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1. Board of Directors report on the results of the priority business directions development 

1.1. Financial Performance 

 

In 2023, despite an unfavorable macroeconomic environment and external production limitations, 

LUKOIL Group delivered strong financial performance thanks to its high resilience and strong 

vertically integrated business model. 

 

2023 IFRS consolidated financial results, RUB billion 

  

Revenue 7,928 

EBITDA 2,005 

Profit attributable to PJSC LUKOIL shareholders 1,155 

Operating cash flow 1,824 

Total debt 396 

Net debt (784) 

Financial results were supported by ruble depreciation and positive inventory effect in refining 

segment. Our financial performance for the year was negatively impacted by lower production 

volumes, lower global hydrocarbon prices and refining margins. 

 

1.1. Exploration and production 

Macro Environment 

In 2023, increased risks of a global recession against the backdrop of weak economic performance of 

developed economies, as well as high liquid hydrocarbon inventories amid steady supply in the oil 

market caused a decline in the average annual oil price from the record highs of 2022. Oi97 
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Russian oil exporter’s revenue breakdown with standard taxation without incentives 

 2021 2022 2023 Change 2023/2022 
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Hydrocarbon reserves as at December 31, million boe 

 2021 2022 2023 Change 2023/2022 

Total proved reserves 15,268 15,109 15,074 –0.2% 

   Liquid hydrocarbons 11,572 11,520 11,451 –0.6% 

   Gas 3,696 3,589 3,623 1.0% 
     

   Developed 9,373 8,991 8,929 –0.7% 

   Undeveloped 5,895 6,118 6,144 0.4% 
     

   Russia 13,784 13,833 13,711 –0.9% 

   International projects 1,484 1,276 1,363 6.8% 
     

Probable reserves 6,057 6,159 6,323 2.7% 

Possible reserves 2,851 2,938 2,696 –8.2% 

 

 

Licenses 

Pursuant to the Russian legislation, hydrocarbon exploration and production operations require a 

subsoil license. LUKOIL continuously works to build its resource potential and drive its oil and gas 

asset portfolio performance by participating in auctions, acquiring equity in third-party entities, 

optimizing its license portfolio, amending existing license agreements, obtaining new licenses, and 

securing license renewals in reorganizations of its subsidiaries. 

At the end of 2023, LUKOIL Group held 590 licenses in Russia, with 91 percent of them granting 

hydrocarbon exploration and production rights. The average remaining lifespan of these licenses was 

around 30 years. The remaining 9 percent of the Company’s licenses grant the right to prospect, 

explore, and appraise hydrocarbon deposits, with an average remaining lifespan of about two and a 

half years. 

In the reporting year, 18 new licenses covering mostly the Group’s core producing regions were added 

to its portfolio. The Company expanded its license portfolio through the acquisition of license areas 

and assets in West Siberia, the Perm Territory, the Volga region, the Urals, and the Russian sector of 

the Caspian Sea. New licenses in the regions with a well-developed infrastructure enable maximum 

synergies with existing assets, reduce exploration and development costs, and speed up production 

launch. 

In the reporting period, the Group’s license portfolio evolved as follows: 55 license amendments were 

registered to extend the underlying licenses, 30 licenses were reregistered due to the reorganization of 
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Oil production structure in 2023, excluding the West Qurna
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1.2. Refining, Marketing and Distribution 

Macro Environment 

In 2023, the oil refining market environment deteriorated compared to the previous year’s all-time 
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Commercial electricity output and commercial heat supplies 

 2021 2022 2023 Change 2023/2022 

Electricity, million kWh 15,801 16,808 37,385 122.4% 

Including renewable power 

generation, million kWh 

1,008 1,057 2,107 100.6% 

Heat, million Gcal 10.2 9.6 12.9 +34.4% 
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Our core wind power assets include wind farms in Russia (Kolskaya and Azovskaya) and Romania 

(Land Power), with a total capacity of 376 MW. Kolskaya WPP with a total installed capacity of 202 

MW is located in the Murmansk Region and is the world’s most powerful wind farm beyond the Arctic 

Circle. The first stage of the 170 MW Kolskaya WPP was put into commercial operation at the end of 

2022, with the second stage put onstream in 2023. The plant features 57 wind turbines and covers 257 

hectares overall. Kolskaya WPP was built under a government-sponsored renewables support program 

(RES CSA) and in accordance with the agreement signed with the Murmansk Region to develop 

renewable energy. The project has been assigned the status of a strategic investment project in the 

region. 

Renewables made up approximately 6 percent of the Group’s total commercial power generation in 

2023. 

 

Supporting power generation 

Development of self-generation at fields and plants helps the Group reduce its electricity costs and 

achieve more efficient APG use, for example, as a fuel for gas-fired power plants.  

In 2023, supporting power generation by the Group totaled 7,169 million kWh, or 35 percent of 

LUKOIL’s total electricity consumption for production purposes. 

Power consumption by the Group’s production entities in 2023 

Purchased 65% 

Self-generated 35% 

 

 

Wholesale and Trading 

LUKOIL sells crude oil, natural gas, and petroleum products in the domestic and international markets, 

distributing optimized flows to suit the market environment. We own pipelines and crude oil and 

petroleum product transshipment facilities, thus minimizing our transportation costs. A well-developed 

and effective trading arm within the Group deals in both the Group’s crude oil and petroleum products 

and purchased hydrocarbons. 

In 2023, combined sales of crude oil, petroleum products, gas products, and petrochemicals totaled 

128.6 million tonnes, down from 134.1 million tonnes year-on-year. The drop in sales was caused by 

lower output of petroleum products at the Group’s European refineries. Our gas sales totaled 25.9 

billion cubic meters, up 0.5 percent year-on-year. 

 

Crude oil 

In 2023, our sales of crude oil were 51.7 million tonnes, up 4.8 percent year-on-year. The rise in sales 

was driven by higher crude oil production outside Russia, lower throughput of own feedstock at 

European refineries (due to the sale of ISAB Refinery in Italy), and optimized utilization rates at the 

Group’s European refineries after record-high refining margins in 2022. Lower inventories also 

contributed to the increase in sales. Markets outside Russia accounted for 97.6 percent of our crude oil 

sales volumes. 
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In 2023, our crude oil exports from Russia stayed virtually flat year-on-year at 35.3 million tonnes. 

Domestic sales of crude oil decreased from 1.7 million tonnes in 2022 to 1.2 million tonnes in 2023. 

International crude oil sales rose to 50.5 million tonnes, or by 6.0 percent year-on-year, due to lower 

use of own feedstock at the Group’s European refineries. 

In 2023, crude oil supplies to the Group’s refineries in Russia totaled 44.2 million tonnes, up 0.4 percent 

year-on-year. Crude oil supplies to the Group’s refineries in Europe totaled 15.5 million tonnes in 2023, 

down 37.5 percent year-on-year due to lower throughput. 

Oil supplies and sales, million tonnes 

 2021 2022 

2032
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Exports of petroleum and gas products, million tonnes 

 2021 2022 2023 Change 2023/2022 

Total 17.6 19.4 17.8 –8.4% 

Diesel fuel 9.2 9.4 8.7 
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by switching from the quality fuel retailer concept to a concept of a one-stop shop provider of all 

services demanded by motorists – “everything under one roof”, from the construction of filling stations 

on properties shared with third-party service providers to the development of own comprehensive 

multi-purpose sites with an extended range of customer services to guarantee premium service quality. 

Deploying such facilities will set the Company apart from its competition as the developer of unique 

motorway service sites while boosting its corporate image by building a reputation as not just a quality 

fuel retailer but also a service provider focused on offering the best possible customer experience to 

filling station customers. 

The new concept was already tested in a number of flagship retail projects delivered in 2023: 

 Construction of flagship filling stations on the new M-12 Federal Highway Vostok and on the 

Leningradskoye Highway in Moscow 

 Commissioning of new-format filling stations at key federal highways: M-11, M-12, M-4, Saint 

Petersburg Ring Road, as well as Moscow Ring Road and Central Ring Road in the Moscow 

region 

 The construction of two twin filling stations on Uzbekistan’s key highway M-39 between 

Tashkent and Samarkand, with a traffic flow of over 40 thousand vehicles a day. Our multi-

purpose filling facilities designed to Russian standards and customized to match the specific 

region’s climate profile and cultural sensitivities will pioneer this innovative format in 

Uzbekistan. 

