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1. General 

 

Open Joint Stock Company ("OJSC") Rosneft Oil Company ("Rosneft") and its subsidiaries (collectively, 

the "Company") are principally engaged in exploration, development, production and sale of crude oil and 
gas and refining, transportation and sale of petroleum products in the Russian Federation and in certain 

international markets. 

 
 

2. Basis of preparation 

 
These interim condensed consolidated financial statements have been prepared in accordance with 

International Accounting Standard ("IAS") 34 Interim Financial Reporting. The interim condensed 

consolidated financial statements should be read in conjunction with the Company's annual consolidated 

financial statements for 2013 prepared in accordance with International Financial Reporting Standards 
("IFRS"). 

 

These interim condensed consolidated financial statements are unaudited and do not include all the 
information and disclosures required in the annual IFRS financial statements. The Company omitted 

disclosures which would substantially duplicate the information contained in its 2013 audited consolidated 

financial statements, such as accounting policies and details of accounts which have not changed 

significantly in amount or composition. Additionally, the Company has provided disclosures where 
significant events have occurred subsequently to the issuance of its 2013 audited consolidated financial 

statements. Management believes that the disclosures in these interim condensed consolidated financial 

statements are adequate to make the presented information not misleading if these interim condensed 
consolidated financial statements are read in conjunction with the Company's 2013 audited consolidated 

financial statements and the notes related thereto. In the opinion of management, the financial statements 

reflect all adjustments necessary to present fairly the Company's financial position, results of operations, 
statements of changes in shareholders' equity and cash flows for the interim reporting periods. 

 

The Company maintains its books and records in accordance with accounting and taxation principles and 

practices mandated by the Russian legislation. The accompanying IFRS interim condensed consolidated 
financial statements were derived from the Company's Russian statutory books and records. 

 

The Company's interim condensed consolidated financial statements are presented in billions of Russian 
rubles ("RUB"), unless otherwise indicated. 

 

The interim condensed consolidated financial statements for the three and nine months ended September 30, 

2014 were approved and authorized for issue by the President of the Company on October 28, 2014. 
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6. Acquisition of subsidiaries (continued) 

 

Finalization of allocation of the purchase price of LLC Basic Jet Fuel Operator, LLC General Avia, 

LLC Oil and Gas Company ITERA, LLC TNK-Sheremetyevo, LLC Taas-Yuriakh Neftegazodobycha 

and update of allocation of the purchase price of OJSC Sibneftegas (continued) 

 
The effect from finalized and updated estimation on the consolidated statement of comprehensive income for 

the nine months of 2013 is not material. 

 
The following table summarizes the allocation of the LLC Oil and Gas Company ITERA purchase price to 

the fair value of assets acquired and liabilities assumed: 

 
ASSETS  

Current assets  

Cash and cash equivalents 1 

Accounts receivable 11 

Prepayments and other current assets 2 

Total current assets 14 

  
Non-current assets  

Property, plant and equipment 78 

Other financial assets 1 
Investments in associates and joint ventures 132 

Deferred tax assets 1 

Total non-current assets 212 

Total assets 226 

   
LIABILITIES  

Current liabilities  

Accounts payable and accrued liabilities 6 

Loans and borrowings 12 

Total current liabilities 18 

  
Non-current liabilities  

Loans and borrowings 10 

Deferred tax liabilities 16 

Total non-current liabilities 26 

Total liabilities 44 

Total identifiable net assets at fair value 182 

Non-controlling interests measured at preliminary fair value (1) 

Goodwill 8 

Total consideration transferred 189 

 

Goodwill in the amount of RUB 8 billion arising on the acquisition of LLC Oil and Gas Company ITERA 
relates to the expected multiplier effect that will enhance the Company's gas business expansion through 

access to LLC Oil and Gas Company ITERA's assets and gas marketing channels, as well as through 

synergies from consolidation of the Company's gas business management in LLC Oil and Gas Company 

ITERA, which will lead to consistent implementation of the Company's gas strategy. As a result of LLC Oil 
and Gas Company ITERA's acquisition the Company gained the opportunity to accelerate development of 

the Kynsko-Chaselskoe hydrocarbon fields. Goodwill was fully attributed to Exploration and production 

segment. 
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6. Acquisition of subsidiaries (continued) 
 

Finalization of allocation of the purchase price of LLC Basic Jet Fuel Operator, LLC General Avia, 

LLC Oil and Gas Company ITERA, LLC TNK-Sheremetyevo, LLC Taas-Yuriakh Neftegazodobycha 

and update of allocation of the purchase price of OJSC Sibneftegas (continued) 
 

Through the LLC Oil and Gas Company ITERA purchase price allocation the Company recognized goodwill 
arising on the step acquisition of OJSC Sibneftegas in the amount of RUB 4 billion. Goodwill was fully 

attributed to Exploration and production segment. 
 

The following table summarizes the allocation of the LLC TNK-Sheremetyevo purchase price to the fair 
value of assets acquired and liabilities assumed: 

 
ASSETS  

Current assets  

Cash and cash equivalents 3 

Accounts receivable 2 

Other current assets 1 

Total current assets 6 

  
Non-current assets  

Property, plant and equipment 4 

Other non-current assets 2 

Total non-current assets 6 

Total assets 12 

   
LIABILITIES  

Current liabilities  

Accounts payable and accrued liabilities 4 

Short-term loans and borrowings 2 

Total current liabilities 6 

Total liabilities 6 

Total identifiable net assets at fair value 6 

Non-controlling interests measured at preliminary fair value (1) 

Goodwill 21 

Total consideration transferred 26 

 

Goodwill in the amount of RUB 21 billion relates primarily to the expected synergies arising from access to 

premium sales at Moscow International Sheremetyevo Airport, the largest airport in Russia in terms of jet 
fuel consumption and traffic.  
 

