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Bashneft shareholders amounted to RUB 46.2 billion. 
Thanks to these impressive financial results, the Company was able 
to pay sizable dividends of RUB 233 per share to shareholders in 2013. 
For the first time in  Russian business history, Bashneft was listed 
as one of  the world’s top 10 companies for total shareholder return 
(TSR), and also took first place in the industry ranking by Boston Con-
sulting Group.

Improvement of corporate governance remains a top priority area for 
us. In 2013, we took new important steps toward increasing inves-
tor attractiveness and transparency of Bashneft’s shareholder capi-
tal – we divested a number of non-core assets and launched the final 
stage of the Company’s reorganisation through initiating the merger of 
Bashneft-Invest into the Group. The aim of this reorganisation stage, 
which was completed in Q2 2014 – was to eliminate the cross-owner-
ship in Bashneft shares and and to complete the divesting of non-core 
business activities. We are grateful to all our shareholders for their 
support throughout this crucial endeavour.

The Company’s key achievements in  2013 include improvements 
in  workplace health and safety, and environmental protection. Ab-
sence of accidents on the production side, due care for the environ-
ment through the adoption of the very latest technology, modernisation 
of machinery and reduction of waste and emissions as well as creating 
a safe working environment remain our key priorities.

As a socially responsible company, Bashneft works jointly with its 
main shareholder, JSFC Sistema, to continue to implement a range of 
charity programmes in all regions of presence, which improve social 
infrastructure and support the development of culture, education and 
sport. In 2013, we invested in social projects a total of RUB 1.1 billion 
in the regions where we operate. 

As part of implementing our development strategy, covering the ex-
pansion of our resource base and the acquisition of attractive assets 
with significant growth potential, in March 2014 we concluded a $1 bil-
lion deal to  acquire Burneftegaz, which is  involved in  oil production 
and exploration work in  the Tyumen Region. Burneftegaz will make 
an  important contribution to  Bashneft’s rising production figures 
as soon as this year. 

We are confident that the work done by all our employees in 2013 has 
made a  significant contribution to  Bashneft’s future growth. We  are 
proud that Bashneft has, once again, confirmed its leadership position 
among the most efficient companies in the Russian oil sector.

Quality, professionalism, safety, efficiency and team spirit are the key 
values at Bashneft. It is these values that guide us in our day to day 
work to achieve new successes for our shareholders, for the regions 
in which we work, and for the country as a whole.

ALEXANDER KORSIK
President

Address by the Chairman  
of the Board of Directors  
and the President
Dear shareholders,

It is a pleasure to present you with the 2013 Annual Report. 2013 was 
one of the most successful years in Bashneft’s history in both produc-
tion and financial terms. Last year the Company once again demon-
strated the ability to implement its development strategy in a commit-
ted and efficient way – focusing on adding value through increasing 
output, growing reserves, modernising oil refineries, developing our 
retail network, and adhering to  the highest corporate governance 
standards. 

In 2013 Bashneft once again demonstrated the best production growth 
rates in the Russian oil sector, increasing oil production by 4.1% year 
on year. The achievement of a reserve replacement ratio of 133.7% in 
2013 under PRMS standards was important as well.

Over half of the additions in oil production in 2013 came from our tradi-
tional regions, including the Republic of Bashkortorstan. We achieved 
this by utilising our highly qualified employees, introducing effective 
geological and engineering measures, and implementing the very lat-
est technologies.

Launching production, in  record time, at  the Trebs and Titov oilfields 
in  the Nenets Autonomous Region made a  considerable contribution 
to Bashneft’s increased production, and was one of the Company’s main 
achievements last year. Bashneft also expanded the geographical reach 
of its projects by winning a licence for Block EP-4 in Myanmar.

In line with our strategic goals, we continued to implement wide-scale 
oil processing plant modernisation plans as well as the retail chain 
rebranding. 

Bashneft’s Ufa refinery complex processed 21.4 million tonnes of oil 
in 2013, 3% more than in 2012. Average refining depth at the compa-
ny’s refineries stood at 84.7% in 2013. Average light oil product output 
rose to  60.4%. We  retain our leading position among Russian com-
panies in terms of the technological processing capacity: the Nelson 
index complexity rating for Bashneft’s Ufa refinery increased last year 
from 8.55 to 8.83.

This production success had a direct impact on our financial results. 
Under IFRS accounting standards, Bashneft Group companies’ rev-
enue increased 5.3% on  2012, rising to  RUB 563.3 billion. Adjusted 
EBITDA rose by 3.6% to RUB 104 billion. Net profit attributable to JSOC 

FELIX EVTUSHENKOV
Chairman of the Board of Directors
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Some definitions and information on forward-looking 
statements

In this Annual Report the terms “Bashneft”, “we”, “Bashneft Group”, and “the Group” in  various forms refer 
to JSOC Bashneft, its branches, subsidiaries and structured enterprises. The terms “JSOC Bashneft” and “the 
Company” refer to JSOC Bashneft.

“Ufa Refinery”, “Novoil”, “Ufaneftekhim”, “Bashkirnefteprodukt” and “Orenburgnefteprodukt”, when referring 
to the period before the reorganisation in 2012, mean JSOC Bashneft’s subsidiaries consolidated with the Compa-
ny, namely OJSC Ufa Refinery, OJSC Novoil (OJSC Novo-Ufimsky Refinery), OJSC Ufaneftekhim, OJSC Bashkirneft-
eprodukt and OJSC Orenburgnefteprodukt respectively; after the reorganisation, these are respective branches 
of JSOC Bashneft.

Unless otherwise stated, financial indicators covered in the Annual Report are presented and calculated on the ba-
sis of consolidated financial statements under IFRS and correspond to the results disclosed in the Management’s 
Analysis of the Financial Position and Operating Results of Bashneft Group. Information regarding operating re-
sults presented in this document is consolidated data on Bashneft Group.

Certain statements in this Annual Report may contain assumptions or forecasts concerning future events within 
Bashneft Group. These statements may contain the words “is expected”, “is estimated”, “intends”, “will”, “could”, 
negations of  these expressions or  other similar expressions. These statements are only assumptions. Actual 
events and results can differ substantially from those stated. The actual performance of Bashneft Group may differ 
materially from what is declared in our assumptions and forecasts as a result of a large number of factors. Such 
factors may include general economic conditions, Bashneft’s competitive environment, risks related to operating 
in Russia, rapid technological and market changes in the Group’s areas of business, as well as many other risks 
directly related to Bashneft Group. 

 The Group uses a barrel to tonne conversion factor of 7.3. Data on reserves are based on the audit of reserves car-
ried out by Miller and Lents, Ltd. in accordance with the international PRMS classification and are presented using 
the average barrel to tonne conversion factor of 7.11. When assessing contingent and prospective oil resources 
at the Trebs and Titov fields, Miller and Lents used a barrel to tonne conversion factor of 7.45.

Sums in tables, graphs and schemes may not add up due to rounding.
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Competitive advantages that ensure we achieve our potential

Competitive advantages that ensure we achieve our potential

Consistently high growth rates in oil production and high quality 
resource base 

Technologically advanced refining operations  
and efficient sales network

Outstanding shareholder value thanks to strong financial indicators

Consistently successful track record of adopting best practices 
in corporate governance

Adherence to the high HSE standards

·  Sustainable growth in oil production and positive reserve replacement ratio year-on-year

·  Successful adoption of the latest exploration and oilfield development technologies, ensuring maximum oil output 
at mature fields

·  Successful track record of implementing complex projects on schedule and within budget (developing the Trebs and 
Titov fields)

·  Systematic approach to developing our resource base, which ensures high reserve replacement ratio and guarantees 
resource base growth potential thanks to wide-scale geological exploration work in key regions

·  Developing expertise in overseas project management

·  Consistently high financial results, including revenue and EBITDA

·  Highest returns in the oil and gas sector due to control over operating expenses and disciplined approach to M&A 
deals and capital investment

·  Dividend policy appealing to shareholders. The Boston Consulting Group rating listed the Company in the world’s top 
10 companies in terms of shareholder return, and on top of the industry ranking of global oil companies with the high-
est total shareholder return

·  Professional, experienced management team able to deliver high operational and financial results

·  High standards of corporate governance, built in accordance with the best international practices

·  Transparent corporate and ownership structures

·  High business manageability and efficiency due to streamlined and focused business model of an integrated oil com-
pany

·  Top management engaged in achieving the Company’s HSE leadership among Russia’s energy companies

·  The only Russian company that is a member of the International Petroleum Industry Environmental Conservation  
Association (IPIECA), member of the International Association of Oil and Gas Producers (OGP)

·  Created and certified integrated management systems in the areas of occupational health and safety (OHSAS 18001) 
and environment (ISO 14001)

·  Implementing environmental protection projects that involve the application of the latest technological solutions from 
world-leading companies (General Electric, BASF and others)

Key results of our activities

2011 2012 2013 change 
2013/2012

Proved reserve replacement ratio, % 164% 123% 134% +11 p.p.

Oil production, mln tonnes 15.1 15.4 16.1 +4.1%

Oil production, kbpd 302 308 321 +4.4%

Refinery throughput, mln tonnes 19.2 18.9 19.6 +3.9%

Nelson index, points 8.33 8.55 8.83 +0.28 p. 

Retail sales of oil products, mln tonnes 1.0 1.4 1.4 +2.8%

Export of oil and petrochemical products, mln tonnes 9.2 8.6 9.4 +9.8%

Revenue, bln RUB 486.3 532.5 563.3 +5.8%

EBITDA, bln RUB 93.9 99.0 101.5 +2.5%

Capital expenditures, bln RUB 25.0 30.8 30.4 –1.1%

Net cash inflows from operating activities, bln RUB 65.6 71.1 82.7 +16.2%

Adjusted net debt, bln RUB 61.3 78.0 74.4 –4.7%

Adjusted net debt / EBITDA 0.7 0.8 0.7

Growth in price of ordinary shares –6.1% +31.9% +13.5%

Market capitalisation, bln USD 8.23 12.58 13.16 +4.6%

Total shareholder return (TSR), % 8.7% 39.3% 26.1% –13.2 p.p.

Occupational injury rate - 0.001218 0.00097 –20%

Oil production Refinery throughput

16.1 mln tonnes

+4.1%
19.6 mln tonnes

+3.9% 9.4 mln tonnes

+9.8%

+5.8% +2.5% +16.2%

Export of oil 
and petrochemical products

Revenue EBITDA Free cash flow

JSOC Bashneft produces and refines crude oil in Russia, sells oil and petroleum products on the domestic and 
international markets, and is one of the Russia’s fastest growing vertically integrated oil companies.

Our business is focused on increasing the Group’s shareholder value.

Our mission is to to create energy for our stakeholders, with maximum efficiency, social responsibility and care for 
the environment.

Our success in 2013

·  Technologically well-equipped oil refining complex and the further roll-out of modernisation programmes in line 
with modern efficiency standards

·  Balanced marketing structure, development of a retail chain under a single corporate brand and of a system of 
small-scale wholesale supplies to end customers

· Improving the quality of motor fuels produced with full transition to Euro-5 standard by 2016
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Our history

1932
1935

1937

1951

2009
1995

2010

2013

2011

2012

In 1932, the history of oil exploration and production in the Republic of Bashkortostan started 
with the discovery of the Ishimbay oil field.

Key milestones in the development of the Company’s subsurface resources included the discov-
ery of the Tuymazy oil field in 1937 where high-yield reservoirs of Devonian crude oil, the first 
ever in Russia, were discovered in 1944. This was followed by the discoveries of the Shkapovskoe, 
Chekmagushevskoe and Mancharovskoe oil fields between 1950–1954. The Arlanskoe field, a gi-
gantic oil reserve, became the region’s largest oil field.

In March 2009, Joint-Stock Financial Corporation Sistema became the main owner of six of Bash-
kortostan’s fuel and energy enterprises. 

In 2011, Bashneft acquired a licence for the development of a subsurface area of federal signifi-
cance including the Trebs and Titov oil fields in the Nenets Autonomous District, and started the 
development in the Timan-Pechora oil province. In December 2011, we signed an agreement with 
OJSC Lukoil to run the project jointly.

In 1935, in order to facilitate commercial oil production in the Ishimbay field, the Bashneft Trust 
was established. In 1936, the first ever trunk pipeline in the Volga – Urals region was commis-
sioned. In addition, the Ufa Oil Refinery (“UNPZ”) was commissioned in 1938. 

As the volume of oil production grew, Bashneft made great strides to develop its refining capacity. 
In 1951, the Novo-Ufimsky Oil Refinery (“Novoil”) was commissioned, and in 1957, the construc-
tion of the third largest facility amongst the Ufa refineries cluster – the Ufaneftehkim fuel and 
petrochemistry plant - was completed. 

On 13 January 1995, Joint-Stock Oil Company (JSOC) Bashneft was established.

In 2010, JSOC Bashneft completed the acquisition of controlling stakes in OJSC Ufaneftekhim, 
OJSC Novoil, OJSC UNPZ, OJSC Ufaorgsintez and OJSC Bashkirnefteprodukt from Joint-Stock 
Financial Corporation Sistema and became the parent company of a new oil holding. 

In 2013 Bashneft-Polyus, a joint venture between Bashneft and Lukoil, began production at the 
Trebs and Titov oil fields. This project in the Nenets Autonomous District is considered among 
Russia’s largest undeveloped onshore oil fields. 

The formation of a Russian vertically integrated oil company based on JSOC Bashneft was com-
pleted. JSOC Bashneft completed the first stage of its reorganization through the consolidation 
of 5 subsidiaries (OJSC UNPZ, OJSC Novoil, OJSC Ufaneftekhim, OJSC Bashkirnefteprodukt and 
OJSC Orenburgnefteprodukt) within the Company. This was the first phase of a complex strategy 
to simplify corporate structure.

In 2012-2013, the Group divested non-core assets including transportation companies, oilfield 
service companies and petrochemical enterprises. 

During 2012–2013, the Company began international oil exploration and production projects 
in Iraq and Myanmar. 

THE ART OF CREATING 
A SUCCESSFUL COMPANY
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Bashneft became the first Russian member of the Inter-
national Petroleum Industry Environmental Conserva-
tion Association (IPIECA) and a member of the Interna-
tional Association of Oil and Gas Producers (OGP).

Bashneft successfully completed a  project designed 
to  create an  integrated corporate-wide system for the 
management of  Health, Safety and Environment and 
bring it into compliance with the commonly applied in-
ternational standards. The British Standards Institution 
issued the OHSAS 18001 Compliance Certificate and ISO 
14001 Compliance Certificate for Bashneft. 

Bashneft joined the World’s Top 10 Total Share-
holder Return Creators, also becoming Num-
ber One in  the Oil Top 10, based on  the 15th 
annual report Boston Consulting Group. 

Bashneft completed the transaction to  sell 
their stake in OJSC UPC (Unified Petrochemical 
Company) to Joint-Stock Financial Corporation 
Sistema.

As part of the non-core assets divestment pro- 
ject, Bashneft completed the sale of their 100% 
stake in LLC Bashneft-Service Assets to Joint-
Stock Financial Corporation Sistema.

The Project Assurance Committee was estab-
lished, and independent director Charles Wat-
son was appointed Chairman. 

The Russian Federation Patents and Trade-
marks Agency (Rospatent) acknowledged the 
Bashneft trademark as commonly known from 
1 January 2014. 

The Company launched production of  a  new fuel 
with improved operational performance and lower 
ecological impact under the ATUM brand. Sales 
of ATUM-92 were launched at fueling stations across 
the Republics of Bashkortostan and Udmurtia.

Bashneft became the preferred bidder for an  ex-
ploration and production Licence for Oil Block ER-4 
in the Central Burma Basin (841 sq. km).

Bashneft won an  auction held in  the Republic 
of  Bashkortostan for the Astashevsko-Sosnovsko-
Nazarovsky subsoil plot (1922.7 sq. km). 

JSOC Bashneft announced the launch of a restructuring 
programme, to be pursued through the merger with CJSC 
Bashneft-Invest, a wholly owned subsidiary incorporated 
following a spin-off fromJSFC Sistema. The programme 
was devised to put an end to the cross-ownership of the 
Bashneft stock, and complete the process of  the Com-
pany’s exit from non-core areas of its business.

At the Bashneft Extraordinary General Meeting of share-
holders, a resolution was passed to pay dividends based 
upon the performance over 9 months of 2013, amounting 
to RUB 199 per ordinary share and per preferred share.

Reorganisation of Bashneft-Region LLC was completed. 
As part of  this process, the Group established a branch 
of  Bashneft-Regional Sales. The main objective of  the 
branch is to carry out small wholesale operations in the 
regions. As  part of  the reorganisation, personnel and 
business functions of  Bashneft-Region LLC and its re-
gional representative offices were transferred to  the 
new entity. The retail assets of Bashneft-Region (4 petrol 
stations in the Smolensk and Saratov regions) were sold 
to Bashneft-Urdmurtia LLC.

Bashneft acquired the Bashneftegazrazvedka (Bashkor-
tostan Oil and Gas Exploration Company), which was the 
owner of  the Vostochno-Iksky Licence in  the Republic 
of Bashkortostan (1,111.4 sq. km). 

Reorganisation of  Geoneft LLC, Bashmineral LLC and 
Zirgan LLC. Subsoil drilling licences in  the Republic 
of Bashkorotstan and Orenburg regions that were previ-
ously held by these companies were transferred to Bash-
neft-Dobycha LLC. Following the reorganisation, Geoneft, 
Bashmineral and Zirgan were liquidated.

February 2014
At the Bashneft Extraordinary General Meeting 
of shareholders, it was resolved to carry out restruc-
turing through the merger with CJSC Bashneft- 
Invest. Another resolution was to reduce the Bash-
neft Charter Capital, and the amended version of the 
Company’s charter was also approved. 

Bashneft was admitted as a member of the Saint Pe-
tersburg International Commodity Exchange.

March 2014
Bashneft acquired LLC Promenergoresurs, one 
of the leading motor fuel retail operators in the town 
of Magnitotgorsk in the Chelyabinsk District that had 
owned 5 fueling stations and 7 plots of land for the 
construction of new stations. 

The Federal Subsoil Resources Management Agen-
cy made clarifications to the Group’s licence for the 
Trebs and Titov fields in  the Nenets Autonomous 
District. It  specified that refining capacities owned 
by  the licence holder are defined as  capacities 
of  processing units owned and/or leased by  the li-
cence holder and/or affiliated persons of the licence 
holder or its members.

Bashneft acquired LLC Burneftegaz, a  company 
carrying out exploration and production of crude oil 
in  the Tyumen District. The company had secured 
development rights for the Sorovskoe and Torta-
sinskoe fields, whose cumulative C1+C2 reserves 
amount to 53.4 million tonnes, as well as exploration 
licences for the Severo-Ityakhsky and Vostochno-
Unlorsky subsurface plots. 

April 2014
Bashneft and Lukoil established a new joint venture 
called Vostok NAO Oil Company LLC. The company 
will perform geological studies, exploration and pro-
duction of hydrocarbons at licence areas belonging 
to the companies in the Nenets Autonomous District.

Highlights subsequent 
to the reporting period

2014 

September October November December February, March, April

2013 highlights

At the beginning of  the month, 
Bashneft completed the consoli-
dation of  its petrochemical assets 
within OJSC Unified Petrochemi-
cal Company. On  17 July, the JSOC 
Bashneft Board decided to  dispose 
of  its interest in OJSC UPC, and the 
matter was put on the agenda of an 
Extraordindary General Meeting 
of shareholders for endorsement. 

At an  Extraordinary General Meeting 
(EGM), the shareholders resolved to in-
crease the membership of the Bashneft 
Board from 10 to  12 Directors, in  ad-
dition to  electing new members to  the 
Board.

The retail network re-branding pro-
gramme was launched, based upon 
a new Corporate Standard. 

At the JSOC Bashneft Extraodinary Gen-
eral Meeting of  shareholders, a  resolu-
tion was passed to dispose of  its interest 
in OJSC UPC (Unified Petrochemical Com-
pany). The resolution was adopted in order 
to  further pursue a  strategy of  divesting 
non-core assets. 

Bashneft-Polyus, a  Joint Venture estab-
lished by  JSOC Bashneft and OJSC LU-
KOIL, commenced production of crude oil 
from their joint venture at  the Trebs and 
Titov oil fields in the Nenets Autonomous 
District. According to  the current project 
schedule by 2020 production is expected to 
reach its plateau – circa 4.8 million tonnes 
per annum. 

Incorporation of a new oilfield services holding was 
completed based on LLC Bashneft-Service Assets – 
a wholly owned subsidiary.

In order to  facilitate the formation of  a  favorable 
environment for further development of  the re-
gion’s economy and social sphere, JSOC Bashneft 
and Administration of  the Orenburg Oblast signed 
a  Socio-Economic Development Agreement that 
will be valid until 2016. 

The Bashneft Drilling Support Centre, designed and 
constructed by  Schlumberger, was opened in  the city 
of Ufa.

On 27 June 2013, the Annual General Meeting of share-
holders of  JSOC Bashneft was convened in  Ufa. The 
decision was taken to pay dividends of RUB 24 per ordi-
nary and preferred share on the basis of the Company’s 
2012 financial results.

Bashneft finalised a  deal for the acquisition of  100% 
of LLC Alternativa that was the owner of a retail net-
work comprising 12 sites in the Orenburg District.

In line with international best practices in  the field 
of corporate governance, the Board resolved to estab-
lish the Audit Committee and the Finance, Budget and 
Risks Committee. 

The Company launched the consolidation of its 
petrochemical assets within OJSC Unitied Pet-
rochemical Company (UPC) in order to run it as 
a separate business. 

The Federal Service for Financial Markets an-
nulled individual registration numbers (codes) 
for JSOC Bashneft’s additional share issuances, 
effectively combining them with the main issu-
ance of traded shares. At the end of February, 
trading in JSOC Bashneft’s newly consolidated 
stock commenced on Moscow Exchange. 

JSOC Bashneft entered into a  new Collective 
Bargaining Agreement with its employees for 
2013–2015. 

New process plants were commissioned 
in  the Bashneft-Novoil branch – the Sul-
phur Acid Alkylation Plant and Waste Sul-
phur Acid Regeneration Plant. The Com-
pany is continuing with the project in order 
to  completely switch over to  the produc-
tion of the Euro-5 motor fuel grades. 

JSOC Bashneft and General Electric 
launched pilot tests of  power-efficient 
membrane technologies, in  order to  ap-
ply them for bio-treatment of sewage and 
effluents at  the refining facilities owned 
by  the Company and other enterprises 
of the Northern Ufa Industrial Cluster.

Bashneft won the “IT Leader” Award in the 
“Achievements in Creating HP Converged 
Cloud” special nomination. The Company 
has won the Award three years in a row. 

2013 

January February March April May June July August
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Business model and geographyBusiness model and geography

Our business model in action

Crude oil production 
16.1 mln tonnes 
(117 mln bbls)

Total liquid hydrocar-
bons 26.7 mln tonnes 

(194.4 mln bbls)

Total oil products 
19.8 mln tonnes

Wholesale 
9.0 mln tonnes

Crude oil export
4.7 mln tonnes 
(33.9 mln bbls)

Domestic crude sales 
0.5 mln tonnes 
(3.6 mln bbls)

Countries not part  
of the Customs Union  

4.1 mln tonnes 
(30.0 mln bbls)

Countries of the 
Customs Union 
0.5 mln tonnes 
(3.8 mln bbls)

Retail sales 
1.4 mln tonnes

Countries not part 
of the Customs Union 

8.7 mln tonnes

Countries of the 
Customs Union 
0.7 mln tonnes

Purchased oil 
products 

0.1 mln tonnes

Oil refining 
21.4 mln tonnes 
(156 mln bbls)

Crude oil sales 
5.1 mln tonnes 
(37.6 mln bbls)

External crude oil 
and gas condensate 

10.5 mln tonnes 
(76.7 mln bbls)

Export sales 
of oil products and 

petrochemicals 
9.4 mln tonnes

Domestic sales 
of oil products 

and petrochemicals 
10.4 mln tonnes

How we create value
JSOC Bashneft is structured to control the processes across the entire value chain – from the acquisition of li-
cences through to domestic and export sales of petroleum products. 

