
dispose votes under voting shares), in cases 
where the law does not formally recognize such 
transactions as interested party transactions.

Not observed 1. The Charter of the Company establishes 
the definition of 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 duly 
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 minor 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.

1. During the reporting period, there were no 
quasi-treasury shares or they did not participate 
in voting.

Observed

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

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

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

Observed
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Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

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

2.1.1 The Board of Directors 
should be responsible for 
decisions to appoint and 
remove members of executive 
bodies, including due to 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.

The Board of Directors has the authority 
embodied in the Charter to appoint, remove 
from office and determine the terms of contracts 
with respect to the members of 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 issues associated with 
implementation and updating of the strategy, 
approval of the Company’s financial and 
operating 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 the 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 in the 
Company 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 members of the Company’s 
Board, executive bodies and other 
key managers.

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

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

Observed 
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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 of such conflicts.

Observed

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

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

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

Observed

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

1. During the reporting period, the Board 
of Directors members discussed 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’ activity should 
be disclosed and provided to the 
shareholders.

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. 

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

Partially observed 1. 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 fact that 
such information is of no value. However, 
the Company publishes the decisions made 
by the Board of Directors including the 
number of participants on a regular basis 
(press- releases describing in details the 
issues reviewed and decisions made are 
also published), which gives comprehensive 
information to the shareholders about the 
direct results of the Board work and the 
levels of the meetings attendance. In the 
context above, the Company sees no need to 
change this practice.
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2.2.2 The Chairman of the Board 
of Directors should be available 
to communicate with the 
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 scope of 
competence of the Board of 
Directors and to perform its 
duties 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 Nomination Committee) 
evaluated candidates for the Board of Directors 
membership with regard to their experience, 
knowledge, business reputation, no conflict of 
interest, etc.

Partially observed 1. The evaluation of the performance of 
the Board of Directors held in the course 
of the Board Meeting on March 6, 2019, 
did not include a separate assessment of 
professional skills of the Board members, 
since the required qualification, experience 
and business skills had been taken into 
account at the review of the candidates 
to the Board members proposed by the 
shareholders to be elected at the annual 
General Shareholders Meeting of the 
Company. Besides, the current Regulation on 
the principles and criteria of remuneration 
of the members of the Board, the Board 
Committees and Audit Commission 
formulates the mechanism to evaluate the 
Board’s performance, which reflects, among 
other things, professional qualification of the 
Board members. In this view, reconsideration 
of the Board members’ professional 
qualification is deemed to be not reasonable. 

2. 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. As part of its work 
in the reporting year, the Board of Directors 
considered the proposals of shareholders 
on nominations to the Board proposed 
for election at the General Shareholders 
Meeting of the Company, based on their 
experience, knowledge, business reputation, 
no conflict of interest.
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2.3.2 Board members should 
be elected on a transparent 
basis 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 
backgrounds of all candidates to the Board 
of Directors, the results of such candidates 
evaluation by the Board of Directors 
(or its Nomination Committee), and the 
information on the candidates’ 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 1. In the reporting year, materials for the 
General Shareholders Meeting of the 
Company included main background 
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 
no requirements for inclusion of independent 
directors to the Board of Directors being in 
place. The current members of the Board of 
Directors were elected in accordance with 
the proposals of shareholders.

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 1. The evaluation of the performance 
of the Board of Directors in the course 
of the Board Meeting held on March 6, 
2019, did not include the analysis of 
their own needs in the field of personal 
qualifications, experience and business 
skills. 

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 number of the Board 
of Directors members of the 
Company should enable the 
Board to organize its activities 
in the 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.

Not observed 1. The Charter of the Company establishes 
that the number of the 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. In the reporting 
year there were no proposals from the 
shareholders of the Company to change the 
number of the Board members.



ANNUAL REPORT
2019

58

Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

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 
sufficient professional skills and 
expertise to make his/her own 
opinion 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, 
substantial trading partners or 
competitors, or the government.

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

Observed 

2.4.2 The Board of Directors 
candidates should be 
evaluated for compliance with 
independence criteria, and 
analysis of the independent 
members of the Board should 
be carried out on a regular 
basis. When carrying out such 
evaluation, substance should take 
precedence over a form.