The following table summarizes the allocation of the LLC Basic jet fuel operator and LLC General Avia 

purchase price: 
 
ASSETS  

Property, plant and equipment 2 

Total non-current assets 2 

   LIABILITIES  

Deferred income tax liabilities 1 

Total long-term liabilities 1 

Goodwill 5 

Total consideration transferred 6 
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6. Acquisition of subsidiaries (continued) 

 

Finalization of allocation of the purchase price of LLC Basic Jet Fuel Operator, LLC General Avia, 

LLC Oil and Gas Company ITERA, LLC TNK-Sheremetyevo, LLC Taas-Yuriakh Neftegazodobycha 

and update of allocation of the purchase price of OJSC Sibneftegas (continued) 
 
Goodwill in the amount of RUB 5 billion arising on the acquisition of LLC Basic Jet Fuel Operator and 

LLC General Avia relates primarily to the expected increase in jet fuel sales through direct contracts with 

domestic air carriers. 
 

The following table summarizes the Company's allocation of the LLC Taas-Yuriakh Neftegazodobycha 

purchase price to the fair value of assets acquired and liabilities assumed: 
 

ASSETS  

Current assets  

Prepayments and other current assets 2 

Total current assets 2 

   
Non-current assets  

Property, plant and equipment 34 

Mineral rights 120 

Total non-current assets 154 

Total assets 156 

   

LIABILITIES  

Current liabilities  
Accounts payable and accrued liabilities 4 

Total current liabilities 4 

  
Non-current liabilities  

Loans and borrowings 1 

Deferred tax liabilities 20 

Total non-current liabilities 21 

Total liabilities 25 

Total identifiable net assets at fair value 131 

Goodwill 9 

Total consideration transferred 140 

 

Goodwill in the amount of RUB 9 billion arising on the acquisition of LLC Taas-Yuriakh Neftegazodobycha 

relates to the expected effect of improved efficiency of Eastern Siberia fields development due to shared 
infrastructure. Goodwill was fully attributed to Exploration and production segment. 

 

As of December 31, 2013 the assets and liabilities of LLC Taas-Yuriakh Neftegazodobycha were classified 
as assets held for sale and liabilities associated with assets held for sale. 
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6. Acquisition of subsidiaries (continued) 

 

Finalization of allocation of the purchase price of LLC Basic Jet Fuel Operator, LLC General Avia, 

LLC Oil and Gas Company ITERA, LLC TNK-Sheremetyevo, LLC Taas-Yuriakh Neftegazodobycha 

and update of allocation of the purchase price of OJSC Sibneftegas (continued) 

 
The following table summarizes the Company's updated preliminary allocation of the OJSC Sibneftegas 

purchase price to the fair value of assets acquired and liabilities assumed: 

 
ASSETS  

Current assets  

Cash and cash equivalents 2 

Accounts receivable and other current assets 2 

Total current assets 4 

  
Non-current assets  

Property, plant and equipment 134 
Intangible assets 2 

Total non-current assets 136 

Total assets 140 

  

LIABILITIES  

Non-current liabilities  

Loans and borrowings 15 

Deferred tax liabilities 25 

Total liabilities 40 

Total identifiable net assets at fair value 100 

Goodwill 15 

Total consideration transferred 115 

 

Goodwill in the amount of RUB 15 billion arising on the acquisition of OJSC Sibneftegas relates to the 

expected synergies from developing the Company's fields in close proximity to Sibneftegas' infrastructure. 

 

Goodwill in the amount of RUB 4 billion was previously recognized through finalization of allocation of the 
purchase price of LLC Oil and Gas Company ITERA. Goodwill was fully attributed to Exploration and 

production segment. 

 
The allocation of the purchase price to the assets acquired and liabilities assumed of OJSC Sibneftegas is 

preliminary as of September 30, 2014 and will be finalized within 12 months from the acquisition date. 

 

Acquisition of LLC Orenburg Drilling Company 

 

In February 2014 the Company obtained control over LLC Orenburg Drilling Company. The acquisition of a 

100% share in this company was completed in April 2014. 
 

The consideration payable amounted to US$ 247 million (RUB 8.8 billion at the CBR official exchange rate 

at the date of the transaction). Acquisition of LLC Orenburg Drilling Company is the key aspect of a 
program aimed at the re-equipment of the Company's fleet of drilling units and implementation of a policy to 

increase internal service share. Acquisition of LLC Orenburg Drilling Company will provide the most 

important regions of the Company's activities with cost efficient drilling operations. 
  



Rosneft Oil Company 
 

Notes to the Interim Condensed Consolidated Financial Statements (unaudited) 

(continued) 
 

 

17 

6. Acquisition of subsidiaries (continued) 

 

Acquisition of LLC Orenburg Drilling Company (continued) 
 

As of September 30, 2014 LLC Orenburg Drilling Company purchase price allocation was not completed. 

