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   31 December 31 December 

 Note  2016 2015 

Assets     

Current assets     

Cash and cash equivalents 6  261,367 257,263 

Accounts receivable, net 7  360,897 440,489 

Other current financial assets   16,934 23,768 

Inventories 8  404,284 340,196 

Income tax prepaid   19,646 7,413 

Other taxes receivable 9  74,029 81,692 

Other current assets 10  83,175 62,826 

Assets held for sale 15  35,309 - 

Total current assets   1,255,641 1,213,647 

Property, plant and equipment 12  3,391,366 3,411,153 

Investments in associates and joint ventures 11  162,405 181,744 

Other non-current financial assets 13  101,812 102,067 

Deferred income tax assets 27  29,079 28,735 

Goodwill and other intangible assets 14  43,134 51,749 

Other non-current assets   31,236 31,512 

Total non-current assets   3,759,032 3,806,960 

Total assets   5,014,673 5,020,607 

Liabilities and equity     

Current liabilities     

Accounts payable 16  550,247 394,339 

Short-term borrowings and current portion of long-term debt 17  58,429 60,506 

Income tax payable   6,591 11,640 

Other taxes payable 19  88,364 73,277 

Provisions 21, 22  26,015 25,553 

Other current liabilities 20  97,110 
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Share 

capital 

Treasury 

shares 

Equity-

linked  

notes 

Additional 

paid-in 

capital 

Other 

reserves 

Retained 

earnings 

Total equity 

attributable to 

PJSC LUKOIL 

shareholders 

Non-

controlling 

 interests 

Total 

equity 

31 December 2015 1,151 (241,615) 
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Note 1. Organisation and environment 

 

The primary activities of PJSC LUKOIL (the “Company”) and its subsidiaries (together, the “Group”) are oil 

exploration, production, refining, marketing and distribution. The Company is the ultimate parent entity of this 

vertically integrated group of companies. 

 

The Group was established in accordance with Presidential Decree No. 1403, issued on 17 November 1992. 

Under this decree, on 5 April 1993, the Government of the Russian Federation transferred to the Company 

51% of the voting shares of fifteen enterprises. Under Government Resolution No. 861 issued on 1 September 

1995, a further nine enterprises were transferred to the Group during 1995. Since 1995, the Group has carried 

out a share exchange program to increase its shareholding in each of the twenty-four founding subsidiaries to 

100%. 

 

From formation, the Group has expanded substantially through consolidation of its interests, acquisition of 

new companies and establishment of new businesses. 

 

In July 2015, the Company changed its legal form to Public Joint Stock Company (“PJSC”) following the 

requirements of the amended Russian Civil Code. 

 

Business and economic environment 
 

The accompanying consolidated financial statements reflect management’s assessment of the impact of the 

business environment in the countries in which the Group operates on the operations and the financial position 

of the Group. The future business environments may differ from management’s assessment. 

 

Note 2. Basis of preparation 

 

Statement of compliance 

 

The consolidated financial statements have been prepared in accordance with International Financial Reporting 

Standards (“IFRS”). 

 

These consolidated financial statements harh89 
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Note 3. Summary of significant accounting policies 

 

Principles of consolidation 

 

These consolidated financial statements include the financial position and results of operations of the 

Company and controlled subsidiaries. The Company controls an investee when it is exposed, or has rights, to 

variable returns from its involvement with the investee and has the ability to affect those returns through its 

power over the investee. 

 

Investments in companies that the Group does not control, but where it has the ability to exercise significant 

influence (Group’s interests are between 20% and 50%) over operating and financial policies, are accounted 

for using the equity method. These investments include the Group’s interests in associates, joint ventures and 

investments where the Company owns the majority of the voting interest but has no control





PJSC LUKOIL 
Notes to Consolidated Financial Statements 



PJSC LUKOIL 
Notes to Consolidated Financial Statements 

(Millions of Russian rubles, unless otherwise noted) 
 

15 

Note 3. Summary of significant accounting policies (continued) 

 

Derivative instruments 

 

The Group’s derivative activity is limited to certain trading operations with oil and petroleum products and 

hedging of commodity price risks. Currently this activity involves the use of futures and swaps contracts 

together with purchase and sale contracts that qualify as derivative instruments. The Group accounts for these 

activities as not intended for hedging and doesn’t use hedge accounting. The Group accounts for these 

activities at fair value. Resulting realised and unrealised gains or losses are presented in profit or loss on a net 

basis. Unrealised gains and losses are carried as assets or liabilities in the consolidated statement of financial 

position. 

