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Note 1. Organisation and environment 
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Note 2. Basis of preparation 

 

Statement of compliance 

 

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

Standards (“IFRS”). 
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Note 3. Summary of significant accounting policies (сontinued) 

 

Group’s share in jointly controlled operations is recognised in the consolidated financial statements based on its 

share in assets, liabilities, income and expenses. Jointly controlled operations are arrangements in which parties 

that have joint control over operating or financial policies have respective rights to use assets and responsibility 

for liabilities in the arrangements. 

 

Certain of Group’s unincorporated joint exploration and production activities are conducted through 
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Note 3. Summary of significant accounting policies (сontinued) 

 

Derivative instruments 

 

The Group uses various derivative financial instruments to hedge its commodity price risks. Such derivative 

financial instruments are initially recognised at fair value on the date on which a derivative contract is entered 

into and subsequently re-measured at fair value. Resulting realised and unrealised gains or losses are presented 

in profit or loss on a net basis. The Group does not use hedge accounting. 

 

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 
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Note 3. Summary of significant accounting policies (сontinued) 

 

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that relates 

to past service or the gain or loss on curtailment is recognised immediately in profit or loss. The Group recognises 

gains and losses on the settlement of a defined benefit plan when the settlement occurs. 

 

Treasury shares 

 

Purchases by Group companies of the Company’s outstanding shares are recorded at cost and classified as 

treasury shares within equity. Shares shown as Authorised and Issued include treasury shares. Shares shown as 

Outstanding do not include treasury shares. 

 

Earnings per share 

 

Basic earnings per share is computed by dividing profit available for distribution to common shareholders of the 

Company by the weighted-average number of common shares outstanding during the reporting period. Diluted 

earnings per share is determined by adjusting profit available for distribution to common shareholders of the 

Company and the weighted average number of ordinary shares outstanding for the effects of all dilutive potential 

ordinary shares, which comprise convertible notes and share options granted to employees. 

 

Provisions and contingencies 

 

Certain conditions may exist as of the consolidated financial statements date, which may result in losses to the 

Group but the impact of which will only be resolved when one or more future events occur or fail to occur. 

 

Liabilities of the Group with high level of probability of loss are recognised in the consolidated financial 

statements as provisions. Liabilities of the Group with the level of probability that do not meet the conditions in 

order to be recognised as provisions are considered to be contingent liabilities. Contingent liabilities are not 

recognised in the consolidated financial statements but are disclosed in the notes to the consolidated financial 

statements if probability of disposal of certain resources aimed to settle this liability is not remote. If probability 

of disposal of certain resources is remote the information about such contingencies is not disclosed. 

 

Environmental expenditures 

 

Estimated losses from environmental remediation obligations are generally recognised no later than completion 

of remedial feasibility studies. Group companies accrue for losses associated with environmental remediation 

obligations when such losses are probable and reasonably estimable. Such accruals are adjusted as further 

information becomes available or circumstances change. 

 

Share-based payments 

 

The Group accounts for cash-settled share-based payment awards to employees at fair value on the grant date 

and as of each reporting date. Expenses are recognised over the vesting period. Equity-settled share-based 

payment awards to employees are valued at fair value on the grant date and expensed over the vesting period. 

 

Changes in accounting policies and disclosures 

 

The accounting policies adopted are consistent with those of the previous financial year except for the adoption 

of the amendments to the existing standards effective as of 1 January 2020. These amendments did not have a 

significant impact on the consolidated financial statements: 

 

 amendments to references to Conceptual Framework in IFRS Standards. In particular, the amendments 

introduced new definitions of assets and liabilities, as well as amended definitions of income and 

expenses; 

 definition of a business (amendments to IFRS 3 Business Combinations); 
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Note 3. Summary of significant accounting policies (сontinued) 

 

 definition of a material (amendments to IAS 1 Presentation of Financial Statements and IAS 8 

Accounting Policies, Changes in Accounting Estimates and Errors). 

Note 4. Use of estimates and judgments 
 

Preparation of the consolidated financial statements in accordance with IFRS requires management to make 

judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts 

of assets, liabilities, income and expenses. Actual results may differ from those estimates. 
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Note 13. Property, plant and equipment (сontinued) 

 

The cost of assets under construction included in property, plant and equipment was 458,265 million RUB and 

369,926 million RUB at 31 December 2020 and 2019, respectively. 