Bashneft’s business model 

Expanding our resource base is a key strategic priority for the Company, and we fulfil this objective through both organic and 
inorganic growth. We seek to acquire new licences, participate in auctions, and further explore existing deposits using the most 
advanced technologies. In addition, the Company has been gaining experience in overseas exploration and appraisal (E&A) 
through projects in Iraq and Myanmar. 

Our exploration and appraisal activity enabled us to achieve a reserve replacement ratio of 133.7% in 2013. 

 For more information, please refer to the “Operating results – Licensing, Exploration and Reserves” section 

We produce oil at our existing fields and also are beginning development of new prospective fields. Growth in oil production 
in 2013 was achieved due to an extensive well workover programme at our producing fields and the launch of pilot production 
at the Trebs and Titov fields. 

We use state-of-the-art technologies in order to further enhance our performance and reduce the impact our operations have 
on the environment. 

 For more information, please refer to the “Operating results – Production” section

We process the bulk of crude oil we produce at company-owned and operated refineries in  the Republic of Bashkortostan. 
To ensure the optimal usage of our refining capacity, we purchase additional volumes of crude oil and gas condensate from 
external suppliers. High levels of integration at our production sites as well as extensive modernisation efforts at our refinery 
complex enabled us to achieve an industry-leading Nelson Complexity Index in Russia. Our technologically advanced refining 
capacities allow us to produce a wide range of high quality petroleum products. 

 For more information, please refer to the “Operating results – Refining” section

We pursue wholesale sales for petrochemicals and some of its crude both the domestic market and for export. Our retail sales 
are carried out through company owned and operated network and partner petrol stations. We are carrying out a rebranding 
programme for our retail network while also growing our market share in premium fuel products.

 For more information, please refer to the “Operating results – Sales” section

Licensing

Exploration 
and Appraisal

Production

Refining

Sales
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Geographical footprint

Strategic regions 
of exploration 
and production

Regional sales 
offices

Exploration

Production

Refineries

Lipetsk 
Region

Moscow 
Region

Khanty-Mansi AD
Bashkortostan

Dagestan

Karelia

Mordovia

Krasnodar 
Territory

Stavropol 
Territory

Astrakhan 
Region

Arkhangelsk Region

Bryansk 
Region

Vladimir Region

Volgograd 
Region

Voronezh 
Region

Leningrad 
Region

Murmansk 
Region

Nizhny Novgorod 
Region

Penza 
Region

Pskov Region

Kalmykia

Saratov Region Samara Region

Ulyanovsk 
Region

Nenets AD

Chelyabinsk 
Region

Tyumen Region

Sverdlovsk Region

Perm Territory

Mari El

Chuvashia

Kirov Region
Belgorod 
Region

Oryol 
Region

Tula 
Region

Tver Region

Smolensk
Region 

Tambov 
Region

Rostov 
Region

Tatarstan

Orenburg Region

Kurgan
Region292

811

24

Total number of petrol stations
(owned and partner)

46

33

24

99

44

9 31

12

2

101

6

1

30
26

48

1

4

2

764

Udmurtia
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Industry position and macroeconomic factorsIndustry position and macroeconomic factors

Production of Crude Oil in Russia
According to the data of the RF Energy Ministry’s Central Control Adminis-
tration of the Fuel and Energy Complex (CDU TEK), in 2013, the production 
of crude oil and gas condensate totaled 523.3 MM tonnes across Russia, 
which exceeds the previous year by 1%. According to the IEA, Russia main-
tained its status as the world’s leading crude producer.

The key drivers of the production increase are: (i) commencement of pro-
duction in new fields, e.g. the Trebs and Titov fields in the Nenets Autono-
mous District, (ii) growth of production in the fields in Eastern Siberia and 
the South of the Tyumen Oblast that were put on production several years 
ago, (iii) new drilling in  Eastern Siberia and (iv) application of  enhanced 
oil recovery techniques and execution of  advanced well interventions 
in brownfields located in Western Siberia and in the Volga region. In addi-
tion, the Prirazlomnoe field located on the shelf of the Pechora Sea was put 
on production in December 2013.

In 2013, Bashneft ranked 7th in Russia in  terms of  its oil production vol-
umes, whereas the Company’s organic growth rate in 2013 was the highest 
among the Russian oil companies - +4.1%. 

Oil Refining in Russia
According to the data of the RF Energy Ministry’s Central Control Admin-
istration of  the Fuel and Energy Complex (CDU TEK), the total refining 
throughput in  the Russian Federation had been growing for three years 
consecutively, and in 2013 it reached 272.5 MM tonnes (+2.5% y-o-y). Thus, 
the share of oil refined in the total volume of oil produced grew from 51.3% 
to 52.1%.

In 2013, Bashneft, whose refining throughput was 21.4 MM tonnes, was 4th 
amongst the Russian oil refiners.

Every type of petroleum product (except jet kerosene) saw a production in-
crease. As to market supplies, growth of export deliveries occurred, where-
as the domestic market sales saw a reduction. According to the data of the 
Federal Agency for National Statistics (Rosstat), the volume of production 
of gasoline reached a record-breaking level of 38.8 MM tonnes (+1.3% 
compared to 2012), and the production of diesel fuel reached 71.5  MM 
tonnes (+3.1% y-o-y), fuel oil – 76.9 MM tonnes (+3.3% y-o-y). The refining 
depth across the Russian oil refining sector, according to the Rosstat data, 
dropped by 0.2% versus the preceding year and reached 71.4% in 2013.

In 2013, the Bashneft refineries accounted for circa 12% of  the Russian 
production of gasoline. The refining depth at  the Bashneft refineries re-
mains the highest in the Russian oil refining industry – 84.7%. 

Crude oil produced by Russia’s largest 
companies, MM tonnes

2011 2012 2013 2013/2012 
change

Rosneft 114.5 117.5 192.6 +1.5%*

LUKOIL 85.3 84.6 86.7 +2.4%

Surgutneftegaz 60.8 61.4 61.5 +0.1%

Gazprom Neft 30.3 31.6 32.2 +1.7%

Tatneft 26.2 26.3 26.4 +0.4%

Slavneft 18.1 17.9 16.8 –5.9%

Bashneft 15.1 15.4 16.1 +4.1%

RussNeft 13.6 13.9 8.8 –36.5%

Others 74.9 77.0 82.2 +6.9%

Total 511.4 518.0 523.3 +1.0%

Source: Central Control Administration of the Fuel and Energy Complex, 
companies’ data.
*Includes organic production growth including TNK-BP for 2012

Crude oil refined by Russia’s largest companies, 
MM tonnes

2011 2012 2013 2013/2012 
change

Rosneft 50.4 50.6 75.8 +3.0%*

LUKOIL 45.2 44.3 45.1 +1.6%

Gazprom Neft1 30.7 31.6 31.3 –1.0%

Bashneft 21.1 20.8 21.4 +3.0%

Surgutneftegaz 21.1 20.6 19.8 –3.8%

Slavneft 14.8 15.3 15.3 0.0%

Tatneft (TANECO) – 7.0 7.6 +8.6%

Others 48.1 52.4 56.3 +7.4%

Total 254.2 265.9 272.5 +2.5%

Source: Central Control Administration of the Fuel and Energy Complex, 
companies’ data.
*  Includes organic refining throughput growth including TNK-BP in 2012.

 
1. Including the Moscow Oil Refinery from 2011 onward 

Our place in the industry
In order to ensure that the Corporate Development Strategy is up-to-date at any time, we continually monitor the 
key drivers and trends within the oil and gas sector, both at the country level, and at international level. 

Global Trends and Outlook
2013 was marked by growing uncertainty in the global power and energy markets, which was caused by the multidirectional, 
and often contradictory, effects of a variety of economic, political and industry-specific factors.

According to the International Energy Agency (IEA) estimates, worldwide oil demand grew by 1.4% in 2013 – up to 91.3 MM bpd. 
The key drivers of the growth were increased oil consumption in China (+3.1%) and the US (+1.7%), whereas Western Europe 
saw a slight reduction in its oil consumption (-0.7%).

In 2013, supplies of  crude oil grew to  91.6 MM  bpd, which was primarily driven by  the production of  tight oil in  the USA 
(+1.1 MM bpd) and Canada (+0.2 MM bpd). At the same time, political instability caused reductions in oil production in certain 
countries in the Middle East and Northern Africa (Libya and Syria). In addition, despite record-breaking daily production at the 
beginning of 2013, Saudi Arabia also reduced its crude production towards the end of the year, which was intended to stabilise 
pricing.

On the back of the above factors, the 2013 average price of Brent dropped by 2.7% - to $108.7/bbl. Throughout the year, the high-
est price level ($118.9/bbl) was recorded in February, whereas the lowest level ($96.8/bbl) was recorded in April. The average 
price of Urals dropped in 2013 by 2.3% - to $108/bbl.

In 2014, no major changes in the oil price are expected to take place; the price is expected to fluctuate between $ 105-120/bbl, 
which should be driven by continuous growth of demand in the USA and China, as well as European countries, subject to a fa-
vorable macroeconomic environment.

GLOBAL OIL PRICES

111.1

111.7

108.7

109.1

110.5

108.0 –2.7%

–2.3%

2011

2012

2013

Brent oil, US$/bbl Urals oil, US$/bbl

Source: Platts.
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Industry position and macroeconomic factorsIndustry position and macroeconomic factors

Ruble Exchange Rate and Inflation 
The annual average rate of the Russian Ruble versus USD dropped to RUB 31.8/USD during 2013. Since revenue generated 
from of oil and products export operations accounts for circa 60% of the cumulative revenue of the Bashneft Group, whereas 
the foreign currency denominated assets and liabilities are well balanced, the drop of the Ruble exchange rate has an overall 
positive impact upon the Company’s financial position. 

In 2013, the Russian Consumer Price Index (CPI) was 6.5%, which overall is in line with the market expectations, as well as the 
previous year’s level. 

RUBLE INFLATION

2011

2012

2013

6.1%

6.6%

6.5%

Source Rosstat

RUBLE TO US DOLLAR EXCHANGE RATE

32.2

30.4

32.7

29.4

31.1

31.8

2011

2012

2013

Ruble/US dollar exchage rate at the end of the period

Average ruble to US dollar exchange rate for the period

Source: Central Bank of the Russian Federation

Domestic Supplies of Petroleum 
Products
In 2013, the dynamics of supplies of motor fuel grades, die-
sel fuel and fuel oil to  the domestic market were multidi-
rectional. According to the Russian Economic Development 
Ministry, the supplies of  motor gasoline grades dropped 
by  0.3% - to  34.4 MM  tonnes, the supplies of  diesel fuel 
dropped by  0.5% - to  35.3 MM  tonnes, whereas the ship-
ments of fuel / heating oil from the refineries grew in line 
with the growth of production, and reached 19.4 MM tonnes 
(+2.6%). The supplies of petroleum products to the domestic 
market totaled 89.1 MM tonnes, which is a 2% increase over 
the previous year. 

Domestic shipments of petroleum products from Russian 
refineries

2011 2012 2013 2013/2012 
change

Motor gasoline, MM tonnes 32.5 34.5 34.4 –0.3%

Bashneft’s shipments, 
MM tonnes 4.14 4.19 4.11 –1.9%

Diesel fuel, MM tonnes 35.9 35.5 35.3 –0.5%

Bashneft’s shipments, 
MM tonnes 2.2 2.46 2.48 +0.7%

Fuel oil / heating oil, MM tonnes 17.3 18.9 19.4 +2.6%

Bashneft’s shipments, 
MM tonnes 1.69 1.87 1.48 –21.1%

Source: Economic Development Ministry, Company’s internal data.

RUSSIAN OIL COMPANIES – 2013 REFINING DEPTH AND LIGHT PETROLEUM PRODUCT yIELD

Source: Central Control Administration of the Fuel and Energy Sector, Company data

Surgutneftegaz Rosneft TNK‐BP Russia Lukoil Gazprom Neft Bashneft

Light yield Refining depth

57%
65% 65%

71% 76%
84% 85%

41% 54% 52% 56% 54% 64% 60%

Petroleum Products Export
According to  the data of  the Federal Customs Service, the volume of  export deliveries of  petroleum products from Russia 
in 2013 amounted to a record-breaking 151.4 MM tonnes, increasing year-on-year by 9.7%. The deliveries to non-FSU (CIS) 
countries amounted to 141.1 MM tonnes in 2013 (+16.7% year-on-year), whereas export to the CIS countries amounted to 10.3 
MM tonnes (-39.3%).

In 2013, Bashneft exported 9.3 MM tonnes of petroleum products. As a result, Bashneft’s share of the total export of petroleum 
products from Russia totaled approximately 6%. 
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Strategy and KPIsIndustry position and macroeconomic factors

Our strategy and KPIs

Strategy
Our strategy is  to be  a  highly effective, dynamically grow-
ing vertically integrated company. This foundation was laid 
in  2010 as  part of  our three-year strategy for 2010-2012. 
We were successful in achieving the goals that were set for 
the Company in  order to  secure our place among industry 
leaders, become a truly integrated player with growing pro-
duction, state-of-the-art refining operations, sustainable 
sales channels and robust financial results.

In accordance with changes to industry-related environment 
factors, tax burden, current market environment, and also 
company-specific development factors, we are updating our 
plans to focus on efficiency and increased competitiveness.

As such, in December 2011, by decision of  the Board of Di-
rectors, the 2012-2016 Strategy was approved. In December 
2012, we updated this strategy and took several new decisions 
to ensure the further growth of Bashneft’s shareholder value 
for the period between 2012 and 2022. In  late 2013, the key 
tenets of the Company’s strategy 2014-2018 were updated. 

Strategic priorities of the Company for the 
next 10 years
Upstream sector: Enhancements of  oil recovery in  brown-
fields through the introduction of state-of-the-art technolo-
gies and improvements to the performance of the technolo-
gies currently in use; continuing the exploration and appraisal 

programme in the Republic of Bashkortostan; an assessment 
of ways to unlock the potential of non-conventional hydrocar-
bons; and the pursuance of new gas projects. Ongoing work 
to establish a new crude oil production hub in the Nenets Au-
tonomous District is also a priority area.

Oil refining sector: Further modernisation and upgrading of 
the oil refining capacity; steps to improve the efficiency of op-
erations, value of the products portfolio and gaining a com-
petitive edge; pursuit of key investment projects in oil refining 
should help completely switch over to production of the Euro-
5 motor fuel grades by 2016, increase the volume of produc-
tion, and completely cease the production of fuel oil and VGO 
by 2019. 

Petroleum products marketing: The Group strategy targets 
further increases of sales of products that yield the highest 
margins, through the integrated development of sales chan-
nels to broaden direct access to consumers and the pursuit 
of niche product sales – jet kerosene, lubricants, bunker fuel 
and bitumen. 

Corporate governance: Further enhancement of  the corpo-
rate governance system; optimisation of  the current organ-
isational structure through the completion of the final stage 
of the reorganisation process. 

HSE: The strategic goal for Health, Safety, Environment and 
Corporate Social Responsibility is the attainment of a leading 
position among Russian oil companies, as well as compliance 
with internationally recognised norms and regulations. 

Taxation
In the oil and gas industry, key mandatory payments include 
the Minerals Extraction Tax (MET), petroleum products excise 
duty, crude export duty and petroleum products export duty.

In 2013, the crude export duty dropped by 0.6% in the wake 
of  a  change of  the average annual price of  crude exported. 
At the same time, the increase of the MET rate totaled 5.2%, 
on the back of an increase of the baseline rate combined with 
fluctuations of the Ruble exchange rate. 

The Government has been taking steps to stimulate crude pro-
duction, as well as capital investments in the sector. In par-
ticular, in 2012 the rate of export duty for crude oil produced 
from tight reservoirs was set at  10% of  the baseline value. 
In 2013, yet another stimulus was introduced – MET decreas-
ing coefficients varying from 0 to 0.8 were introduced, in order 
to be applied to the production of hard-to-recover crude oil. 
Their introduction should help ensure a  differentiated ap-
proach to the calculations of the MET rate, based on the per-
meability of reservoirs, depletion of the field, as well as net 
pay thickness and extension. 

On average, the petroleum products export duty dropped 
by 0.6% during 2013, compared to  the previous year. At  the 

same time, a higher export duty rate on motor gasoline and 
straight-run gasoline persisted, and amounted to 90% of the 
duty on crude oil.

In July 2013, excise duty rates were increased for gasoline 
grades and diesel fuel: 

·  The excise rate amounted to  RUB 8,960/tonne for Euro-4 
gasoline (+4.7% versus the rate that had been effective since 
January 1, 2013), and RUB 5,750/tonne for Euro-5 (+11.8%);

·  The excise rate amounted to  RUB 5,100/tonne for Euro-4 
diesel (+3.4%), and RUB 4,500/tonne for Euro-5 (+3.8%).

In January 2014, excise rates were increased to RUB 9,916/
tonne for Euro-4 gasoline grades (+10.7%), and RUB 6,450/
tonne for Euro-5 grades (+12.2%).

In the latter half of 2013, the country’s tax and customs leg-
islation was amended in order to shift to a stage-by-stage re-
duction of the crude / diesel export duties’ maximum values 
by 2016. At  the same time, an  increase of  the baseline rate 
that is the fixed component of the ultimate crude oil MET rate 
calculations is expected to take place in 2014-2015.

MANDATORy PAyMENTS DyNAMICS

+5.2%

–0.6%

Export duty, RUB/t

2013

MET, RUB/t

2011

2012

4,455

5,066

5,329

12,017

12,570

12,491

Source: Rosstat
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Strategy and KPIs Strategy and KPIs

Segment Tasks as per the 2010-2012 Strategy Implementation status. 2010-2013 ac-
complishments Strategic priorities up until 2018

SALES ·  Development of small wholesale and 
retail sales

·  Broadening access to end consumers

·  Sales of petroleum products to end 
consumers without intermediaries

·  Establishment and promotion of the 
Bashneft brand

·  Reinforcement of export market posi-
tions

·  Volumes of retail sales increased more 
than two-fold

·  The share of retail sales in the total 
domestic sales portfolio doubled and 
reached 13.5%

·  Retail sites network – 485 own sites and 
279 partner sites

·  Growth of retail network between 2010-
2013 grew by 28.4%

·  Network of motor fuel sales enterprises 
in more than 23 regions across Russia

·  Bashneft brand established; re-branding 
programme underway across petrol sta-
tion network

·  Crude export grew to 4.7 MM tons

·  Further develop own sales channels, 
as well as channels under the Com-
pany’s control; improve efficiency of do-
mestic small wholesale and retail sales

·  Further pursue the retail network re-
branding programme 

·  Diversify both domestic and international 
geography of sales

·  Further improve the performance of the 
export operations

CORPORATE
GOvERNANCE
AND
SUSTAINABLE
DEvELOPMENT

·  Perfection of the corporate governance 
system, optimise legal structure, owner-
ship and organisational structure

·  Further improvement of governance 
bodies’ efficiency in JSOC Bashneft and 
its Subsidiaries

·  Improvement of market perception of the 
Company’s activities through disclosure 
of information

·  Assurance of safety and safekeeping 
of the Company’s assets 

· A large-scale restructuring completed – 
the structure of ownership and organisa-
tion significantly simplified
 
·  Divestment of non-core assets (trans-

portation, petrochemistry, services) 
completed

·  Unified Governance Standards intro-
duced in all Group Companies

·  The share of Independent Directors 
in the Board increased to 36%

·  The Health, Safety, Environment and So-
cial Responsibility Committee under the 
Board of Directors, the Audit Committee, 
Finance, Budget and Risks Committee 
of the Board of Directors, Project Assur-
ance Committee established

·  Enhancements to the management of le-
gal and corporate risks introduced

· A new system for proper disclosure 
of information to all target audiences 
created and streamlined: a new Corporate 
web-site created; annual performance 
reports and sustainable development 
reports are published on a regular basis 
in accordance with best market practices; 
a routine for meetings of the Executive 
Management with the investment and 
media communities at conferences, road 
shows and at the Corporate Headquarters 
introduced, including in connection with 
quarterly results reporting

·  HSE management system created and 
duly certified

·  Enhanced corporate structure – comple-
tion of final stage of reorganisation

·  Implement the Functional Strategy for 
the Health, Safety and Environment 
(HSE) area:

1)  Improve the efficiency of the HSE 
management system

2)  Preserve lives and wellbeing of em-
ployees

3)  Ensure occupational safety at hazard-
ous operational facilities

4)  Establish an environment-friendly 
company

5)  Ensure protection of employees 
in emergencies.

·  Further enhance the Integrated HR Man-
agement and Motivation System

·  Further enhance the information dis-
closure system and increase the level 
of disclosure to all target audiences

Segment Tasks as per the 2010-2012 Strategy Implementation status. 2010-2013 ac-
complishments Strategic priorities up until 2018

PRODUCTION ·  Crude production increment

·  Pursuance of major projects

·  Acquisitions of new assets

·  Attainment of crude production and 
refining balance

·  Entrance to international markets

·  In-house crude oil production volume – 
16.1 mln tonnes

·  Oil production growth of 13.6% from 
2010-2013

·  Production within the Trebs and Titov 
Fields Development Project framework 
commenced (C1+C2 reserves) 140.1 mln 
tonnes)

·  5 new licences acquired in the Nenets 
Autonomous District in 2011-2012, along 
with new licences in Bashkortostan

·  Implementation of an E&A Programme 
commenced in Bashkortostan and in the 
licences newly acquired in the Nenets 
Autonomous District 

·  Commercial production started at the 
Afanasiev field in Bashkortostan 

·  Implementation of the Saratovsko- 
Berkutovskoye Gas Fields Cluster  
Project commenced in Bashkortostan

·  E&A programme put together for Block 
12 in Iraq

·  E&A and development rights secured for 
Block ER-4 in Myanmar

·  Sustain production in brownfields 
through application of highly efficient 
EOR techniques and execution of innova-
tive well interventions

·  Further pursue the development of the 
Trebs and Titov fields

·  Complete E&A work in the new licences 
in the Nenets Autonomous District, and 
put them on production

·  Further pursue the large-scale E&A 
programme in Bashkortostan

·  Pursue the acquisitions of new licences 
in the core regions as well as promising 
areas

·  Participate in international projects 

·  Launch Saratovsko-Berkutovskoye gas 
projects

REFINING ·  Confirmation of the technology leader 
position of the Ufa refinery complex 

·  Timely assurance of compliance of prod-
ucts with the requirements of the techni-
cal regulations

·  Modernisation and upgrades of the refin-
ing capacity underway 

·  The Nelson Complexity Index reached 
8.83

·  The refining depth reached 84.7%

·  The yield of light products reached 60.4%

·  Products portfolio updated – the share 
of Euro-4 and Euro-5 motor fuel grades 
grew to 54% (11% in 2010)

·  Further pursue the modernisation and 
upgrades programme; maintain the 
leading positions in the field of technol-
ogy and processes in terms of refining 
depth and the Nelson Index

·  Completely switch over to Euro-5 by 2016

·  Further improve the refining depth and 
increase light yields 

·  Bring on stream a delayed coker unit 
to cease production of heating oil
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Corporate budget

Strategy and KPIsStrategy and KPIs

Key KPIs of business segments

 OPERATIONAL RESULTS PROjECT RESULTS

Upstream

Oil production Development of the Trebs and Titov field

Growth in hydrocarbon reserves Development of the Saratovsko-Berkutovskoye group of gas condensate fields

Cost of oil production Bashkortostan, complex E&A project (oil and gas)

Development of licence areas in the Nenets Autonomous District

Development of international projects - Iraq 

Refining and sales

Production of Euro-5 grade fuels Construction of a hydrogen unit at Bashneft-Novoil 

Export of oil and oil products Launch of naptha hydrotreater and catalytic cracking unit at Ufa Refinery 

Cost of crude refining Implementation of an energy efficiency program at Bashneft’s refineries

Pumping per petrol station Implementation of the rebranding programme at Bashneft’s network of petrol stations

Activity-based KPIs have been agreed upon for business support divisions. The key objective of business support divisions is to 
facilitate the needs of operational divisions in achieving their goals. Additionally, each executive is responsible for developing 
HSE systems for their own divisions, which are assessed by a set of separate KPI metrics.