 

Inventories 
 

Inventories are measured at the lower of cost and net realisable value. The cost of inventories includes 

expenditure incurred in acquiring the inventories, production or conversion costs and other delivery costs. In 

the case of manufactured inventories, cost includes an appropriate share of production overheads based on 

normal operating capacity. Net realisable value is the estimated selling price in the ordinary course of business, 

less the estimated costs of completion and selling expenses. 

 

The disposal of finished goods is accounted for using the first-in first-out principle, the disposal of other 

inventories by using the “average cost” method. 

 

Property, plant and equipment 

 

Items of property, plant and equipment are measured at cost less accumulated depreciation and any 

accumulated impairment losses. The cost of property, plant and equipment of major subsidiaries at 1 January 

2014, the Group’s date of transition to IFRSs, was determined by reference to its fair value at that date. 

 

The Group recognises exploration and evaluation costs using the successful efforts method. Under this 

method, all costs related to exploration and evaluation are capitalised and accounted for as construction in 

progress in the amount incurred less impairment (if any) until the discovery (or absence) of economically 

feasible oil and gas reserves has been established. When the technical feasibility and commercial viability of 

reserves extraction is confirmed, exploration and evaluation assets should be reclassified into property, plant 

and equipment. Prior to reclassification these assets should be reviewed for impairment and impairment loss (if 

any) expensed to the financial results. If the exploration and evaluation activity is evaluated as unsuccessful, 

the costs incurred should be expensed. 

 

Depreciation, depletion and amortisation of capitalised costs of oil and gas properties is calculated using the 

unit-of-production method based upon proved reserves for the cost of property acquisitions and proved 

developed reserves for exploration and development costs. 

 

Depreciation, depletion and amortisation of the capitalised costs of risk service contract oil and gas properties 

is calculated using a depletion factor calculated as the ratio of value of the applicable crude oil production for 

the period to the total capitalised costs to be recovered. 

 

Depreciation of assets not directly associated with oil production is calculated on a straight-line basis over the 

economic lives of such assets, estimated to be in the following ranges: 

 

Buildings and constructions 5 – 40 years  

Machinery and equipment 3 – 20 years  

 

Depreciation methods and useful lives are reviewed at each reporting date and adjusted if appropriate. 

 

Production and related overhead costs are expensed as incurred. 
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Note 4. Use of estimates and judgments (continued) 
 

Oil and gas reserves estimates that are used for the reporting purposes are made in accordance with the 

requirements adopted by U.S. Securities and Exchange Commission. Estimates are reassessed on an annual 

basis. 
 

Note 5. New standards and interpretations not yet adopted 
 

A number of new Standards, amendments to Standards and Interpretations are not yet effective at  

31 December 2016, and have not been applied in preparing these consolidated financial statements. Of these 

pronouncements, potentially the following will have an impact on the Group’s financial results. The Group 

plans to adopt these pronouncements when they become effective. 
 

IFRIC 22 Foreign Currency Transactions and Advance Consideration, issued in December 2016, addresses 

how to determine the date of the transaction for the purpose of determining the exchange rate to use on initial 

recognition of the related asset, expense or income (or part of it) on the derecognition of a non-monetary asset 

or non-monetary liability arising from the payment or receipt of advance consideration in a foreign currency. 

IFRIC 22 is effective for annual reporting periods beginning on or after 1 January 2018, with early adoption 

permitted. The Group is assessing the potential impact on its consolidated financial statements resulting from 

the application of IFRIC 22. 
 

IFRS 2 Share-based Payment was amended in June 2016 by the Classification and Measurement of Share-

based Payment Transactions. The amendments provide requirements on the accounting for the effects of 

vesting and non-vesting conditions on the measurement of cash-settled share-based payments; share-based 

payment transactions with a net settlement feature for withholding tax obligations; a modification to the terms 

and conditions of share-based payment that changes the classification of the transaction from cash-settled to 

equity-settled. The amendments are effective for annual reporting periods beginning on or after 1 January 

2018, with early adoption permitted. The Group is assessing the potential impact on its consolidated financial 

statements resulting from the application of the amendments to IFRS 2. 
 