Preliminary purchase price allocation is based on the historical value of assets and liabilities. Excess of 
purchase price over fair value of the net assets of LLC Orenburg Drilling Company acquired is recorded as 

goodwill. Allocation of the purchase price to fair value of the assets acquired and liabilities assumed will be 

finalized within 12 months from the acquisition date. 
 

The following table summarizes the Company's preliminary allocation of the LLC Orenburg Drilling 

Company purchase price: 

 
ASSETS  

Current assets  

Accounts receivable 3 

Inventories 2 

Total current assets 5 
   
Non-current assets  

Property, plant and equipment 3 

Total non-current assets 3 

Total assets 8 
   
LIABILITIES  

Current liabilities  

Accounts payable and accrued liabilities 4 

Loans and borrowings 1 

Total current liabilities 5 
 

Non-current liabilities  
Deferred tax liabilities  1 

Total non-current liabilities 1 

Total liabilities 6 
   
Total identifiable net assets at fair value 2 

Goodwill 7 

Total consideration transferred 9 

 

Preliminarily, goodwill in the amount of RUB 7 billion relates to the expected synergies arising from 
improved efficiency of drilling project implementation at the Company's greenfields and brownfields, in 

particular by means of cost control at each stage of well construction. Accordingly, the goodwill was fully 

attributed to the Exploration and production segment. 

 
The acquisition of LLC Orenburg Drilling Company does not contemplate any contingent consideration. 

 

Acquisition of assets from Weatherford International plc.  

 
On July 31, 2014 the Company completed an acquisition of controlling interest in 8 entities engaged in 

drilling and workover services in Russia and Venezuela from Weatherford International plc 
("the Weatherford assets") for a total consideration of RUB 18 billion (US$ 0.5 billion at the CBR official 

exchange rate at the date of the transaction). The acquisition allows the Company to strengthen its position in 

drilling and workover services market and increases efficiency of drilling and hydrocarbons production. 
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6. Acquisition of subsidiaries (continued) 

 

Acquisition of assets from Weatherford International plc.  (continued) 

 

As of September 30, 2014 the Weatherford assets purchase price allocation was not completed. Preliminary 

purchase price allocation is based on the historical value of acquired assets and liabilities. Allocation of the 
purchase price to fair value of the assets acquired and liabilities assumed will be finalized within 12 months 

from the acquisition date. 

 
The following table summarizes the Company's preliminary allocation of the Weatherford assets purchase 

price: 

 
ASSETS  

Current assets  

Accounts receivable 5 

Inventories 2 

Total current assets 7 

  
Non-current assets  

Property, plant and equipment 16 

Deferred tax asset 1 

Total non-current assets 17 

Total assets 24 

   

LIABILITIES  

Current liabilities  
Accounts payable and accrued liabilities 5 

Total current liabilities 5 

Non-current liabilities  

Deferred tax liabilities  1 

Total non-current liabilities 1 

Total liabilities 6 

   
Total identifiable net assets at fair value 18 

Total consideration transferred 18 

 

The acquisition of Weatherford assets does not contemplate any contingent consideration, except for 

working capital adjustments. 
 

Acquisition of Bishkek Oil Company 
 

In September 2014 the Company acquired 100% interest in four companies of Bishkek Oil Company group 
(hereinafter - "BOC") engaged in retail and wholesale of petroleum products in the Republic of Kyrgyzstan 

through an own network of gas stations and a tank farm. The acquisition consideration amounted to 

US$ 39 million (RUB 1.5 billion at the CBR official exchange rate at the date of the transaction), including 

contingent consideration. 
 

As of September 30, 2014 Bishkek Oil Company purchase price allocation was not completed. Preliminary 

purchase price allocation is based on the historical value of assets and liabilities. Excess of purchase price 
over fair value of the acquired BOC net assets is recorded as goodwill. Allocation of the purchase price to 

fair value of the assets acquired and liabilities assumed will be finalized within 12 months from the 

acquisition date. 
 

The amounts of goodwill arisen on acquisitions, mentioned in the Note 6 above, are not tax deductible. 
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7. Assets held for sale 

 
As of December 31, 2013 the assets and liabilities of LLC Taas-Yuriakh Neftegazodobycha were classified 

as assets held for sale and liabilities associated with assets held for sale: 

 
  December 31, 2013 

ASSETS   

Current assets   

Advances issued and other current assets  3 

Total current assets  3 

    

Non-current assets   

Property, plant and equipment  39 

Mineral licenses  120 

Total non-current assets  159 

Total assets held for sale  162 

    

LIABILITIES   

Current liabilities   

Accounts payable and accrued liabilities  3 

Total current liabilities  3 

    

Non-current liabilities   

Loans and borrowings  3 

Deferred tax liabilities   20 

Total non-current liabilities  23 

Total liabilities associated with assets held for sale  26 

 

Following a reconsideration of plans and the expected disposal period in the second quarter of 2014, the 

assets and liabilities of LLC Taas-Yuriakh Neftegazodobycha are no longer classified as assets held for sale 
and liabilities associated with assets held for sale. This reclassification did not have a material effect on the 

financial position or results of the operations of the Company. 