1. In the reporting period, the Board of Directors 
(or the Nomination Committee of the Board) 
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 Nomination Committee of the 
Board) at least once reviewed the independence 
of the current members of the Board of 
Directors, whom the Company indicates in its 
Annual report as independent directors. 

3. The Company developed 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 1. and 2. Due to the fact that the Company’s 
shares are not included into quotation part 
of securities listed by Moscow Exchange 
and therefore there are no requirements to 
have independent directors in the Company’s 
Board of Directors, in the reporting period 
the Board of Directors did not evaluate 
independence of the current members of 
the Board of Directors and no information 
on independence of candidates 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.

Not observed 1. Company’s shares are not included 
into quotation part of securities listed 
by Moscow Exchange and therefore 
there are no requirements to have 
independent directors in the Company’s 
Board of Directors. The current members 
of the Board of Directors were elected 
in accordance with the proposals of 
shareholders.
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2.4.4 Independent Directors 
should play a key role in 
prevention of internal conflicts 
in the Company and in the 
Company’s performance of major 
corporate actions.

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

Not observed 1. Within the established practice 
of the Company Board’s functioning, 
the agenda items, including those 
related to major corporate actions, are 
reviewed by absolutely all members of 
the Board, which guarantees full and 
comprehensive consideration of such 
issues. The Company sees no need to 
change this practice.

2.5 The Chairman of the Board of Directors should help it carry out the functions imposed thereon in the 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 a 
senior independent director 
among the company’s 
independent directors who 
would coordinate work of 
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 is 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 1. In light of the established corporate 
governance model and practice, and due to 
missing statutory requirements the Chairman 
of the Company’s Board of Directors was 
not independent, and a senior independent 
director was not determined in the Board of 
Directors in the reporting period. The current 
members of the Board of Directors were 
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 
evaluating the performance of the Board of 
Directors in the reporting period.

Observed

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 
manner 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
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2.6 Board members should 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, with no 
conflict of interest, and treating 
shareholders of the company 
equally, and assuming normal 
business risks.

1. Internal documents of the Company stipulate 
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 a procedure 
that allows the Board of Directors to receive 
professional advice on matters within its 
competence at the expense of the Company.

Partially observed 2. Internal documents of the Company do 
not formulate a principle according to which 
a member of the Board of Directors should 
refrain from voting on any issue in which 
he has a conflict of interest. Practically, 
when counting votes on the interested party 
transactions, the votes of those members 
who have interest therein are not factored 
in. Such approach guarantees that the Board 
takes decisions with due consideration of all 
information available, with no conflicts of 
interests and based on equitable treatment 
towards the shareholders. For this reason, 
the Company has no plans to change this 
practice.

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

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

Observed

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

1. Individual attendance of the Board and 
the committees meetings as well as the time 
devoted to preparing for participation in 
the meetings was taken into account when 
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 
an appointment.

Observed

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

2.7.1 Meetings of the Board of 
Directors should be held when 
needed, with due account of the 
Company’s scope of activities and 
its current goals.

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

Observed 

2.7.2 Internal documents of 
the Company should set out 
the order for preparing for 
and holding meetings of the 
Board of Directors. The above 
procedure should enable the 
members of the Board to get 
prepared properly for such 
meetings.

1. The Company has approved an 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 format of 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 1. The Regulations on the Board of Directors 
identify the issues, decisions on which cannot 
be taken by absentee voting. Such issues 
meet partly the list of recommendation 168 
of the Code. In practice, major part of the 
issues set out in recommendation 168 of the 
Code is reviewed in the course of physical 
meetings of the Board. 

The current Charter and Regulation on the 
Board of Directors was approved by the 
decision of General Shareholders Meeting. 
The Company received no proposals with 
respect to the issue from shareholders in the 
reporting period. 

The established practice ensures effective 
performance of the Board’s activities, and 
the Company has no plans to change such a 
practice.

2.7.4 Resolutions on most 
important issues relating to the 
Company’s business should be 
adopted 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.