In 2023, our retail sales of petroleum products totaled 16.0 million tonnes. Retail sales volumes of 

petroleum products in Russia were 11.9 million tonnes, up 9.3 percent year-on-year. The increase in 

retail sales was including due to new customers attracted by higher service levels (relax and beauty 

areas, indoor playgrounds, shower, laundry, and baby care rooms installed across filling stations), 

national and regional marketing campaigns to promote sales of fuel and non-fuel goods and services, 

as well as improvements to the flagship catering concept. In 2023, international retail sales were 4.1 

million tonnes, up by around 1.0 percent year-on-year. 

Retail sales of petroleum products 

 2021 
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Breakdown of retail sales volumes of petroleum products in 2023 

Total (100%) 16.0 million tonnes 

Russia 74% 

Europe 20% 

Nearby countries 5% 

USA 1% 

Branded fuels 

LUKOIL actively promotes sales of its fuels under the ECTO trademark, which offers improved 

efficiency and environmental performance. Our sales of ECTO fuels in Russia grew by 6.4 percent 

during the year. In 2023, sales of improved, higher performance ECTO 100 gasoline in Russia were up 

18 percent year-on-year.  

Non-fuel goods and services 

In 2023, we continued our efforts to boost retail sales of non-fuel goods and services. Gross profit from 

LUKOIL-branded non-fuel sales at filling stations in Russia grew by 23 percent during the year. 

Outside Russia, gross profit rose 12 percent. In 2023, LUKOIL launched over 50 LukCafe filling 

stations in Russia. As part of a strategic partnership with Nestlé, we have installed new coffee-making 

equipment and developed and approved a new standard for coffee corners with better ergonomics. New 

projects have been launched: Azbuka Vkusa franchise project – first project in Russia, as well as Rigla 

pharmacies at flagship filling stations on the M-12 and Leningradskoye Highways, with the partnership 

program to be further rolled out across LUKOIL’s flagship filling stations. 

Marine bunkering 

LUKOIL is one of the largest suppliers of bunker fuels, with bunkering operations at 25 ports across 

six Russian regions and outside Russia – at Bulgarian and Romanian ports. We operate mainly from 

ports on the Baltic Sea, the Barents Sea, and the Black Sea, and on Russia’s inland waterways. 
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Sustainability metrics are included in the List of Key Performance Indicators (KPIs) used for planning, 

performance management, and motivation of employees and key executives of PJSC LUKOIL, as well 

as heads of LUKOIL Group entities.  

 

Sustainability disclosure 

The Company publishes annual disclosures of material information on sustainable development in its 

sustainability reports, ESG Databook, special booklets, press releases, and publications on its website. 

LUKOIL discloses its information in line with international best practice – sustainability reports are 

prepared in accordance with the GRI Standards, other international standards, recommendations of the 

Bank of Russia and the Russian Ministry of Economic Development, taking into account the disclosure 
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The Health, Safety, and Environment Committee of PJSC LUKOIL in place at the Company is 

responsible for improving its HSE management system. The Committee reviews relevant HSE matters: 

impact on LUKOIL Group’s activities from regulatory changes and other external factors, measures 

for material risk management, and proposals for motivating LUKOIL Group entities’ employees to 

comply with HSE requirements, including through KPIs and HSE compliance performance. The 

Committee also prepares proposals to the Company’s governance bodies for approving key 

HSE documents such as: the HSE Policy of LUKOIL Group in the Twenty-First Century, targeted 

segment-specific functional programs, and the Company’s local regulations. The Committee had three 
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All accidents and incidents were considered by the Health, Safety, and Environment Committee of 
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SUPERVISORY LEVEL EXECUTIVE LEVEL 

Strategy, Investment, 

Sustainability, and 

Climate Adaptation 

Committee of the Board of 

Directors 

• Analysis of risks 

associated with 

climate change and 

climate adaptation 

• Preparing 

recommendations 

for the Board of 

Directors to set 

strategic goals for 

the Company’s 

activities, including 

in the area of climate 

change and climate 

adaptation. 

Working Group of PJSC 

LUKOIL on Decarbonization 

and Climate Change 

Adaptation 

• Assessing climate-related 

risks and opportunities 

and suggesting measures 

to manage such risks 

• Developing and assessing 

the results of the 
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Risk category Description 
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Reputational 

risks 

 

Risks associated 

with stakeholder 

perception of the 

Company’s 

contribution / 

lack of formal 

commitment to a 

low-carbon 

economy 

The Company regularly discloses information on GHG 

emissions management and climate action to address 

stakeholder concerns. GHG disclosures are verified by 

an independent auditor on an annual basis. 

Since 2013, LUKOIL has been participating in the 

Carbon Disclosure Project (CDP), an international 

rating initiative for the disclosure of GHG emission 

volumes and management of climate-related risks and 

opportunities. In 2022, CDP stopped rating Russian 

companies, but LUKOIL continues its membership in 

the project, with its questionnaire available on the CDP 

and Company websites. 

In 2023, 18 LUKOIL Group entities submitted reports 

on GHG emissions for 2022 to government authorities 

in line with the requirement of Federal Law No. 296-FZ 

On Limiting Greenhouse Gas Emissions, dated July 2, 

2021.  

Technology risks 

 

Risks associated 

with the 

accelerated 

global transition 

to a low-carbon 

economy driven 

by technological 

advances and 

greater 

efficiency of 

relevant 

technologies 

LUKOIL c
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The Company has set a voluntary goal to reduce controlled GHG emissions reflecting the scenarios of 

the Intergovernmental Panel on Climate Change based on the goal specified in Article 2 of the Paris 

Agreement to hold the increase in the global average temperature to below 2°C. LUKOIL Group’s 

voluntary goal provides for reducing its controlled emissions by at least 20 percent (Scope 1 and Scope 

2) by 2030 from the 2017 levels. 

 

To achieve this goal, in 2023, we approved LUKOIL Group’s Decarbonization Program for 2023–

2025 (the “Program”), which includes about 300 activities. 

 

Through our efforts under the Program in 2023, we avoided a total of more than 700 thousand tonnes 

of CO2 
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The Company has in place LUKOIL Group’s Technical Policy on Energy Efficiency and Reduction of 

Greenhouse Gas Emissions in Russia, which aims to improve energy efficiency across all our business 
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In the reporting year, LUKOIL commissioned three facilities under the Group’s Efficient APG Use 

Program for 2023–2025. 

Region Field Construction and commissioning of efficient 

APG use facilities in 2023 

Urals Kurbatovskoye  Construction of a gas pipeline 

Urals Batyrbaiskoye  Construction of a gas pipeline  

Volga Malochernigovskoye  Construction of a gas fractionation unit  

 

 

Gross APG production across the Group  
2021 2022 2023 

Flaring 3% 3% 3% 

Reinjection 21% 17% 14% 

Consumption for operational needs11 23% 26% 36% 
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Environmental expenditures 

In 2023, our environmental spending totaled RUB 23.3 billion, including RUB 15.3 billion of capital 

expenditures. The biggest item in the reporting year was ambient air protection (RUB 8.4 billion, 

including under LUKOIL Group’s Efficient APG Use Program for 2023–2025). The expenditures were 

up 30 percent year-on-year in line with the implementation plan. 

Environmental expenditures (capital and operating) in 2023 

Total (100%) RUB 23.3 billion 

Ambient air protection 36% 

Protection and sustainable use of water 25% 

Production waste disposal 25% 

Other 14% 

 

Water 

The Company is committed to sustainable use of water and preventing water pollution. We use 

circulating supply and also reuse water and build, renovate, and retrofit water and wastewater treatment 

facilities. 

 

In 2023, the Company’s clean water withdrawal and consumption decreased by 33 percent and 37 

percent, respectively. The use of water across LUKOIL Group’s Russian entities declined slightly year-

on-year. The significant drop in water 
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Ambient air protection 

We work to minimize our air pollutant emissions, generated mostly by Russian oil and gas producing, 

oil refining, and petrochemical entities. In the reporting year, air pollutant emissions across the Group 

grew by 2 percent year-on-year to 467 thousand tonnes. The main drivers behind the increase were the 

integration of new production assets into LLC LUKOIL-West Siberia and stocktaking of air pollutant 

emissions sources as part of preparing documents for the permitting process. 