Cascading of KPIs

The KPI System is based upon the cascading principle. Corporate strategy is cascaded to the streams, structural units and 
subsidiaries. The KPI’s get aligned with the managerial levels they are cascaded to: the Company – corporate headquarters – 
branches and subsidiaries. 

KPIs of Branches and Subsidiaries

KPIs 
of the President

TSR

KPIs of Corporate 
HQ Structural Unit managers

KPIs 
of Business 

Blocks 
and Streams 

Executives

KPIs 
of Business 
Function 
Executives

Quarter/Year

1 year

3 yearsTDI (Corporate KPIs)

Stream Strategies 
(Upstream & Downstream)

Corporate Strategy

Functional strategies 
and Core Business 
Support Functions’ 
Action Plans 

Business plans 
for subsidiaries 
and affiliates

Long-term Executives 
Incentivation 
Programme (LTI)

Short-term 
incentivation 
of Top Executives

Key Performance Indicators 

Key Performance Indicators System (KPI)

In order to  assess the efficiency of  performance in  the at-
tainment of  the Company’s goals, in  2009 the Company in-
troduced a  comprehensive system of  JSOC Bashneft KPIs, 
which we continually look to refine to be fully aligned with our 
managerial tasks and goals.

The main objectives of the JSOC Bashneft KPI system are: 

·  Synchronisation of the Company’s goals and objectives with 
the goals and objectives of the Business Division Executives, 
managers of other units within the Company, as well as Ex-
ecutives of the Company’s Subsidiaries; 

·  Alignment of actions on the part of all the Corporate Streams 
and Subsidiaries in order to deliver the strategic and opera-
tional goals; 

·  Incentivizing employees for continuous business improve-
ments; 

·  Motivation of Executives for efficient pursuit of their respec-
tive strategic tasks. 

KPIs Definition

When defining KPIs for the Company, we apply best practices, 
in order to ensure our KPIs are in line with the “SMART” cri-
teria (Specific, Measurable, Achievable, Relevant and Time-
bound).

The KPI System is  based upon the interconnection of  stra-
tegic goals and key projects pursued by  the Company with 
its budget parameters, concrete measures throughout the 
business chain – from Corporate centre managers to regular 
Company employees. 

In drawing up the KPI system with specific values, we have fo-
cused on a number of general operational parameters of the 
Company as a whole, but also on on separate business divi-
sions and administrative blocks. 

1. TDI
2.  Strategic goals and 

key projects

3.  Budget 
parameters

Corporate Strategy

Catalogue of busi-
ness processes; 
organisational 
structure; Staff 
List

4.  Business 
processes and 
organisational 
structure; 
functionality

KPIs
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Strategy and KPIs Strategy and KPIs

Use of KPIs for Analysis of the Company’s Performance

The Company conducts regular analyses of its performance, based upon the data from monitoring KPIs’ delivery. The analyses 
are conducted in order to:

·  Assess the status of pursuit of the Company’s strategic goals at a particular time;
·  Measure and analyse the efficiency and effectiveness of actions taken by management in order to pursue the attainment 

of strategic goals; 
·  Render adequate remuneration to the Top Executives; 
·  Further improve the performance of the business, as well as the efficiency of the KPI system.

The monitoring is conducted on a quarterly and annual basis. The objective of the quarterly monitoring is interim control and 
supervision of the progress on achievement of the key performance indicator targets and, if required, introduction of timely 
corrections to the relevant action plans and projects in order to achieve the annual performance targets. The annual monitor-
ing is conducted in order to analyse the achievement of annual targets, strategic goals of the Company, and render adequate 
remuneration to the Top Executives. The results of annual monitoring and reviews are the basis for definition and approvals 
of next year’s targets and action plans. 

Based on the outcome of the monitoring, the Business Leaders review and analyse the current commercial and operational 
performance, as well as efficiency of managerial processes, projects and actions.

·  KPI Delivery Report 

·  Performance analysis

·  Managerial decisions: corrections 
to action / project plans

·  Annual KPI delivery report

·  Performance analysis

·  Remuneration to Top Executives

·  KPI Delivery Report 

·  Performance analysis

·  Managerial decisions: corrections 
to action / project plans

·  KPI Delivery Report 

·  Performance analysis

·  Managerial decisions: corrections 
to action / project plans

Q1 KPI 
delivery 

monitoring

Annual KPI 
delivery 

monitoring

Q2 KPI 
delivery 

monitoring

Q3 KPI 
delivery 

monitoring

KPI types

From the standpoint of accountability for their delivery, KPIs are split into two groups:

·  Corporate KPIs (or financial KPIs) reflecting financial activities of the Company. The Corporate KPIs are defined based upon 
the principle of consolidated accountability of the staff of JSOC Bashneft and its Subsidiaries;

·  Functional KPIs, i.e. indicators whose delivery can be affected by an employee through his/her activities; divided into opera-
tional and project-based.

Corporate KPIs are chosen from among the key financial metrics that establish the Company’s valuation.

Operational KPIs are those that relate to the Company’s operational results, i.e. production, refining, sales volume etc. Achiev-
ing operational KPIs makes it possible to achieve Corporate KPIs.

Project-based KPIs are those that relate to implementing concrete Company projects. Implementing projects ensure opera-
tional KPIs are met.

The ratio of  the corporate and functional components within the comprehensive performance assessment system depends 
on the position and pay grade of any given employee.

Structure of an executive’s standard KPIs set 

Corporate KPIs 

EBITDA

·  KPIs that reflect the 
achievement of overall 
financial results by the 
Company.

·  Selected from the TDIs 
affecting the growth 
of the Company’s 
equity value over 
a particular period. 

· As per the 
Consolidated 
Accountability principle, 
are applicable and 
valid for the entire staff 
of the Company and its 
Subsidiaries.

Operations-related KPIs (2-4 indicators) 

·  KPIs that reflect the achievement of financial and 
operational goals by the Streams (Upstream and 
Downstream) or Functions. 

·  Set for Top Executives based upon the ability 
of the latter to affect the achievement of results 
or deliverables.

·  Functional KPIs can be volumetric, price-related, 
or relative (incl. qualitative). 

·  The target values of volumetric and price-related 
KPIs and approved as parts of the corporate budget.

·  The actual values of the KPIs are incorporated in the 
managerial reporting. 

·  The delivery of qualitative KPIs is assessed in points 
versus pre-set criteria. 

Projects-related KPIs

·  KPIs that reflect the 
efficiency of implementation 
of strategically important 
projects and action 
programmes. 

·  Assessed based upon the 
achievement of project goals 
and objectives.

·  The source of target values 
for project-related KPIs is the 
Company’s Business Plan 
or a Project’s schedule. 

·  The source of actual values 
is the managerial reporting, 
as well as Project Progress 
Reports. 

Functional KPIs
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RISK MANAGEMENT – ORGANIZATIONAL STRUCTURE 

Bashneft systematically assesses possible risk events when implementing current investment projects and conducting opera-
tions. The impact of potential events is assessed from two points of view: probability and the degree of negative impact (the 
amount of damage).

The outcome of such assessments is the basis for the ranking of risks from the standpoint of their potential impact upon the 
activities of the Company. Risks are divided into three levels of managerial decision-making: the ‘Management Board’, the ‘Risk 
Committee’, and ‘Line Management’.

The objective of risks ranking and prioritisation is the identification of the most crucial risks and prioritisation of risk manage-
ment actions for the period under review. 

Board of Directors/Management
Approval of risk management strategy

Board Committee on Finance, Budget
and Risk Management

Carries out Risk Control procedures

Accountability

Accountability

Risk Passport

Information Information

Risk Passport

Accountability

Risk Management Committee
Approves Risk Register and Mitigation 

Plans

Risk Management Centre
(reports to VP for economics and finance)

·  Risk management database
·  Corporate risk register
·  Risk impact appraisal and modelling 
·  Preparation of risk management report

At-risk parties 
(JSOC Bashneft)

At-risk parties 
(JSOC Bashneft)

Management

Business management risks

·  Responsible for certain risk 
management activities

·  Branches, subsidiaries and 
affiliates

·  Responsible for certain risk 
management activities

·  Branches, subsidiaries and 
affiliates

Operational risks

Managers of major projects

Our risks
How we manage risk
The Group’s operations may face external and internal opera-
tional risks. Bashneft takes all possible measures for monitor-
ing and preventing risk, and this is one of the most important 
tasks for the Company.

We perform regular monitoring of  potential risk events and 
take measures to  prevent their materialisation. In  instances 
when such materialisation is inevitable, we take all necessary 
action in order to mitigate the potential negative repercussions.
 
The contemporary oil and gas industry Bashneft is a part of, 
is affected by a variety of different factors. In order to correctly 
assess and respond to their cumulative impact upon its activi-

ties, the Group needs a well thought through and efficiently ap-
plied risk management system.

In order to improve the efficiency of the risk management pro-
cesses, we apply the Integrated Risk Management System. The 
System was developed and put into practice in 2010, with the 
engagement of a “Big Four” consulting firm, based upon the 
commonly accepted conceptual models of risk management, 
put together by  the Committee of  Sponsoring Organisations 
of  the Treadway Commission (COSO ERM) and summarised 
in the “Enterprise Risk Management – Integrated Framework” 
document.

BASHNEFT RISK MANAGEMENT PROCESS – KEy STAGES

The Company’s goals, objectives and concepts in the field of risk 
management are delineated in the Corporate Policy titled “Inte-
grated Risk Management”.

The integrated risk management action takes place at each level 
of the Company’s management, and is an integral part of the cor-
porate management. The current risk management system helps 
the Company strive to achieve specific strategic goals with the 
cumulative level of risks that is acceptable to its stockholders and 
the Management. 

The Integrated Risk Management System infers quarterly defini-
tion and implementation of steps and measures in order to: 
·  Identify risks relevant to  JSOC Bashneft, and review them 
in a systemic manner; 

·  Assign ownership of the risks and accountability for their man-
agement; 

·  Put together action plans in  order to  respond to  the existing 
risks; control the execution of the plans; 

·  Monitor the risks along with the efficiency of their management; 
·  Accumulate expertise in  the field of  integrated risk manage-
ment; 

·  Submit reports upon the management of risks.

When managing its risks, the Company applies an integrated ap-
proach: the entire range of current risks is  taken into account, 
along with specific features of  the Group’s organisational and 
geographical structure. The JSOC Bashneft Risk Management 
and Insurance Department coordinates the risk management 
activities of the Group’s units and divisions, and ensures due ac-
count of mutual impact of risks owned by different Group units. 
The Department also maintains a  unified information channel, 
in order to keep the Executive Managementinformed on the entire 
range of the Group’s risks, in order to assure the completeness, 
quality and comparability of information provided for managerial 
decision making. 

Risk
 identification

Risk 
reporting

Risk 
management 

actions definition

Risk control 
and monitoring 

of risk 
management 

processes

Risk
 assessment
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RISK ANALySIS

 For more information, please refer to the “Key Risk Factors” section in appendices.

Risk analysis

Country-related and regional risks

Industry-specific risks

Financial risks

Legislative risks

Operational risks

Risks related to Russia’s investment climate

Risks related to foreign projects

Risk of lower prices for oil and oil products

Inflation risk

Risks related to changes in currency regulations

Environmental risks

Risks related to dependence on transport monopolies 

Currency risk

Risks related to tax legislation

Risks related to occupational health and safety

Risks related to competition in the sector

Interest rate risk

Risks related to customs and duties rules

Investment risks

Risks related to exploration activities

Liquidity risk

Risks related to anti-monopoly legislation

Risks related to legislation on licensing and mineral extraction

RISK MANAGEMENT METHODS

At present, the list of key risks includes country-specific, regional, industry-specific, financial, legislative and operational risks.

Avoidance

Cu
m

ul
at

iv
e 

ris
k

Mitigation

Transfer 

Acceptance

Avoidance of a risk 
through cancellation 
of certain actions and/
or projects that are 
constitute high risks

Risk retention with active 
impact of the Company 
upon the risk

Preventive reduction 
of risk event likelihood 
and mitigation of potential 
losses and damages 
of such event. 

Transfer of risks 
to external parties 
through usage of (re-)
insurance, hedging, 
outsourcing and other 
alternative tools of risk 
transfers

Residual risks

Assumption of a risk with 
no impact upon it

The Bashneft Group uses a variety of different methods to manage risks it identifies:

Risk avoidance, i.e. withdrawing from a risky project;

Risk mitigation, i.e. taking preventive measures to either prevent the risk in full or to 
reduce the severity or likelihood of potential losses or damages; 

Risk transfer, when the risk is mitigated by way of its transfer to a third party (insur-
ance programmes etc.);

Risk assumption, when losses are covered using the Group’s own funds.
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Health, safety and environmentHealth, safety and environment

Making HSE management more 
efficient
In 2013 we implemented several key projects aimed at im-
proving HSE management at Bashneft.

Certifying the HSE management system to 
international standards

We successfully completed a project to introduce an integrat-
ed, company-wide management system for health and safety, 
and the environment, and brought it in line with the interna-
tional standards.

The British Standards Institution awarded Bashneft the Oc-
cupational Health and Safety Certificate OHSAS 18001 and 
Environmental Management Certificate ISO 14001.

This certification covers all Bashneft’s facilities and all of its 
key business processes.

Improving transparency

Bashneft was the first Russian company to become a member 
of International Petroleum Industry Environmental Conserva-
tion Association (IPIECA) and also joined the International As-
sociation of Oil and Gas Producers (OGP).

Membership in  these associations imposes numerous obli-
gations on Bashneft, such as reporting any incidents relating 
to production, the environment, and social problems, in line 
with international norms. The Company is currently adopting 
these reporting standards.

Occupational safety
We recognise our responsibility to provide safe working con-
ditions and have introduced a  raft of  measures that focus 
on protecting our employees’ health and safety, reducing the 
number of  workplace accidents and reducing the number 
of positions that involve hazardous working conditions.

Largely due to the impact of measures we took, in 2013 the 
occupational injury rate included in the Company’s KPIs has 
been reduced by 17%.

On-site safety
Our work to safeguard a high level of occupational safety in-
cludes activities in two main areas:
·  Implementing a targeted programme to improve pipeline re-

silience for 2013-2017 that aims to  minimise the negative 
impact on  the environment and reduce output loss by  re-
ducing incidents of equipment failure and reducing the risk 
of pipeline-related accidents.

·  Facilitating occupational safety at all the Company’s sites.

Environmental protection
The company’s environmental protection policy operates in 
three main areas: protecting the atmosphere, protecting wa-
ter resources, and preventing land pollution, and waste dis-
posal.

In 2013, under an  agreement signed with the government 
of the Republic of Bashkhortostan on air pollution, the Com-
pany implemented a  project to  modernise its facilities with 
the goal of reducing harmful atmospheric emissions and lim-
iting and monitoring air pollution. We continued to implement 
the Targeted Programme on gas to bring the level of APG re-
use (utilisation) up to the expected standard of 95 percent.

We also implement a stringent water efficiency policy. A wa-
ter reuse and recycling system has been introduced at  oil 
fields, and industrial wastewater is disposed of by pumping it 
into productive or absorbant layers.

The company is  implementing measures to reduce the con-
tamination level of Bashneft’s industrial wastewater. In 2013 
the company launched renovation work on  biological treat-
ment facilities at  Ufa refinery complex in  conjunction with 
General Electric. The introduction of  the industry’s finest 
wastewater disposal technologies will ensure its water meets 
the standards set out in  the most stringent environmental 
protection laws.

Bashneft is continuing work to recycle oil sludge and to elimi-
nate oil sludge pits. The company is taking measures to  in-
stall thermal sludge processing facilities, which will comply 
with the highest international ecological standards while also 
delivering secondary energy resources.

 
2. Updated and approved in a new format in March 2013.

Our achievements in HSE
Safety is our main priority. We pay the utmost attention 
to questions of health, safety and environment – and 
have a dedicated committee at the Board of Directors 
level that includes three independent directors.

Our HSE policy is  in full accordance with the func-
tional strategy implemented in  20122 and is  focused 
on achieving our strategic goals of maintaining Bash-
neft’s leading HSE position among Russia’s energy 
companies, and adhering to the relevant international 
standards in this area.

Functional strategy performance indicators are an  in-
tegral part of  the company’s approach to  monitoring 
efficiency and KPIs, and meeting goals has an  impact 
on employee remuneration for management and staff 
alike.

Our main focus is  increasing HSE management effi-
ciency, safeguarding employees’ health and safety and 
reducing the negative impact on the environment. 

joining OGP and IPIECA marked another step 
by Bashneft towards refining its management 
systems and improving the efficiency of cor-
porate HSE and social responsibility practices. 
By participating in  these associations, Bash-
neft has gained access to the latest practices 
and leading expertise in these areas, and the 
Company can now integrate best practice from 
leading global oil companies into its own day-
to-day activities.

Randall Gessen
member of the Board of Directors 

and Chairman of the HSE Committee

”

  For more information on health, safety and environment (HSE) see 
Bashneft’s Sustainability Report for 2013
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Personnel and social programmesPersonnel and social programmes

Participation in community life 
(social and charitable programmes)
Supporting the local community is  an integral part of  what 
we do, particularly in those places where we have a presence. 

Charity and social responsibility 
are key priorities for the Company, 
alongside our economic performance. 

We strive to carry out our activities in an organic, sustainable 
way, providing opportunities for future generations and future 
markets.

As a major employer and taxpayer, the Company plays an im-
portant role in developing those regions in which it operates, 
the main one being Bashkhortostan. Bashneft’s industrial 
and business operations have a significant impact on the re-
gion’s economy, accounting for over half of the gross regional 
product. JSOC Bashneft is the leading taxpayer in the Repub-
lic of Bashkhortostan, its tax contributions make up over half 
of Ufa’s budget and represent a significant contribution to that 
of Bashkortorstan. As the Company expands its activities into 
new regions, Bashneft’s management will ensure it continues 
to implement a targeted policy to preserve current tax flows 
to the core region of its operations.

As a responsible subsoil licence holder and employer, Bash-
neft responds to  the local community’s needs, and plays 
an active role in the economic and cultural development of all 
those areas in which it operates. It  looks after the environ-

ment, treating it as a home for future generations. The Com-
pany works in close cooperation with representatives of  the 
local community, providing direct assistance to the commu-
nity – including financial assistance.

As part of its corporate social responsibility policy, Bashneft 
offers a broad range of social programmes in education, lo-
cal infrastructure development, social projects, and private 
donations. 

Bashneft has been working in these areas, in conjunction with 
those who receive charitable assistance through the follow-
ing: 

·  Implementing the agreement on  socioeconomic coopera-
tion with regional administrations in  those areas in  which 
the company operates. Funding is provided through the AFK 
Sistema Charitable Foundation or directly;

·  Implementing independent charitable projects set up by the 
company and its subsidiaries. The decision to  participate 
in these projects was made by the Company’s Charity Com-
mittee.

·  Programmes including educational development, art, and 
sport are all implemented by the Company’s Corporate cen-
tre. These programmes aim to support talented children and 
young people.

The Company also supports and fosters the volunteer move-
ment in all of its charitable activities.

  For more information on our participation in community, life and charitable 
activities, see Bashneft’s Sustainability Report for 2013.

Headcount and personnel structure
Bashneft employs approximatey 28,000 people as  of year end 
2013.

In terms of  labour division, most are employed in  production 
while 4% have administrative roles.

In terms of age structure, 20% of workers are under 30 years 
old. We attract young professionals by offering development and 
training opportunities. The average age of Bashneft employees 
is 40.5 years old. The share of women among the Group’s  em-
ployees amounts to 38%. At JSOC Bashneft women account for 
46%, and in management roles3 18.5%.

The rate of staff turnover in 2013 was 4.5%, reflecting our efforts 
to create decent working conditions and provide career develop-
ment opportunities for our people.

Bashneft’s remuneration plan is based 
on the principle of ensuring every 
employee receives a competitive and 
fair wage. 

In  2013 the average monthly salary for a  Company employee 
neared 56,000 Russian rubles, almost two and a half times high-
er than the average salary in the main region where we oper-
ate – the Republic of Bashkhortostan.

We actively invest in  the training and development of our em-
ployees. Total amount of educational programmes of all focus 
areas for the Group (excluding service companies) exceeded 
100,000 course-hours in 2013.

Benefit package
Bashneft’s Labour Agreement offers an enhanced social and 
benefit package, above and beyond what is required by law.

Bashneft co-finances the costs of preventative medical care, 
staff holidays, provides various forms of financial assistance 
to pensioners, and also organises kids’ camps for employees’ 
children. Furthermore, company employees enjoy voluntary 
health insurance and insurance against accidents in  the 
workplace. We make healthcare and accident prevention a key 
priority. Alongside our work to make the workplace less haz-
ardous, we also organise medical examinations, and if neces-
sary provide medical treatment in hospitals. In 2013 Bashneft 
launched a  large-scale programme to fight one of  the main 
illnesses our employees face today: cardio-vascular disease. 

  For more details about personnel and social benefits, see Bashneft’s Sus-
tainability Report for 2013.

Developing corporate culture
Bashneft is  building and putting in  place a  corporate cul-
ture focused on achieving our common goals, and governed 
by the principles of mutual respect and cooperation, regard-
less of  position, gender or  any other factor. By  “corporate 
culture” we mean a system of values, beliefs and behaviours 
embraced by the majority of our employees.

Our efforts to develop corporate culture are focused on form-
ing an environment of shared moral and spiritual values, and 
on  creating a  friendly, tolerant, and calm atmosphere that 
employees find conducive to  their joint work to  achieve the 
company’s goals. 

  For more details on the development of corporate culture, see Bashneft’s 
Sustainability Report for 2013

Our personnel and social programmes 
People are our key asset and our main competitive advantage. We build partnership relations with our employees 
and recognise our responsibility to provide decent salaries, opportunities for job progression, and working condi-
tions that are both comfortable and safe.

We build relationships with our employees based on individual employment contracts, and a Labour Agreement 
developed in line with best Russian and international practice that uphold the standards of equality, fairness, and 
transparency in dealing with all our people. The new Labour Agreement, introduced as part of the restructuring 
initiative in 2013, reinforces our original position and goes even further, expanding package of social benefits on of-
fer to our employees – improving living conditions for them and their families. 

Interaction with employees is rooted in the principles of mutual respect and consideration for all parties’ opinions. 
The company has approved a package of documents aimed at preventing improper conduct, discrimination, cor-
ruption, and the violation of equal rights and opportunities.

To find out more about our code of ethics, policies on the eradication 
of corruption and more internal company documents, visit our website: 
http://www.bashneft.com/shareholders_and_investors/charter/ 

 
3. Including middle and upper management

http://www.bashneft.com/shareholders_and_investors/charter/
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THE ART OF EFFICIENT 
PRODUCTION

We believe that there is  potential for 
growth in  the Republic of  Bashkor-
tostan, and that this potential may 
be significant. I’m absolutely confident 
that we can find new reserves that will 
enable us to not only maintain current 
levels of oil production, but also poten-
tially increase it.

Yuri Krasnevsky
Member of the Management Board 

Vice President, Geology and Development

”
Licensing, geological exploration and reserves
Expanding our resource base

Licensing
Expanding our resource base and securing growth in produc-
tion volumes are among our core objectives. As  part of  our 
strategy we are expanding our drilling licence portfolio in the 
key regions of our operations.

In 2013, Bashneft increased its E&P licences of all categories 
increased from 231 to 242. One of the more notable additions 
to our portfolio was the Group’s victory in the auction for the 
Astashevsko-Sosnovsko-Nazarovsky subsoil area in  the Re-
public of Bashkortostan.

In addition, 9 licences were transferred to the Company from 
acquired and previously owned subsidiaries. We aslo obtained 
four licences through acquisitions: for the Sabirovskiy (LLC 
Garsar), and Arkaevskiy subsoil areas, as well as the Zhukovs-
koye and Kazachkovskoye oilfields (LLC Mobel-Neft). 