Not observed 1. The Charter of the Company has not 
established this criterion. Decisions on 
issues under consideration are taken by 
voting in accordance with the requirements 
of the Federal Law “On Joint-Stock 
Companies”, which guarantees due 
protection of the shareholders’ rights and 
interests. For this reason, the Company 
has no plans to change the established 
practice. The current 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.
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2.8 The Board of Directors should form committees for preliminary consideration of the 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 operating 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 once per quarter during the 
reporting period.

Partially observed 1. The current Audit Committee was 
composed of the members of the 
Company’s Board of Directors. No 
independent directors were elected into 
the Audit Committee of the Company due 
to the fact that Company’s shares are not 
included into quotation part of securities 
listed by Moscow Exchange and therefore 
there are no requirements to have 
independent directors in the Company’s 
Board of Directors. The qualification of 
the current membership of the Committee 
enables it to make reasonable and well-
considered decisions taking into account 
the business experience of the members of 
the Committee. 

2. 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 
extent of its tasks allows the Committee 
to fully assist the effective performance by 
the Board of its management functions. 
The Board of Directors doesn’t see any 
advisability to change this practice. 

3. No independent directors were elected 
into the Audit Committee of the Company 
due to the fact that Company’s shares 
are not included into quotation part of 
securities listed by Moscow Exchange 
and therefore there are no requirements 
to have independent directors in the 
Company’s Board of Directors. At least 
one member of the Audit Committee is 
experienced and skilled in preparation, 
analysis, evaluation and audit of accounting 
(financial) statements. 

4. In the reporting year, the Audit 
Committee held six meetings. Due to 
the schedule of corporate procedures 
connected with, among others, approval 
of the Committee composition and its 
work plan, the second half of 2019 saw 
no meeting of the Committee. All principal 
issues within the Audit Committee 
competence were reviewed at the 
Committee meetings in the reporting year.



63

Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

2.8.2 For the purpose of 
preliminary consideration of 
any matters on 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 who is 
not the Chairman of the Board of Directors. 

3. Internal documents of the Company set 
out the tasks of the Remuneration Committee 
including, among others, the tasks contained in 
recommendation 180 of the Code.

Partially observed 1. and 2. The HR and Remuneration 
Committee was composed of the 
members of the Company’s Board of 
Directors. No independent directors 
were elected into HR and Remuneration 
Committee of the Company due to 
the fact that Company’s shares are 
not included into quotation part of 
securities listed by Moscow Exchange 
and therefore there are no requirements 
to have independent directors in the 
Company’s Board of Directors. The 
qualification of the current membership 
of the Committee enables it to make 
reasonable and well- considered 
decisions taking into account the 
business experience of the members of 
the Committee. 

3. 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 
extent of tasks allows the Committee to 
fully assist the effective performance by 
the Board of its management functions. 
The Board of Directors does not see any 
advisability 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 Nomination Committee 
(a committee on 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 1. The current HR and Remuneration 
Committee was composed of the 
members of the Company’s Board of 
Directors. No independent directors 
were elected into HR and Remuneration 
Committee of the Company due to 
the fact that Company’s shares are 
not included into quotation part of 
securities listed by Moscow Exchange 
and therefore there are no requirements 
to have independent directors in the 
Company’s Board of Directors. The 
qualification of the current membership 
of the Committee enables it to make 
reasonable and well-considered 
decisions taking into account the 
business experience of the members of 
the Committee.
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2. 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 
extent of tasks allows the Committee to 
fully assist the effective performance by 
the Board of its management functions. 
The Board of Directors does not see any 
advisability to change this practice.

2.8.4 Taking account of its 
scope of activities and levels 
of related risks, Company’s 
Board should make sure 
that the membership 
of its Committees is in 
full compliance with the 
Company’s goals. Additional 
committees were either 
formed or were recognized 
unnecessary (a strategy 
committee, a corporate 
governance committee, an 
ethics committee, a risk 
management committee, 
a budget committee or a 
committee on health, security 
and environment, etc).