Air impact 

 2021 2022 2023 Change 2023/2022 

Air pollutant emissions across the Group, 

thousand tonnes 

425 457 467 2% 

thousand tonnes
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Land impact across LUKOIL Group’s Russian entities 

 2021 2022 2023 Change 2023/2022 

Contaminated land as at December 31, hectares 49 10 10 0% 

Rehabilitated land, hectares 49 71 49 –31% 

Number of significant15 oil spills 4 1 0 –100% 

Pipeline failures per km per year 0.069 0.069 0.065 –6% 

Annually replaced pipelines,16 % of total length 2.5 2.1 2.3 +10% 

Pipelines with anti-corrosion coating, % 34 37 39 +5% 

 

Land impact across LUKOIL Group 

 2021 2022 2023 Change 2023/2022 

Volume of oil and petroleum spilled in 

accidents, tonnes 

73 8 3 –61% 

 

 

 

Production waste management 

In waste management, LUKOIL prioritizes maintaining its disposal-to-generation ratio at 1.0 to prevent 

waste accumulation. This approach remained unchanged in 2023.  

The amount of legacy, pre-privatization waste for LUKOIL Group grew by 21 percent year-on-year to 

595 thousand tonnes in 2023, due to the update of information on the share of pre-privatization waste 

in bottom sediments in ponds at mechanical treatment facilities at the Perm Refinery as a result of a 

geodetic study. 

 

 

 

 

 

 

 

                                                 

 

15
 Significant spill is an emergency with environmental consequences (accident or incident) that meet one or more of the 

following criteria: 1. The amount of potential financial risks for a LUKOIL Group entity exceeded USD 1 million. 2. The 

area of contamination exceeded 5 hectares. 3. The volume of the pollutant spilled exceeded 10 tonnes. 4. Damage was 

caused to water bodies. 

16 Pipelines in this metric mean oil, gas, and water pipelines. 
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Waste management at LUKOIL Group entities 

 2021 2022 2023 Change 2023/2022 

Waste generation, thousand tonnes 2,065* 2,056 2,111 3% 

Russia 1,968* 1,958 2,041 4% 

Hazardous waste (hazard classes I to III), 

% 

18 21 23 10% 

International projects 97 98 71** –28% 

Waste disposal, thousand tonnes 2,020 1,997 2,127 7% 

Russia 1,921 1,897 2,056 8% 
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In 2023, LUKOIL became th
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We continue to deploy an end-to-end grading system across LUKOIL Group entities. In 2023, the 

system was piloted at seven subsidiaries. The end-to-end grading system ensures that positions are 

comparable within the entire Group; salaries are competitive, employee career growth is manageable, 

and payroll is under control. 

As part of our personnel performance and productivity management system, we annually evaluate 

employee performance against their individual targets and KPIs while also preparing individual 

development plans for them. The evaluation results affect the amount of annual bonuses and further 

career growth of employees.  

  

Employee development system 

The Company has a continuous training system in place to provide its personnel with all the necessary 

knowledge and skills to meet existing and new business objectives. Employee development is based 

on annual professional development plans. 

Professional training days are held on a regular basis for all managers of LUKOIL Group entities to 

discuss the most pressing matters. The matters discussed in 2023 included HR management, corporate 

security, and protection of social and economic rights as well as employment and professional interests 

of the Company employees. To provide employee training, the Company uses workshops, seminars, 

trainings, secondments, professional development and retraining programs, as well as professional 

training days. The Company develops and delivers corporate training programs for employees of 

LUKOIL Group entities at the country’s leading educational centers. In 2022, over 88 thousand 

employees completed training for a total of 370 thousand person-courses. Training time exceeded 8.6 

million hours, including about 2 million hours of mandatory training. 

LUKOIL has a distance learning system that helps optimize mandatory training costs. LUKOIL Group 

has over 50 entities connected to the system with more than 90 thousand users. In 2023, the Company 

employees successfully completed over 227 thousand training courses via the distance learning system, 

including more than 71 thousand training courses on health and safety.  

 

Career and succession management 

In 2023, we continued the project to improve our career and succession management system. The 

project is planned to be implemented as a module within our automated personnel performance 

management system. 

The initiative also provides for adopting a system of position profiles for key production segments and 

professional skills models. The project’s deliverables will be used to implement standard career paths 

available to every employee on achievement of performance indicators and targets provided that 

necessary skills are built by the employee. 

 

Diversification 

In implementing its HR policy, LUKOIL is guided by the principles outlined in the conventions of the 

United Nations and the International Labor Organization. LUKOIL has zero tolerance for any form of 

discrimination and provides equal opportunities to all its employees. 
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The Business Ethics Commission registered five reports in 2023. In each case, measures were taken to 

prevent negative situations from escalating. The reports related to employment relations, specifically 

the interaction between employees and managers; some reports were submitted repeatedly or followed 

up on earlier reports.  

The Company’s key principles and approaches to social responsibility are described in the Social Code 

mailto:anticorruptionline@lukoil.com
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In 2023, LUKOIL did not receive any complaints concerning violations of human rights or the rights 

of indigenous minorities of the North by the Company, including with regard to human rights breaches 

by contractors working at LUKOIL Group’s facilities. 

Contribution to Society 

Being aware of our responsibility to the communities of which we are a part, LUKOIL maintains a 

regular dialogue with stakeholders and implements targeted programs taking into account cultural and 

historical specifics of the regions and countries where it operates. 

The Company makes decisions on financing certain social projects based, among other things, on 

requests from stakeholders (local, regional, and federal authorities and non-profit and other non-

governmental organizations), and as part of social partnerships with Russian regions. Corporate 

programs are tailored to respective specific regions and leverage local expertise and human capital. 

Expenses on external social support in 2023, RUB billion 

Total 18.2 

Agreements on cooperation with Russian regions and municipal entities  7.4 

Charity  10.8 

In the reporting period, LUKOIL implemented projects to upgrade social and utility infrastructure in 

its regions of operation, improve public and residential areas, and provide materials and supplies to 

education and healthcare facilities. LUKOIL supported the construction and upgrades of sports and 

cultural facilities and helped organize environmental events.  

Low-rise houses were built in Kogalym for the faculty of the new Education Center, a branch of the 

Perm National Research Polytechnic University. 

Medical equipment was purchased for healthcare institutions in the Stavropol Territory, with major 

repairs completed at the polyclinic unit of the Limanskaya District Hospital in the Astrakhan Region. 

A new building of the Russian Classical School was constructed in Perm, and its existing buildings 

were revamped. Community Centers and a leisure center were built and revamped at villages of the 

Perm Territory.  

The Social and Cultural Projects Competition was traditionally held across the regions in which the 

Company operates, with over 500 projects becoming the winners. 

In 2023, the corporate LUKOIL Charity Fund celebrated its 30th anniversary. The Fund’s flagship 

projects include support for low-income families with children who have locomotor disorders, or sight 

or hearing impairments. The Fund has been actively cooperating with leading exhibition centers such 

as the State Russian Museum, the Tretyakov Gallery, the Pushkin State Museum of Fine Arts, the 

Moscow Kremlin Museums, and the State Historical Museum.  

Also in 2023, the LUKOIL Sports Club celebrated its 25th anniversary. Every year, the Club holds 

corporate sporting events, supports professional clubs and teams, and organizes sports activities and 

campaigns across LUKOIL’s footprint. 
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Responsibility to customers 

LUKOIL has an extensive network of filling stations in 19 countries around the world. 

LUKOIL’s Fill up with Profit Loyalty Program and the LUKOIL Filling Stations mobile app are 

available to motorists. In 2023, the number of users of the LUKOIL Filling Stations mobile app in 

Russia exceeded 11 million. A number of measures are being implemented to improve the quality of 

service, including the development of feedback mechanisms in the mobile app, handling inquiries to 

the Unified Hotline, monthly analysis of incoming requests, control over compliance of filling station 

staff with customer communication guidelines, regular training and development courses for all 

categories of filling station personnel, as well as expansion of customer communication in the mobile 

app, etc.  

We continue developing our ecosystem of driver services under the LUKOIL brand. During the year, 

we launched new services, including compulsory third-party liability insurance and hull insurance 

policies, booking a car service, ordering a tow truck, checking and paying traffic police tickets, and 

booking a car wash. 

New features were added to the mobile app to reduce lines: faster QR-enabled payments for fuel at fuel 

dispensing units; QR-enabled payments via the Faster Payments System (FPS) using POS terminals or 

the mobile app; and linking bank cards for in-car payments. 

In the reporting year, we maintained a strong focus on the LUKOIL for Business mobile app, with its 

subscriber base more than doubled year-on-year to 74.7 thousand users. Creating digital services drives 

the efficient expansion of our customer service geography, enabling remote contracting without the 

hassle of gathering necessary documents. 