We took on  five more licences that were transferred from 
our affiliates LLC Zirgan, LLC Geoneft and LLC Bashmineral 

to Bashneft (Dachno-Repinskoye, Terekliskoye, Vasilovskoye, 
Fedorovskoye and Shakshinskoye). 

Licences for the Urazbaevskiy and Pozdnyakovskiy subsoil ar-
eas were granted on a non-tender basis for geological studies.

The licences that we hold are of comfortable duration and en-
able us  to plan long-term projects with confidence. In 2013, 
licences for 16 licence areas were extended, and we  filed 
applications with subsoil management authorities to  renew 
a further 52 licences set to expire in 2014-18. We do not expect 
any difficulties related to the renewal of these licences.

Bashneft strives to work in strict compliance with all of its li-
cence obligations and maintains high standards of responsi-
bility as a subsoil user. 

The Group’s long-term strategy focuses on continuing to ob-
tain new liceneces in order to add more geological exploration 
and production projects, and we also plan to continue partici-
pating in auctions for development licences.

Changes in licences held *

Category As of end-2012 Obtained 
at auctions

Obtained on 
non-tender basis Revoked As of end-2013

Production of oil and gas 196 7 203

Prospecting and evaluation for oil and gas 11 3 14

Geological research, exploration and production of 
hydrocarbons 24 1 1 1 25

 
* Figures are presented excluding licences belonging to affiliate companies in connection with changes made to the format of licence information disclosure in 2013.
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Geological exploration
Bashneft pursues a  systematic, integrated approach to  its 
geological exploration activity. Our priorities are efficient use 
of  natural resources combined with strict compliance with 
environmental safety standards and extensive use of modern 
technology.

Bashkortostan and the Nenets Autonomous District are our 
principal regions for geological exploration.

Republic of Bashkortostan
Bashkortostan remains the Group’s traditional operating re-
gion, and we are making considerable efforts to further de-
velop its resource potential. We are actively conducting addi-
tional exploration of reserves, developing difficult-to-recover 
reserves and studying the potential of unconventional reser-
voirs.

In Bashkortostan, the Group operates fields that have been 
exploited since the 1930s or 1950s. While structural drilling 
– an outdated method of preparing for exploration drilling – 
has been quite extensive (one well per 3.8 sq km), the region 
has not been thoroughly studied through 3D seismic survey-
ing and deep exploration drilling. 3D seismic surveys have 
covered a considerably smaller area than in the neighbouring 
regions of Orenburg and Tatarstan.

In 2013, the Group continued its Comprehensive Geological 
Exploration Programme Through 2024 in Bashkortostan. The 
programme focuses on expanding its resource base by con-
ducting geological exploration in areas of Bashkortostan that 
have not yet been thoroughly explored, and at unconvention-
al reservoirs. In 2013, Bashneft spent about RUB 1.7 billion 
on this programme (drilling, seismic surveys and capital con-
struction).

In 2013, 3D seismic surveying of 1.5 thousand sq km resulted 
in  the preparation and classification of  three promising for-
mations with total C3 oil reserves of 2.2 million tonnes and 
the discovery of  five structures with undiscovered potential 
resources of 3.5 million tonnes.

Bashneft carried out 25 thousand metres of deep exploration 
drilling (net of subdrilling for additional exploration) in Bash-
kortostan in 2013. We drilled 12 wells, and constructed a fur-
ther 13 wells, eight of which produced commercial oil flows.

Drilling resulted in the discovery of seven oil and gas depos-
its with total С1 oil reserves (under the Russian classifica-
tion) totalling 672 thousand tonnes, and one gas and oil field 
(the Avadeiskoe field) with С1 oil reserves (under the Russian 
classification) of 170 thousand tonnes, C2 oil reserves of 270 
thousand tonnes and 125 million cubic metres of C2 gas re-
serves in gas caps. Commercially oil-bearing areas included 
terrigenous sediments in  the Bobrikovskian horizon (where 
open-hole testing resulted in oil flow of 20.4 cubic metres per 
day) and carbonate rock in  the Vereya horizon (with oil flow 
of 10.9 cubic metres per day).

Nenets Autonomous District
Nenets Autonomous District is  promising and strategically 
important for Bashneft, as  it is home to the Trebs and Titov 
fields, which underpin the creation of a new resource base. 
In  2013, the large-scale geological exploration programme 
underway at  the Trebs field included the drilling of  two ex-
ploration wells with a total depth of 8.8 thousand metres and 
3D seismic surveying of 0.9 thousand sq km. In addition, old 
wells have been reactivated.

Following exploration drilling, С2 reserves were reclassified 
into С1 reserves and a new oil pool was discovered in the D1-
II bench sediments, producing a total increase in С1 reserves 
of 1,591 thousand tonnes.

After the re-interpretation of 2D seismic survey findings, five 
structures with total oil reserves of 15.1 million tonnes were 
prepared for deep exploration drilling.

In 2013, field seismic surveying covered the Vostochno-Padi-
meisky and Savatinsky licence areas (400 sq km 3D) and the 
Sibiryaginsky licence area (322 linear km 2D), and 2D seismic 
archives covering 4,731 linear km were reprocessed and rein-
terpreted. This work is set to be completed in 2014.

  For more, see Operating Results: Trebs and Titov Fields.

Licences by operating region*

Production of oil and gas Prospecting and evaluation 
for oil and gas

Geological research,  
exploration and production  

of hydrocarbons

At year end 2012 2013 2012 2013 2012 2013

Bashkortostan 192 198 11 14 17 18

Nenets Autonomous District – – – – 6 6

Republic of Tatarstan 1 1 – – – –

Khanty-Mansi Autonomous District (Yugra) 3 3 – – – –

Orenburg Region – 1 – – 1 1

Total 196 203 11 14 24 25

 
* Figures are presented excluding licenses belonging to affiliate companies in connection with changes made to the format of license information disclosure in 2013.

NEW ExPLORATION AND PRODUCTION AND 
ENvIRONMENTAL PROTECTION TECHNOLOGIES

Our success at the Khasanov licence area makes a compelling case that 
further seismic exploration in Baskortostan holds real promise. Despite 
the fact that four exploration wells did not find oil, the Company’s special-
ists undertook a comprehensive analysis of 2D seismic data and then used 
parametric drilling at the upper part of the cross-section and discovered 
on the first attempt a reservoir with unique permeability.

Yury Krasnevsky
Member of the Management Board, 

Vice President, Geology and Development

”

Bashneft makes active use of advanced 3D seismic surveying technologies 
to improve the efficiency of its exploration projects through more precise 
placement and targeting of exploration wells
In December 2012, the use of modern seismic surveying methods re-
sulted in the discovery of a new oilfield at  the Khasanovsky licence 
area in Bashkortostan. Following the testing of two exploration wells, 
recoverable C1+C2 oil reserves of  the new oilfield were estimated 
at 3.8 million tonnes. The field was named after Vladimir Afanasyev, 
a former chief geologist of Bashneft.

In December 2013, Bashneft launched commercial production at the 
new oilfield ahead of  schedule. The operating well stock included 
seven wells with total oil flow of over 470 tonnes per day. Accumulat-
ed oil production for the period from the start of well testing to year-
end was 170 thousand tonnes.

Field development included the drilling of  four horizontal produc-
tion wells and the construction of  two multiple-well platforms with 
automated group metering stations, a 16-km delivery pipeline to the 
Kalayevo booster pump station and other field infrastructure.

All field development projects are carried out with a view to  cre-
ate minimal environmental impact, which involved the construction 
of raised well bases and the directional drilling of a pipeline 15 me-
tres below the bed of the Ik river. 

The Afanasyev field-development programme includes drilling of new 
horizontal wells, construction of a preliminary water-discharge unit 
and system to maintain formation pressure, as well as development 
of oil transportation and treatment infrastructure at the neighbouring 
Kalayevskoye and Mustafinskoye oil fields. 

In addition, the geological exploration plan for 2013-14 includes 3D 
seismic surveys of nearly 70 sq km of the Khasanovsky area and the 
drilling of an exploration well to support enhanced evaluation of field 
reserves.
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Plans for 2014

In 2014, we plan to increase 3D seismic surveying to 4.8 thou-
sand sq km, including 3.2 thousand sq km in Bashkortostan 
and 1.5 thousand sq km in Nenets Autonomous District. Ex-
ploration drilling in all regions will total 50.7 thousand metres.

In 2015 and over the next two to three years, we plan to main-
tain high levels of seismic surveying to support the placement 
of exploration wells and new production wells.

Group key geological exploration metrics 

 2011 2012 2013

Deep exploration drilling4, thousand metres 29.0 27.4 33.8

Bashkortostan 24.8 18.9 25.0

Nenets Autonomous District 4.2 8.5 8.8

Wells drilled5, units, including: 14 10 14

Bashkortostan and Orenburg Region 13 8 12

Nenets Autonomous District 1 2 2

Wells completed, units, including: 7 11 15

Bashkortostan 7 10 13

including productive wells 3 8 8

Nenets Autonomous District – 1 2

including productive wells – 1 2

Seismic survey, including:

2D, linear km – – 347

3D, sq km 265 922 2,759

Bashkortostan 265 304 1,468

Nenets Autonomous District (Тrebs & Тitov 
fields) – 618 891

Nenets Autonomous District (five new areas) – – 400

Fields discovered – 1 1

Oil & gas pools, units 2 11 8

Prospective formations, units 9 4 8

Total oil reserves of prepared formations, 
thousand tonnes 7,069 3,925 17,335

Reserves
We have been extremely successful in our efforts to expand 
the resource base, with a reserve replacement ratio of 133.7% 
during 2013.

According to  an independent audit conducted by  Miller and 
Lents, reserves assessed under the PRMS classification, 
as of 31 December 2013, Bashneft Group had proved reserves 
of  2,045.3 million barrels of  oil, up  1.9% year on  year. 3P 
(proved, probable and possible) reserves increased by  1.4% 
year on year to 3,236.8 million barrels of oil. The audit of the 
Trebs and Titov fields was limited to the test production proj-
ect; proved reserves were estimated at 21.3 million barrels 
of oil and 3P reserves at 81.9 million barrels6. Bashneft’s re-
serves-to-production ratio was 18 years. 

Oil reserves of the Company7, million barrels

As of 31 
December 

2011

As of 31 
December 

2012

As of 31 
December 

2013

Change, 
2012-13, %

Proved reserves 1,983.5 2,006.8 2,045.3 +1.9%

Probable reserves 420.3 528.3 528.7 +0.1%

Proved and probable 
reserves 2,403.8 2,535.1 2,574.0 +1.5%

Possible reserves 582.5 657.4 662.8 +0.8%

Probable and pos-
sible reserves 1,002.8 1,185.7 1,191.5 +0.5%

Total reserves 2,986.3 3,192.5 3,236.8 +1.4%

Key drivers of  the increase in proven reserves included the 
auditor’s confirmation of the effectiveness of geological and 
engineering operations at  the wells and the reservoir pres-
sure maintenance system at  mature fields, the start of  oil 
production at the Trebs and Titov fields and a favourable pric-
ing environment.

 
4.  Net of subdrilling for additional exploration. Exploration drilling including subdrilling – 

39.5 thousand metres in 2013.
5.  Net of subdrilling. The number of wells drilled, including subdrilling – 24 in 2013.
6. Barrel/tonne conversion factor of 7.45
7. Barrel/tonne conversion factor of 7.11

RESERVES AUDIT DATA

As of  31.12.2011

As of  31.12.2012

As of  31.12.2013

Share of audited fields in total annual production

Share of audited reserves in total resource base (ABC1 classification)

98.9%

99.8%

100.0%

99.7%

99.9%

100.0%

As of 31 December 2013, the Group had 193 fields.

The Group had 174 fields in commercial production. Oilfields comprised over 87% of the fields in commercial production.

Fields by region

2011 2012 2013 

Bashkortostan* 180 183 184

Orenburg Region 3 3 3

Khanty-Mansi Autonomous District 5 4 4

Nenets Autonomous District 2 2 2

* Demskoye and the Tuimazinskoye fields, which extend into Tatarstan, are included under Bashkortostan.

Fields by type

2011 2012 2013 

Oilfields 144 149 152

Oil and gas fields 2 2 2

Gas and oil fields 16 16 16

Gas fields 4 4 4

Total 166 171 174

Proved reserves by region

2011 2012 2013 

Bashkortostan 94.0% 94.4% 93.6%

Orenburg Region 0.7% 0.7% 0.9%

Khanty-Mansi Autonomous District 1.7% 1.6% 1.2%

Nenets Autonomous District 0.0% 0.0% 1.0%

Tatarstan 3.5% 3.3% 3.3%

Total 100.0% 100.0% 100.0%
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Bashneft’s hydrocarbon reserves in Bashkortostan

Historically, reserves in Bashkortostan have been our key as-
set. The region has 184 fields, of which the four largest are 
the Arlanskoye, the Tuimazinskoye, the yugomashevskoye 
and the Chetyrmanskoye. These fields account for approxi-
mately 39.2% of the Group’s total proven reserves under the 
PRMS classification and nearly 36.6% of total annual oil pro-
duction in Bashkortostan.

To maintain current reserve levels, we have been actively in-
creasing geological exploration, including surveys of  tradi-
tional operating regions, exploration of areas not previously 

thoroughly explored, and prospecting for unconventional hy-
drocarbon reserves in Bashkortostan.

The Group’s hydrocarbon reserves in Bashkortostan are con-
ventional; 50% of  reservoirs are terrigenous, while the rest 
are carbonate. Approximately 43.6% of residual reserves are 
in  low-permeability reservoirs, which contain highly viscous 
oil. To increase production efficiency at such fields, we make 
active use of  a  wide range of  geological and engineering 
techniques. As a result, the recovery factor at these fields in-
creased to 35.7% in 2013.

Largest fields in Bashkortostan

Year commissioned Area, thousand 
hectares

Annual oil production, 
thousand tonnes

Arlanskoye 1958 131.6 3,975

Tuimazinskoye 1939 47.2 512

Yugomashevskoye 1966 22.7 750

Chetyrmanskoye 1964 11.3 306

MAIN FIELDS IN THE REPUBLIC OF BASHKORTOSTAN

Bashkortostan

Samara Region

Tatarstan

Orenburg Region

Chelyabinsk Region

Kurgan Region

Sverdlovsk Region

Perm Region

Udmurtia

Arlanskoye 
field

Tuimazinskoye 
field

Yugomashevskoye field

Chetyrmanskoye field

BASHNEFT’S HyDROCARBON RESERVES (INCLUDING NENETS AUTONOMOUS DISTRICT)

2011

2012

2013

Average watercut

Reserves depletion

Reserves recovery ratio

35.3%

35.4%

35.7%

77.8%

78.0%

78.0%

90.4%

90.4%

90.3%

In 2013, the average water cut was essentially unchanged at 90.3% thanks to efficient development of our main wells. 
To reduce the water cut, we implemented the following measures:
·  limited the production of fluid;
·  took measures to limit the inflow of water;
·  increased the number of technologically advanced well workovers.

Natural gas reserves

The Group’s efforts and plans to develop its resource base 
are not confined to oil projects. As part of the strategy to di-
versify our assets, we  are developing four gas condensate 
fields at  the Saratovsko-Berkutovskoye group in  southern 
Bashkortostan.

In 2013 Miller and Lents produced the first assessment 
of recoverable reserves and contingent resources of natural 
gas and condensate at  these fields. According to  the audi-
tor, as of 31 December 2013, possible reserves were 866.8 
billion cubic feet (24.5 billion cubic metres) of gas and 7.8 
million barrels of  condensate8. 3C (maximum estimate) 
contingent resources were assessed at  307.6 billion cubic 
feet (8.7 billion cubic metres) of gas and 2.6 million barrels 
of condensate.

Currently, as part of the project to develop these fields, the 
Group is designing field facilities and is conducting addition-
al appraisals and production drilling. If  the project is  suc-

 
8. Barrel-tonne conversion factor of 8.27

cessful, gas production may exceed 2 billion cubic metres 
per year.

In 2013, the Group conducted 3D seismic surveys cover-
ing 233 sq km at the Berkutovskoye and Isimovskoye fields 
to  define the boundaries of  the deposits more precisely. 
In 2014, Bashneft plans to finish processing and interpret-
ing field data and drill an appraisal well.

Estimated gas reserves of  the four 
gas condensate fields at Saratovsko-
Berkutovskoye group under Russian 
classification exceed 50 billion cubic 
metres.



LAUNCH OF PRODUCTION 
AT TREBS AND TITOv OILFIELDS

Laying the foundations of future growth
In 2013 we started producing oil from the Trebs and Titov fields, two of  the largest previously undeveloped fields in Russia. Development 
of these oilfields fulfilled a strategic objective to produce larger volumes of high-quality oil and to meet our refineries’ needs.

Our partner for this development is LUKOIL, which holds a 25.1% stake. Thanks to LUKOIL’s infrastructure and operational experience in the 
region, this partnership arrangement means we have been able to minimise both costs and project risks.

The Trebs field was discovered in  1987 dur-
ing exploration of  the Varknavtskaya prospect, 
and is named in honour of the geologist Roman 
Trebs.

The Titov field was discovered in 1989 during ex-
ploration of the Olenya prospect, and is named 
in honour of the geologist Anatoly Titov.

Khorey-Ver

Chornaya

Nosovaya

Varandey
The Trebs oilfield

The Titov oilfield

Nenets Autonomous 
District

We not only met our own deadlines for completion of infrastructure and 
launch of oil production in the Nenets Autonomous Region – we did it all 
in an unprecedented timeframe for projects of this scale. This is further 
confirmation that our highly qualified team is capable of executing large-
scale projects outside of Bashneft’s traditional region of operation, and 
that our partnership with LUKOIL is producing good results.

Alexander Korsik
President of JSOC Bashneft, 

Chairman of the Management Board

”

Reserves
With the launch of  production in  2013, the reserves of  the 
Trebs and Titov field were included for the first time in  the 
volumes slated for extraction during trial production.

As of 31 December 2013, Miller and Lents estimated the prov-
en reserves of the Trebs and Titov fields included in pilot pro-
duction at 21.3 million barrels, and total (3P) reserves at 81.9 
million.

Miller and Lents also carried out an  assessment of  the oil 
reserves of  the subsoil area including the Trebs and Titov 
field as of 31 December 2013. Including the results of geo-
logical exploration, Miller and Lents estimate the area’s 3C 
(high estimate) contingent reserves at 649.4 million barrels, 
and prospective resources at 60.3 million barrels. Contingent 
reserves declined by 12.6% in 2013 due to partial reclassifica-
tion as recoverable reserves.

These reserve estimates are expected to  be further refined 
based on  the results of  exploratory drilling with coring and 
strata testing, 3D seismic work, and additional testing of pre-
viously drilled wells.

Field development in 2013
As part of  the first phase of  development of  the Trebs and 
Titov fields, trial oil production was launched in August 2013. 
Field infrastructure had already been put in place and pro-
duction was launched in record time for a project of this type.

During preparations for pilot production from the Trebs and 
Titov fields, Bashneft-Polyus, the operator of the fields, field 
facilities were constructed and connected to  associated 
equipment for 15 individual producing wells.

In 2011-13, 12 wells were reactivated and commissioned 
at the Trebs field.

In May 2013 production drilling started at  three well pads 
at the Trebs field and two at the Titov field, where 16 wells will 
be constructed.

In November 2013 Bashneft-Polyus brought online two pro-
duction wells at the Trebs field with a combined daily flow rate 
of 260 tonnes. In October 2013 the first well at the Titov field 
began trial operations.

Key stages in the development of the Trebs and Titov fields

Date Event

February 2011 Bashneft wins the licence to develop an area designated as of national importance including the Trebs and Titov fields.

April 2011 Bashneft and LUKOIL sign a cooperation agreement to work together on the project. 

July 2011 Public hearings in the Nenets Autonomous District approve the Environmental Impact Assessment on the development 
of the fields.

September 2011 The Federal Subsoil Resources Management Agency’s Central Development Commission approves the pilot development 
project for the Trebs and Titov fields. Bashneft begins exploration work to determine the fields’ reserves, as well as the tech-
nical requirements and detailed planning for development of the fields.

December 2011 The licence for development of the Trebs and Titov fields is reregistered from Bashneft to Bashneft-Polyus.
Key documents are signed establishing the Bashneft-Polyus joint venture9:
·  LUKOIL acquires 25.1% for RUB 4.8 billion; Bashneft owns 74.9%;
·  Bashneft-Polyus acquires 29 prospecting and development wells in the licence area from LUKOIL for USD 60 million;
·  Financing for the project is agreed proportional to the ownership stakes of the participants.

January 2012 A new Board of Directors of Bashneft-Polyus is elected including representatives of LUKOIL. 

February 2012 Drilling work is completed on the initial prospecting well – more than 4.2 km deep – at the Trebs field. Tests confirm prelimi-
nary assessments of the production capacity of the main strata.

2011–2012 All projects pass state expert and environmental assessments; 
Licences are obtained for facilities where combustible materials are handled and extraction of subsurface waters;
Emergency clean-up plan for oil spills is approved.

August 2013 The first phase of the development is fully kitted out. Bashneft-Polyus launches oil production under the development plan 
for the Trebs and Titov fields in the Nenets Autonomous District. Production volumes stood at 291 thousand tonnes of oil 
by end-2013.

 
9. In May 2012 the licence was returned to Bashneft
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Outlook
In 2014, we  plan to  continue 3D and 2D. Drilling is  planned 
to start at three exploration wells under the exploration drilling 
programme.

Further development of  field infrastructure will include con-
struction of a booster pumping station (BPS-UPSV), facilities 
for processing and compressing associated gas, and also pow-
er-supply facilities. In addition, well pads are also planned for 
installation.

Initial estimates put oil production in  2014 at  900 thousand 
tonnes.

The first phase of development will be completed in July 2014, 
with the principal goal being the collection of geophysical data.

The second stage of development, from July 2014 to Decem-
ber 2017, will focus on amending the development plan based 
on the prospecting data, 3D data and the results of first-phase 
drilling. It is planned to drill about 70 production wells, expand 
the oil metering station and launch the gas production pro-
gramme; other measures include constructing and commis-
sioning of  the reservoir pressure maintenance system at  the 

Trebs field and construction and commissioning of supporting 
infrastructure at the Titov field.

From January 2018 the third phase of development will tar-
get the development of all viable reserves at the main depos-
its. The production drilling programme includes about 160 
wells across the two fields. Infrastructure will be constructed 
and expanded for drilling of new wills, alongside construction 
and commissioning of systems to maintain reservoir pressure 
at the Titov field.

Industrial production is  scheduled to  start in  2016, reaching 
sustainable production levels of 4.8 million tonnes of oil a year 
from the two fields by 2020.

A one-off payment for the licence cost more than RUB 18 bil-
lion. In total the partners will invest more than RUB 180 billion 
in the development of the fields.

Under the Tax Code, the Trebs and Titov field are subject 
to  zero-rated extraction tax until production reaches 15 mil-
lion tonnes a year and on condition that the development of the 
reserves does not exceed 12 years.

The oil field’s geology has been confirmed.  
The initial flowrates are in line with our expectations.

Mikhail Stavskiy
Member of the Management Board, 

First Vice President, Upstream

”

Altogether as part of preparing for industrial produc-
tion, two contracts were signed with Gazprom Burenie 

for the drilling of 39 production wells through the end of 2016 
at the two fields.

Taking into consideration the geological heterogeneity of the 
fields, production drilling is  carried out at  separate plots. 
Each plot envisions a drilling approach suited for the geologi-
cal conditions of that particular plot, among them: horizontal, 
diagonal and multi-well.

In 2013 geological prospecting at the fields continued: 
·  seismic surveying: CDP-3D seismic surveying was carried 

out over an area of 891 sq km.
·  exploration drilling: two exploratory wells were drilled 

at the Trebs field; exploration drilling in 2013 totalled 8,825 
thousand metres.

·  well reactivation: six wells were reactivated – three at the 
Trebs field, and three at Titov.