1. In the reporting period, the Board of Directors 
of the Company addressed the issue of the 
compliance of its committees with the tasks 
of the Board of Directors and the objectives of 
the Company’s activities. Additional committees 
were either formed or were recognized 
unnecessary.

Observed

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

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

2. 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 1. 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. 
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. 

2. 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, 
however they do not specify that such an 
invitation is made only by the chairman 
of the respective committee.
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In practice, the list of invited members 
is always agreed with the committee 
chair, which guarantees discussion of 
the preliminary questions with due 
consideration of various opinions. For 
this reason, the Company has no plans to 
change the practice.

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 
the efficiency of the Board of 
Directors, its committees and 
Board members and whether 
their work meets the Company’s 
needs, as well as at activization of 
their work more and identifying 
areas of improvement.

1. A 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 on 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 in-person meeting of the Board of Directors.

Observed

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, third 
party entity (consultant) should 
be engaged at least once every 
three years.

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

Not observed 1. During the last three reporting periods, 
the Company did not engage 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 no regulations 
being in place. 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 no conflicts in solving 
key issues. The Company does not have 
plans to engage 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 the Board of Directors 
efficiency in the reporting period with the 
involvement of third party.
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3.1 The Company’s corporate secretary should be responsible for efficient interaction with its shareholders, coordination of the Company’s actions aimed 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 to perform his/ her 
duties, as well as an impeccable 
reputation and have credibility 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 background 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 1. 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. For this reason, the Company has 
no plan to change the practice established.

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 1. The Company does not have a corporate 
secretary position. 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. 
Considering that the secretary of the Board 
of Directors basically functions as a corporate 
secretary, the Company has no plans to 
change the practice established.

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

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

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

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

Observed

4.1.3 The Company’s 
remuneration policy should 
provide for transparent 
mechanisms to determine 
the amount of remuneration 
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 managers of the Company, and regulates 
(regulate) all types of payments, benefits and 
privileges granted to such individuals.

Observed

4.1.4 The Company should 
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 a policy can form part 
of the Company’s policy on 
remuneration.

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 
managers of the Company.

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

4.2.1 A fixed annual fee should 
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 in the 
Board of Directors during the reporting period.

Partially observed 1. 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 
performance indicators, which is considered 
to be a motivational factor. 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 as members of 
the Board of Directors, with the exception 
of remuneration and (or) compensation of 
expenses assigned 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 remuneration as an 
employee of the Company in accordance 
with the employment contract.

4.2.2 Long-term ownership of 
shares in the Company should 
contribute 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 shares 
dependent on the achievement 
of certain performance results 
by the Company; nor should the 
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 to 
provide the Company shares to the members of 
the Board of Directors, clear rules for ownership 
of Shares by the Board members should be 
provided and disclosed, aimed at encouraging 
long-term ownership of such shares.

Observed

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

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

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

4.3.1 Remuneration 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, 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 managers of 
the Company. 

2. In the course of the last evaluation of the 
remuneration system for members of the 
executive bodies and other key managers of the 
Company, the Board of Directors (Remuneration 
Committee) made sure 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 a procedure 
that ensures the return to the Company of 
bonuses wrongfully received by the members of 
the executive bodies and other key managers of 
the Company.

Partially observed 1. and 2. 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 concluded 
labor contracts and the regulations on 
bonuses to employees of the Company 
that stipulates the use of key performance 
indicators approved by the Board of Directors 
to determine the bonus rate. 

3. The Company does not provide for a 
procedure that ensures the return to the 
Company of bonuses wrongfully received by 
members of the executive bodies and other 
key managers 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 The Company should 
introduce a long-term incentive 
program 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 
incentive program for the members of the 
executive bodies and other key managers 
of the Company using the Company’s shares 
(financial instruments based on the shares of 
the Company). 

2. A 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.

Not observed 1. and 2. 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 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 existing 
remuneration system enables engagement 
and retention of experienced and qualified 
specialists.
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4.3.3 The amount of severance 
pay (so-called «golden 
parachute») payable by the 
Company in the event of early 
dismissal of an executive 
body or other key manager at 
the initiative of the Company, 
provided that there have been 
no bad faith actions on the 
part of such person, should 
not exceed two times the 
fixed portion of his/her annual 
remuneration.