Customers of Teboil Rus filling stations also have access to Teboil’s Loyalty Program, with a 

proprietary mobile app. 

August 2023 saw our first annual Customer’s Day which involved seven LUKOIL Group entities 

across Russian regions. Over one thousand administrative employees were offered an opportunity to 

deep-dive into the ins and outs of the work of operators and their assistants at filling stations as well as 

contribute toward corporate goals and suggest improvements to business processes. 

Innovative ancillary services (tire inflation station, laundry and shower rooms) are introduced at new 

filling stations, including flagship ones, implemented as advanced technology solutions in the self-

service format offering a better customer experience. 

LUKOIL’s network of filling stations was named a winner of the Filling Stations of Russia nationwide 

competition as the Network of Filling Stations of the Year 2023, while its Fill up with Profit Loyalty 

Program was recognized as the best program in the Retail Services category at the 14th annual Service 

Quality and Consumer Rights Award. 

Engagement with local communities in the Republic of Komi 

We engage with local communities in the Republic of Komi on a regular basis. For instance, in 2023, 
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Local people can get in touch with LLC LUKOIL-PERM in the Republic of Komi and the Nenets 

Autonomous Area by mail, or via email, social media, or by calling a hotline, as well as during public 

consultations, community outreach initiatives, and management meetings with local people. 

In 2023, a total of 465 calls were received via the environmental safety hotline operated by the Central 

Dispatching Department for the Republic of Komi and the Nenets Autonomous Area. Only one of the 

calls was related to environmental safety (the smell of gas between the 132 and 133 km of the motorway 

between Usinsk and Kharyaga). An ad-hoc inspection was conducted, which did not confirm the 

suspected environmental threat.  

The Company was involved in the construction of water supply networks and installation of water 

treatment systems in the villages of Ust-Usa and Novikbozh. The commissioning of similar facilities is 
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This decrease in compliance with the Code is due to objective reasons of a geopolitical nature. For 

example, based on Resolution of the Russian Government No. 1102 dated July 4, 2023, the Company 

does not publicly disclose a certain range of information, which results in lower rates of compliance 

with the Code principles.  

 

Self-assessment by the Company of the corporate governance practices for compliance with the 

principles and recommendations of the Corporate Governance Code21 

Corporate governance principles Number of 

principles 

recommended 

by the Code 

2022 2023 

F
u

ll
 

P
a

rt
ia

l 

N
o

n
e 
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The full list of matters falling within the authority of the General Shareholders Meeting is set out in 

Federal Law No. 208-FZ On Joint Stock Companies dated December 26, 1995. 

The procedure for holding the General Shareholders Meeting in place at LUKOIL ensures that all 

shareholders of the Company have an equal opportunity to participate in it.  

In the reporting year, the federal law continued to apply, according to which22 the shares recorded in 

the depo accounts of depository programs no longer grant voting rights, are not included in the vote 

count, and dividends on them are not paid.   

General Shareholders Meeti
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The proportion of shareholders holding voting shares in the Company, who participated in 

General Shareholders Meetings (presence of a quorum) in 2021–2023 

June 24, 

2021 
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Performance assessment of the Board of Directors and the Board Committees for 

2022–2023 

HRCC, AC, SISCAC 

– performance 

assessments of the 

Committees were 

considered 

Independent external performance assessment of PJSC LUKOIL’s Board of Directors HRCC 

Independence of members of the Board of Directors of PJSC LUKOIL and 

professional qualifications of the Board of Directors 
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Approval of LUKOIL Group Sustainability Report for 2022 SISCAC 

LUKOIL Group HR Management Report HRCC 

Amendments to the Regula
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The Board of Directors reviewed the results of self-assessment in April 2023 and gave a positive 

assessment of its performance in 2022–2023 having deemed it expedient to continue improving its 
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Independent directors 

Independent directors play an important role in effective performance of duties by the Board of 

Directors, particularly on the issues related to the Company’s development strategy and managing 

risks, as well as protecting the interests of both shareholders and investors.  

Independent directors help develop objective and well-balanced opinions on the matters discussed at 

meetings. 

At the time of election, the Company’s Board of Directors comprised nine members, three of which 

were independent directors – a sufficient number for the objective and well-informed decision-making 

process. All independent directors are members of Committees, all of them serving as Chairmen of 

Committees and two being members of two Committees simultaneously. 

The independence of each director and candidate to the Board of Directors was assessed during 2023 

as per 



60 

 

Education 
Academic degrees 11* 

Oil and gas 1 

Economics and finance 4** 

Law 1 

Mathematics 1 

Engineering 2 

Geography 1 
* Two members of the Board of Directors hold doctoral degrees in two different branches of science. 

** One member of the Board of Directors holds academic degrees in two different fields of knowledge. 

 

Induction of new members of the Board of 
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The insured amount (liability limit) makes up RUB 3,200,000,000 (in aggregate for all Coverages). 

Insurance premium for Coverages A, B, and C does not exceed RUB 64,000,000. 

 

Board Committees  

PJSC LUKOIL’s three Board Committees improve the effectiveness of resolutions passed by the Board 

of Directors and are engaged in the preliminary detailed review of the most essential matters while 

preparing relevant recommendations for the Board of Directors: 

 Strategy, Investment, Sustainability, and Climate Adaptation Committee (SISCAC) 

 Audit Committee (AC)  

 HR and Compensation Committee (HRCC) 

Committee activities are governed by applicable regulations. 

The Committees are fully accountable to the Board of Directors. Committee members are elected from 

among the Board members and in line with both best practice and the requirements of the Listing Rules 

of PJSC Moscow Exchange. The Committees include a significant number of independent directors. 

This approach fosters objective and well-balanced recommendations. All Committee members have an 

adequate combination of strong expertise and extensive experience, including hands-on experience. 

As of the end of the reporting year, independent directors made up two-thirds of all directors on the 

Audit Committee and the HR and Compensation Committee. All three Committees were chaired by 

independent directors. This made them well-positioned to contribute significantly to the decision-

making process when setting strategic goals, identifying PJSC LUKOIL’s business priorities, ensuring 

sustainable development, or making other important decisions that may affect shareholder interests. 

Both LUKOIL employees and third parties may attend Committee meetings upon invitation from a 

Committee Chairman. However, they may not vote on agenda items. 

Secretarial duties of the Board of Directors’ Committees are performed by the Corporate Secretary. 

 

Eighty percent of all matters discussed by the Board of Directors in 2023 were previewed by the 

Board Committees, ensuring detailed discussions on the most essential matters brought up for the 

Board’s approval. In the reporting year, all Committees worked as planned; 75 percent of all 
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Committee meetings 
 In person In absentia 

2021   

   SISCAC 7 1 

   AC 9 0 

   HRCC 6 2 

2022   

   SISCAC 7 1 

   AC 7 3 

   HRCC 8 8 
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Audit Committee 

Key Committee tasks Key topics covered in 2023* 

 Reviewing the Company’s 

accounting (financial) statements for 

completeness, accuracy, and reliability 

 Preparing recommendations 

regarding the Company’s audit firm and 

the audit firm’s remuneration 

 Reviewing the opinion of the 

Company’s auditor firm and determining 

the audit firm’s independence, objectivity, 

and absence of a conflict of interest 

 Assessing effectiveness of the 

internal audit and considering proposals 

for improvement 

 Reviewing the Company’s internal 

audit activity plans and budget 

 Assessing the effectiveness of the 

Company’s risk management and internal 

control procedures and reviewing the 

reliability and performance of the risk 

management and internal control system 

 Developing and improving the 

Company’s corporate governance system 

and practices 

 Making recommendations for the 

Board’s possible preliminary approval of 

the Company’s Annual Report 

 Discussion of material accounting issues, including the 

Company’s accounting policy, and material matters that 

arose during the independent external audit 

 Review of consolidated financial statements of 

PJSC LUKOIL under IFRS (for 2022, the first quarter 

of 2023, the first six months of 2023, and the first nine 

months of 2023) 

 Material litigations and claims related to the operations 

of LUKOIL or other LUKOIL Group entities 

 Review of the most material amendments to accounting 

reports following the audit results 

 Assessment of the opinion of the Company’s audit firm 

to be provided to shareholders for review in preparation 

for the Annual General Shareholders Meeting 

 Recommendations to the Board of Directors regarding 

the audit firm for its subsequent appointment by the 

Company’s General Shareholders Meeting 

 Prevention, identification, and  countering of the misuse 

of insider information and/or market manipulation 

 Progress report on the Regulations on the Information 

Policy of PJSC LUKOIL 

 Recommendations to the Board of Directors of PJSC 

LUKOIL on approval of the list of engagements that do 

not provide assurance (non-audit services) performed 

by the audit firm 

* The list of key decisions made by the Board of Directors based on the C
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HR and Compensation Committee 

Key Committee tasks Key topics covered in 2023* 

 Assessing the performance of the Board of 

Directors, its members, and Committees; identifying 

priority areas to strengthen Board composition; and 

making preliminary consideration of candidates to the 

Board of Directors nominated by the Board of Directors 

 Communicating with shareholders to prepare 
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CEO 

The Company’s sole executive body, the CEO appointed by the Board of Directors28 for a term of five 

years, plays a key role in ensuring the timely and efficient performance of the Company’s operating 

and strategic tasks. 

