
"2017 was an important year 
for LUKOIL as we defined the 
path of further development. 
In December the Board 
of Directors unanimously 
approved the Strategic 
Development Program of 
PJSC LUKOIL for 2018-2027 
as well as supported a 
number of related initiatives."

Chairman’s Letter

44

CHAIRMAN’S 
LETTER

Chairman’s Letter



2017 was an important year for LUKOIL as we 
defined the path of further development. In 
December the Board of Directors unanimously 
approved the Strategic Development Program 
of PJSC LUKOIL for 2018-2027 as well as 
supported a number of related initiatives. 

Delivery of the updated strategy will 
become a conceptually new stage for the 
business development. It is focused on the 
proactive efficiency improvement work, 
business processes and costs optimization, 
technological potential advancement. These 
will support the organic growth of key 
operational and financial indicators at the 
existing asset base. 

The adherence to the conservative financial 
policy is crucial strategic factor that allows 
to overcome with confidence the periods of 
macro environment volatility and deliver on the 
progressive dividend policy while maintaining 
high financial stability. 

One of the grounds for the successful delivery 
of the strategy is the efficient employee 
incentive program targeted at the attainment 
of the strategic goals. The Board of Directors 
supported the new five year long-term 
incentive program for the key employees that 
has a mechanism for allocating additional 
rewards to the employees who delivered 
outstanding results against the strategic goals.

An integral part of the updated strategy is 
the adherence to the sustainability principles. 
LUKOIL shares the sustainable development 
goals and principles of the United Nations. 
I’m pleased to report that the Company 
continues to create constantly value to all the 
stakeholders and focuses on the minimization 
of the environmental impact from its activity, 

DEAR SHAREHOLDERS,

ensuring safe work conditions, as well as 
social-economic development support of the 
regions where it operates considering the 
interests and traditions of local communities. 

Sustainable development of the business 
is impossible without the continuous 
improvement of corporate governance system. 
In 2017 we continued the implementation of 
principles and recommendations of the Bank 
of Russia Corporate Governance Code. As a 
result, the share of fully compliant principles 
increased to 72%, and the share of fully or 
partially compliant principles amounted to 97%. 

Internal audit and risk management systems 
improvement work was also continued. The 
internal controls provisions of PJSC LUKOIL was 
approved so as internal controls provisions in 
all main subsidiaries. 

We also continued to improve the mechanisms 
ensuring the shareholders rights execution. 
At the Extraordinary General Meeting of 
shareholders in December 2017, for the first 
time the shareholders were offered to vote 
electronically. This resulted in the highest for 
the past years quorum of 79%.

Among the important initiatives of the 
reporting year in the area of corporate 
governance, the Board of Directors supported 
the cancellation of major part of LUKOIL’s 
treasury shares as well as the launch of share 
buy-back program. 

I’m also pleased to report the recent changes 
in the composition of the Board of Directors. 
Ms. Lyubov Khoba joined the Board of Directors 
who prior to that was taking key finance roles 
in the Company. Ms. Khoba’s experience and 
professionalism, her profound knowledge of 

the oil business specifics will considerably 
contribute to the work of the Board of 
Directors. 

The current composition of the Board of 
Directors is well balanced in terms of the 
proportion of independent, executive and 
non-executive members and well-diversified 
in terms of the knowledge, qualification, 
experience and business acumen of the 
members. Out of eleven members of the 
Board of Directors five are independent, which 
ensures objectivity of the decisions taken and 
evidences a high level of the development of 
the Company’s corporate governance. 

On behalf of the Board of Directors I would 
like to thank all the shareholders for the trust 
in the Company and to its management and 
present the Board of Directors report on the 
results of the priority business directions 
development of PJSC LUKOIL in 2017.

Valery  
Grayfer 

Chairman of the Board of Directors  
of PJSC LUKOIL
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