 

 

8. Segment information 

 
The Company determines its operating segments based on the nature of their operations. The performance of 

these operating segments is assessed by management on a regular basis. Exploration and production segment 

is engaged in field exploration and production of crude oil and natural gas. Refining and distribution segment 

is engaged in processing crude oil and other hydrocarbons into petroleum products, as well as in the 
purchase, sale and transportation of crude oil and petroleum products. Corporate and other unallocated 

activities do not represent the operating segment and comprise corporate activity, activities involved in field 

development and maintenance of the infrastructure and functioning of the first two segments, as well as 
banking and finance services and other activities. Substantially all of the Company's operations and assets 

are located in the Russian Federation.  

 
Segment performance is evaluated based on both revenues and operating income which are measured on the 

same basis as in the consolidated financial statements, and on revaluation of intersegment transactions at 

market prices.  
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14. Other current financial assets 

 

Current financial assets comprise the following: 
 

 
September 30, 2014 

(unaudited) December 31, 2013 

Financial assets available for sale   

Bonds and promissory notes 52 21 

Stocks and shares 44 22 

    
Loans and receivables   

Loans granted 2 17 

Loans issued to associates 4 4 

Notes receivable, net of allowance 40 21 

Loans granted under reverse repurchase agreements 4 1 

Deposits and deposit certificates 506 131 

    
Held-for-trading financial assets at fair value through profit or loss   

Corporate bonds 13 11 

State bonds 6 4 

Total current financial assets 671 232 

 

Bank deposits amount to RUB 506 billion and RUB 131 billion as of September 30, 2014 and 

December 31, 2013, respectively. As of September 30, 2014, bank deposits denominated in US$ amount to 
RUB 443 billion and earn interest rates ranging from 0.45% to 4.0% p.a. Bank deposits denominated in 

RUB amount to RUB 63 billion and earn interest rates ranging from 7.5% to 10.65% p.a. 

 
 

15. Accounts receivable 

 

Accounts receivable, net of allowance, include the following: 
 

 

September 30, 2014 

 (unaudited) December 31, 2013 

Trade receivables 484 378 

Banking loans to customers 18 16 

Other accounts receivable 79 30 

Total  581 424 

Valuation allowance for doubtful accounts (10) (9) 

Total accounts receivable, net of allowance 571 415 

 
No accounts receivable were pledged as collateral for loans and borrowings provided to the Company as of 

September 30, 2014 and December 31, 2013. 
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16. Inventories 

 

Inventories comprise the following: 
 

 
September 30, 2014 

(unaudited) December 31, 2013 

Crude oil and associated gas 63 69 

Petroleum products and petrochemicals 108 96 

Materials and supplies 46 37 

Total inventories 217 202 

 

Materials and supplies mostly include spare parts. Petroleum products and petrochemicals include those 
designated both for sale and for own use. 

 

 

Three months 

ended  

September 30, 

2014 

(unaudited) 

Three months 

ended  

September 30, 

2013 

(unaudited) 

Nine months 

ended  

September 30, 

2014 

(unaudited) 

Nine months 

ended  

September 30, 

2013 

(unaudited) 

The cost of inventories recognized as an expense 

during the period 164 156 476 440 

 

Cost of inventories recognized as an expense during the period is included in Production and operating 

expenses, Cost of purchased oil, gas, petroleum products and refining costs and General and administrative 
expenses in the consolidated statement of comprehensive income.  

 

 

17. Prepayments and other current assets 

 

Prepayments and other current assets comprise the following: 

 

 
September 30, 2014 

(unaudited) December 31, 2013 

Value added tax and excise tax recoverable 157 183 

Prepayments to suppliers 32 36 

Prepaid customs duties 69 80 

Other taxes 51 25 

Other 8 6 

Total prepayments and other current assets 317 330 
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23. Loans and borrowings (continued) 

 

In February 2014, the Company placed two issues of documentary interest-bearing non-convertible bearer 
bonds with a total nominal value of RUB 35 billion and a term of 10 years. Coupon payments are made on a 

semi-annual basis of a fixed rate of 8.9% p.a. for the first 10 coupon periods. All the above mentioned bonds 

provide for early repurchase in five years at the request of a bond holder as set in the offering documents. In 
addition, the issuer, at any time and at its discretion, may early purchase/repay the bonds with the possibility 

of subsequent bond circulation. Such purchase/repayment of the bonds does not constitute an early 

redemption. 
 

In July-August 2014, the Company drew down funds under a floating rate long-term unsecured loans from 

Russian banks in total amount of equivalent RUB 12.87 billion at the CBR official exchange rate as of 

September 30, 2014 for a term of 5 to 10 years. 
 

In third quarter of 2014, the Company drew down funds under a fixed rate short-term loans from Russian 

banks totaling RUB 74.96 billion. 
 

In January 2014, the Company made full payment of two short-term fixed rate loans from Russian banks 

totaling US$ 0.74 billion (RUB 26 billion at the CBR official exchange rate at the repayment date). 
 

In March 2014, the Company repaid early US$ 1 billion (RUB 36 billion at the CBR official exchange rate at 

the repayment date) in short-term unsecured loan from an international bank. 

 
As of September 30, 2014 and December 31, 2013, the Company was in compliance with all restrictive 

financial and other covenants contained in its loan agreements. 