The key provisions of the contract with the CEO are subject to preliminary review by the HR and 

Compensation Committee of the Board of Directors and final approval by the Board of Directors. 

The CEO’s scope of authority covers all matters of managing the Company’s day-to-day operations, 

except for matters reserved to the Company’s General Shareholders Meeting or Board of Directors. 

This includes representing the Company’s interests, entering into transactions on behalf of the 

Company, signing financial documents, approving staff and signing employment contracts, approving 

the Company’s organization, approving internal documents regulating its day-to-day operations, 

making decisions on the Company’s participation in other entities (except for financial and industrial 

groups, associations, and other unions of legal entities), as well as developing and implementing the 

overall growth strategy of the Company’s subsidiaries, including preliminary approval of decisions of 

the Company’s subsidiaries regarding stakes in other entities, coordinating the activities of the 

Company’s subsidiaries, including the approval of documents governing their operations, making 

decisions to approve material transactions, and performing other functions established by the 

Company’s Charter. 

 

Remuneration System for Members of the Company’s Governance Bodies 

When shaping the remuneration system and determining the particular remuneration for members of 

PJSC LUKOIL’s governance bodies, the actual amounts payable are expected to be sufficient to 

engage, motivate to work efficiently, and retain individuals with the skills and qualifications required 

by the Company.  

Remuneration system for members of the Board of Directors 

The guidelines on remuneration and compensation of members of the Board of Directors, including 

their structure and terms of payment, are formalized in the Director Compensation and Expense 

Reimbursement Policy of PJSC LUKOIL (the “Remuneration Policy”). 
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The Company does not provide for any extra payments or compensations in the event of early 

termination of directors’ tenure. 

Remunerations are determined by the General Shareholders Meeting and reflect proposals of the Board 

of Directors, which are0ah27( )4rly 
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Top management29 remuneration system 

The top management remuneration system was developed to ensure the delivery of business targets, 

promote strategic business activities, and support a uniform, systematic, and consistent approach to 

financial incentives for key executives. The balance of interests between the Company’s management 

and shareholders is key to the top management remuneration system in place at the Company. 

The top management remuneration system is set out in the Regulations on PJSC LUKOIL’s 

Management Remuneration and Incentive System.  

Top management remuneration is comprised of fixed and variable components. 

The fixed component consists of a salary determined taking into account the complexity of tasks and 

duties to perform, the scope of work under the direct influence of the key executive in question, and 

the extent of such influence. The fixed component also includes additional payments for discharging 

the duties of other temporarily absent key executives. The salaries are in line with the market, which 

ensures the retention of key executives. 

The variable component consists of annual bonuses and may also include one-off and target bonus 

payments and other payments. 

Annual bonuses are paid as end-of-year bonuses and are intended to incentivize top managers to meet 

full-year targets. To determine annual bonuses, performance against the pre-set key performance 

indicators is analyzed and approved. There are two types of KPIs: Company-wide (team performance) 

and individual (key executive’s performance within the business line the top manager is responsible 

for).
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Key participants of LUKOIL Group’s RMICS 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Internal audit units 

• Carry out independent assessment 
of the RMICS reliability and 
performance  

•  Develop recommendations for 
RMICS improvement  
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Risk management 

PJSC LUKOIL continuously improves its risk management system, enabling the Company to promptly 

respond to changes (both external and internal), maintain performance, and improve its efficiency in 

an environment of high risks and uncertainty. 

To develop and improve the Group-wide risk management system across LUKOIL Group entities and 

in line with the Risk Management and Internal Control Policy of PJSC LUKOIL, the Resolution of the 

Board of Directors of PJSC LUKOIL dated April 17, 2023 approved a new version of the Regulations 

on Risk Management at PJSC LUKOIL. The Regulations define the roles and responsibilities in the 

implementation of the Risk Management business process and establish relevant procedures and 

interactions between process participants. The Regulations apply to all LUKOIL Group entities. 

In 2023, efforts were made to: 

 identify and assess new risks, establish a single risk database, and use this information to 

support decision making on key issues 

 review and prepare materials on major and priority projects and develop recommendations and 

proposals to improve profitability and mitigate risks 

 update and develop t
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In April 2023, when considering the functioning and improvement of the Company’s risk management 

and internal control system, the Board of Directors, based on the review of the reliability and 

effectiveness assessment of the risk management and internal control system in place at the Company, 

approved the submitted results of the work done and proposals for the system development. 

The Company’s Internal Audit Service confirmed: 

 the effective ICS operation across LUKOIL Group entities 

 the alignment between the organizational structure of the Internal Control business process and 

the Company’s business scale, goals, objectives, and development strategy.  

LUKOIL Group carries out regular, systematic work to identify areas for improvement of internal 

controls at subsidiaries, which incluy, 
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⦁ The Group’s unified accounting policy. For the purposes of preparing the consolidated financial 

statements under IFRS, the Company has in place the unified IFRS accounting policy approved by the 

CEO of PJSC LUKOIL, which is reviewed at least once a year. It is binding on all LUKOIL Group 

entities that prepare their IFRS statements. 

An executive order of PJSC LUKOIL approves, on an annual basis, the corporate RAS accounting 

policy and requirements to the accounting policies of the Company’s Russian subsidiaries. 

Centralized development and approval of RAS and IFRS accounting policies ensure application of 

uniform principles of accounting and reporting for similar transactions and the comparability of results 

between LUKOIL Group entities. 

⦁ 
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Corporate internal audit system  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Within LUKOIL Group, internal audit is performed by: 

 the Internal Audit Service of PJSC LUKOIL (IAS) headed by Vice President – Head of the 

Internal Audit Service (the “Head of IAS”) 

 internal audit units of the Multifunctional Business Support Center (LLC LUKOIL-MBSC, a 

100-percent subsidiary of the Company) 

 internal auditors at foreign subsidiaries (units or employees that, in accordance with applicable 

laws, perform internal audit functions at three foreign entities of LUKOIL Group). 

The IAS is responsible for internal audits and audit consulting at PJSC LUKOIL and for organizing 

and participating in the auditing and consulting of other LUKOIL Group entities, as well as for internal 

audit planning, methodological support, and development across LUKOIL Group. The IAS also 
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Audits and consulting engagements are conducted in line with the requirements/recommendations of 

applicable laws and regulators, the International Professional Practices Framework, and internal 

documents of PJSC LUKOIL governing the Internal Audit business process. 

Methodological support 

The Company implements a five-year Program to Improve the Quality of Internal Audit at 

PJSC LUKOIL, which covers all aspects of internal audit, including methodological support. 

In 2023, LUKOIL Group continued enhancing methodology supporting its internal audit processes in 

line with best practice, including drafting the following documents:  

 key principles of the Internal Control business process 

 a new version of the Regulations on Internal Audit at PJSC LUKOIL, which takes into account 

changes in the Company’s governance system (approved by the Resolution of the Board of 

Directors dated December 19, 2023) 

 



78 

 

Methodological work is currently underway to automate procedures in other areas.  

Assessment of internal audit effectiveness by the Audit Committee of the Board of Directors and 

by the Board of Directors 

The Head of IAS annually submits a report on performance of the Annual Audit and Consulting 

Engagements Plan of the Internal Audit Service of PJSC LUKOIL and on internal audits to the Audit 

Committee of the Board of Directors. 