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

Observed  

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

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

1. 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 an 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 has adopted an anticorruption 
policy. 

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

Observed 



71

Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

5.1.4 The Board of Directors takes 
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 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 is functionally 
subordinate to the Board of 
Directors.

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

Observed

5.2.2 The internal audit 
division evaluates the 
efficiency of the internal 
control system and the risk 
management system, as well 
as the corporate governance 
system. 

The Company applies common 
performance standards 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
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6.1 The company and its activities should be transparent for 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 has 
approved the Company’s information policy 
based on the Code recommendations. 

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

Partially observed 1. Regulation on Information Policy has 
been developed and approved before the 
Code publication. In practice, a greater 
part of the Regulation complies with 
the Code recommendations, including 
the principles of information disclosure, 
additional information transfer, disclosure 
channels, etc. The applicable Regulation 
on Information Policy guarantees effective 
information exchange between the 
Company and stakeholders. For this reason, 
the Company has no plans to change 
the established practice on reporting its 
activities to the stakeholders. 

2. In the reporting period, the management 
did not review the issues on the Company’s 
compliance with its information policy. 
There was no need to do it since all the 
disclosure procedures are covered by 
the regulations and carried out by the 
Company in accordance with the applicable 
legislation, Regulation on the Information 
Policy, and the tasks that the Company 
faces. The Company regularly shares 
information, both required and additional, 
about its activities and all key business 
aspects with all the stakeholders. This 
guarantees effective information exchange 
between the Company and stakeholders. 
For this reason, the Company has no plans 
to change the established practice on 
reporting its activities.

6.1.2 The Company discloses 
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. The same is disclosed 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 3. 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 its’ plans for corporate 
governance.
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6.2 The Company should disclose, on a timely basis, full, updated and reliable information about itself so as to enable its shareholders and investors to make 
informed decisions.

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

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

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

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

Partially observed 1. 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 interest principle stipulated 
in the Regulations on the information policy. 
Such approach allows making reasonable 
decisions by the shareholders and investors, 
and the Company has no plans to change the 
established practice. 

3. In the reporting year, the Company’s 
website, Annual Report, Consolidated 
Financial Statements, credit ratings, and 
main news were also presented in English.
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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 
website.

Partially observed 1. Annual and semi-annual IFRS reports 
were disclosed by the Company in 
the reporting year. Since the financial 
statements are available to all the 
stakeholders on the Company’s website, 
the Company does not see the need to 
include it additionally in the Annual 
Report. 

2. Guided by the balance of convenience 
principle embodied in the Regulation on 
Information Policy, 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 
website. At that, the Company shares key 
information on its capital structure as a 
part of the Issuer’s Reports published by 
the Company on a quarterly basis. Such 
approach allows making reasonable 
decisions by the shareholders and 
investors, and the Company has no plans 
to change the established practice.

6.2.3 he Company’s Annual 
Report, as one of the most 
important tools of the 
information exchange with 
its shareholders and other 
stakeholders, contains the figures 
providing an insight into the 
Company’s performance over the 
year.

1. The Annual Report gives a complete picture 
of the Company’s business activities and its 
financial outcome. 

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

Observed

6.3 The Company provides 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 be fair and not 
unreasonably burdensome.

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

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

1. During the reporting period, the Company did 
not reject shareholders’ requests for information 
or such rejections 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.

Partially observed 2. The Company discloses information to all 
the stakeholders based on the principles of 
balance of convenience and confidentiality. 
Therewith, according to the Regulation on 
the Information Policy, the contracts between 
the Company and its officials and employees 
provide for non-disclosure conditions. 
Additionally, the Company’s insiders bear 
responsibility as required by the legislation 
and the Regulation on the Information Policy 
which outlines in details the confidentiality 
measures towards such information. Such 
approach allows maintaining the balance 
between the interests of certain shareholders 
and those of the Company. For this reason 
the Company has no plans to change the 
established practice.

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 (“major 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 Major 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 
major 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. The 
Company’s Charter defines a 
list (criteria) of transactions or 
other actions, constituting the 
major corporate actions, and 
such actions fall within the 
competence of the Company’s 
Board of Directors.