 

Exploration and evaluation assets 

 

 2020 2019 

1 January 129,951 107,105 

Capitalised expenditures 36,881 41,446 

Acquisitions through business combinations 362 - 

Reclassified to development assets (5,238) (8,742) 

Charged to expenses (3,542) (7,159) 

Foreign currency translation differences 6,244 (3,537) 

Other movements (1,407) 838 

31 December 163,251 129,951 
 

 

 

Due to a significant deterioration in the macroeconomic environment in the first quarter of 2020, the Company 

revised the scenario conditions used in the impairment test at the end of 2019 and performed an impairment test 

for assets at 31 March 2020. 

 

As a result, in the first quarter of 2020, the Group recognised an impairment loss for its exploration and 

production assets in Russia in the amount of 5,219 million RUB, for its international exploration and production 

assets in the amount of 2,209 million RUB and for its international refining, marketing and distribution assets 

in the amount of 28,859 million RUB. 

 

The recoverable amounts of CGUs subject to impairment in the first quarter of 2020 in the amount of 

139,180 million RUB were determined as value in use equal to the present value of the expected cash flows. 

Value in use was estimated using 9% discount rate for exploration and production assets in Russia, 8.2% discount 

rate for international exploration and production assets and 7.5% discount rate for international refining, 

marketing and distribution assets. 

 

For impairment test purposes at 31 March 2020 the following Brent Blend price assumptions have been used: 

$40.0 per barrel in 2020–2021, $45.0 per barrel in 2022, $50.0 per barrel in 2023, $55.0 per barrel in 2024 and 

$60.0 per barrel from 2025. 

 

Also, in the second quarter of 2020, the Group recognised an impairment loss for its international exploration 

and production assets in the amount of 38,148 million RUB. Of this amount, 35,986 million RUB relates to gas 

projects in the Republic of Uzbekistan and are determined based on the revised business model, which takes into 

account conservative approaches to assessing the structure of gas supplies and pricing.  

 

The recoverable amounts of CGUs in the amount of 106,003 million RUB which relate to impaired assets were 

determined as value in use equal to the present value of the expected cash flows. Value in use was estimated 

using 11.2% discount rate. 

 

The Company performs a regular annual impairment test of its assets. The test is based on geological models 

and development programs, which are revised on a regular basis, at least annually. 

 

In the fourth quarter of 2020, the Group recognised an impairment loss for its exploration and production assets 

in Russia in the amount of 3,020 million RUB, for its international exploration and production assets in the 

amount of 144 million RUB, for its refining, marketing and distribution assets in Russia in the amount of 

7,656 million RUB and for its international refining, marketing and distribution assets in the amount of 

21,614 million RUB. 
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Note 19. Long-term debt 

 

 31 December 2020 31 December 2019 

Long-term loans and borrowings from third parties 112,660 117,864 

6.125% non-convertible US dollar bonds, maturing 2020 - 61,866 

6.656% non-convertible US dollar bonds, maturing 2022 36,901 30,905 

4.563% non-convertible US dollar bonds, maturing 2023 110,737 92,769 

4.750% non-convertible US dollar bonds, maturing 2026 73,751 61,786 

3.875% non-convertible US dollar bonds, maturing 2030 110,532 - 

Lease obligations 193,872 171,880 

Total long-term debt 638,453 537,070 

Current portion of long-term debt (61,378) (114,138) 

Total non-current portion of long-term debt  577,075 422,932 
 

 

Long-term loans and borrowings 

 

Long-term loans and borrowings from third parties include amounts repayable in US dollars of 

101,376 million RUB and 104,819 million RUB and amounts repayable in euros of 11,284 million RUB and 

13,045 million RUB at 31 December 2020 and 2019, respectively. This debt has maturity dates from 2021 

through 2028. The weighted-average interest rate on long-term loans and borrowings from third parties was 

2.54
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Note 19. Long-
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Note 29. Income tax (сontinued) 

 

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

items: 

 
 

 31 December 2020 31 December 2019 

Property, plant and equipment 15,136 1,412 

Tax loss carry forward 39,126 10,374 

Other 5,670 1,043 

Total unrecognised deferred tax assets 59,932 12,829 
 

 

 

Management believes that it is not probable that taxable profit will be available against which these deductible 

temporary differences can be utilised. 