In 2023, upon reviewing the 2022 report, the Audit Committee recommended that the Company’s 

Board of Directors, among other things: 

 approve the work of the Internal Audit Service of PJSC LUKOIL in 2022 involving assessment 

of the effectiveness of the risk management and internal control system, as well as of corporate 

governance at LUKOIL Group 

 recognize internal auditing at LUKOIL Group as congruent with the Internal Audit Mission 

Statement, Core Principles for the Professional Practice of Internal Auditing, Code of Ethics, 

and Definition of Internal Auditing as adopted by the Institute of Internal Auditors 

 take note of the fact that internal auditing at LUKOIL Group is performed in accordance with 

the International Standards for the Professional Practice of Internal Auditing as adopted by the 

Institute of Internal Auditors. 
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 coordinating the operations of the Company’s subsidiaries. 

In 2023, 35 resolutions were passed on the operations of the Company’s subsidiaries and 25 – on 

employment matters related to heads of the Company’s subsidiaries. 

Approval of subsidiaries’ material transactions31 

For the purpose of enhancing control over material transactions made by its subsidiaries, the Company 

employs the Procedure for Approving Material Transactions Performed by Subsidiaries of 

OJSC LUKOIL (the “Procedure”). Such transactions are made by subsidiaries only after their 

consideration and approval by the CEO of the Company in accordance with the Procedure. The 

Procedure does not apply to intra-group transactions. 
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Terms, acronyms, and abbreviations 

References to “PJSC LUKOIL”, “LUKOIL Group”, “the Group”, “LUKOIL”, “the Company”, “we”, 

and “our” throughout this document are all equivalent for the purposes of this Report and refer to 

LUKOIL Group, PJSC LUKOIL, and/or its subsidiaries, depending upon the context in which the 

terms are used. 

 

2D – two-dimensional 

3D – three-dimensional 

AC – Audit Committee 

AGM – Annual General Shareholders Meeting 

APG – associated petroleum gas 

boe – barrel of oil equivalent 

BU – business unit 

CDP – Carbon Disclosure Project 

CEO – chi
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LLC – limited liability company 

LTAFR – Lost Time Accident Frequency Rate 

LTIFR – Lost Time Injury Frequency Rate 

MET – mineral extraction tax 

MOEX – Moscow Exchange 

MW – megawatt 

NGL – natural gas liquid 

OECD – Organization for Economic Co-operation and Development 

OEM – original equipment manufacturer 

OGDC – Oil & Gas Decarbonization Charter 

OJSC – open joint stock company 

OPEC – Organization of Petroleum Exporting Countries  

p.p. – percentage points 

PJSC – public joint stock company 

POS – point of sale 

QR code – quick-response code 

R&D – research and development 

RAS – Russian Accounting Standards 

RES CSA – renewable capacity sources capacity supply agreement 

RMICS – risk management and internal control system 

RPA – robotic process automation 

RSPP – Russian Union of Industrialists and Entrepreneurs 
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About the Report 

PJSC LUKOIL Annual Report (the “Report”) presents key information on LUKOIL Group’s overall 

perform

mailto:ir@lukoil.com
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Reference Information 

About the Company 

Public Joint Stock Company “Oil Company ‘LUKOIL’” (the “Company”) was established in 

accordance with Decree No. 1403 of the President of the Russian Federation On Specific Features of 

the Privatization and Transformation into Joint Stock Companies of State Enterprises and Industrial 

and Research Industrial Associations in the Oil and Oil Refining Industries and Oil Product Supply, 

dated November 17, 1992, and Directive No. 299 of the Council of Ministers – 

http://www.lukoil.ru/
http://www.lukoil.com/
mailto:shareholder@lukoil.com
https://evoting.reggarant.ru/voting/pa
https://play.google.com/store/apps/details?id=ru.reggarant.evoting


mailto:ir@lukoil.com
mailto:media@lukoil.com
mailto:hotline@lukoil.com
mailto:ethics@lukoil.com
mailto:mail@reggarant.ru
mailto:moscow@kept.ru
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Appendix 1. 

Corporate Governance Code Compliance Report (as of December 31, 2023) 

This Report on Compliance with the Corporate Governance Code (the “Code”), recommended by the 

Bank of Russia as a guidance for all publicly traded joint stock companies, is included in the Annual 

Report in line with Chapter 57 of the Bank of Russia’s Regulations No. 714-P On Information 

Disclosure by Issuers of Issue-Grade Securities, dated March 27, 2020.Incorporated in Russia, PJSC 

LUKOIL is guided in its business by the corporate governance principles recommended for 

implementation by Russian securities market regulators. 

The Code is the key document regulating national corporate governance standards and is available on 

the Bank of Russia’s website at http://www.cbr.ru/publ/Vestnik/ves140418040.pdf. 

This Report was considered by the Board of Directors of PJSC LUKOIL at a meeting on March 22, 

2024 (Minutes No. 4) as part of the Annual Report of PJSC LUKOIL for 2023. 

The Board of Directors certifies that the data in this report contain full and reliable information on 

compliance by the Company with the principles and recommendations of the Corporate Governance 

Code for 2023. 

An overview of the core aspects of the corporate governance model and practice adopted by 

PJSC LUKOIL is presented in the Corporate Governance section of the Annual Report of 

PJSC LUKOIL for 2023. 

As a methodology for PJSC LUKOIL to assess compliance with corporate governance principles set 

forth by the Code, the Company used a report format recommended by the Bank of Russia in its Letter 

No. IN-06-28/102 dated December 27, 2021 On Disclosure of Compliance with the Principles and 

Recommendations of the Corporate Governance Code in the Annual Report of a Public Joint Stock 

Company and recommendations set forth therein. 

 

 

 

 

 

 

 

 

 

 

  

http://www.cbr.ru/publ/Vestnik/ves140418040.pdf
consultantplus://offline/ref=8D7B1CE97AD0B5A66959401A8BDD9F0175E6E82676E559A2BB2281C4492B0F77478CBBA9F88245DCB7C138B5372103E93A407BC155231819k9e1H
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No. Corporate guidance principles Compliance criteria Compliance status Reasons for non-compliance 
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the company, in all instances of general meetings held in the 

reporting period. 

1.1.4 Shareholders shall not encounter unjustified 

difficulties in exercising their right to request 

that a general meeting be convened, to 



91 

 

4. During the reporting period, the company used 

telecommunication means to provide shareholders with 

remote access to general meetings, or the board of directors 

made a well-grounded decision that no such means were 

needed (could be used) in the reporting period. 

1.2 Shareholders have equal and fair rights to share profits of the company by receiving dividends. 

1.2.1 The company has developed and introduced a 

transparent and clear mechanism for 

determining the dividend amount and paying 

dividends. 



92 

 

1.2.3 
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need to re-convene the General Meeting, which 

would lead to additional expenses for the Company. 

In the future, if the above risks reduce, the Company 

plans to abandon voting using quasi-treasury shares 

at General Shareholders Meetings. 
 

1.4 Shareholders are provided with reliable and effective methods for recording their rights in shares, as well as are enabled to freely dispose of their shares without any hindrance. 

1.4 Shareholders are provided with reliable and 

effective methods for recording their rights in 

shares, as well as are enabled to freely dispose 

of their shares without any hindrance. 

1. The processes and terms of provision of the services by 

the company’s registrar meet the requirements of the 

company and its shareholders and ensure the recording of 

their rights to shares and exercise of the shareholders’ rights 

in the most effective way. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

 

2.1 The board of directors shall carry out the strategic management of the company, establish the basic principles of, and approaches to, setting up a risk management and internal control system in the 

company, control activities of the company’s executive bodies, and perform other key functions. 

2.1.1 The board of directors shall be responsible for 

passing resolutions related to appointment and 

removal of executive bodies, including due to 

their inadequate performance. The board of 

directors shall also ensure that the company’s 

executive bodies act in accordance with the 

approved growth strategy and along the 

company’s core lines of business. 

1. The board of directors has the authority stipulated in the 

charter to appoint and remove members of executive bodies 

and to set out the terms and conditions of their contracts. 

2. In the reporting period, the nomination (appointments, 

HR) committee reviewed the matter of alignment between 

professional qualifications, competencies, and experience 

of members of executive bodies and current and expected 

needs of the company in line with its approved strategy. 

3. In the reporting period, the board of directors reviewed 

the report(s) by the sole executive body or members of the 

collective executive body (if any) on the implementation of 

the company’s strategy. 

 

                 

                Full  

 

 

                Partial                 

 

 

                None 

Criterion 1 is complied with. 