Integrated service at  this stage of  development is  being 
provided by  Schlumberger. Geological support is  provided 
by  Bashneft’s Drilling Support Centre. Field infrastructure 
put in place to facilitate production and transportation of oil 
has included:
·  First phase of the Trebs central gathering station (CGS) with 

capacity of 1.5 million tonnes a year;
·  Metering station at Varandey;
·  31 km of pressurised oil pipeline from the Trebs CGS to the 

existing pipeline connecting South Khylchaya with the 
Varandey port terminal, where oil is loaded onto tankers;

·  Field support base;
·  More than 40 km of oil gathering lines, about 80 km of elec-

tricity transmission lines and other energy-supply and com-
munications infrastructure.

In 2013, 291 thousand tonnes of  oil were produced. The oil 
is  transported by  pipeline to  the Varandey reception centre 
and then on to the Varandey marine loading terminal.

Other areas in Nenets Autonomous District 

We have five more licence areas in Nenets Autonomous 
District near the Trebs and Titov fields: the yangar-
eyskiy, Sibriyaginskiy, Savatinskiy, the Vostochno-Pad-
imeyskiy and Narioyakhskiy licence areas.

Although the areas require further study, the Company 
is optimistic about their prospects.

In 2013, 3D seismic surveys covering 400 sq km of the 
Vostochno-Padimeyskiy and Savatinskiy licence areas 

were carried out, as well as 2D surveys of 322 km of the 
Sibriyaginskiy area. Bashneft is also working on repro-
cessing 4.7 thousand km of 2D archival data; this work 
will be completed next year.

In 2014-2015, a 3D seismic survey is planned in the re-
maining areas under further exploration work, and pro-
cessing and interpretation of the data is scheduled for 
completion in 2015.

We are currently exploring five licences in the Nenets Autonomous Re-
gion, and can already see that the sites hold significant promise 

Yuri Krasnevsky
Member of the Management Board, 

Vice President, Geology and Development

”
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S” Our experience in international markets has confirmed that our high qual-
ity team has the knowledge and experience to implement successful inter-
national projects.

Alexander Korsik
President of JSOC Bashneft, 

Chairman of the Management Board

Foreign projects
Gaining experience abroad

In 2012 and 2013, Bashneft won two tenders for explo-
ration at licence areas in Iraq and Myanmar.

These projects are not of a size that would make them 
strategic or of material significance for the Company. 
Rather, the goal of  involvement in  exploring Block 12 
in  Iraq and Block EP-4 in  Myanmar, is  to develop its 
skillset for implementing international projects. The 
knowledge gained through working with government 
agencies, selecting and working with local and interna-

tional suppliers and contractors, planning, organisation 
and project management in these projects will give the 
Company extensive and varied experience.

New knowledge and competencies will open up more 
prospects for scaling and geographically diversifying 
our business, and will give us an opportunity to partici-
pate in potentially attractive tenders for large and im-
portant foreign projects. It is significant that the Com-
pany has been given operator status for these projects.

Iraq: exploration of Block 12
In 2012 Bashneft took part in the final stage of the fourth li-
censing round held by the Iraqi Ministry of Oil and was granted 
exploration operator status for Block 12 as part of a consor-
tium with Premier Oil. Bashneft’s stake in the project totals 
70%, with Premier Oil holding 30%.

Block 12 is located in the provinces of Najaf and Muthanna, ap-
proximately 80 km southwest of Samawah and 130 km west 
of Nasriya. It is a part of the Western Desert, an unexplored re-
gion considered to have the greatest potential for oil production 
in Iraq. The block covers an area of approximately 8 ths sq km.

In early August 2012, the Iraqi Ministry of  Oil and the Con-
sortium (Bashneft and Premier Oil) initialled the exploration, 
development and production service contract (EDPSC) for 
Block 12, which was subsequently approved by  the Council 
of Ministers. Under the contract, the consortium paid its Iraqi 
partners a signing bonus of US$ 15 million on a pro rata basis 
(Bashneft and Premier Oil paid US$ 10.5 million and US$ 4.5 
million respectively). 

The obligatory five-year geological exploration programme 
for Block 12 can be extended twice, for a two-year period each 
time, and includes 3D seismic surveys covering 450 sq  km 

and the drilling of  one exploration well. The contract also 
stipulates that US$ 120 million must be invested in geological 
exploration under the programme within a five-year period.

If commercial oil reserves are proved, a 20-year contract will 
be signed, with a base royalty fee of US$ 5 per barrel. This 
rate will be  lowered once investments into the project have 
been recouped and a  certain level of  profitability has been 
reached. Payments will begin after 25% of  the expected oil 
production volume plateau is reached. The plateau level will 
be  determined after the end of  geological exploration and 
evaluation of reserves, and recorded in the development proj-
ect approved by the Iraqi Ministry of Oil.

The production launch date will be set and the rated capacity 
will be assessed after the geological exploration programme 
is  implemented. To  implement the project, JSOC Bashneft 
established a  steering committee in  November 2012, and 
a  subsidiary, Bashneft International B.V., was incorporated 
in December 2012.

In March 2013, the parties signed an agreement transferring 
all rights and obligations under the project of OJSC Bashneft 
to Bashneft International B.V.

IRAQ: BLOCK 12

Iraq

Jordan

Mosul

Kirkuk

Baghdad

Samawah
Nasiriyah

Block 12

Oil pipeline
Gas pipeline

Syria Iran

In 2013, a joint venture agreement was signed with Premier Oil, 
and a Joint Management Committee (JMC) was established. 
Bashneft International B.V. (Iraq) opened a branch in Bagh-
dad and leased an office. The South Oil Company (SOC) and 
the Iraqi Ministry of Oil approved the exploration programme. 
The JMC approved project budgets for five years and for 2013. 
Geological and Technical, Financial and Tender subcommit-
tees were formed, and regular in person or in absentia discus-
sions are held with subcommittee members to discuss issues 
related to the projects. The JMC has also approved Accounting 
Policies, Regulations on Hiring, and Regulations on Procure-
ment and Insurance.

In 2013-2014, tenders are being held to select contractors for 
independent audit, insurance, accounting and tax registra-
tion, transport and security services, translation services, of-
fice repairs, seismic processing and interpretation of seismic 
data, supervision, and security.

In 2014, an environmental impact assessment (EIA) was car-
ried out and the report was sent to the SOC for approval. Ap-
proval of an academic programme at Russian and British uni-
versities is planned for potential project employees who are 
Iraqi citizens.

To date, the project is proceding to schedule and on budget, 
and Iraq: Block 12 is progressing in a positive direction.

Myanmar: exploration project 
at Block ЕР-4
In October 2013, the Myanmar Ministry of Energy announced 
the results of  the Onshore Blocks Second Bidding Round. 
Bashneft gained the right to  conclude a  Production Shar-
ing Contract (PSC) for Block EP-4, with a stake in the project 
of 90%. Bashneft’s partner in the project is Sun Apex Holdings 
Ltd., one of the local companies recommended by the Myan-
mar Ministry of Energy, which has a 10% stake in the project. 
Bashneft International B.V. will be the operator of the project.

The signature bonus will total US$ 4 million. Under the PSC 
for Block EP-4, the participants will conduct a three-year geo-
logical exploration programme, which may be  extended for 
another three-year period and includes seismic surveys and 
drilling of two exploration wells. Investments in the geological 
exploration programme will total US$ 38.3 million.

Block EP-4 covers an area of 841 sq km and is located in the 
Central Burma Basin. 2D seismic surveys of 132 linear kilo-
metres of  the block were conducted, and three prospecting 
wells were drilled. Block EP-4 is  located in  an area with a 
well-developed  oil and gas transportation and processing in-
frastructure.

The Production Sharing Agreement (PSA) for Block EP-4 
is expected to be signed and work on the project started in the 
near future.

MyANMAR: BLOCK ЕР-4

Bangladesh

Myanmar

China

Laos

Thailand

Block EP-4
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Production
Staying on the path of growth

Oil Production
In 2013, Bashneft reclaimed its position as Russia’s leading oil company 
by organic growth of annual production. The Group increased oil produc-
tion by 4.1% to 16.1 million tonnes. Average daily production in 2013 was 
44.0 thousand tonnes, or 321.5 thousand barrels, per day10. 

A  significant contribution to  production growth in  2013 came from the 
launch of test operations at the Trebs and Titov fields, where the Group ex-
tracted 291 thousand tonnes of oil, meeting its production targets, between 
August and December.

Another contribution to  volume growth came from highly effective geo-
logical and technical work and the use of modern technologies at fields 
in Bashkortostan.

In 2013, the Alekseevskoye, Akbasarovskoye and yandovskoye fields were 
developed and put into production. At  the Afanasyev and Barsukovskoye 
fields, six extracting wells with production capacity of  110.2 thousand 
tonnes were drilled and put into production.

Production growth attributable to geological 
and engineering operations, thousand tonnes

2011 2012 201311 

Optimisation of pumping equip-
ment 590.2 357.9 382.9

Hydraulic fracturing 231.2 235.2 489.8

Matrix stimulation 180.7 206.8 116.3

Reperforation 173.6 209.9 206.2

Commissioning new wells 163.8 288.7 525.7

Development of overlying or un-
derlying formations 150.6 130.0 87.5

Other 120.0 83.7 101.4

Total 1,610.0 1,512.2 1,909.9

In the past year Bashneft once again 
took the top spot for production growth 
among producers in  the domestic oil 
market. This was possible primarily 
due to increased production in our key 
region of Bashkortostan, as well as the 
ahead-of-schedule launch of produc-
tion at the Trebs and Titov fields in the 
Nenets Autonomous Region.

Mikhail Stavskiy
Member of the Management Board, 

First Vice President, Upstream

”

 
10. Barrel/tonne conversion factor of 7.3
11.Including geological and engineering operations at the Trebs and Titov oilfields. Excluding geological and 
engineering operations in 2013 the increase was 1,619 ths tonnes.

While the discovery of the Afanasiev oilfield confirmed the potential fur-
ther exploration in Bashkortostan, the speed with which we  launched 
production underscores the quality of  Bashneft’s oilfield workers and 
the effectiveness of leading edge technologies used for horizontal drill-
ing and development of wells.

vladimir Ilyasov
General Director of Bashneft-Dobycha

”

Oil production by region, million tonnes

2011 2012 2013 

Bashkortostan 14.3 14.7 15.1

Khanty-Mansi Autonomous 
District 0.4 0.4 0.3

Nenets Autonomous District 0 0 0,3

Orenburg Region 0.1 0.2 0.2

Tatarstan 0.2 0.2 0.2

Total 15.1 15.4 16.1

The main geological and engineering methods used at mature fields were 
hydrofracking and optimisation of pumping equipment.

As the Group’s largest production region, Bashkortostan accounts for about 
94% of total oil production. Our long-term strategy involves geographic di-
versification of our operating regions, which we aim to achieve by bringing 
fields in the Nenets Autonomous District up to rated capacity.
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The Drilling Support Centre provides real-time expert drilling support 
to achieve maximum production and economic efficiency

Highlights:

·  Real-time data collection and distribution system

·  Satellite channel for data distribution

·  Advanced technological solutions

·  Sophisticated ergonomics

·  Secure 24/7 functioning

In June 2013, a Drilling Support Centre was opened in Ufa. The 
DSC is an advanced project by Russian and global standards, 
and is run in conjunction with Schlumberger Logelco, a world 
leader in the field. It is the third project in Russia of its kind and 
scale, and one of  about 100 worldwide. The DSC’s advanced 
technical solutions and software solutions make this project 
unique for Russia.

The DSC includes experts from the BashNIPIneft Seismicity 
Institute and an expert group to create sector models, which 
allows a drilling expert to be on the rig to provide technological 
support in real time. The DSC uses the most leading edge soft-

ware in Russia. The Centre uses Petrel software for geological 
modelling and real time geo-navigation; Petroviser for drilling 
monitoring; t-Navigator for hydrodynamic modelling; and data 
and knowledge management system ProSource. Satellite com-
munications are used for telemetry exchange with the drilling 
rigs.

Regardless of operational geography – Bashkortostan or Ne-
nets Autonomous District – intelligent drilling support allows 
Bashneft to receive necessary information about layer struc-
ture to  make optimum decisions on  well-bore arrangement 
and design in real time. The Group can thereby reduce its geo-
logical risks, and increase the efficiency of new wells and the 
oil recovery coefficient. A priority for the DSC is to provide ex-
pert support for the Trebs and Titov fields to achieve planned 
production levels while reducing drilling risk and operating 
expenses.

In 2013, the DSC provided support for 14 wells; since the be-
ginning of 2014 support has been provided for six wells, and 
another six wells are being currently provided with support.

DRILLING SUPPORT CENTRE

Use of Schlumberger best practices to provide support for drilling opera-
tions is encouraged to further increase well efficiency by integrating drill-
ing and geology, and to increase decision-making quality while managing 
field development efficiency.

Mikhail Stavskiy
Member of the Management Board, 

First Vice President, Upstream

”

Drilling new wells
Production drilling almost doubled in 2013 (including Bash-
neft-Polyus), and reached 109.0 thousand m. In  2013, the 
Group commissioned 50 new wells, 30 of them from new drill-
ing during the course of the year12.

The new wells have greater potential due to the use of mod-
ern exploration technologies and increased drilling efficiency. 
In  2013, four high-output horizontal wells at  the Afanasyev 
field with an  average starting production rate of  more than 
170 tonnes of  oil per day were drilled and put into produc-
tion. These wells were drilled under expert supervision from 
the Drilling Support Centre, based on previously constructed 
geological and hydrodynamic models.

The 50 new wells commissioned in 2013 produced an aver-
age13 of 84.6 tonnes per day each, more than double the figure 
for 2012. The rate increased as a result of new wells drilled 
both at  the fields in  Bashkortostan, and at  Trebs and Titov. 
High rates are supported by drilling horizontal wells at op-
timum locations based on  3D geological and hydrodynamic 
models and drilling wells with real-time DSC support. Total 
oil production from new wells in  2013 was 525.7 thousand 
tonnes.

By putting highly efficient drilling wells into production and 
carrying out widespread effective geological and engineering 
operations at current well stock, the average flow rate of pro-
duction wells increased to 3.1 tonnes per day13.

Drilling and commissioning new wells13

2011 2012 2013 

Production drilling, thousand metres 129.6 54.8 109.0

New wells commission, units 84 42 50

including wells dril, units 73 35 30

Oil production from new wells, thousand tonnes 163.8 288.7 525.7

Average flowrate of new wells, tonnes per day 13.9 40.6 84.6

The average flowrate at all new wells entering production in 2013 came to 84.6 
tonnes per day, more than double the figure for 2012.

PRODUCTION DRILLING, THOUSAND METRES

LLC Bashneft-Polyus

LLC Bashneft-Dobycha

68.3

40.7

AVERAGE FLOW RATE OF PRODUCTION WELLS

2011

2012

2013

Average flow 
rate of production 
wells, tonnes 
per day

2.8

2.9

3.1

 
12.Including Bashneft-Polyus.
13. Including Bashneft-Polyus.



Production

Annual report JSOC Bashneft 2013 56

Refining

Annual report JSOC Bashneft 201357

AB
O

U
T 

TH
E 

C
O

M
PA

N
Y

O
PE

R
AT

IN
G

 R
ES

U
LT

S
AP

P
EN

D
IC

ES
C

O
R

P
O

R
AT

E 
G

O
VE

R
N

AN
C

E 
IN

FO
R

M
AT

IO
N

 F
O

R
 

SH
AR

EH
O

LD
ER

S 
AN

D
 IN

VE
ST

O
R

S

Production of natural gas and APG
Historically, our gas business has never been a separate busi-
ness unit. We produce natural gas if the projects are obviously 
efficient or if there is a synergy with our oil production busi-
ness.

By the end of  2013, the Group had four gas and 16 gas-oil 
fields in commercial operation. Production volumes of natu-
ral gas in 2013 were 37.3 million cubic meters.

On the back of higher oil production volumes in 2013 (includ-
ing Bashneft-Polyus), associated petroleum gas (APG) pro-
duction volumes increased by  4.1% to  16.1 million tonnes. 
APG production in 2013 amounted to 605.0 million m3, 20.8% 
higher than the previous year.

As changes were made to  the methodology for measuring 
the amount of associated gas in accordance with legislative 
amendments and as production increased, in 2013 the asso-
ciated gas utilisation rate totalled 75.4% (excluding Bashneft-
Polyus). 

We plan to achieve our target associated gas utilisation rate 
of 95% by 2015.

In the short term, our strategic priority is to increase the utili-
sation of  associated gas. We  are implementing this as  part 
of  the Target Gas Programme (TGP). In  2014, as  a  result 
of measures taken under the TGP, the associated gas utilisa-
tion rate is planned to increase to 80.4%.

Natural gas and APG production

2011 2012 2013 

Natural gas production, million 
cubic metres 43.568 40.205 37.281

Associated gas production, mil-
lion cubic metres, including 494.780 500.620 604.971

Bashneft-Dobycha 494.780 500.620 556.228

Bashneft-Polyus – – 48.744

Associated gas utilisation, mil-
lion cubic metres, including 405.221 376.401 439.927

Bashneft-Dobycha 405.221 376.401 419.590

Bashneft-Polyus – – 20.337

Associated gas utilisation rate, 
%, including 81.9% 75.2% 72.7%

Bashneft-Dobycha 81.9% 75.2% 75.4%

Bashneft-Polyus – – 41.7%

In December 2013, Bashneft passed yet another important milestone 
by producing its 1.7 billionth tonne of oil, in cumulative terms, since the 
first flows from the Ishimbay field on May 16th 1932. 

Alexander Korsik
President of JSOC Bashneft 

Chairman of the Management Board

”

Future plans
Our oil and gas production plans for 2014 include increasing production drilling compared to 2013. In addition, we plan to com-
mission new wells, including ones newly drilled during the year.

We expect to achieve our production target by increasing the average flow rate of new wells, further improving the efficiency 
of geological and engineering operations and introducing state-of-the-art drilling and production technologies. 

Over the medium term, we plan to develop two small fields – Metevtamakskoye and Opalovoye – in Bashkortostan. 

As part of diversifying its operations, the Group plans to increase gas production. For this purpose, Bashneft will initiate a proj-
ect to commission four gas condensate fields at the Saratovsko-Berkutovskoye group in southern Bashkortostan.

Refining
Striving to technological excellence

Bashneft’s refining operations are among the industry lead-
ers in terms of equipment, refining depth and product quality. 
Our refineries are unique in working closely together, which 
means we can maintain an optimal refining configuration and 
maximise downstream profitability.

Key refining indicators

2011 2012 2013 

Primary refining capacity, million tonnes per 
year 24.1 24.1 24.1

Oil refining per year, million tonnes 21.1 20.8 21.4

Utilisation rate, % 87.5% 86.3% 88.9%

Total refinery output, million tonnes 19.2 18.9 19.6

Refining depth , % 85.9% 84.9% 84.7%

Share of light products, % 59.9% 59.7% 60.4%

Nelson Index 8.33 8.55 8.83

Modernisations are going according to plan: 
in 2013 we launched new sulfuric acid alkyl-
ation and sulphuric acid regeneration units, 
and we are on track to commission a petrol 
hydrotreatment-catalytic cracking unit in 
2014, which will enable us to shift to produc-
ing only high grade environmentally friendly 
motor. It is  especially important to  us that 
every step of our modernisation programme 
contributes to the environmental wellbeing 
of our country.

viktor Gantsev
Member of the Management Board, 

Vice President, 
Refining and Petrochemicals

”

In 2013, the average Nelson Index of 
Bashneft’s refineries increased from 
8.55 to 8.83.



Centrailised management of Ufa refinieries
In 2013, we centralised the management of three production 
sites: Ufaneftekhim, Ufa Refinery and Novoil.

From a production point of view, the three geographically ad-
jacent refineries in  Ufa previously worked closely together 
as  a  single processing system, but each plant had its own 
management structure.

Improving the management structure created a unified refin-
ing complex with a single administrative structure and a func-
tional division of management responsibilities.

Having a single management structure increases organisa-
tional efficiency in terms of maintaining the optimum number 
of layers of management, distribution of functions and mini-
mising duplication. Each site is also introducing a single set 
of principles and standards.

Increasing the manageability and transparency of  ongoing 
production activity creates an effective model to support key 
objectives including:

·  Completion of the upgrade programme;

·  Improving operational efficiency – cutting costs, increasing 
output and improving energy efficiency;

·  Removing production bottlenecks and boosting output 
of high-margin oil products;

·  Overhauling the management system and increasing opera-
tional availability.

The new organisational model is based on the general scheme 
for developing our oil refining operations, as well as existing 
management practices at similar enterprises.

The administrative model is currently based around four ver-
ticals:
·  PRODUCTION ensures that operations run safely and pro-

duction plans are implemented, and prepares units for 
maintenance;

·  TECHNOLOGy is  responsible for observance of  production 
schedules, development of production sites and monitoring 
of technological operations;

·  RELIABILITy and maintenance improves units’ mechanical 
and operational readiness in  order to  reduce unscheduled 
stoppages and outages. This vertical includes the chief me-
chanical engineer, chief metrologist and chief power engi-
neer;

·  ECONOMy oversees production planning and budgeting, and 
also designs and monitors implementation of  the invest-
ment program.

Management of  auxiliary subdivisions has also been cen-
tralised, with a primary focus in the field of health, industrial 
safety and environment protection, capital construction and 
purchasing activities.

REFINING COMPLEx MANAGEMENT

The decision to centralise management is the result of significant prepa-
ration: we have developed a general plan for the development of oil refin-
ing, a master plan, and undertaken a thorough analysis of existing prac-
tices at similar production facilities both in Russia and abroad.

We developed the organisational model together with McKinsey & Co. The 
primary goal of the project was to centralise management of operations 
at all three of our refineries – Ufaneftekhim, the Ufa Oil Refinery and No-
voil – in order to unify management standards and share best practices 
across production sites.

Yakov Polunkin
Director of Bashneft-Ufaneftekhim, 

Bashneft-Novoil and Bashneft’s Ufa Refinery

”

The transition to a single production facility this year was a key develop-
ment for our refining operations. All three of  our production sites have 
long functioned as  a  unified production complex, but the centralization 
of management will help to further increase the efficiency of our refining 
operations.

viktor Gantsev
Member of the Management Board, 

Vice President, Refining and Petrochemicals

”
MANAGEMENT OF REFINERy COMPLEX

Safe operation 
and meeting 
production 
targets

Technological 
support and 
production 
development 
(output modes)

Reducing 
unscheduled 
stoppages and 
outages

Improving 
the quality of 
maintenance and 
repair work

Production planning 
and budgeting

Designing and 
monitoring of 
investment 
programme 

Production 
accounting and 
financial control

Function-based 
implementation 
(HSE, capital works, 
procurement, etc.)

Ufaneftekhim Ufa Refinery Novoil

Unified refining complex

Oil refining capacities
The Group’s refining and petrochemicals operations consist 
of  three facilities – Ufaneftekhim, Ufa Refinery and Novoil – 
with a total refining capacity of 24.1 million tonnes.

Our refining and petrochemicals productions work closely to-
gether, giving us flexibility in terms of raw materials inputs and 
the range of products we produce.

Even though the Group’s Nelson Index of 8.55 was already one 
of the best in Russia in 2012, we managed to improve it further 
to 8.83 in 2013. This was possible primarily thanks to the com-
missioning of  the sulphuric acid alkylation unit and recovery 
of spent sulphuric acid at Bashneft-Novoil, as well as capac-
ity increases at the hydro-cracking unit as part of the upgrade 
programme.

Reliability and 
maintenanceTechnologyProduction Economic

Refinery General Director

Auxiliary
subdivisions
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Ufaneftekhim Ufa Refinery Novoil

INSTALLED CAPACITY

9.5 million tonnes per year 7.5 million tonnes per year 7.1 million tonnes per year

BRIEF DESCRIPTION

1.  One of the largest and most tech-
nologically advanced refineries 
in Russia.

2.  Specialises in refining several types 
of hydrocarbons (West Siberian oil, 
a high-sulphur oil blend from the 
Arlanskoye field and gas condensate).