 
 

24. Other current tax liabilities 

 

Other current tax liabilities comprise the following: 
 

 
September 30, 2014 

(unaudited) December 31, 2013 

Mineral extraction tax 79 81 

Value added tax 51 50 

Excise tax 6 14 

Personal income tax 1 1 

Property tax 7 6 

Other 13 9 

Total other tax liabilities 157 161 
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29. Related party transactions (continued) 
 

Transactions with associates (continued) 
 

Other operations 
 

 

Nine months  
ended  

September 30,  
2014  

(unaudited) 

Nine months  
ended  

September 30,  
2013 

 (unaudited) 

Loans and borrowings issued 1 1 
 

Settlement balances  
 

 
September 30, 2014 

(unaudited) December 31, 2013 

Assets   

Accounts receivable 3 1 
Other financial assets 15 13 

 18 14 

Liabilities   

Accounts payable and accrued liabilities 2 2 

 2 2 

 

Transactions with non-state pension funds 
 

Costs and expenses 
 

 

Nine months  
ended  

September 30,  
2014  

(unaudited) 

Nine months  
ended  

September 30,  
2013 

 (unaudited) 

Other expenses 3 2 
 
 

30. Contingencies 
 

Political and business environment 
 

Russia is continuing economic reforms and the development of its legal, tax and regulatory frameworks as 
required by a market economy. The future stability of the Russian economy is largely dependent upon these 
reforms and developments and the effectiveness of economic, financial and monetary measures undertaken 
by the government. Management believes it is taking appropriate measures to support the sustainability of 
the Company's business in the current circumstances. 
 

During nine months of 2014 economic and political instability in Ukraine was increasing. The Company's 
assets and operations in Ukraine are not significant. The Company's assets and liabilities, related to its activities 
in Ukraine are recognized based on appropriate measurements as of September 30, 2014. The Company 
continues to monitor the situation in Ukraine and to execute a number of measures in order to minimize the 
effects of possible risks. The risk assessment is reviewed constantly to reflect the current situation. 
 

In July-September 2014, USA and EU issued a number of sectorial sanctions. These sanctions restrict certain 
US and EU persons in providing financing, goods and services in support of exploration or production of 
deep water, Arctic offshore, or shale projects that have a potential to produce oil in the Russian Federation to 
certain entities. The Company considers these sanctions in its activities, continuously monitors them and 
analyses the effect of the sanctions on the Company's financial position and results of operations.   
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30. Contingencies (continued) 

 

Legal claims (continued) 
 

While the Dutch case was pending, Yukos Capital filed an additional lawsuit against the Company in the 

High Court of Justice in London, seeking enforcement of the ICAC awards in England and Wales, as well as 
interest on those awards. 

 

Following the payments arranged by the Company noted above, Yukos Capital continues to seek statutory 
interest in the High Court of Justice in London in the amount of approximately RUB 4.6 billion as of the date 

of its Particulars of Claim. On June 14, 2011, the High Court issued in favor of Yukos Capital an interim 

decision on two preliminary issues it had agreed to consider prior to reaching a decision on the merits of the 

claim. The Company appealed this decision. On June 27, 2012 the Court of Appeal of England handed down 
its judgment whereby the Company prevailed on one of these preliminary issues. No further appeals were 

requested by any party. Upon return of the case to the High Court of Justice, the court entered an order on 

February 27, 2013 providing for the hearing of further preliminary issues concerning whether the court has 
the power to enforce the annulled ICAC awards at English common law and whether in principle there is a 

basis for Yukos Capital to recover post-award interest in the English courts.  

 
The hearing took place on May 13-16, 2014. On July 3, 2014, the Court ruled in favor of the Company 

concerning Article 395 of the Russian Civil Code and granted that, as a matter of Russian law, interest under 

Article 395 cannot accrue on the ICAC awards prior to the date on which a writ of execution takes legal 

effect. The Court also ruled that a claim for interest on the sums claimed in the English proceedings is in 
principle admissible under s.35A of the Senior Courts Act 1981, but whether any such interest should be 

awarded is a matter for later determination after trial.  

 
On the second preliminary issue, the Court ruled that the Russian annulment decisions are not an absolute 

bar to Yukos Capital's claim, leaving for trial whether Yukos Capital's claim should be granted. On 

September 24, 2014, the Company filed its appeal on the second preliminary issue and s.35A issues. Yukos 

Capital has not appealed the Article 395 issue. Thus, the Court's judgment on the Article 395 issue became 
final. The schedule for the appeal hearing has not been fixed yet. The Company will continue to defend its 

position vigorously. 

 
In 2007, lawsuits were filed in Russian arbitrazh courts in Moscow, Samara and Tomsk to nullify the loan 

agreements with Yukos Capital. Court hearings in all three cases were suspended for some time. However, 

on February 1, 2012 the Arbitrazh Court of the Samara Region declared void the loan agreements between 
Yukos Capital and OJSC Samaraneftegaz. On July 11, 2012, the Moscow Arbitrazh Court declared void the 

loan agreements between Yukos Capital and OJSC Yuganskneftegaz. On July 19, 2012 the Arbitrazh Court 

of the Tomsk Region declared void the loan agreements between Yukos Capital and Tomskneft. All these 

decisions were upheld by the appellate and cassation courts and Yukos Capital's supervisory appeals against 
them were rejected by the Supreme Arbitrazh Court, and as a result of these decisions the Company stopped 

recognising these loans in the interim condensed consolidated financial statements. Considering the ongoing 

litigations with Yukos Capital currently taking place in foreign jurisdictions, the related amount of accounts 
payable was recorded as provisions (Note 25). 