IAS 7 Statement of Cash Flows was amended in January 2016 by the Disclosure Initiative. The amendments 

require companies to provide a reconciliation of financing cash flows in the statement of cash flows to the 

opening and closing balances of liabilities arising from financing activities (except for equity balances) in the 

statement of financial position. The amendments are effective for annual reporting periods beginning on or 

after 1 January 2017, with early adoption permitted. The Group is assessing the potential impact on its 

consolidated financial statements resulting from the application of the amendments to IAS 7. 
 

IFRS 16 Leases, issued in January 2016, replaces the existing lease accounting guidance in IAS 17 Leases, 

IFRIC 4 Determining whether an Arrangement contains a lease, SIC-15 Operating Leases – Incentives and 

SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. It eliminates the 

current dual accounting model for lessees, which distinguishes between on-balance sheet finance leases and 

off-balance sheet operating leases. Instead, there is a single, on-balance sheet accounting model that is similar 

to current finance lease accounting. Lessor accounting remains similar to current practice – i.e. lessors 

continue to classify leases as finance and operating leases. IFRS 16 is effective for annual reporting periods 

beginning on or after 1 January 2019. Early adoption is permitted if IFRS 15 Revenue from Contracts with 

Customers is also adopted. The Group is assessing the potential impact on its consolidated financial statements 

resulting from the application of IFRS 16. 
 

IFRS 9 Financial instruments, published in July 2014, replaces the existing guidance in IAS 39 Financial 

Instruments: Recognition and Measurement. IFRS 9 includes revised guidance on the classification and 

measurement of financial instruments, including a new expected credit loss model for calculating impairment 

of financial assets, and the new general hedge accounting requirements. It also carries forward the guidance on 

recognition and derecognition of financial instruments from IAS 39. IFRS 9 is effective for annual reporting 

periods beginning on or after 1 January 2018, with early adoption permitted. The Group is assessing the 

potential impact on its consolidated financial statements resulting from the application of IFRS 9. 
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Note 5. New standards and interpretations not yet adopted (continued) 

 

IFRS 15 Revenue from Contracts with Customers, issued in May42 Tm
[( )] TJ
ET
 EMC  /P <</MCID 7/Lang (en-US)>>5C14, 
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Note 12. Property, plant and equipment (continued) 

 
 Exploration 

and production 

Refining, marketing 

and distribution Other Total 

Advance payments for property, 

plant and equipment     

1 January 2015 58,558 8,258 467 67,283 

31 December 2015 94,619 1,280 138 96,037 

Carrying amounts     

1 January 2015 2,170,603 895,642 87,334 3,153,579 

31 December 2015 2,374,038 948,017 89,098 3,411,153 

 

The cost of assets under construction included in Property, plant and equipment was 593,970 million RUB and 

676,908 million RUB at 31 December 2016 and 2015, respectively. 

 

Exploration and evaluation assets 

 
 2016 2015 

1 January 52,302 46,906 

Capitalised expenditures 28,653 82,779 

Reclassified to development assets (6,525) 13,052 

Charged to expenses (2,775) (96,991) 
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Note 12. Property, plant and equipment (continued) 

 

Further downward revisions to our oil and gas price outlook based on consensus estimates at year end by 10% 
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Note 14. Goodwill and other intangible assets (continued) 

 
 

Internally 

generated software 

Other internally 

generated 

intangible assets 

Acquired 

intangible assets Goodwill Total 

Cost      

1 January 2015 14,223 1,135 45,451 32,060 92,869 

Additions as a result of internal 

developments 622 457 - - 1,079 

Acquisitions - - 2 453 455 

Additions – separately acquired - - 5,778 - 5,778 
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Note 17. Short-term borrowings and current portion of long-term debt 
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Note 21. Provisions (continued) 

 

Asset retirement obligations changed as follows during 2016 and 2015. 
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Note 22. Pension obligation (continued) 

 

The following table sets out movement in the net liabilities during 2016 and 2015. 
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Note 22. Pension obligation (continued) 

 

The asset allocation of the investment portfolio maintained by LUKOIL-GARANT for the Group and its other 

clients was as follows: 

 Share 

Type of assets 2016 2015 

Russian corporate bonds 56.1% 41.4% 

Eurobonds  36.9% 26.9% 

Bank deposits 0.0% 7.4% 

Cash 1.2% 12.4% 

Units in mutual funds 5.5% 5.9% 

Other assets 0.3% 6.0% 

Total  100.0% 100.0% 

 

Sensitivity analysis 

 

Reasonably possible changes to one of the significant actuarial assumptions, holding other assumptions 

constant, would have affected the defined benefit obligation by the amounts shown below. 