 
Amounts recognised in other comprehensive income during 2020: 

 
 

 Before tax Tax Net of tax 

Foreign currency translation differences for foreign operations 268,707 - 268,707 

Change in fair value of financial assets at fair value through other 

comprehensive income (767) - (767) 

Remeasurements of defined benefit liability/asset of pension plan (1,680) 257 (1,423) 

Total 266,260 257 266,517 
 

 

 

Amounts recognised in other comprehensive income during 2019: 

 
 

 Before tax Tax Net of tax 

Foreign currency translation differences for foreign operations (164,117) - (164,117) 

Change in fair value of financial assets at fair value through other 

comprehensive income (348) - (348) 

Remeasurements of defined benefit liability/asset of pension plan (2,510) 534 (1,976) 

Total (166,975) 534 (166,441) 
 

 

 

Retained earnings of foreign subsidiaries for which deferred taxation has not been provided included  

1,361,368 million RUB and 1,109,000 million RUB at 31 December 2020 and 2019, respectively. This liability 

was not recognised because the Group considers such amounts to be indefinitely invested, i.e. management 

believes that they will not be returned in the foreseeable future. Moreover the Group controls the dividend policy 

of its subsidiaries and is able to veto the payment of dividends. 

 

The consequences of taxation in Russia of certain profits of controlled foreign corporations in accordance with 

applicable tax legislation are accounted for within current and deferred tax liabilities. 

Note 30. Commitments and contingencies 

 

Capital commitments 

 

Capital commitments of the Group relating to construction and acquisition of property, plant and equipment 

amount to 501,550 million RUB and 517,977 million RUB at 31 December 2020 and 2019, respectively. 

 

Insurance 

 

To provide insurance protection, the Group uses the services of Russian and international insurance companies 

with high ratings. The Group's most significant risks are reinsured at the first-class foreign markets. In respect 

of liability to third parties for damages to property and the environment resulting from accidents related to the 

Group's property or activities, the Group has insurance coverage that is generally higher than the limits set by 

law. Management believes that the Group has sufficient insurance coverage of its core operating assets, as well 

as risks, which could have a material effect on the Group’s operations and financial position. 
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Note 30. Commitments and contingencies (сontinued) 

 

Litigation and claims 

 

In July 2015, the prosecutors with the Ploesti Court of Appeals (hereinafter the “Prosecutor’s Office”) charged 

the general director and several officers of PETROTEL-LUKOIL S.A., a Group company, with bad faith use of 

the company’s credit and money laundering. Similar charges were brought against LUKOIL Europe Holdings 

B.V., a Group company, for 2010–2014. On 10 May 2016, the Prahova Tribunal lifted all preventive measures 

that were in effect against the accused individuals. Upon preliminary hearings the Prosecutor’s Office revised 

the amount of damage claimed from $2.2 billion (162.5 billion RUB) to $1.5 billion (110.8 billion RUB). An 

expertise of all relevant issues of the criminal case was carried out during 2017, the results of which were 

accepted by the Tribunal on 12 February 2018. At the final hearing on the case which was held on 

23 October 2018 the court issued a not guilty decision to all the accused, including general director of 

PETROTEL-LUKOIL S.A., his deputies and PETROTEL-LUKOIL S.A. and LUKOIL Europe Holdings B.V. 

themselves. As a result freezing injunction in the amount of approximately $1.5 billion (110.8 billion RUB) was 

removed from all assets of the refinery, shares and accounts of PETROTEL-LUKOIL S.A. and LUKOIL Europe 

Holdings B.V. On 1 November 2018, this decision was appealed by the Prosecutor’s Office to the Ploesti Court 

of Appeals. On 27 November 2019, the Ploesti Court of Appeals issued a decision to return the case for a new 

examination in the court of first instance. On 24 December 2019, the defendants appealed the decision in an 

order of extraordinary appeal to the Ploesti Court of Appeals. On 17 June 2020, the Ploesti Court of Appeals 

rejected the appeal of PETROTEL-LUKOIL S.A. and transferred the case to the Prahova Tribunal. On 

9 December 2020, the Prahova Tribunal issued a repeated acquittal due to the absence of an event of a crime. 

On 16 December 2020, the Prosecutor’s Office filed a protest against the court's verdict. Management does not 

believe that the outcome of this matter will have a material adverse effect on the Group’s financial position. 