 

On July 2, 2010, Yukos Capital filed a petition with the U.S. District Court for the Southern District of 
New York (the "U.S. S.D.N.Y.") seeking confirmation of the ICC award against OJSC Samaraneftegaz 

noted above. In August 2010, Yukos Capital also commenced proceedings in the Arbitrazh Court of the 

Samara Region seeking enforcement of the same award in the Russian Federation. 
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30. Contingencies (continued) 

 

Legal claims (continued) 
 

On February 15, 2011, the Arbitrazh Court of the Samara Region denied Yukos Capital's enforcement 

application. The time for cassation appeal from the ruling has lapsed without Yukos Capital having filed 
such an appeal.  

 

On August 6, 2013, the U.S. S.D.N.Y. granted Yukos Capital's application for enforcement of the ICC award 
and later entered judgment in the amount of approximately US$ 186 million (RUB 7 billion at the CBR 

official exchange rate at September 30, 2014). Samaraneftegaz has appealed the judgment. The hearing of 

the appeal was conducted on October 2, 2014 and the judgment of the court is pending. On January 9, 2014, 

the U.S. S.D.N.Y granted Yukos Capital's request for a turnover order and injunction to require 
Samaraneftegaz to use its assets to pay the above judgment or post a bond as well as to refrain from certain 

actions for so long as it has neither paid nor posted a bond. The U.S. S.D.N.Y. has also ordered that 

Samaraneftegaz produce further information and documents concerning its business operations in response 
to Yukos Capital's discovery requests. Samaraneftegaz filed an appeal against these orders. Samaraneftegaz 

will continue to defend its position vigorously. 

 
In February 2010, Yukos Capital commenced proceedings against Tomskneft in the Arbitrazh Court of the 

Tomsk Region seeking to enforce in Russia the abovementioned February 2007 ICC award. On July 7, 2010, 

the Arbitrazh Court of the Tomsk Region denied Yukos Capital's enforcement application. On October 27, 

2010 Yukos Capital's cassation appeal was dismissed. In July 2010, Yukos Capital brought an action against 
Tomskneft in the Paris Court of First Instance seeking enforcement of the February 2007 ICC award in 

France. On July 20, 2010, the court issued an ex parte order to allow enforcement. On February 22, 2011, 

Tomskneft timely filed an appeal against this order in the Paris Court of Appeal, which was granted on 
January 15, 2013, and the Paris Court of Appeal declared that the award could not be enforced in France. 

 

On August 6, 2013 Yukos Capital filed a brief on appeal to the French Court of Cassation seeking review of 

the Paris Court of Appeal's judgment declining enforcement. Tomskneft's brief was filed on December 5, 
2013. The hearing of the appeal was conducted on October 7, 2014 and the judgment of the court is pending. 

 

In February 2013, Yukos Capital initiated proceedings against Tomskneft in Ireland and Singapore seeking 
to enforce the same February 2007 ICC award whose recognition and enforcement was declined in Russia 

and France. On March 13, 2014, the Irish court granted Tomskneft's application and dismissed Yukos 

Capital's action to enforce the ICC arbitral award against Tomskneft in Ireland on the basis that it is not an 
appropriate case for the court to exercise jurisdiction. Yukos Capital filed a notice of appeal against this 

judgment on April 17, 2014. 

 

On February 19, 2013, Yukos Capital obtained an ex parte judgment granting its application for leave to 
enforce the same February 2007 ICC arbitral award in Singapore.  

 

Tomskneft filed on March 26, 2013 a responsive submission. On July 3, 2013, the court heard Tomskneft's 
application that the issue of inadequate notice of the arbitral proceedings should be decided first and before 

Tomskneft fully presents all other defenses against enforcement. The judge decided to hear all grounds of 

defense at one time. On January 13, 2014 the judge granted in part Tomskneft's application for discovery. On 
May 30, 2014, Tomskneft applied for further discovery, which application Yukos Capital moved to strike. 

The hearing on Tomskneft's discovery application and Yukos Capital's striking out application is scheduled 

for January 12 and 19, 2015. The schedule for a hearing on the merits in Singapore has not been fixed yet. 
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30. Contingencies (continued) 

 

Legal claims (continued) 
 

Yukos International (UK) B.V. has initiated proceedings in the Amsterdam District Court claiming damages 

of up to US$ 333 million (RUB 13 billion at the CBR official exchange rate at September 30, 2014), plus 
statutory interest with effect from February 7, 2011, plus costs, against Rosneft and other co-respondents 

unrelated to Rosneft relating to alleged injury supposedly caused by the entry of a freezing order in 2008 that 

Yukos International (UK) B.V. claims restricted its ability to invest certain funds as it chose. The first court 
date in this case was June 27, 2012. Rosneft filed its Statement of Defense on October 3, 2012. That 

statement asserts various defenses including that the court properly granted the freezing order and that Yukos 

International (UK) B.V. suffered no damages as a result of having its funds deposited in an interest bearing 

account of its choice.  
 

A hearing on the merits is scheduled for January 9, 2014. At that hearing Yukos International (UK) B.V. 

amended its claims against Rosneft. Now Yukos International (UK) B.V. filed claims against Rosneft also 
based on collective responsibility; the purpose of these requirements is to pass one of the co-defendants 

alleged responsibility for Rosneft. Rosneft responded to these new claims of February 26, 2014. The Court's 

decision is expected on November 29, 2014. 
 