3.  Includes fuel, gas catalysis, com-
modity production and service units.

4.  The aromatic hydrocarbons pro-
duction facility is one of the largest 
in Russia, processing straight-run 
petrol fraction received from three 
oil refineries and producing benzene, 
paraxylol and orthoxylene.

5.  The refinery operates dozens of pro-
cess units. To ensure a high refin-
ing depth, it uses delayed cokers, 
hydrocrackers, catalytic crackers, 
deasphalting, visbreaking and bitu-
men production units.

1.  One of the most advanced 
oil refineries in Russia.

2.  Configured for comprehensive oil 
refining using highly efficient ther-
mal, catalytic and hydrogenation 
processes.

3.  Uses modern equipment and 
produces Euro-4 and Euro-5 motor 
fuels, boiler fuel and a wide range 
of liquefied gases. 

1.  One of the largest Russian producers 
of high-quality petroleum products.

2.  Production facilities include crude 
oil distillation units, hydrotreaters, 
reforming and isoreforming units, 
sulphuric acid alkylation, thermal 
cracking and visbreaking units, cok-
ers and gas fractionation units, units 
for solvent refining and dewaxing 
of oil distillates, tar deasphalting and 
bitumen production, gas desulphuri-
sation and sulphur production units, 
as well as environmental facilities.

3.  Flexible configuration, allowing refin-
ing of various types of hydrocarbons: 
low- and high-sulphur crude oil, vari-
ous gas condensates.

PRODUCTS

·  high-octane petrol;
·  low-sulphur diesel fuel; 
·  boiler fuel; 
·  bitumen; 
·  coke;
·  lump and granulated sulphur; 
·  liquefied gases; 
·  benzene;
·  orthoxylene and paraxylene

·  high-octane petrol; 
·  diesel fuel; 
·  boiler fuel; 
·  liquefied gas; 
·  liquid and lump sulphur

·  petrol; 
·  jet fuel; 
·  diesel fuel; 
·  engine oil; gear oil and other special 

oils; 
·  vacuum gas oil (VGO); 
·  paraffin and wax products; 
·  petroleum bitumen;
·  boiler fuel; 
·  coke;
·  lump sulphur.

In 2013, Bashneft-Novoil was granted the European Standard award by Eurostan-
dard for its compliance with international regulations and the demands made on the 
organisation of its business processes, management and end product quality.

Reconstruction of wastewater treatment facilities at the refinery complex

In 2013, Bashneft continued its programme of  extensive up-
grade works at  Bashneft Ufaneftekhim’s biological treatment 
facilities (BTF). This is  where industrial, rainfall and utility 
wastewater arrives after preliminary mechanical cleaning from 
Bashneft’s oil refinery complex, and also from some other 
plants of the northern industrial hub.

The newly installed treatment facilities reduce pollution of in-
dustrial drains by  oil products hundredfold. The project will 
bring the quality of waste treatment into line with Russian stan-
dards, which are among the strictest anywhere in the world.

In 2013, Bashneft and GE  successfully carried out pilot test-
ing of energy-efficient membrane technologies and equipment 
designed to  treat biological waste arriving from Bashneft oil 
refineries.

The new technologies were tested by Bashneft and GE  in co-
operation with the Bashkortostan Institute of  Petrochemical 
Processing from April to July 2013. For testing purposes, GE in-
stalled a  plant at  the existing BTFs consisting of  a  biological 
reactor unit and membrane filter unit, and a reverse electrodi-
alysis and tertiary treatment unit. The tests demonstrated the 

advanced technological capabilities for treating waste from oil 
refineries to Russian environmental legislation standards. The 
degree of waste impurity was determined based on chemical 
oxygen consumption, one of  the most informative indicators 
of water pollution by organic and inorganic compounds.

GE’s project will apply ZeeWeed membrane bioreactor technol-
ogy, reverse electrodialysis, reverse osmosis and ion exchange. 
Preliminary estimates put the investment required for the proj-
ect at about RUB 4.6 billion.

The technologies chosen have the following advantages:
·  Recycling of water in technological processes and minimisa-

tion of water intake;
·  Reducing the area taken up by treatment facilities;
·  Eliminating probability of above-norm emissions of pollutants.

According to the agreement concluded between Bashneft and 
the Bashkortostan branch of Rosprirodnadzor, the BTFs mod-
ernisation is to be completed by the beginning of 2016.

Work is currently underway on developing detailed documenta-
tion on reconstruction of the facilities.

BIOLOGICAL TREATMENT FACILITIES

The choice of leading edge technologies for upgrades to the wastewater 
treatment facilities at our oil refineries reflects the special attention that 
Bashneft pays to environmental protection. We believe that the General 
Electric technology we are installing will have a significant  positive effect 
and contribute to resolving this issue to the benefit of all of the residents 
of Bashkortostan.

Pavel Zakharov
Director of HSE 

”
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Products
In 2013, Bashneft’s refining operations produced 19.6 million 
tonnes of oil products. The share of light products increased 
slightly year on  year (60.4%). As  was the case a  year ear-
lier, in 2013 diesel fuel and petrol accounted for the largest 
shares, at 38% and 25%, respectively.

A major achievement of our efforts to develop modern tech-
nologies in oil refining in 2013 was a considerable increase 
in  production of  high-quality motor fuels. The proportion 
of Euro-4 and Euro-5 petrol increased significantly, to 87.7% 
of commercial petrol output from 72.9% in 2012. Euro-5 pet-
rol increased to 67.2% in 2013, compared to 20.1% in 2012. 

In 2013, the proportion of Euro-4 and Euro-5 products in die-
sel fuels for sale increased to  31.6%, compared to  23.6% 
in  2012. Euro-5 diesel fuel increased to  28.5%, compared 
to 13.1% in 2012. 

Oil refining
In 2013, Bashneft’s refineries in  Ufa processed 21.4 million 
tonnes of  oil (156.2 million barrels) with an  average refining 
depth of 84.7% and capacity utilisation rate of 88.9%. Several 
units underwent scheduled repair work during the year. 

Supply of hydrocarbons
To produce an optimal product mix to support profitability, hy-
drocarbons are supplied to our refining operations from two 
sources:
·  our own production from fields in Bashkortostan (10.9 mil-

lion tonnes).
·  buying West Siberian oil and gas condensate (10.5 million 

tonnes) from suppliers including LUKOIL, RussNeft and 
Shell Trading Russia B.V. 

The distance between our oilfields and refineries is  short, 
making operations more economically efficient.

In 2013, Bashneft started producing a next-generation fuel 
to be sold under the ATUM brand. The new fuel is more 
environmentally friendly, and fuel performance has been 
improved.

ATUM is  a  result of  cooperation between Bashneft and 
BASF. Technologies used in  its production are based 
on advanced research and development, the requirements 
of fuel systems of modern vehicles and expertise of other 
companies in using premium fuels.

Research conducted in an accredited BASF testing labo-
ratory in  Germany showed that ATUM fuel based on  AI-
92 petrol is highly effective in engine cleaning, removing 
deposits and keeping the fuel system clean. This helps 
to improve engine performance in accordance with its ini-
tial settings, rated capacity and maximum service life, and 
also reduces fuel consumption and emissions. ATUM’s 
cleansing properties meet the requirements of the World-
wide Fuel Charter and match European premium fuels. 

Compared to ordinary petrol, exhaust emissions from ve-
hicles using ATUM contain less sulphur, benzene, aromat-
ic hydrocarbons and other carcinogens.

ATUM’s formula ensures that the engine can switch over 
to a new operating mode smoothly, and prevents adverse 
effects. ATUM is also resistant to cold and ensures a high 
level of protection against corrosion for key engine com-
ponents.

In the next two years, Bashneft plans to start selling ATUM 
AI-95 petrol and diesel fuel.

The new branded fuel is another practical result of the Group’s investments in the de-
velopment of advanced refining technologies and upgrades at our Ufa refineries. Bring-
ing ATUM to market demonstrates our aim of making only high-quality products, being 
environmentally conscious and promoting positive changes for consumers and society.

Alexander Korsik
President of Bashneft,

Chairman of the Management Board

”

Bashneft crude oil refining

Installed 
capacity 2013 2012 2011 

Ufaneftekhim
mln tonnes/year 9.5 8.5 8.6 8.4
ths barrels/day 190 170 172 168

Ufa Refinery
mln tonnes/year 7.5 6.3 5.4 6.1
ths barrels/day 150 126 108 122

Novoil
mln tonnes/year 7.1 6.6 6.7 6.6
ths barrels/day 142 132 134 132

Total
mln tonnes/year 24.1 21.4 20.8 21.1
ths barrels/day 482 428 416 422

In 2013 the proportion of Euro-4 and 
Euro-5 petrol increased to 87.7%

PETROL PRODUCTION By FUEL GRADE DIESEL PRODUCTION By FUEL TyPE
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Product mix of Bashneft Group’s refining complex, million 
tonnes

2011 2012 2013
Share  

in 2013,  
%

Diesel fuel 7,41 7,23 7,48 38,1%

Petrol (including stable  
natural petrol) 4,92 4,78 4,88 24,8%

Fuel oil 2,61 2,86 2,97 15,1%

Vacuum gas oil 1,89 1,62 1,76 9,0%

Other 2,35 2,41 2,57 13,1%

Total (petroleum products 
for sale) 19,18 18,91 19,65 100%
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Refinery upgrades
Upgrading our refineries is our strategic priority in oil refining. 

The programme covers two main areas:

Improving the quality of engine fuels produced, tran-
sitioning to  Euro-4 and Euro-5 fuels in  accordance 
with the Technical Regulations 

Projects to  switch to  production of  Euro-4 and Euro-5 fuels 
were almost completely implemented by the end of 2013.

About 90% of  capital expenditures on  projects completed 
in  2013 to  bring facilities into conformity with the Technical 
Regulations was spent in 2010-2013. The remaining two proj-

ects are at the final stages of completion, and the units are ex-
pected to be commissioned during 2014.

Increasing oil refining depth and the proportion of 
light products
 
Capital investments in  oil refining focus mainly on  optimis-
ing production, increasing refining depth and the proportion 
of high-margin light petroleum products. The Company’s strat-
egy aims to phase out production of fuel oil and VGO by 2018-
19.

In 2013, capital investments in refining and commerce totalled 
RUB 13.6 billion. 

CAPITAL INVESTMENTS IN REFINING AND COMMERCE14, RUB BN

8.5

14.3

13.6

2011 

2012 

2013 

 
14.  Figures for capital expenditures for 2011-2012 were recalculated in connection with the 

spin-off of the petrochemical business and oil service companies

Key upgrade projects in 2013
Renovation of a hydrocracker at Ufaneftekhim

The hydrocracker at  Ufaneftekhim was commissioned 
in 1976. In 2011, one of the reactors was decommissioned af-
ter a technical inspection.

In January 2013, after the reactor was installed and fitted with 
equipment and catalysts, capacity increased by  half, from  
0.9 million tonnes to 1.35 million tonnes.

Refitting catalytic gas production facilities at Novoil

We upgraded the absorption and gas fractionation unit 
(AGFU-1) and the isomerisation unit. This involved installing 
additional deisobutanisation, deisopentanisation and depen-
tanisation columns. The capacity of  the unit is  up to  2,000 
tonnes per day.

The project is aimed at extracting a high-octane isomerised 
product used in the production of commercial petrol meeting 
the Euro-5 standard, as well as  isobutane, which is a com-
ponent in  the raw materials used in  the new sulphuric acid 
alkylation unit.

Modernisation of the AGFU 1 amis to reduce the aromatic hy-
drocarbon content in  petrol, increasing the output of  petrol 
that meets high emissions standards, and providing second-
ary energy resources for the sulphuric acid alkylation unit and 
the columns’ own units.

Construction of  sulphuric acid alkylation and sulph-
uric acid regeneration units at Novoil

In May 2013, Bashneft put a suite of sulphuric acid alkylation 
and sulphuric acid regeneration (USKA-ROSK) units into full 
operation at Bashneft-Novoil. Construction began in 2010 and 
was completed in December 2012.

Commissioning of  the new USKA unit, which has a capacity 
of 1,200 tonnes per day, will enable the Group to quadruple 
its output of alkylate petrol (alkylate), which is used for man-
ufacturing Euro-5 petrol. The USKA unit uses STRATCOR 
technology developed by  DuPont. Concentrated sulphuric 
acid (98%) is used as a catalyst in the alkylation process. The 
launch of USKA will enable more efficient use of butane, bu-
tylene and isobutane supplied by the Ufa refineries to produce 
high-quality components of commercial petrol and increase 
the output of Euro-4 and Euro-5 petrol.

ROSK, the second unit of the complex, is designed  for pro-
cessing the catalyst of  the sulphuric acid alkylation unit, 

spent sulphuric acid being a highly toxic type of waste. ROSK 
uses technology developed by  Haldor Topsøe A/S to  ensure 
that spent sulphuric acid is continuously reclaimed. The re-
claimed sulphuric acid is reused at the USKA unit in a closed 
system, removing the need for external sources of acid and 
reducing environmental risks. ROSK processes 132 tonnes 
of spent sulphuric acid per day.

Over 20 contractors and more than 3,000 workers were in-
volved in the construction of  the USKA-ROSK complex. In-
vestments in the project, including construction of the USKA-
ROSK units and a  number of  other related facilities at  the 
refinery, exceeded RUB 8 billion.

Construction of  sulphuric acid alkylation and sulphuric acid regeneration 
units alongside the construction of the hydrogen unit and petrol hydrotreat-
ment cataltytic cracking unit will allow us to reach our goal of  fully transi-
tioning to Euro-5 grade fuels. In addition to  improving safety and reliability 
of these production processes, the project has made a significant contribution 
to improving our environmental footprint, which is one of our top priorities.

victor Gantsev

Member of the Management Board, 
Senior Vice President of Refining and Petrochemicals

”

Future plans
Two final projects being implemented to ensure the Compa-
ny’s compliance with the Technical Regulations are expected 
to be commissioned in 2014:

·  Construction of a hydrogen unit is being completed at No-
voil. The unit will have capacity of up to 153 thousand tonnes 
of hydrogen per year. Hydrogen is used to produce fuels with 
extremely low sulphur content. 

·  A catalytic cracking petrol hydrotreater constructed at Ufa 
Refinery in 2013 is being debugged. This unit has capacity 
of 1,300 thousand tonnes per year, and reduces sulphur con-
tent to the levels required by the Euro-5 standard.

Completion of  these projects will help us  achieve our stra-
tegic objective of  completely switching to  producing Euro-5 
motor fuels by 2016.

The Company is implementing two projects with the aim of im-
proving refining depth: construction of additional processing 
lines at  the elemental sulphur production unit at  Ufaneft-
ekhim and Ufa Refinery. As  fuel purity is  increased to meet 
Euro-5 standard, the amount of  sulphur extracted grows. 
In addition, we are planning to increase utilisation of second-
ary processes for processing VGO after the new hydrogen unit 
is constructed. This will lead to an increase in the yield of hy-
drogen sulphide which will need to be recycled. By increasing 
the capacity of  the units, we will recycle all the sulphurous 
gas and improve the environmental sustainability of our pro-
duction processes.

The construction of a new delayed coker unit will also start 
at Ufa Refinery in 2014. 

This program will enable Bashneft to completely phase out 
production of heavy petroleum products. 



Bashneft refinery complex modernisation programme
In 2014, we will complete projects to help us complete the switch to producing fuels that meet high emissions standards in ac-
cordance with the Technical Regulations.

We are planning to complete the projects to end production of fuel oil and vacuum gas oil by 2018-19. 
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Construction of 
an additional elementary sulphur 
production unit technological line, 

Ufaneftekhim

Construction of a hydrogen 
production unit, Novoil

Cconstruction of an additional elementary sulphur production unit 
technological line, Ufa Refinery

Upgrading gas catalysis 
production, Novoil

Reconstruction of the 
hydrocracking unit, Ufaneftekhim

Construction of USKA-ROSK unit, 
Novoil

Increasing the capacity 
of the delayed coking unit, 

Ufaneftekhim

Construction of catalytic cracking petrol 
hydrotreatment unit, Ufa Refinery

Construction of a delayed 
coking unit, Ufa Refinery

2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E 2019E

UPGRADES TO REFINING OPERATIONS Key refining upgrade projects through 2019 

Branch Description/ project goal Completion deadline

Novoil

Construction of a hydrogen production unit 

The unit will meet all the hydrogen requirements of Ufa refineries producing motor oils with ultralow sul-
phur content to Euro-4 and Euro-5 standards. As a by-product, additional secondary energy resources are 
generated, reducing consumption costs.
The designed capacity of the unit is 153 thousand tonnes of hydrogen per year, making it the most powerful 
unit of its type in Europe.
The licensor is US engineering company Foster Wheeler, which has great experience of implementing 
cutting-edge technology around the world. The planning and engineering documentation was developed 
by local specialists from Salavatneftehimproekt.

2010-2014

Novoil

Upgrading gas catalysis production

Upgrade of the Absorbing Gas Fractionation Unit (AGFU-1) and isomerisation unit. The goal of the project 
is the production of a high-octane isomerisate (a component of Euro-5 petrol), as well as the extraction 
of isobutene (used as a raw material for the new sulphuric acid alkylation unit).

2010-2013

Novoil

Construction of a sulphuric acid alkylation unit and reclamation of spent sulphuric acid. 

The new sulphuric acid alkylation unit with capacity of 1,200 tonnes per day will allow the Company to qua-
druple its production of alkylate – one of the most important components of Euro-5 petrol. 
The complex’s second unit – ROSK – will recycle the sulphur acid used as a catalyst in the SKA unit and 
a highly toxic waste product. 

2010-2013

Ufa Refinery

Construction of catalytic cracking petrol hydrotreatment unit 

The construction of a catalytic cracking petrol hydrotreatment unit with capacity of 1,300 tonnes per annum 
will improve petrol production by reducing sulphur substance to Euro-5 standard according to the require-
ments of the Technical Regulations.
Construction and installation works were completed in 2013. Currently, the unit is in service, and adjust-
ments are being made to its operating regime. 

2010-2014

Ufaneftekhim

Construction of an additional elementary sulphur production unit technological line 

Construction of a new SPU will allow:
·  utilisation of all sulphur-containing gas;reducing the negative environmental effects of production;
·  compliance with environmental requirements on harmful atmospheric emissions.

2013-2015

Ufa Refinery

Cconstruction of an additional elementary sulphur production unit technological line 

Construction of a new SPU will allow:
·  utilisation of all sulphur-containing gas; reducing the negative environmental effects of production;
·  compliance with environmental requirements on harmful atmospheric emissions.

2012-2017

Ufaneftekhim

Reconstruction of the hydrocracking unit 

Reconstruction of the hydrocracking unit increased the unit’s capacity by half, from 0.9 million tonnes 
to 1.35 million tonnes. 
The project increased refining yield and the share of light products. 

2011-2013

Ufaneftekhim

Increasing the capacity of the delayed coking unit 

Increasing the capacity of the DCU from 1.2 to 1.6 million tonnes per annum will help boost refining depth 
to more than 95% even at a high level of raw material load, and to produce fuel oil exclusively based 
on consumer demands. 
A DCU with capacity of 1.2 million tonnes per annum was commissioned in 2009, increasing refining depth 
at the plant up to 94.8%.

2010-2012

Ufa Refinery

Construction of a delayed coking unit 

The project is categorised as long-term. Bringing the unit into service will increase refining depth up to 
95%.

2018
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Marketing
Increasing efficiency of sales

Bashneft sells crude oil and petroleum products on the domestic market and for export. Our strategic goal in mar-
keting is to develop our sales channels as well as direct access to the end customer. We are developing our own 
retail network and those of our partners, and implementing a large-scale filling station rebranding programme 
in order to reach this goal.

Sales

Refined products 
and petrochemicals

Crude

Domestic Market Export

Crude sales
0.5 mln tonnes

Wholesale
9.0 mln tonnes

Retail 
1.4 mln tonnes

Crude sales
4.7 mln tonnes

Customs Union countries
0.7 mln tonnes

Non-Customs Union countries
8.7 mln tonnes

We strictly adhere to our quality stan-
dards at  every stage – from the oil 
refinery’s reservoirs to  the “pistol” 
at  the gas station. Of course regular 
modernisations and upgrades at our 
refineries play an important role, but 
the professionalism of our employees 
is no less important.

Maxim Andriasov
Member of the Management Board, 

First Vice President, Refining and Commerce 

”

Oil supplies
We supply oil produced by Bashneft through three channels:
· as raw material for the Group’s refining operations;
·  domestic sales;
·  export sales.

We supply about 70% of the oil we produce to our refineries: in 2013, this 
came to 10.9 million tonnes, 4% higher than in 2012. To ensure optimal 
refinery throughput, Bashneft also purchased 10.5 million tonnes of West 
Siberian oil and gas condensate.

In 2013, domestic sales of oil totalled nearly 0.5 million tonnes, compared 
to 0.4 million tonnes in 2012. Some crude is sold domestically in low quan-
tities to ensure balanced utilisation of the Group’s own refining capacities.

In 2013, oil exports totalled 4.7 million tonnes, about the same level as the 
previous year.

During the reporting period, Novorossiysk port (33%) and Hungary (27%) 
were key export destinations; Bashneft also significantly expanded sup-
plies to  Slovakia (24%) and Belarus (11%). Geographical diversification 
of supplies and entering new premium markets are our strategic priorities 
for oil exports. Supplies are distributed based on an efficiency analysis.

Breakdown of export sales of crude oil, %

2011 2012 2013

Novorossiysk port2 4 16 33

Hungary1 0 6 27

Slovakia 0 0 24

Belarus 0 0 11

Ust-Luga port2 0 10 2

Kozmino port2 0 0 2

Poland1 38 30 0

Primorsk port2 14 25 0

Czech Republic1 40 9 0

Gdansk port1 4 4 0

Note:
1 – Exports via Transneft to the border crossing with non-CIS countries.
2 – Exports via Transneft by sea port.

DISTRIBUTION OF OIL PRODUCED By BASHNEFT, MILLION TONNES

2011 

2012 

2013 

10.4

10.5

10.9

0.4

0.5

3.6

4.5

4.7 16.1

15.4

15.11.0

Deliveries of crude to own refineries

Domestic crude sales

Export crude sales
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Sales of petroleum products 
and petrochemicals
We supply petroleum products and petrochemicals through the following 
channels:

1. Domestic sales:
·  retail sales through a network of filling stations;
·  wholesale (including small wholesale).

2. Export sales:
·  countries outside the Customs Union;
·  Customs Union countries.

Sales volumes are distributed to maximise economic benefit and are large-
ly driven by macroeconomic conditions within any given period.

Distribution of petroleum product sales, million 
tonnes

2011 2012 2013

Domestic sales 10.2 10.7 10.4

through the network of filling 
stations 1.0 1.36 1.4

wholesale (including small 
wholesale) 9.1 9.3 9.0

Export sales, of which: 9.2 8.6 9.4

Countries outside of the Cus-
toms Union 7 6.1 8.7

Members of the Customs Union 2.2 2.5 0.7

Domestic sales of petroleum products and 
petrochemicals 
In 2013, over 53% of  our total products (10.4 million tonnes) was sold 
on the domestic market.

The main products sold by Bashneft include high-octane petrol (38%) and 
diesel fuel (24%).

Rail freight accounts for almost all fuel oil and petrol supplies in the domes-
tic market, as well as three-quarters of diesel fuel supplies.

Fuel produced by Basheft regularly wins awards in Russian competitions. 
In 2013, Ufaneftekhim won a nationwide competition in the “100 Top Russian 
Goods” programme. Super Euro-98 petrol and lubricating oil for aircraft tur-
bine engines produced by Novoil were awarded diplomas by the All-Russian 
Quality Organisation.

Breakdown of domestic sales, million tonnes

2011 2012 2013 Share 
in 2013

High-octane petrol 3.8 4.0 4.0 38.3%

Diesel fuel 2.2 2.5 2.5 23.7%

Fuel oil 1.7 1.9 1.5 14.2%

Petrochemicals 0.4 0.3 0.3 2.7%

Low-octane petrol 0.3 0.2 0.1 1.1%

Naphtha 0.0 0.0 0.0 0.3%

Other 1.7 1.8 2.1 19.7%

Total 10.2 10.7 10.4 100%

OIL PRODUCT SHIPMENTS IN 2013

0% 20% 40% 60% 80% 100%

Fuel oil

Diesel

Petrol Pipeline

Rail

1%

25%

2%

99%

75%

98%

Retail sales

Improvement of  direct access to  end customers and geo-
graphic diversification of  sales are our strategic goals for 
petroleum products and petrochemicals marketing to the do-
mestic market.