 

 2016 2015 

Change in obligation from base case Increase Decrease Increase Decrease 

Discount rate (change by 1% p.a compared to the base case) (4.8%) 5.4% (4.9%) 4.6% 

Inflation rate (change by 1% p.a. compared to the base case) 4.0% (3.5%) 3.5% (3.9%) 

Salary growth (change by 1% p.a. compared to the base case) 1.7% (1.6%) 1.8% (1.6%) 

Population mortality (change by 10% compared to base case) (0.7%) 0.8% (0.8%) 0.8% 

Staff turnover rates (change by 5% to retirement ages below 50) (15.0%) 25.0% (14.0%) 23.0% 

 

Note 23. Equity  

 

Common shares 
  31 December 31 December 

  2016 
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Note 26. Other income and expenses 

 

Other income was as follows: 
 2016 2015 

Gain on disposal of assets 14,449 43,945
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Note 27. Income tax (continued) 

 

The following table sets out the tax effects of each type of temporary differences which give rise to deferred 

income tax assets and liabilities. 
 

   

31 December  

2016 

31 December 

2015 

Property, plant and equipment   8,422 9,698 

Inventories   4,556 4,232 

Accounts receivable   678 922 

Accounts payable and provisions   10,242 7,920 
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Note 27. Income tax (continued) 

 
Deferred tax assets have not been recognised in respect of the temporary differences related to the following 

items: 

 



PJSC LUKOIL 
Notes to Consolidated Financial Statements 

(Millions of Russian rubles, unless otherwise noted) 
 

36 

Note 29. Commitments and contingencies 
 

Capital commitments 
 

At 31 December 2016
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Note 29. Commitments and contingencies (continued) 
 

The Group has implemented tax planning and management strategies based on existing legislation at the time 

of implementation. The Group is subject to tax authority audits on an ongoing basis, as is normal in the 

Russian environment and other republics of the former Soviet Union, and, at times, the authorities have 

attempted to impose additional significant taxes on the Group. Management believes that it has adequately met 
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Note 30. Related party transactions 
 

In the rapidly developing business environment in the Russian Federation, companies and individuals have 

frequently used nominees and other forms of intermediary companies in transactions. The senior management 

of the Company believes that the Group has appropriate procedures in place to identify and properly disclose 

transactions with related parties in this environment and has disclosed all of the relationships identified which 

it deemed to be significant. Related party sales and purchases of oil and oil products were primarily to and 

from affiliated companies. 
 

 

Outstanding balances with related parties: 
  31 December 31 December 
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Note 32. Segment information 
 

The Group has the following operating segments – exploration and production; refining, marketing and 

distribution; corporate and other business segments. These segments have been determined based on the nature 

of their operations. Management on a regular basis assesses the performance of these operating segments. 
 

The exploration and production segment explores for, develops and produces primarily crude oil. The refining, 

marketing and distribution segment processes crude oil into refined products, purchases, sells and transports 

crude oil and refined petroleum products, refines and sells chemical products, produces steam and electricity, 

distributes them and provides related services. The corporate and other business operating segment includes 

activities of the Company and businesses beyond the Group’s traditional operations. 
 

Geographical segments are based on the area of operations and include two segments: Russia and International. 
 

Operating earnings are supplemental non-IFRS financial measure used by management to evaluate segments 

performance. Operating earnings are defined as profit before interest income and expense, income tax expense, 

depreciation, depletion and amortisation. 
 

Operating segments 
 

 

2016 
Exploration 

and production 

Refining, 

 marketing and 

distribution 

Corporate  

and other Elimination Consolidated 

Sales and other operating 

revenues      

Third parties 156,834 5,029,489 40,722 - 5,227,045 

Inter-segment 1,445,827 67,509 47,433 (1,560,769) - 

Total revenues 1,602,6
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Note 35. Capital and risk management (continued) 
 

Trade and other receivables 
 

Analysis of the aging of receivables: 
 

  31 December 31 December 

  2016 2015 

Not past due   305,183 421,456 

Past due less than 90 days  22,973 10,761 

Past due from 90 to 180  days  17,994 3,030 

Past due from 180 to 270  days  9,318 575 

Past due from 270 to 365  days  1,665 1,040 

Past due more than 365 days  3,764 
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Note 35. Capital and risk management (continued) 

 

 

Carrying 

amount 

Contractual 

cash flows 

(undiscounted) 