 

LUKOIL Overseas K
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Note 31. Related party transactions (сontinued) 

 

Related party transactions were as follows: 
 

 2020 2019 

Sales of oil and oil products 15,351 31,028 

Other sales 2,707 2,356 

Purchases of oil and oil products 57,915 84,400 

Other purchases 18,342 18,936 

Proceeds from sale of other financial assets, net 5,075 10,872 

Proceeds from issuance of short-term borrowings and long-term debt, net 2,080 2,964 
 
 

 

Key manageme.180 595.32 841.923s:
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Note 33. Segment information (continued) 

 

Geographical segments 

 
 

 2020 2019 

Sales of crude oil within Russia 23,522 22,528 

Export of crude oil and sales of crude oil by foreign subsidiaries 1,918,944 2,684,320 

Sales of petroleum products within Russia 785,663 923,715 

Export of petroleum products and sales of petroleum products by foreign subsidiaries 2,548,961 3,748,364 

Sales of chemicals within Russia 36,386 40,971 

Export of chemicals and sales of chemicals by foreign subsidiaries 57,036 91,687 

Sales of gas within Russia 32,649 32,490 

Sales of gas by foreign subsidiaries 68,200 138,997 

Sales of energy and related services within Russia 53,607 53,276 

Sales of energy and related services by foreign subsidiaries 10,451 14,604 

Other sales within Russia 40,169 42,270 

Other export sales and other sales of foreign subsidiaries 63,813 48,024 

Total sales 5,639,401 7,841,246 
 

 

 
 

2020 Russia International Elimination Consolidated 

Sales and other operating revenues     

Third parties 1,041,967 4,597,434 - 5,639,401 

Inter-segment 994,845 1,670 (996,515) - 

Total revenues 2,036,812 4,599,104 (996,515) 5,639,401 

Operating expenses 314,341 91,499 34,133 439,973 
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Note 34. Subsidiaries 

 

The most significant subsidiaries of the Group are presented below: 

 
 

Subsidiary 

Country of 

incorporation 

31 December 2020 31 December 2019 
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Note 35. Fair value (сontinued) 

 
 

  Fair value  

31 December 2019 Carrying amount Level 1 Level 2 Level 3 Total 

Financial assets:      

Commodity derivative contracts 180 - 180 - 180 

Financial assets at fair value through 

profit or loss 51,054 - - 51,054 51,054 

Financial assets at fair value through 

other comprehensive income 2,656 2,656 - - 2,656 

Financial liabilities:      

Commodity derivative contracts 
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Note 36. Capital and risk management (сontinued) 
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Note 36. Capital and risk management (сontinued) 

 
 

31 December 2019 USD EUR Other currencies 

Financial assets:    

Cash and cash equivalents 64,708 12,309 761 

Trade and other receivables 144,336 6,699 4,765 

Loans  199,764 4,794 - 

Other financial assets 2,651 54 124 
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Note 36. Capital and risk management (сontinued) 

 

Sensitivity analysis for variable rate instruments 

 

A reasonably possible change of 100 basis points in interest rates at 31 December 2020 and 2019 would have 
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III. Results of operations for oil and gas producing activities 

 

The Group’s results of operations for oil and gas producing activities are presented below. Sales and transfers 

to Group companies are based on market prices, income taxes are based on statutory rates. The results of 

operations exclude corporate overhead and interest costs. 

 
 

2020 International Russia 

Total 

consolidated 

companies 

Group's share in 

equity method 

companies 

Revenue     

Sales 123,966 645,991 769,957 33,879 

Transfers 
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Management has included within proved reserves significant quantities which the Group expects to produce 

after the expiry dates of certain of its current production licenses in the Russian Federation. The Subsoil Law of 

the Russian Federation states that, upon expiration, a license is subject to renewal at the initiative of the license 

holder provided that further exploration, appraisal, production or remediation activities are necessary and 

provided that the license holder has not violated the terms of the license. Since the law applies to both newly 

issued and old licenses and the Group has currently renewed 66% of its licenses, management believes that 

licenses will be renewed upon their expiration for the remainder of the economic life of each respective field. 

 

Estimated net proved oil and gas reserves and changes thereto for 2020 and 2019 are shown in the tables set out 

below. 

 
 

Millions of barrels Consolidated subsidiaries 
Group's share in 

equity method 

companies Crude oil International Russia Total 

31 December 2018 316 11,478 11,794 288 

Revisions of previous estimates 43 (55) (12) 1 

Purchase of hydrocarbons in place 29 18 47 - 

Extensions and discoveries 26 531 557 2 
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VI. Principal sources of changes in the standardised measure of discounted future net cash flows 

 
 

Consolidated companies 2020 2019 

Discounted present value at 1 January 4,227,145 