In pursuing this goal, we  are constantly looking for ways 
to  expand our economically viable retail network, as  well 
as implementing a large-scale programme of filling stations 
rebranding.

In 2013, high-margin retail sales of petroleum products came 
to 1.40 million tonnes accounting for 13.5% of total domestic 
sales. Retail sales volume has increased by  125% over the 
last three years.

In October 2013, filling stations in Bashkortostan and Udmur-
tia started selling AI-92 ATUM petroleum, which meets Euro-
5 standards. In 2014, sales will start at filling stations in the 
Orenburg and Sverdlovsk regions.

ATUM petroleum has been developed in  collaboration with 
BASF and is  a  next-generation fuel that thoroughly cleans 
car engines from accumulated sediments and maintains the 
cleanliness of the fuel system. This results in optimal engine 
operation in accordance with its initial settings, rated capacity 
and maximum service life; fuel consumption and emissions 
into the atmosphere are reduced. The fuel is environmentally 
cleaner, producing exhaust fumes that contain less sulphur, 
benzene, aromatic hydrocarbons and other substances. Fur-
thermore, ATUM provides increased resistance to  low tem-
peratures and a high degree of protection against corrosion 
for key engine mounts.

  For more information on ATUM fuel, see the Refining section.

NUMBER OF PETROL STATIONS

485

473

485

225

259

279

0 100 200 300 400 500 600 700

764

732

7102011

2012

2013

Owned and leased petrol stations15 

Partner petrol stations

I am pleased that the petrol station rebranding programme is going well, and 
is contributing to growth in our retail sales. The launch of ATUM fuel was an in-
disputable success story, which has been very well received by consumers.

Dmitry Panyukov

Member of the Management Board, 
Vice President, Regional sales

”

 
15. Number of petrol stations on the Company’s balance sheet as of the 
end of the year.

Since 2012, Bashneft sells petrol and 
diesel fuel of only Euro-5 standard 
through  its own retail network.
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Increasing the economic efficiency of  petroleum products 
sales to the domestic market through our own and controlled 
sales channels is  a  strategic priority for Bashneft. In  2013, 
our retail sales network grew from 732 to 764 filling stations, 
of which 485 are Bashneft’s own.

In June 2013, Bashneft completed the acquisition of a 100% 
stake in  LLC Alternativa, which owns 12 filling stations 
in Orenburg Region under the Q&R brand name, accounting 
for slightly more than 1% of retail sales of petroleum products 
in the region. All of the network’s filling stations are located 
in large towns in Orenburg Region, including five in Orenburg, 
the region’s administrative centre.

In addition to expanding the geography of our operations in Russia and 
abroad, we are increasing the attractiveness of our brand, which requires 
being vigilant in our legal defense, including protection from unscrupu-
lous competition.

Kirill Andreichenko
Member of the Management Board, 

Deputy Chairman of the Management Board, Vice President, 
Corporate Governance and Legal

”

Development of the partner network

In addition to  our own retail sales network, we  continue 
to  actively develop the partnership programme launched 
in April 2010 to promote our high-quality products. In 2013, 
eight long-term contracts with various companies were 
in force to support sales of Bashneft’s fuel through 279 fill-
ing stations in 18 regions of Russia. In 2013, 571 thousand 
tonnes of  fuel were sold through partner filling stations, 
which increased in number from 259 in 2012 to 279 at the 
end of  2013. Licence agreements for the right to  use the 
Bashneft trademark were concluded with members of the 
partnership programme, and rebranding works launched 
at partners’ filling stations.

RETAIL NETWORK MAP

Bashkortostan

Chuvashia

4

1

Dagestan 

Mordovia 

Krasnodar 
territory

Vladimir
region

Volgograd region

Voronezh region

Tambov 
region

Nizhny 
Novgorod region

Rostov region

Saratov region
Samara region

Ulyanovsk 
region

Tatarstan

Orenburg 
region

Chelyabinsk 
region

Kurgan 
region

Sverdlovsk region

Udmurt 
RepublicMari-El 

Belgorod 
region

Smolensk 
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26Partners’ filling 
stations

Own filling stations 
(operating) Total number of filling stations in region

13

811

24

46

344

9 31

12

2

101

6

1

30
26

2

RETAIL NETWORK REBRANDING 

In 2012, the Group launched a programme aimed at rebranding its own network of filling stations in order to stan-
dardise exterior design, improve brand recognition and increase customer loyalty.

In 2012, the Board of Directors approved the concept for the exterior design of the filling stations and the rebranding 
schedule. Corporate standards for the design of filling stations of various formats were developed, and contractors 
were selected.

The rebranding started at the end of 2012. The first station meeting the Group’s corporate standards opened in De-
cember 2012 in Ufa.

In 2013, 56 filling stations were reequipped (12% of Bashneft’s network).

The rebranding programme is slated to take three years – starting in 2013 and ending in 2015 – and includes renova-
tion and rebranding of 243 stations, or 50% of the Company’s own network. We plan to invest RUB 6.5 billion in the 
project.

Our new corporate brand is more than just a general approach to the design 
of our gas stations. It is about improving the quality and range of services 
we offer. The rebranding of gas stations will enable us to increase customer 
loyalty to Bashneft products in the regions where we operate, which should 
help increase sales of oil products to end consumers.

Dmitry Panyukov
Member of the Management Board, 

Vice President of Regional Sales

”

Promoting the Bashneft brand
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Wholesale and small wholesale 

In 2013, wholesale sales of  petroleum products and petro-
chemicals (including small wholesale) totalled 9.2 million 
tonnes.

The Group’s branch Bashneft–Regional Sales (previously LLC 
Bashneft–Region, a marketing subsidiary) is responsible for 
small-scale wholesale distribution of  petroleum products. 
The unit controls a network of regional sales offices that de-
liver products from the Ufa refineries to more than 30 regions 
of Russia.

Bashneft is  actively expanding its network of  marketing en-
terprises in  order to  increase small-scale wholesale supplies 
of motor fuel in priority regions. These include mostly regions 
bordering Bashkortostan, as well as Moscow and St Petersburg, 
as the most intensive markets in terms of consumption volumes.

In 2013 Bashneft continued development of wholesale chan-
nels. In  accordance with the requirements of  the Ministry 
of  Energy and the Federal Antimonopoly Service of  Russia, 
and in order to improve transparency, petroleum product sales 
via the St Petersburg International Mercantile Exchange were 
significantly increased. Total sales on  the exchange in  2013 
came to 960 thousand tonnes of petroleum products.

OIL PRODUCT EXPORTS IN 2013

Pipeline

Rail

Ship

98%

13%

69%

2%

87%

31%

0% 20% 40% 60% 80% 100%

Fuel oil

Diesel

Fuel oil

Exports of petroleum products
In 2013, Bashneft exported 9.4 million tonnes of petroleum 
products and petrochemicals. More than 90% was sold 
to countries outside the Customs Union, mainly to Northern 
Europe. Sales to Customs Union countries totalled 0.7 million 
tonnes. 

The main export product is diesel fuel (53% of supplies). Vac-
uum gas oil and fuel oil also have significant share (19% and 
16% respectively).

The Group exported its petroleum and petrochemicals via 
OJSC Transnefteprodukt’s system of export pipelines, by rail 
to  Kazakhstan and European countries, and through ma-
rine terminals to ports in St Petersburg, Vysotsk, Novoros-
siysk and Kaliningrad. It also shipped products at the buyer’s 
expense to  Europe by  road. During the navigating season, 
in  2013 fuel oil was shipped from Ufa via water transport. 
To organise this, moorings were prepared for handling and 
filling.

In 2013, fuel oil was mainly supplied by rail freight (about 69% of the total), and the rest by water. Diesel fuel was transported 
by pipeline, and petrol mainly by rail (87%).

Exports of petroleum products and petrochemicals, million 
tonnes 

2011 2012 2013
Share

in
2013

Diesel fuel 5.3 5.0 4.9 52.7%

Vacuum gas oil 1.9 1.6 1.8 18.7%

Fuel oil 1.0 1.0 1.5 16.0%

High-octane petrol 0.4 0.5 0.7 7.6%

Naphtha 0.4 0.1 0.1 1.3%

Petrochemicals 0.1 0.1 0.1 1.1%

Other 0.1 0.2 0.3 2.7%

Total 9.2 8.6 9.4 100.0%

Financial results

In 2013, Bashneft again delivered a  positive financial perfor-
mance. Increases in  revenue and EBITDA were driven by  or-
ganic growth of  oil production, upgrades to  production facili-
ties, an increase in the share of production of Euro-4 and Euro-5  
fuels, optimisation of  the sales structure and implementation 
of our strategic goals to simplify the Group’s structure and im-
prove corporate governance.

Despite the weak price dynamics in  foreign markets, revenue 
increased by 5.8% in 2013 year on year and reached RUB 563 
billion, due to higher oil production and refining volumes and 
higher domestic prices for petroleum products. 

Petroleum products and petrochemicals accounted for the bulk 
of revenue, with a 78% share, supporting greater sales margins. 
In  terms of  the geography of  petroleum products and petro-
chemicals sales, export and domestic supplies are distributed 
in roughly equal proportions, helping to balance price dynamics 
in different markets and exchange-rate fluctuations.

Oil sales account for 20% of revenue, comprised mainly of ex-
port sales.

In 2014, we expect the completion of two final projects to sup-
port production of Euro-4 and Euro-5 fuels; further down the 
road, by 2018-19 we anticipate completing projects to increase 
refining depth, which will help further increase sales of prod-
ucts with high added value.

In absolute terms, EBITDA grew by 2.5%, with an EBITDA mar-
gin of 18%. EBITDA was affected by an increase in non-control-

lable costs in the tax burden, primarily MET and export duties, 
due to increase export volumes to countries which are not part 
of the Customs Union. It was also affected by higher unit costs 
for production related to the expansion of exploration and seis-
mic surveys and the high cost of oil production in the early de-
velopment phase at the Trebs field.

Capital investments remained at the 2012 level and amounted 
to RUB 30.4 billion. Development of the Trebs andTitov fields 
and upgrade works at refining facilities remain the main items 
of capital expenditure.

CAPITAL INVESTMENTS, RUB MILLIONS

2013 was a  very successful year for 
the Company, financially. We demon-
strated robust growth across our fi-
nancial metrics, once again increas-
ing our revenues and net profit, while 
lowering our leverage. Our ROACE 
reached 24%.

Denis Stankevich
Member of the Management Board, 

Vice President, Economics 
and Finance – Chief Financial Officer

”

2011

2012

2013

1,027

1,715
30,441

30,789

25,007
2,432

Downstream

Upstream

Other
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15,144
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14,113 8,462

13,582 
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Revenue

EBITDA

Net profit

EBITDA margin, %

19% 19%
18%
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2011 2012 2013 

RUB million

486.3
532.5 563.3

93.9 99.0
56.6

101.4

46.453.3

REVENUE AND EBITDA MARGIN

At the end of 2013, net cash flow from operating activities increased by 16% and amounted to RUB 82.7 billion.

NET CASH FLOW FROM OPERATIONS, RUB BN 

65.6

71.1

82.7 Net cash flow from 
operations

2011

2012

2013

21%

23%

24%

20%

21%

22%

23%

24%

25%

2011 2012 2013

ROACE
As of  the end of  the year, the 
Company’s ROACE reached 24%, 
compared to  23% the year be-
fore.

ROACE, %

Debt portfolio
Debt portfolio management is based on the principles of maintaining an optimal debt load and flexibility while the pace of de-
velopment of the Group is retained. Special attention is given to the following:
·  Extending maturity and evening out repayment profile;
·  Reducing financing risks;
·  Aligining maturity dates with the timeframe of investment projects;
·  Diversification; 
·  Reducing currency and interest rate risks.

As at year-end 2013, the Group’s total debt amounted to RUB 90.8 billion, which was 17.6% lower than at the end of 2012. Ad-
justed net debt for the Group16 decreased year-on-year from RUB 78.0 billion to RUB 74.4 billion.

DEBT STRUCTURE AND LEVERAGE

Bashneft’s debt portfolio has a balanced structure and repayment sched-
ule, and is optimised in terms of currencies and types of debt.

Denis Stankevich
Member of the Management Board, Vice President, 

Economics and Finaice – Chief Financial Officer

”

 
16.  Corresponds to the figure disclosed by the Company in Management Discussion and Analysis of Financial 

Results of Bashneft Group. Calculated as total debt minus cash and cash equivalents and short-term 
financial investments, such as promissory notes and deposits.
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The Company’s weighted-average interest rate in 2013 decreased from 8.4% to 6.1%

As a result of optimizing and reducing overall debt levels in 2013, the Company’s adjusted net debt to EBITDA ratio decreased 
from 0.8x to 0.7x at the end of the year. Total debt to equity ratio decreased by 6 percentage points to 38.4% at the end of 2013.

CURRENCy OF DEBT PORTFOLIO

63%

37%

US dollars*Rubles

* Dollar-denominated portion represents effective share, 
including cross-currency swaps.

PUBLIC DEBT INSTRUMENTS AS A PORTION OF 
TOTAL DEBT

0%

50%

100%

2011 2012 2013

Private debt instruments

Public debt instruments

20% 23%
53%

80% 77%
47%

Bond portfolio

The company makes extensive use of the bond market to low-
er its cost of  borrowing and replace more expensive bank 
borrowings through increased public debt, thereby extending 
debt maturity profile and diversifying its investor base. At the 
end of 2013, public debt instruments constituted 53% of the 
Company’s debt portfolio.

Strong interest from investors in  Bashneft’s bonds, active 
participation on  the corporate loans market and the high 
credit quality of the Group have all played a role in the ma-
jority of  Bashneft’s securities being included in  the highest 
category of  the MICEX quotation list. In  addition, our most 
recent placements have had put options of 5-7 years as op-
posed to 2-3 years for the first bonds we floated. We believe 
it’s an excellent result for a BB-rated issuer.

Overview of the Company’s work on the public debt markets 
in 2013:
·  In February 2013, Bashneft issued series 06, 07, 08 and 09 

bonds with a total par value of 30 billion rubles. The coupon 
rate on series 06 and 08 bonds was set at 8.65%; the rate 
on series 07 and 09 bonds was set at 8.85% with a put option 
in 7 years.

·  In December 2013, Basehneft redeemed BO-01 series bonds 
at their face value to the amount of RUB 7 billion, in addition 
to paying the accrued coupon. The coupon rate for the out-
standing bonds amounting to RUB 3 billion was equivalent 
to 0.1% until maturity in December 2014. 

  Additional information on  the Group’s consolidated debt can be  found 
on Note 20 to the consolidated financial statements for Bashneft Group for 
2013

For more information on  the Com-
pany’s outstanding bonds, see the 
Group’s website: http://www.bashneft.
com/shareholders_and_investors/
capital/debt_portfolio/ 

Credit ratings

In May 2013 Fitch Ratings confirmed Bashneft’s “BB” Long-Term Foreign and Local Currency Issuer Default Rating. The rating 
outlook was changed from “Stable” to “Positive”, reflecting the rating agency’s expectation that in the medium-term Bashneft 
will continue to see stable output at mature fields and that it will demonstrate strong credit worthiness. The outlook also re-
flects progress to-schedule on exploration at the Trebs and Titov fields.

In late March 2014 Fitch Ratings confirmed Bashneft’s corporate ratings and ruble bonds ratings assigned earlier having kept 
“Positive” outlooks.

Credit ratings and issuer default ratings 

Agency Rating Outlook

CORPORATE RATINGS

Moody’s Investors Service
Corporate family rating Ва2 Stable

Probability of default rating Ва2 Stable

Moody’s Interfax National scale rating Аа2.ru Stable

Fitch Ratings

Long-term foreign currency issuer default rating ВВ Positive

Long-term local currency issuer default rating ВВ Positive

National long-term rating АА-(rus) Positive

Short-term foreign currency issuer default rating В

Short-term local currency issuer default rating В

RUBLE BOND RATINGS

Fitch Ratings
Foreign currency senior unsecured ratings ВВ

National senior unsecured rating АА-(rus)

We were very pleased with the interest in providing financing to Bash-
neft from leading international banks, which is a reflection of the Com-
pany’s position as a high-quality borrower. Borrowed funds will enable 
us to further diversify our debt portfolio, balance the currency structure 
of our debt and lower the cost of servicing our debt.

Denis Stankevich
Member of the Management Board, Vice President, 

Economics and Finance – Chief Financial Officer

”

http://www.bashneft.com/shareholders_and_investors/capital/debt_portfolio/
http://www.bashneft.com/shareholders_and_investors/capital/debt_portfolio/
http://www.bashneft.com/shareholders_and_investors/capital/debt_portfolio/
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THE ART OF CREATING 
SHAREHOLDER vALUE Changes to the Group’s structure

The main principle guiding our investor 
relations practice is to ensure equal treat-
ment and to  take into account the inter-
ests of every shareholder without excep-
tion. Our success in expanding the scale 
of our business and increasing efficiency, 
combined with our conservative financing 
policy, have created the potential for fur-
ther value growth.

Alexander Korsik
President of Bashneft, 
Chairman of the Board

”

In 2013, the Company continued to take steps to enhance its corporate structure. The reorganisation was carried out as part 
of a complex strategy aimed at optimising the Company’s structure, facilitating increased shareholder value in the long term 
and protecting the interests of minority shareholders. At the end of the year, the final stage of this Group reorganisation was 
launched. This entailed eliminating cross shareholdings within the Group and divesting stakes in non-core assets.

Establish a vertically 
integrated oil 
company 

Achieve transparent ownership 
and simple corporate structures 

Increase in dividend per share 

Increase of stakes of all 
shareholders 

Cancellation of intragroup loans 

Reduction of transaction costs 

Potential increase in the free 
float of ordinary shares 

Completion of the spin-off of 
non-core assets 

Optimise 
corporatestructure

Improvement of business efficiency 

Promotion of competition 
among service providers 

Promotion of competition 
among service providers 

Disposal of non-core assets, focus on core business 

Cash flow 
consolidation 

Establish a single 
operational decision-
making center 
for all business 
lines: production, 
processing and sales

Transition to 
a single Bashneft 
share

March – October 2012 December 2012 September 2013 October 2013 December 2013 – june 2014

Reorganization 
of Sistema-Invest

Spin-off of Non-core Assets

Railway cars Petrochemical 
business Oilfield Services
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The reorganisation process was carried out in three consecutive steps: 

1.  TRANSITION TO  A  SINGLE BASHNEFT SHARE. 
As  a  first step, the Company undertook a  process 
to  merge five subsidiary companies (Ufa Refinery, 
Novoil, Ufaneftekhim, Bashkirnefteprodukt and Oren-
burgnefteprodukt) into the Group. The objective of this 
reorganisation was to  consolidate subsidiaries into 
a single Bashneft share and simplify what had histori-
cally been a complex corporate structure. This phase 
was completed in 2012.

2.  DIvESTMENT OF  NON-CORE ASSETS. After estab-
lishing an integrated company and simplifying its cor-
porate structure, in 2012-2013 the Company carried 
out a number of activities aimed at spinning off non-
core assets. As a part of this step, the Company spun 
off its petrochemical, service and transport assets.

3.  ELIMINATION OF  CROSS SHAREHOLDINGS. The fi-
nal stage of  Bashneft’s reorganisation will facilitate 
increased operational efficiencies and a  material 
growth in shareholder value. The merger of Bashneft-
Invest CJSC into the Group at  the end of  2013 and 
beginging of 2014 will eliminate cross shareholdings 
within Bashneft. 

Each of these stages was aimed at enhancing various aspects 
of the Group’s corporate structure. Taking an integrated ap-
proach to  the reorganisation means that the Company was 
able to simplify its ownership structure and allow sharehold-
ers the right to participate in the financial results of the Group 

as a whole, as opposed to only certain subsidiaries. In addi-
tion, decision-making processes were optimised and core 
operations’ efficiency was improved due to no longer having 
to  develop non-core businesses. Cross shareholding was 
eliminated and a  fully transparent corporate structure was 
achieved. 

The complex reorganisation process 
was based upon the principle of 
transparency and was carried out in full 
accordance with Russian legislation, 
which allowed for the protection of 
minority shareholder rights at every 
stage of the process.  

In  accordance with Russian law, shareholders of  Bashneft 
and the consolidated subsidiaries who voted against the reor-
ganisation, or chose not to vote at all, had the right to tender 
their shares for buyback. At each stage of the reorganisation 
an independent auditor was engaged to determine a price for 
the share buybacks. The methodology used by  independent 
appraisers to determine the price for the share buybacks was 
reviewed by a Big Four consulting firm.

Overview: Steps in the comprehensive strategy to simplify corporate 
structure

Transition to a single 
Bashneft share

March 2012 A Consolidation Agreement was provisionally approved by the Board of Directors; conversion ratios 
and the price of shares to be repurchased from subsidiaries were determined

April 2012
An extraordinary General Meeting of shareholders approved the consolidation of JSOC Bashneft’s 
subsidiaries with the Company; a decision was taken to increase the authorised share capital; Federal 
Antimonopoly Service approved the consolidation

june 2012
Reports on the results of shareholders' buyback requests were approved; securities were bought 
from those shareholders who had submitted their requests in compliance with legislation. The total 
sum allocated by the above-mentioned subsidiaries for the share buyout amounted to RUB 19.034 
billion

Spin-off of non-core 
assets

july 2012 The Board of Directors approves the structure for the oilfield services holding company to be formed 
around Bashneft-Service Assets

August 2012 Consolidation of transport assets begins. The Group concludes deals to acquire a 50% stake in Fi-
nancial Alliance LLC, into which Bashneft contributed a fleet of approximately 4,500 railcars

Transition to a single 
Bashneft share

October 2012
JSOC Bashneft completed the reorganisation through consolidation of five subsidiaries with the 
Company; notification was received that these subsidiaries ceased to exist as legal entities. Reports 
on the results of additional issues of securities were approved. Shares of subsidiaries were ex-
changed for those of JSOC Bashneft

November 2012 The FSFR registered reports on the results of additional issues of securities. Moscow Exchange 
admitted additionally issued securities to trading

Spin-off of non-core 
assets

December 2012 The Board of Directors approved the sale of Bashneft’s 50% stake in Financial Alliance LLC to its 
parent company JSFC Sistema for RUB 3.41 bn 

February 2013 The Board of Directors of JSOC Bashneft took a number of decisions to initiate the consolidation 
of the Company’s petrochemical assets around JSOC UPC

Transition to a single 
Bashneft share March 2013 Combined share issues of JSOC Bashneft commence trading on the MICEX Exchange

Spin-off of non-core 
assets

March 2013 Formation of oilfield services holding completed

August 2013 JSOC Bashneft EGM approved the sale of all of the Company’s shares in UPC to JSFC Sistema for 
RUB 6.2 bn

October 2013 Completion of the transaction to sell 100% of LLC Bashneft-Service Assets to JSFC Sistema for 
RUB 4.1 bn

Elimination of cross 
shareholdings

December 2013 Announcement of the decision to eliminate cross shareholdings in JSOC Bashneft through the reor-
ganisation of CJSC Sistema-Invest. Price for mandatory share buyback approved

February 2014 Approval of Bashneft-Invest’s merger into Bashneft at the EGM of JSOC Bashneft. Further steps 
to eliminate cross shareholdings also approved 

March 2014 JSOC Bashneft’s Board of Directors approves a report on the results of the shareholders who ten-
dered their shares into the buyback as part of the merger of Bashneft-Invest

April 2014
Settlement of payments for the share buyback as part of the Group reorganisation through merger 
of Bashneft-Invest into Bashneft Group. Altogether, the Company spent RUB 17.9 bn on the share 
buyback

By the end 
of Q2 2014

Completion of reorganisation: liquidation of Bashneft-Invest, cancellation of 20.2% of Bashneft’s 
ordinary shares and cancellation of preferred shares acquired by the Company
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TARGET GROUP STRUCTURE FOLLOWING THE THIRD PHASE 
OF THE REORGANISATION (ELIMINATION OF CROSS SHAREHOLDINGS)

Note: Percentage of share capital. 
Percentage of ordinary shares shown 
additionally in parentheses.