Less than  

12 months 1-2 years 2-5 years Over 5 years 

Loans and borrowings, 

including interest expense 449,150 512,839 74,907 60,124 294,403 83,405 

Bonds,  

including interest expense 410,286 515,040 21,134 57,575 271,136 165,195 

Finance lease obligations 4,365 6,665 1,519 1,094 3,070 982 

Trade and other payables  380,650 380,650 380,036 350 103 161 

Derivative financial 

liabilities  10,827 10,827 10,827 - - - 

31 December 2015 1,255,278 1,426,021 488,423 119,143 568,712 249,743 

 

Currency risk 

 

The Group is subject to foreign exchange risks since it operates in a number of countries. The exchange rate of 

the Russian ruble to the US dollar produces the greatest impact on transaction results, since the Group’s export 

proceeds are denominated in dollars, while the major costs are incurred in Russia and are denominated in 

Russian rubles. 

 

As part of the centralized approach to management of the treasury operations and liquidity of the Group, the 

risks associated with unfavorable changes in the exchange rates are generally consolidated at the corporate 

level. In a number of cases currency risks at trading floors are minimized due to the financial derivative 

operations conducted as part of the corporate dealing process. Moreover, to mitigate its foreign exchange risks, 

the loans to Group companies are granted in local currencies as part of inter-group financing. 

 

The carrying amounts of the Group’s assets and liabilities denominated in foreign currencies at 31 December 

2016 and 2015 were as follows: 

 
31 December 2016 USD EUR Other currencies 

Financial assets:    

Cash and cash equivalents 112,147 57,632 727 

Trade and other receivables 123,313 2,365 564 

Loans  469,756 6,246 - 

Other financial assets 961 12 10 

Financial liabilities:    

Loans and borrowings (67,790) (59,999) (1,188) 

Trade and other payables (32,489) (4,337) (624) 

Net exposure 605,898 1,919 (511) 

 
31 December 2015 USD EUR Other currencies 

Financial assets:    

Cash and cash equivalents 33,965 7,499 714 

Trade and other receivables 83,548 
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Note 35. Capital and risk management (continued) 

 

The following exchange rates applied: 

 
  31 December 31 December 

  2016 2015 

USD  60,66 72,88 

EUR  63,81 79,70 

 
Sensitivity analysis 

 
Analysis of the currency position shows that the Group mainly uses RUR, US dollar and EUR in its operating 
activity. Thus sensitivity analysis shows how strengthening (weakening) of these currencies at 31 
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IFRS do not require the information on oil and gas reserves to be disclosed in consolidated financial 

statements. However, management believes that this supplementary information will benefit the users of 

consolidated financial statements of the Group. 

 

The information on oil and gas exploration and production activities is presented in six separate tables: 

 

I. Capitalised costs relating to oil and gas producing activities. 

II. Costs incurred in oil and gas property acquisition, exploration, and development activities. 

III. Results of operations for oil and gas producing activities. 

IV. Reserve quantity information. 

V. Standardised measure of discounted future net cash flows. 

VI. Principal sources of changes in the standardised measure of discounted future net cash flows. 

 

Amounts shown for equity companies represent the Group’s share in its exploration and production affiliates, 

which are accounted for using the equity method of accounting. 

 

I. Capitalised costs relating to oil and gas producing activities 

 

 

31 December 2016 International Russia 

Total 

 consolidated 

 companies 

Group’s share 

 in equity 

 companies 

Unproved oil and gas properties 61,053 66,764 
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Estimated net proved oil and gas reserves and changes thereto for 2016 and 2015 are shown in the tables set 

out below. 
 

Millions of barrels Consolidated subsidiaries Group’s share 

 in equity 

 companies Crude oil International Russia Total 

1 January 2015 367 12,932 13,299 295 

Revisions of previous estimates 241 (969) (728) (1) 

Purchase of hydrocarbons in place - 12 12 - 

Extensions and discoveries 22 446 468 39 

Production (88) (636) (724) (25) 

Sales of reserves - (5) (5) (45) 

31 December 2015 542 11,780 12,322 263 

Revisions of previous estimates 127 (117) 10 47 

Extensions and discoveries 10 512 522 4 

Production (51) (614) (665) (21) 

31 December  2016 628 11,561 12,189 293 

     

Proved developed reserves     

31 December 2015 240 7,986 8,226 142 

31 December 2016 287 7,614 7,901 124 

 

The non-controlling interest share included in the above total proved reserves was 74 million barrels and 

75 million barrels at 31 December 2016 and 2015, respectively. The non-
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