The Company and its subsidiary participate in arbitral proceedings related to bankruptcy of 

OJSC Sakhaneftegaz and OJSC Lenaneftegaz for the recovery of certain loans and guarantees of indemnity 

in the amount of RUB 1.3 billion, stated above account receivable was reserved in full. During 2009-2012, 
the Federal Antimonopoly Service ("FAS Russia") and its regional bodies claimed that the Company and 

some of its subsidiaries (associates) violated certain antimonopoly regulations in relation to petroleum 

products trading and passed respective decisions on administrative liability. As of September 30, 2014, the 
total amount of administrative fines levied by FAS Russia and its regional bodies against Rosneft and its 

subsidiaries is immaterial.  

 

On March 7, 2011, Norex Petroleum Limited ("Norex") filed a lawsuit against OJSC Tyumen Oil Company 
("TNK"), a predecessor of OJCS TNK-BP Holding, subsequently renamed to OJSC RN Holding, and certain 

other defendants in the amount of US$ 1.5 billion (RUB 59 billion at the CBR official exchange rate at 

September 30, 2014) claiming the recovery of damages and compensation of moral damage caused by 
allegedly illegal takeover of the shares of LLC Corporation Yugraneft owned by Norex. The lawsuit was 

accepted by the Supreme Court of New York State (first instance court). On September 17, 2012, the Court 

dismissed Norex's action holding that it was time-barred. Norex filed an appeal against this judgment.  
 

On April 25, 2013, the New York Appeal department confirmed that the dismissal of Norex's claim was 

justified. On May 28, 2013, Norex filed a motion for leave to appeal the decision affirming the lower court's 

dismissal of Norex's complaint to the New York Court of Appeals.  
 

On September 12, 2013, New York Court of Appeals accepted Norex's claim. The hearing was held on 

May 6, 2014. On June 27, 2014 New York Court of Appeals issued a decision, satisfying Norex's complaint 
and sent the case to the Court of First Instance. On October 10, 2014, the defendants filed motions to dismiss 

Norex's claims, objections were sent on October 24, 2014. A hearing is expected in December 2014. 
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30. Contingencies (continued) 

 

Legal claims (continued) 

 

In 2013, several individuals, non-controlling shareholders of OJSC RN Holding, filed a number of lawsuits 

against the Company, claiming the right to get an offer from the Company to acquire the shares of 
OJSC RN Holding at the price the shares were measured in the course of TNK-BP acquisition by the 

Company. On October 25, 2013 Moscow Arbitrazh Court dismissed these claims. These decisions were 

upheld by the Court of Appeals on January 15 and 20, 2014. On one of court decisions a shareholder filed a 
cassation appeal. Court decisions of First and Appeal Instance are left unchanged by the Federal Arbitration 

Court of Moscow district order from May 8, 2014. The definition of the Supreme Court from September 11, 

2014 refused the plaintiff (one of the shareholders) to transfer request for the hearing to the Board on 

economic disputes of the Supreme Court of the Russian Federation. 
 

On September 18, 2014 a former minority shareholder of OJSC RN Holding filed a lawsuit against the 

Company claiming the recovery of damages caused by the forced redemption of shares. A preliminary 
hearing in Moscow Arbitrazh Court is scheduled for November 18, 2014. 

 

From September 2013, Rosprirodnadzor performed inspections of Rosneft. Subject of the inspection was 
compliance with legislation on geological exploration, rational use and protection of mineral resources, 

mandatory requirements of legislation concerning protection of environmental and natural resources. 

In December 2013 as a result of procedures performed the regulator issued a report.  

 
As of the date of these interim condensed consolidated financial statements administrative procedures 

partially completed. The Company held an administratively liable to a fine. The Company does not expect 

that total amount of the fines will have a material impact on the Company's financial position or results of 
operations.  

 

The amount and timing of any outflow related to the above claims cannot be estimated reliably. 

 
Rosneft and its subsidiaries are involved in other litigations which arise from time to time in the course of 

their business activities. Management believes that the ultimate result of those litigations will not materially 

affect the performance or financial position of the Company. 

 

Taxation 

 
Legislation and regulations regarding taxation in Russia continue to evolve. Various legislative acts and 

regulations are not always clearly written and their interpretation is subject to the opinions of the local, 

regional and national tax authorities. Instances of inconsistent opinions are not unusual.  

 
The current regime of penalties and interest related to reported and discovered violations of Russia's laws, 

decrees and related regulations is severe. Interest and penalties are levied when an understatement of a tax 

liability is discovered. As a result, the amounts of penalties and interest can be significant in relation to the 
amounts of unreported taxes.  

 

In Russia tax returns remain open and subject to inspection for a period of up to three years. The fact that a 
year has been reviewed does not close that year, or any tax return applicable to that year, from further review 

during the three-year period.  