1. The Company’s Charter defines a list of 
transactions or other actions, constituting the 
major corporate actions, and the criteria for their 
determination. Decisions on the major corporate 
actions are within the competence of the Board 
of Directors. In cases where the implementation 
of such 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 the major corporate actions: 
reorganization of the Company, acquisition of 30 
percent or more of the Company’s voting shares, 
the major transactions by the Company, increase 
or decrease of the equity capital, listing and 
delisting of the Company’s shares.

Partially observed 1. and 2. The Companies Charter does not 
separately define the list of major corporate 
actions and criteria for their definition. The 
Charter describes transactions or other 
actions related to the major corporate 
actions including reorganization of the 
Company, receiving of non-mandatory and 
mandatory proposals on acquisition of the 
Companies shares, consent to perform and 
further approve major transactions and 
transactions in performing of which there is 
interest, increase or decrease of the share 
capital of the company, taking decisions on 
making an application regarding listing or 
delisting of the Company’s shares and (or) 
issuable securities, converted into its shares, 
indicating the body to the competency of 
which it relates. With respect to the major 
corporate actions, the Company follows the 
requirements of the legislation due to the 
fact that the legislation duly protects the 
rights and legal interests of shareholders, 
and the Company sees no need to change 
this practice.



ANNUAL REPORT
2019

76

Principles of Corporate 
Governance

Evaluation criteria of corporate 
governance principles’ compliance

Status of 
compliance

Reason for deviation

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

1. The Company has established the procedure 
whereby independent directors declare their 
position on the major corporate actions prior to 
their approval.

Not observed 1. The Company has no formal procedure 
whereby independent directors declare 
their position on major corporate actions 
prior to approval thereof, due to the fact 
that in practice all members of the Board 
of Directors, participating in the Board 
of Directors meeting, according to the 
Regulation on Preparation to and Holding 
of the Board of Directors Meeting of the 
Company ask the speakers and invited 
persons their questions and express their 
opinion (including written ones) in discussion 
of the agenda items. Should significant 
disputes arise in relation to the draft 
resolution to be taken, the Board of Directors 
is entitled to take decision on follow-up 
elaboration of the relevant issue so that to 
be reviewed during the following meeting 
of the Board of Directors. These procedures 
ensure full and comprehensive review of 
the agenda items, and the Company sees no 
need to change the established practice.

7.1.3 When taking any major 
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 
protect the rights and legitimate 
interests of the Company’s 
shareholders. In such instances, 
the Company should not only 
seek to comply with the formal 
requirements of law but should 
also be guided by the principles 
of corporate governance set out 
in the Code.

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

2. During the reporting period, all major 
corporate actions had passed an approval 
process before they were implemented.

Partially observed 1. The Charter of the Company does not 
establish lower minimum criteria for 
classifying the transactions of the Company 
as major corporate actions than those 
provided for by law. With respect to the 
major corporate actions, the Company 
follows the requirements of the current 
legislation due to the fact that the legislation 
duly protects the rights and legal interests of 
shareholders, and the Company sees no need 
to change this practice.
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7.2 The Company should have in place such a procedure for taking any major 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 major corporate actions, 
explanations shall be given 
regarding the reasons, conditions 
and consequences of such 
actions.

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

Observed

7.2.2 Rules and procedures for 
major corporate actions taken by 
the Company shall 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. Internal documents of the Company provide 
for the procedure for attracting an independent 
appraiser to evaluate the acquisition and 
purchase of the Company’s shares. 

3. Internal documents of the Company provide 
for an expanded list of grounds whereby the 
Board members of the Company and other 
persons prescribed by law are recognized as 
having interest in transactions of the Company.

Partially observed 1. and 2. 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 assess the 
property value on a regular basis and in the 
reporting year too. 

3. The Charter of the Company establishes 
the definition of the stake in accordance with 
the Federal Law «On Joint Stock Companies». 
This approach duly protects the rights and 
legal interests of shareholders, due to which 
the Company sees no need to change this 
practice.
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