 

Criterion 2 is not complied with. 

The Company’s Charter does not provide for a 

collective executive body (on December 5, 2022, 

the Extraordinary General Shareholders Meeting of 

PJSC LUKOIL approved amendments to the 

Charter of PJSC LUKOIL that included abolishing 

the collective executive body (the Management 

Committee)). 

In the reporting period, the HR and Compensation 

Committee of the Company’s Board of Directors 

did not review the matter of alignment between 

professional qualifications, competencies, and 

experience of the sole executive body of the 

Company and current and expected needs of the 

Company in line with its approved strategy due to 

the fact that the sole executive body, the Company’s 

CEO, was appointed by the Board of Directors on 

December 14, 2022, and assessment of his 

√ 
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professional qualifications in 2023 was not deemed 

reasonable. The assessment of the professional 

qualifications of the Company’s sole executive 

body is planned to be carried out in 2024. 

 

Criterion 3 is complied with. 

 

2.1.2 The board of directors shall define the main 

long-term targets of the company’s operations, 

assess and approve its key performance 

indicators and key business goals, as well as 

the strategy and business plans for the 

company’s core lines of business. 

1. In the reporting period, the board of directors reviewed at 

its meetings matters related to the progress in the 

implementation of the strategy and its updates, approval of 

the company’s financial and business plan (budget), and 

consideration of the implementation criteria and 

performance (including interim criteria and performance) of 

the company’s strategy and business plans. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

 

2.1.3 The board of directors shall determine the 

principles of, and approaches to, organizing a 

risk management and internal control system in 

the company. 

1. The principles of, and approaches to, organizing a risk 

management and internal control system in the company are 

defined by the board of directors and set forth in the 

company’s internal documents that define its risk 

management and internal control policy. 

2. In the reporting period, the board of directors approved 

(revised) the acceptable risk exposure (risk appetite) of the 
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reimbursement (compensation) of costs 

incurred by members of the board of directors, 

executive bodies, and other key executives of 

the company. 

(compensation) of costs incurred by members of the board 

of directors, executive bodies, and other key executives, 

approved by the board of directors. 

2. In the reporting period, the board of directors reviewed at 

its meetings matters related to the said policy (policies). 

 

                Partial                 

 

 

                None 

2.1.5 The board of directors shall play a key role in 

preventing, identifying, and settling internal 

conflicts between the company’s bodies, 

shareholders, and employees. 

1. The board of directors plays a key role in preventing, 

identifying, and settling internal conflicts. 

2. The company has set up a system for identification of 

transactions involving a conflict of interest, and a set of 

measures to resolve such conflicts. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

 

 

2.1.6 The board of directors shall play a key role in 

ensuring the company’s transparency, the 

timeliness and completeness of its information 

disclosure, and unhindered access to the 

company’s documents for shareholders. 

1. In its internal documents, the company has designated the 

persons responsible for the implementation of its 

information policy. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

 

2.1.7 The board of directors shall control the 

company’s corporate governance practices and 

play a key role in its significant corporate 

events. 

1. In the reporting period, the board of directors considered 

the results of self-assessment and/or external assessment of 

the company’s corporate governance practices. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

 

2.2 The board of directors shall be accountable to the company shareholders. 

2.2.1 Performance of the board of directors shall be 

disclosed and made available to the 

shareholders. 

1. The company’s annual report for the reporting period 

includes the information on individual attendance at board 

of directors and committee meetings. 

                 

                Full  

 

 

                Partial                 

Criterion 1 is not complied with. 

PJSC LUKOIL Annual Report for 2023 does not 
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nomination committee), and the information on whether the 

nominee meets the independence criteria set forth in 

Recommendations 102–107 of the Code, as well as the 

information on whether there is the nominee’s written 

consent to be elected to the board of directors. 

 

                None 

2.3.3 The board of directors shall be balanced, 

including in terms of qualifications of its 

members, their experience, knowledge, and 

business qualities, and it shall have the trust of 

shareholders. 

1. In the reporting period, the board of directors analyzed its 

needs in terms of professional qualifications, experience, 

and knowledge and identified competencies that the board 

of directors required in the short and long term. 

 

 

 

 

                 

                Full  

 

 

                Partial               

 

 

                None 

 

consultantplus://offline/ref=8D7B1CE97AD0B5A66959401A8BDD9F0175E6E82676E559A2BB2281C4492B0F77478CBBA9F88246DEB3C138B5372103E93A407BC155231819k9e1H
consultantplus://offline/ref=8D7B1CE97AD0B5A66959401A8BDD9F0175E6E82676E559A2BB2281C4492B0F77478CBBA9F88246DBB6C138B5372103E93A407BC155231819k9e1H
consultantplus://offline/ref=8D7B1CE97AD0B5A66959401A8BDD9F0175E6E82676E559A2BB2281C4492B0F77478CBBA9F88246DEB3C138B5372103E93A407BC155231819k9e1H
consultantplus://offline/ref=8D7B1CE97AD0B5A66959401A8BDD9F0175E6E82676E559A2BB2281C4492B0F77478CBBA9F88246DBB6C138B5372103E93A407BC155231819k9e1H


98 

 



99 

 

2.5 The chairman of the board of directors shall facilitate the best performance of assigned duties by the board of directors. 

2.5.1 The board shall be chaired by an independent 

director, or a senior independent director shall 

be nt
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2.6.1 Members of the board of directors shall make 

decisions based on all information available, 

without conflict of interest, subject to equal 

treatment of the company shareholders, and 

assuming normal business risks. 

1. The company’s internal documents provide that a 

member of the board of directors shall notify the board of 

directors if he/she has a conflict of interest in respect of any 

item on the agenda of the board meeting or the board 

committee meeting, prior to the discussion of the relevant 

agenda item. 

2. The company’s internal documents provide that a 

member of the board of directors shall abstain from voting 

on any item in connection with which he/she has a conflict 

of interest. 

3. The company has in place a procedure enabling the board 

of directors to get professional advice on matters within its 

remit at the expense of the company. 

                 

                Full  

 

 

                Partial                 

 

 

                None 
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2. The company has in place a formalized induction 

program for newly elected members of the board of 
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2.7.4 Resolutions on the most important matters 

relating to the company’s operations shall be 

passed at a meeting of the board of directors by 

a qualified majority or by a majority of all 

elected board members. 

1. The company’s charter provides for resolutions on the 

most important matters, including those set out in 

Recommendation 170 of the Code, to be passed at a meeting 

of the board of directors by a qualified majority of at least 

three quarters or by a majority of all elected board members. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

Criterion 1 is partially not complied with. 

 

The Company’s Charter provides for resolutions on 
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4. Meetings of the audit committee were held at least once 

a quarter during the reporting period. 

The decision to include one non-executive director 

on the Committee was prompted by the Board’s 

intention to distribute the workload associated with 

participation in the Committees more evenly among 
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Criterion 2 is complied with. 

 

Criterion 3 is partially not complied with. 

 

The functions and tasks of the HR and 

Compensation Committee of the Board of 

Directors, provided for by the Regulations on the 

HR and Compensation Committee of the Board of 

Directors of PJSC LUKOIL, include the tasks listed 

in Recommendation 180 of the Code, save for the 

task specified in paragraph 5 of Recommendation 

180  selection of an independent advisor on 

remuneration of members of executive bodies and 

other key employees. 

 

Until now, the Company has never engaged an 

independent advisor for such purposes and does not 

intend to do so in the short term. 

The Company believes that such engagement will 

involve additional time to be spent on preparing and 

sending all necessary information to the advisor, as 

well as additional financial expenses for the 

Company, and will eventually affect shareholders’ 

income. However, the Company may engage such 

independent advisor should any significant 

shareholders express their interest. 

The HR and Compensation Committee of the Board 

of Directors regularly reviews at its meetings 

matters related to remuneration of the sole2 44 67.5n
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the Board of Directors of PJSC LUKOIL shall 

benchmark the Company’s remuneration policies 

and programs for members of governance bodies 

against those of other companies and may revise the 

Company’s remuneration policy for members of its 

Board of Directors and its sole executive body from 

time to time based on such benchmarking. 

2.8.3 To preview matters related to talent 

management (succession planning), 

professional composition, and efficiency of the 

board of directors, a nomination 

(appointments, HR) committee shall be set up, 

predominantly comprised of independent 

directors. 

1. The board of directors has set up a nomination committee 

(or its tasks listed in Recommendation 186 of the Code are 

fulfilled by another committee
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term. 