  

http://www.multitran.ru/c/m.exe?t=4116847_1_2&s1=%D4%E5%E4%E5%F0%E0%EB%FC%ED%FB%E9%20%E0%F0%E1%E8%F2%F0%E0%E6%ED%FB%E9%20%F1%F3%E4
http://www.multitran.ru/c/m.exe?t=4116847_1_2&s1=%D4%E5%E4%E5%F0%E0%EB%FC%ED%FB%E9%20%E0%F0%E1%E8%F2%F0%E0%E6%ED%FB%E9%20%F1%F3%E4
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30. Contingencies (continued) 

 

Taxation (continued) 
 

Effective January 1, 2012, the market price defining rules were changed and the list of entities that could be 

recognized as interdependent entities and the list of managed deals were expanded. Due to the absence of 
law enforcement precedents based on the new rules and certain contradictions in the provisions of the new 

law, these rules cannot be considered clear and precise. To eliminate significant risks posed by related party 

transactions to the consolidated financial statements, the Company developed methods for pricing all types 
of controlled transactions and a standard for preparation of reporting documentation. The Company also 

systematically researches databases to determine the market price levels (ROIs) for the controlled 

transactions.  

 
In July 2013 the Company and the Federal Tax Service signed a pricing agreement in respect of taxation of 

oil sales transactions in Russia that are executed by the acquired TNK-BP companies starting from 2012. In 

January and April 2014 there were signed another two pricing agreements with the Federal Tax Service in 
respect of taxation of oil sales transactions in Russia that are executed by the 11 acquired TNK-BP 

companies starting from 2012. 

 
In December 2013, the Company and Federal Tax Service signed the pricing Agreement for the purpose of 

taxation of oil sales transactions at the Russian market. Five Company subsidiaries also acted as the Parties 

to the Agreement. The document establishes the principles and methods of pricing in the aforementioned 

transactions.  
 

The agreements were signed as part of the new order of fiscal control over the pricing of related party 

transactions to match the market parameters. 
 

On June 30, 2014 the period for the Federal Tax Service to make a decision to conduct an examination of 

calculation and payment of the taxes on related party transactions made during 2012 has expired. Due to the 

fact that earlier the Company provided the Federal Tax Service with the sufficient documentation and 
explanations concerning the related party transactions, the Company believes that the risks concerning the 

related party transactions in 2012 will not have a material effect on the Company's financial position or 

results of operations. 

 

In line with the additions to part one of the Tax Code of the Russian Federation, instituted by the Federal 

Law of the Russian Federation of November 16, 2011 No. 321-FZ, the Company created the Consolidated 
group of taxpayers which included Rosneft and its 22 subsidiaries. Rosneft became a responsible taxpayer of 

the group. During 2013 the number of members of the consolidated group of taxpayers increased 

to 44 including Rosneft.  

 
Since January 1, 2014 under the terms of the agreement, the number of members of the consolidated group 

of taxpayers increased to 58. The Company management believes that creation of the consolidated group of 

taxpayers does not significantly change the tax burden of the Company for the purpose of these interim 
condensed consolidated financial statements. 

 

During the reporting period, the tax authorities continued examinations of Rosneft and certain of its 
subsidiaries for the 2010-2013 fiscal years. Rosneft and its subsidiaries dispute a number of claims in pre-

trial and trial appeal in federal tax service. The Company management does not expect results of the 

examinations to have a material impact on the Company's consolidated balance sheet or results of operations.  
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30. Contingencies (continued) 

 

Taxation (continued) 
 

As of September 30, 2014, the amount of VAT receivable that is potentially unrecoverable from the tax 

authorities is immaterial. For current declarations the Company reimburses VAT on a timely basis in 
accordance with the Tax Code.  

 

Overall, management believes that the Company has paid or accrued all taxes that are applicable. For taxes 
other than income tax, where uncertainty exists, the Company has accrued tax liabilities based on 

management's best estimate of the probable outflow of resources, that will be required to settle these 

liabilities. Potential liabilities that management identified at the reporting date as those that can be subject to 

different interpretations of tax laws and regulations are not accrued in the interim condensed consolidated 
financial statements. 

 

Capital commitments 
 

The Company and its subsidiaries are engaged in ongoing capital projects for exploration and development 

of production facilities and modernization of refineries and of the distribution network. The budgets for these 
projects are generally set on an annual basis.  

 

The total amount of contracted but not yet performed deliveries related to the construction and acquisition of 

property, plant and equipment amounted to RUB 339 billion and RUB 328 billion as of September 30, 2014 
and December 31, 2013, respectively.  

 

Environmental liabilities 

 

The Company periodically evaluates its environmental liabilities pursuant to environmental regulations. 

Such liabilities are recognized in the consolidated financial statements as identified. Potential liabilities, that 

could arise as a result of changes in existing regulations or regulation of civil litigation or of changes in 
environmental standards cannot be reliably estimated but may be material. With the existing system of 

control, management believes that there are no material liabilities for environmental damage other than those 

recorded in these interim condensed consolidated financial statements. 
 

In June 2014 an accident took place at the Company's Achinskiy refinery. The Company is currently 

evaluating the potential impact of the accident. Additionally, the Company is working on a model for 
calculating the insurance payments, recovering financial damage from the production break at Achinsk 

refinery as well as the property insurance payments. Management believes that the damages will not have a 

material effect on the Company's financial position or results of operations.  

 

Other matters 

 

In August 2014, the Company and North Atlantic Drilling Limited ("NADL") entered into a framework 
agreement anticipating the acquisition by the Company of shares in NADL through an exchange of assets 

and investments in NADL share capital. As of September 30, 2014 the parties have not yet received all 

corporate and regulatory approvals required to complete the transaction. 
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