 

Criterion 3 is complied with. 

2.8.4 Taking into account the company’s scale of 

operations and level of risks, the company’s 

board of directors made sure that the 

composition of its committees is fully in line 

with the company’s business goals. Additional 

committees were either set up or not deemed 

necessary (strategy committee, corporate 

governance committee, ethics committee, risk 

management committee, budget committee, 

health, safety, and environment committee, 

etc.). 

1. In the reporting period, the board of directors reviewed 

whether its structure was consistent with the scope, nature, 

goals, needs, and risk profile of the company and its 

operations. Additional committees were either set up or not 

deemed necessary. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

 

2.8.5 
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2.9.1 The board of directors’ performance 

assessment shall be aimed at determining the 

efficiency of the board of directors, its 

committees, and members, consistency of their 

work with the company’s development 

requirements, as well as bolstering the work of 

the board of directors and identifying areas for 

improvement. 

1. The company’s internal documents define procedures for 

assessment (self-assessment) of the performance of the 

board of directors. 

2. Assessment (self-assessment) of the board of directors’ 

performance carried out in the reporting period included 

performance assessment of committees, individual 

members of the board of directors, and the board of 





109 

 

4.1.4 The company shall define a policy on 

reimbursement (compensation) of expenses 

detailing a list of reimbursable expenses and 

specifying service levels that members of the 

board of directors, executive bodies, and other 

key executives of the company can claim. Such 

policy can make part of the company’s 

remuneration policy. 

1. The remuneration policy (policies) or other internal 

documents of the company define the rules for 

reimbursement of costs incurred by members of the board 

of directors, executive bodies, and other key executives of 

the company. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

 

4.2 The system of remuneration of members of the board of directors shall ensure alignment of financial interests of directors with long-term financial interests of shareholders. 

4.2.1 The company shall pay fixed annual 

remuneration to members of the board of 

directors. The company shall not pay 

remuneration for attending particular meetings 

of the board of directors or its committees. 
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members of executive bodies and other key executives of the company. 

 

4.3.1 Remuneration due to members of executive 

bodies and other key executives of the 

company shall be determined in a manner 

providing for reasonable and justified ratio of 

the fixed and variable parts of remuneration, 

depending on the company’s results and the 

employee’s personal contribution. 

1. In the reporting period, annual performance results 

approved by the board of directors were used to determine 

the amount of the variable part of remuneration due to 

members of executive bodies and other key executives of 

the company. 
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4.3.3 The compensation (golden parachute) payable 

by the company in case of early termination of 

powers of members of executive bodies or key 

executives at the company’s initiative, 
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3. If foreign shareholders hold a significant amount of the 

company shares, during the reporting year, information was 

disclosed not only in the Russian language, but also in one 

of the most widespread foreign languages. 

6.2.2 The company shall strive to avoid a formalistic 

approach to information disclosure and to 

disclose material information about its 

operations even if such disclosure is not 

required by law. 

1. The company’s information policy defines approaches to 

identification of information about other events (actions) 

that can have a material impact on the company’s valuation 

and the price of its securities and that is not required to be 

disclosed by law. 

2. The company discloses information on its capital 

structure, as stated in Recommendation 290 of the Code, in 

its annual report and on the corporate website. 

3. The company shall disclose information on controlled 

legal entities that are material to it, including key areas of 

their operations, mechanisms for ensuring accountability of 

controlled legal entities, and powers of the company’s board 

of directors to determine the strategy and assess the 

performance of controlled legal entities. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

Criteria 1 and 2 are complied with. 

 

Criterion 3 is partially not complied with. 

 

Based on Resolution of the Russian Government 

No. 1102 dated July 4, 2023, the Company does not 

disclose information on controlled legal entities that 

are material to the Company. 

Should the restrictions on information disclosure set 
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recommendations to the Board of Directors 

regarding the auditor selection and its subsequent 

approval by the General Shareholders Meeting. 

The Audit Committee assesses the effectiveness of 

the internal audit process by reviewing the report on 

performance of the annual audit and consulting 

engagements plan of the Internal Audit Service of 

PJSC LUKOIL and on internal audits. 

Information on the Audit Committee’s review of the 

above issues is available in the Company’s Annual 

Report for 2023. 
The Audit Committee did not assess the 

effectiveness of the external audit process 

separately, and therefore the results of this 

assessment were not included in the Company’s 

Annual Report, since it is outside the remit of the 

Audit Committee as per Section 3 of 

Recommendation 172 of the Code (which provides 

for effectiveness assessment of the internal audit 

function). 

 

 

Criterion 2 is complied with. 

6.3 The company shall provide information and documents as per the requests of shareholders in compliance with principles of fairness and ease of access. 

6.3.1 Shareholders’ exercise of their rights of access 

to the company’s documents and information 

is not cumbersome. 

1. The company’s information policy (internal documents 

establishing the information policy) establishes non-

cumbersome procedure for providing shareholders with 

easy access to the company’s information and internal 

documents as requested by shareholders. 

2. The company’s information policy (internal documents 

establishing the information policy) contains provisions 

stipulating that if a shareholder requests information on 

legal entities controlled by the company, the company shall 

take the necessary steps to obtain such information from the 

relevant legal entities controlled by the company. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

Criterion 1 is complied with. 

 

Criterion 2 is partially not complied with. 

 

When providing information requested by 

shareholders, the Company is guided by Article 91 

of the Federal Law On Joint Stock Companies that 

provides for no obligation of the Company to share 

information on legal entities controlled by it with its 

shareholders. 

The majority of PJSC LUKOIL subsidiaries, 

including those material to the Company, have their 

own websites which describe their operations. 

These websites can also be accessed via PJSC 

LUKOIL’s official website. 
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6.3.2 When providing information to shareholders, 

the company shall ensure reasonable balance 

between the interests of particular shareholders 

and its own interests consisting in preserving 

the confidentiality of important commercial 

information which may materially affect its 

competitiveness.
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stakes in other entities, as well as decisions on 

acquiring subsoil licenses, which may result in 

investments exceeding an amount in rubles 

equivalent to USD 150 million, decisions to 

approve material transactions by the Company 

subsidiaries and decisions on acquisition and 

disposal of equity interests in other entities are 

referred by the Charter to the competence of the 

Company’s sole executive body.  

The Company also notes that the term “controlled 

legal entity material to the company” used in 

Recommendation 307 of the Code is used in 

applicable Russian laws only for disclosure 

purposes. Therefore, until this term is consolidated 

in the corporate law, the Company’s Charter cannot 

refer this matter to the competence of the Board of 

Directors. 

7.1.2 The board of directors shall play a key role in 

making decisions or working out 

recommendations regarding material corporate 

actions relying on the opinions of the 

company’s independent directors. 

1. The company has in place a procedure enabling 

independent directors to express their opinions on material 

corporate actions prior to approval thereof. 

                 

                Full  

 

 

                Partial                 

 

 

                None 

Criterion 1 is partially not complied with. 

 

The Company’s Charter includes no list of 

transactions or other actions deemed to be material 

corporate actions (see also the note to paragraph 

2.4.4).  

 

At the same time, in accordance with procedures 

provided for by the Regulations on the Board of 

Directors of PJSC LUKOIL, all members of the 

Board of Directors may participate in debates, put 

forward proposals, make comments, and speak on 

the substance of the matter under discussion. 
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Code
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entitled to give the Company instructions binding 

on the Company.  

The Company’s Charter does not provide for a 

collective executive body.  
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Appendix 2. 

Major and Interested Party Transactions 

 

THE LIST OF TRANSACTIONS MADE BY PJSC LUKOIL IN 2023 AND RECOGNIZED AS 

MAJOR TRANSACTIONS IN ACCORDANCE WITH THE FEDERAL LAW ON JOINT 

STOCK COMPANIES  

 

In 2023, PJSC LUKOIL did not perform any transactions that are recognized as major transactions in 

accordance with the Federal Law On Joint Stock Companies. 

 

 

THE LIST OF TRANSACTIONS MADE BY PJSC LUKOIL IN 2023 AND RECOGNIZED IN 

ACCORDANCE WITH THE FEDERAL LAW ON JOINT STOCK COMPANIES AS 

INTERESTED PARTY TRANSACTIONS IS NOT DISCLOSED IN ACCORDANCE WITH 

REGULATION NO. 1102 OF THE GOVERNMENT OF THE RUSSIAN FEDERATION OF    

4 JULY 2023. 