19.9% (11.5%)

GROUP STRUCTURE (FOLLOWING FIRST AND SECOND PHASES OF REORGANISATION)

Note: Percentage of share capital. 
Percentage of ordinary shares shown 
additionally in parentheses.

25.24% (30.24%)

GROUP STRUCTURE BEFORE REORGANISATION17

Note: Percentage of share capital. 
Percentage of ordinary shares shown additionally in parentheses. 

 
17. As of 31 December 2011.

Bashneft-Polyus

Ufaneftekhim

50.60%

50.60%

27.0% (13.7%)

74.9%

52.10% (61.3%)
20.9% (25.0%)

54.9%

(65.7%)

61.8%

(67.4%)

(62.7%)

56.3%

56.9%

(61.4%)

(100%)

94.0%

56.5%

(65.3%)

21.50%

(24.90%)

17.2%

(18.6%)

22.5%

(25.5%)

25.6%

(28.2%)

18.2%

(22.4%)

8.1%

(8.1%)

7.3%

(7.3%)

7.3%

(7.3%)

26.7% (26.7%)

Novoil

Ufa Refinery

Bashkirnefteprodukt

Orenburgnefteprodukt

Ufaorgsintez

Minorities JSFC Sistema CJSC Sistema-Invest

JSOC Bashneft

Bashneft-Polyus LLC

50.60%

50.60%

21.01% (10.68%)

74.9%

50.10% (57.26%)

49.40% (49.40%)

21.50% (24.90%)

Ufaorgsintez OJSC

Minorities JSFC Sistema CJSC Sistema-Invest

Upstream

JSOC Bashneft

Refining

Marketing

Bashneft-Polyus LLC

100%

74.9%

63.3% (71.8%)
10.7% (12.6%)

4.6%

(2.3%)

Shares owned 
by Bashneft 
subsidiaries

Minorities JSFC Sistema CJSC Sistema-Invest

JSOC Bashneft

Treasury stock 1.5% 
(1.8%)

Upstream

Refining

Marketing

Transition to a single Bashneft share

We are now a fully integrated oil company

The initial step in enhancing the corporate structure was the 
transition to  a  single Bashneft share in  2012, through the 
consolidation of the five largest subsidiaries into the Group. 
The legacy corporate structure had meant that the Group was 
unable to achieve all of its strategic goals in corporate gover-
nance. As a result of the reorganisation, Company manage-
ment was able to materially increase the Group’s efficiency 
across all of its business segments.

In March 2012, the Board of Directors, and subsequently the 
AGM of  JSOC Bashneft and its subsidiaries, approved the 
terms for the merger. At the end of June 2012, JSOC Bash-
neft and its subsidiaries participating in  the reorganisation 
fulfilled their obligations to buy out shares. The total sum al-
located by these subsidiaries for the buyout amounted to RUB 
19.034 billion. In  October 2012, JSOC Bashneft completed 
reorganisation through consolidation of five subsidiaries with 
the Company. The Group received notification that these sub-

sidiaries ceased to exist as  legal entities and exchanged its 
subsidiaries’ shares for shares in JSOC Bashneft.

Enhancing corporate structure through the transition 
to a single Bashneft share meant that stockholders were now 
able to  participate in  the financial results of  the Company 
as a whole and not just in certain subsidiaries.

JSOC Bashneft was transformed into a single operational de-
cision-making centre for all of the Company’s business seg-
ments: upstream, refining, and marketing.

Integration of subsidiaries led to an optimised Group struc-
ture and the formation of  a  truly vertically integrated com-
pany. As part of the transition to a single share, the Company 
succeeded in increasing share liquidity and protecting minor-
ity shareholders’ rights while simultaneously reducing tax 
risks for the Group.

As part of the reorganisation the Group issued additional shares. Read more about 
the reorganisation process on Bashneft’s website: 
http://www.bashneft.com/shareholders_and_investors/reorganization/
http://www.bashneft.com/shareholders_and_investors/capital/securities/

http://www.bashneft.com/shareholders_and_investors/reorganization/
http://www.bashneft.com/shareholders_and_investors/capital/securities/
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Divesting non-core assets

Focus on core operations: upstream, refining, 
marketing
The second stage of Bashneft’s reorganisation was the con-
solidation and further divestment of non-core assets. Spin-
ning such assets out of  the Group enabled the Company 
to solve several important strategic objectives:

·  Focus on its core business segments of oil production, refin-
ing and the sale of crude oil and refined products;

·  Enhance the efficiency of the divested assets by putting them 
into a competitive market environment, in line with interna-
tional standards; 

·  Optimisation of  contracts and service and supply agree-
ments based on market pricing; 

·  Decision-making on capital expenditure at non-core assets 
transferred to  new owners, for whom the sector is  a  core 
business; 

·  Job preservation and observance of all laws related to work-
ers’ rights at these specialised organisations that were spun 
out of the Group.

This stage entailed three large-scale consolidation and di-
vestment processes of the Group’s non-core assets:

1.  Consolidation and divestment of petrochemical as-
sets under UPC OJSC;

2.  Consolidation and divestment of oilfield service as-
sets under Bashneft-Service Assets LLC;

3.  Divestment of transport assets (Financial Alliance 

LLC).

Divestment of petrochemical assets

In 2013 the Company completed the reorganisation of Bash-
neft Group’s petrochemical assets with the goal of developing 
the business as a separate entity. 

In autumn 2011, OJSC United Petrochemical Company was 
established to develop Bashneft’s petrochemical operations. 
In April 2012, the Board of Directors approved an action plan 
to  transfer the functions of  the sole executive body of OJSC 
Ufaorgsintez to OJSC UPC, as a management company.

In February 2013, the Board of  Directors at  OJSC Bashneft 
made a  number of  decisions related to  launching the con-
solidation of  petrochemical assets within OJSC United Pet-
rochemical Company. Within a  year, all of  the Company’s 
petrochemical assets, including Ufaorgsintez, had been con-
solidated into UPC.

UPC acquired 100% stakes from Bashneft in LLC Tuimazins-
koye Gas Processing Plant and LLC Shkapovskoye Gas Pro-
cessing Plant in  addition to  signing agreements to  acquire 
previously leased property, plant and equipment. In addition, 
OJSC UPC established LLC Bisphenol, a wholly owned sub-
sidiary, which acquired the bisphenol A production unit from 
Bashneft.

The disposal of oil service and petro-
chemicals assets is  a  strategic step 
aimed at making Bashneft’s business 
model more focused and flexible. 
We  are not, however, simply leaving 
these assets to fend for themselves – 
we  continue to  work with them, but 
on market terms.

Kirill Andreychenko
Member of the Management Board, 

Deputy Chairman of the Management Board, 
Vice President, Corporate Governance and Legal

”
As part of  the petrochemical assets consolidation process, 
UPC issued additional ordinary shares. Bashneft exercised its 
preemptive right, paying for the stake in  the company with 
both cash and shares in Ufaorgsintez, thus fully divesting its 
direct stake in Ufaorgsintez. Following the transaction, UPC 
became the owner of 65.3% of Ufaorgsintez’s ordinary shares 
(56.5% of the share capital), while Bashneft kept a 98% stake 
in the share capital of UPC.

In July 2013, the Board of Directors at JSOC Bashneft decided 
to end its participation in UPC by selling its entire stake in UPC 
(98% of share capital) to JSFC Sistema. In August, Bashneft’s 
General Meeting of Shareholders approved this decision. The 
value of the transaction amounted to RUB 6.2 billion and was 
determined on the basis of an independent appraisal by a Big 
Four consulting firm.

In order to form a long-term market-based relationship be-
tween Bashneft and UPC, the companies signed an  agree-
ment for the supply of petrochemical products from Bashneft 
refineries to  UPC’s Ufaorgsintez. The agreement sets outs 
a  price formula based upon market indicators, and is  valid 
through the end of 2014.

Divestment of transport assets

As part of  ongoing efforts to  structure non-core assets, 
in  July 2012, the Board of  Directors of  OJSC Bashneft ap-
proved the acquisition of a 50% stake in the authorised share 
capital of LLC Financial Alliance (a professional rail operator) 
and a number of agreements on transferring the railcar fleet 
owned by Bashneft and its subsidiaries to Financial Alliance.

In August 2012, as a result of completed transactions Bash-
neft acquired a 50% stake in LLC Financial Alliance and trans-
ferred the railcar fleet comprising nearly 4,500 railcars owned 
by Bashneft Group to the company.

This transactions formed part of Bashneft’s strategy for the 
divestment of non-core assets, which was aimed at enhanc-
ing operational efficiency and promoting competition on the 
market in  services provided to  the Company in  the sphere 
of railway transportation of oil and petroleum products.

On 20 December 2012, the Board of Directors of OJSC Bash-
neft approved the sale of Bashneft’s 50% stake in the share 
capital of Financial Alliance LLC to JSFC Sistema, which de-
cided to develop it into a separate business. The transaction 

value was calculated based on an independent appraisal car-
ried out by a Big Four consulting firm and amounted to RUB 
3.41 billion.

Financial Alliance continues to provide Bashneft with oil and 
oil product transportation services by rail on market terms. 

Divestment of oilfield service assets

As part of the Company’s functional strategy on the manage-
ment of  oilfield service companies, in  2012-2013 Bashneft 
formed an  OFS holding company that was later spun out 
of the Group. 

In March 2012, the Board of Directors at JSOC Bashneft ap-
proved the implementation status of  the Group’s functional 
strategy, and in July that year it approved the structure of the 
oilfield service holding company to unite all of Bashneft’s OFS 
assets under Bashneft-Service Assets LLC.

Initially, the holding company included eleven oilfield service 
organisations with market development potential covering 
five types of services:

·  drilling; 

·  current and major well workovers; 

·  production of oilfield and mechanical equipment; 

·  transport-related; 

·  capital construction and road construction.

By March 2013, Bashneft completed the establishment of an 
oilfield service holding company around Bashneft-Service As-
sets. The management company of Bashneft-Service Assets 
became the owner of the 11 OFS companies. The production 
equipment that had been used by  the service organisations 
under lease was then fully purchased from Bashneft.

In October 2013, after approval from the Board of  Direc-
tors, JSOC Bashneft completed a  transaction to  sell 100% 
of Bashneft-Service Assets to JSFC Sistema. The value of the 
transaction, which had been determined by an independent 
appraiser, amounted to RUB 4.1 billion. 

All organisations that formed Bashneft-Service Assets were 
subsequently spun out of JSOC Bashneft. The Company con-
tinues to work with Bashneft-Service Assets, but now under 
agreements based on market terms. 
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BASHNEFT

BASHNEFT–SERvICE ASSETS

MARKET-ORIENTED OILFIELD SERvICE COMPANIES

Drilling Bashneft-Bureniye

Ufimsky Administration of Underground Well Workover

Bashkirsky Branch of Well Workover

Oktyabrsky Plant of Oilfield Equipment

Neftekamsky Plant of Oilfield Equipmen

Department of Motor Vechiles of Bashneft

Oktyabrskoye Adminisration of Utility Vechiles

Arlanskoye Administration of Utility Vechiles

yanaulskoye Administration “Neftestroymontazh”
Arlanskoye Administration of Maintenance  

of Site Access Roads

Well workover

Mechanical 
equipment

Transport

Construction

Eliminating cross shareholdings in JSOC Bashneft

Transition to a fully transparent corporate structure

Elimination of cross shareholdings in JSOC Bashneft is the 
final stage in  the fulfillment of  a  comprehensive strategy 
of corporate structure streamlining and divesting non-core 
assets.

Completion of  this stage allows the Company to  achieve 
a number of important objectives:
·  Creation of an optimal ownership structure and corporate 

culture by eliminating cross shareholdings in JSOC Bash-
neft, and also cancellation of  shares purchased through 
the share buyback; 

·  Completion of the divestment of non-core assets. As a re-
sult of the reorganisation, Bashneft ended its indirect par-
ticipation in Bashkir Grid Company, Ufaorgsintez and other 
non-core assets; 

·  Ordinary shares acquired by  the company through the 
merger of Bashneft-Invest into the Group, as well as pre-
ferred shares acquired through the buyback, will be can-
celled, while overall dividend payments levels will be pre-
served. As a result, dividends and earnings per share will 
materially increase.

In December 2013, Bashneft announced the start of a pro-
gramme to eliminate cross shareholdings through a merger 
with Bashneft-Invest, the 100% subsidiary of  JSOC Bash-
neft created as  a  result of  a  spin-off from Sistema-Invest. 
At the moment of the spin-off, Sistema-Invest owned 25.2% 
of the share capital of JSOC Bashneft. At the time the cross 
shareholding elimination process began, the shareholders 
of  Sistema-Invest were JSFC Sistema and JSOC Bashneft, 
with 50.6% and 49.4% stakes in  the share capital, respec-
tively.

Following the spin-off from Sistema-Invest, Bashneft-Invest 
became the owner of  20.2% of  Bashneft’s ordinary shares 
(equivalent to 16.8% of share capital). Bashneft-Invest also 
inherited Sistema-Invest’s accounts payable to  Bashneft 

in the amount of RUB 36 billion. Meanwhile, JSFC Sistema 
became the sole shareholder in Sistema-Invest, and Bash-
neft-Invest became the 100% subsidiary of JSOC Bashneft. 
The division of Sistema-Invest had no effect on  the opera-
tions or production assets of Bashneft and will likewise not 
affect future cashflows from operations.

Following the spin-off, Bashneft will consolidate and liq-
uidate Bashneft-Invest. This will lead to  the cancellation 
of 20.2% of JSOC Bashneft’s ordinary shares (16.8% of share 
capital).

The decision to proceed with merging Bashneft-Invest into 
Bashneft was taken at  a  General Meeting of Shareholders 
on 3 February 2014. Bashneft shareholders who did not vote 
or  voted against the reorganisation had the right to  ten-
der their shares for buyback. In December 2013, the Board 
of Directors had approved the price for the buyback based 
on an independent appraisal, the methodology of which had 
been reviewed by a Big Four consulting firm.

Type of shares in jSOC Bashneft Buyback price (RUB per share)

Ordinary shares 1,983

Preferred shares 1,403

On 25 March 2014, the Board of Directors approved a report 
on the results of the shareholders who tendered their shares. 
The Company carried out the buyback, settling payments 
in April 2014. Altogether, the Company spent RUB 17.9 billion 
on the share buyback.

The Company plans to  liquidate Bashneft-Invest and cancel 
the 20.2% shares it  held in  Bashneft, as  well as  the 3.91% 
of preferred shares that were bought back, by the end of Q2 
2014. This will represent one of  the largest share buybacks 
among Russian companies ever.

Advantages of the elimination of cross shareholdings: 
·  Transparent ownership structure and simplified corporate structure;
·  Increased dividends and earnings per share while maintaining current dividend levels;
·  Increase in stake size for all shareholders;
·  Exit from non-core assets; 
·  Elimination of intragroup loans;
·  Cashflow optimisation and reduction of transaction costs; 
·  Potential increase in the free float of ordinary shares.
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Shareholders equity

Over the past two years, as part of an overall strategy to increase 
shareholder value, we have carried out a number of  important 
activities aimed at making Bashneft’s shareholder structure sim-
pler and more transparent. Having completed these steps, we are 
pleased to have achieved a straightforward ownership structure 
and governance framework.

These corporate procedures were driven by the principles of en-
gaging equally with all shareholders and protecting the rights 
of all shareholders. We undertook these activities in strict accor-
dance with legislation and in line with best practice. Our initiatives 
were well received by  the investment community, which is evi-
denced by 13.5% year-on-year increase in share price, compared 
to only a 2% rise for the MICEX index during the same period.

  For more information about the Group’s shares, see the section “Equity 
market and market capitalisation”

At the end of 2012 Bashneft completed its transition to a single 
share, as a result of which the shares of five subsidiary compa-

nies (Ufa Refinery, Novoil, Ufaneftekhim, Bashkirnefteprodukt, 
and Orenburgnefteprodukt) were converted into additional shares 
in JSOC Bashneft.

In February 2013, the nine share issues of the Group from 2012 
were combined, resulting in  the main additional share issues 
of  ordinary and preferred shares of  JSOC Bashneft trading 
on Moscow Exchange under the single tickers BANE and BANEP.

In June 2013, Bashneft completed a deal to sell to a finan-
cial investor 832,082 ordinary shares and 4,730,528 pre-
ferred shares bought as  part of  the reorganisation in  2012, 
and amounting to  2.45% of  the Group’s authorised capital. 
The deal, that received all necessary corporate approvals, 
was aimed at optimising the company’s financial invest-
ments. Within the scope of the buyback right exercising, 100% 
of  Bashneft’s subsidiary Bashneft Investments S.A. closed 
a deal on the buyback of these shares from a financial inves-
tor in late 2013.

Authorised share capital18 
The Group’s authorised share capital as of 31 December 2013 
stood at RUB 227,384,465 , represented by the same number 
of shares with a nominal price of one ruble and divided into 
the following types: 
·  Ordinary shares with a  par value of  one ruble per share, 

worth a  total of  188,710,587 rubles, representing 82.99% 
of the authorised share capital of the Company;

·  Class A preferred shares with a par value of one ruble per 
share, worth a  total of  38,673,878 rubles, representing 
17.01% of the authorised share capital of the Company.

In February 2014, at an extraordinary general meeting, share-
holders approved the reorganisation by merging Bashneft-In-
vest into the Group and consequently reducing the authorised 
share capital of JSOC Bashneft. As a  result, the authorised 
share capital of JSOC Bashneft will be reduced by RUB 38.1 
million.

In addition, Group shareholders who did not vote or who voted 
against the reorganisation were granted the right to  tender 
their shares for buyback within a  set timeframe. In  accor-
dance with Russian legislation, JSOC Bashneft was obligated 
to buy these shares. All preferred shares to be acquired will 
be  cancelled, resulting in  a  further reduction in  the autho-
rised share capital of the Group by RUB 8.9 million. 

  For more information about ordinary and preferred shares, shareholders’ 
rights and state registration numbers of shares, see the Group’s website: 
http://www.bashneft.com/shareholders_and_investors/capital/securi-
ties/

  For more information on  the Group reorganisation through merger with 
Bashneft-Invest, see the section called “Changes to Group structure”

Shareholder structure
In 2013, shareholder structure did not undergo any mate-
rial changes. The share of  other legal entities (including 
nominees) slightly increased from 16.91% at the end of 2012 
to 17.17% at the end of 2013.

The percentage of JSOC Bashneft shares owned by individual 
investors decreased from 4.01% at the end of 2012 to 3.75% 
as of 31 December 2013. The number of individual investors 
as  per Bashneft’s shareholder register as  of 31 December 
2013 stood at 35,604 individuals.
 
There were no  changes to  the list of  shareholders owning 
stakes of over 5%. As of 31 December 2013, no Russian State, 
municipal or regional entities held stakes in the Group. 

AUTHORISED SHARE CAPITAL STRUCTURE 
AS OF 31 DECEMBER 2013

17.01% 82.99%
38,673,878

188,710,587

Ordinary shares with a par value 
of 1 ruble per share 
Class A preferred shares with 
a par value of 1 ruble per share 

SHAREHOLDER STRUCTURE

17.17%

JSFC Sistema

Sistema-Invest

Sitema Finance

Shares held by subsidiaries

Other legal entities 
(including nominees) 

Individuals

50.10%

25.24%

0.09%

3.65%

3.75%

 
18.The authorised share capital of the Company in accordance with its charter.

http://www.bashneft.com/shareholders_and_investors/capital/securities/
http://www.bashneft.com/shareholders_and_investors/capital/securities/
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Equity market and market capitalisation

JSOC Bashneft’s shares are traded on Moscow Exchange; or-
dinary shares are traded under the BANE ticker symbol, while 
preferred shares are traded under the BANEP ticker symbol. 
The shares are included in the MICEX Index.

Bashneft shares began trading on  the RTS Russian ex-
change in 2002. The Group’s unlisted securities were admit-
ted to trading on the MICEX Exchange in 2011. Following the 
merger of the MICEX and RTS exchanges and the establish-
ment of the Moscow Exchange in December 2011, the Com-
pany’s shares were included in the list of non-listed securities 
of the newly created exchange.

2013 was characterised by volatile and weak dynamics in the 
Russian equities market due to  both domestic and global 
macroeconomic instability. Oil and gas stocks were also af-
fected by general market trends.

Nonetheless, the actions undertaken by the Company to en-
hance transparency and improve corporate governance in-
stilled confidence and interest from investors and, as a result, 
meant that Bashneft shares demonstrated better growth than 
other Russian oil companies.

In 2013, the price of Bashneft ordinary shares rose by 13.5% 
and reached RUB 2,000, compared to a 5.6% growth rate for 
the MICEX Oil and Gas Index, and 2% growth for the MICEX 
Index for the same period. The price of preferred shares grew 
by 6.6% compared to the start of 2013.

Between 2009 and 2012, the value of  the Group’s ordinary 
shares increased by a factor of over 17x. During the same pe-
riod, the main relevant market indices (MICEX, MICEX Oil and 
Gas, as well as oil prices) have risen no more than 3x.

The average daily trading volumes of  Bashneft ordinary 
shares on  Moscow Exchange amounted to  15,329 shares 
(RUB 29,596,504), while preferred shares traded daily aver-
age volumes of 19,656 shares (RUB 24,294,443), higher than 
in the previous year.

Bashneft’s market capitalisation at the end of 2013 reached 
US$ 13.16 billion (about RUB 432 billion).

BASHNEFT ORDINARy SHARE DyNAMICS VS. KEy MARKET METRICS

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
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19
20

           2009 2010 2011 2012 2013

Growth multiple

MICEX Oil and Gas Index

Bashneft ordinary shares

Urals oil price

MICEX Index

Source: Bloomberg, Company data
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19 February 2013: 
Bashneft begins consoli-
dation of petrochemical 
assets

15 April 2013: 
Announcement of record 
financial results for 2012

15 May 2013: 
Record date of shareholder 
register for dividend 
payments on 2012 results 
in the amount of RUB 24 
per share

27 June 2013: 
Annual General 
Meeting of share-
holders held

27 August 2013: 
Bashneft-Polyus begins oil 
production at Trebs and 
Titov fields

13 December 2013:
Announcement of 
reorganisation through 
merger of Bashneft-In-
vest into Group becomes 
public information

31 October 2013: 
Record date for ordinary 
shareholders to be 
included in register for 
payment of interim 
dividends in the amount 
of RUB 199 per share

Market capitalisation, US$ billion

18 December 2013:  
Bashneft announces 
details of reorganisation 
through merger of 
Bashneft-Invest CJSC 

4.88

8.73 8.23 12.58 13.16

2009 2010 2011 2012 2013

 170% growth

Source: Bloomberg, Company data

BASHNEFT MARKET  
CAPITALISATION IN 2013
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CHANGES IN THE PRICE AND TRADING VOLUME OF JSOC 
BASHNEFT’S ORDINARy SHARES

CHANGES IN THE PRICE AND TRADING VOLUME OF JSOC BASHNEFT’S 
PREFERRED SHARES
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Source: Bloomberg

Dividend policy and distribution 
When paying dividends, JSOC Bashneft adheres to the principle of reasonable distribution of funds, taking into ac-
count both the interests of the shareholders and the Company’s need for development.

In 2013 Bashneft became the first Russian company to be listed in the top 10 global perform-
ers in terms of shareholder return, and topped the industry ranking of global oil companies 
with the highest total shareholder return in the annual report by leading global management 
consulting firm Boston Consulting Group (BCG)19.

The rating is based on an analysis of  the Total Shareholder Return (TSR) index, which re-
flects changes in the weighted average total shareholder return over a five-year period (2008-
2012). The BCG ranking included a total of 1,616 companies in 25 different industries. Bashneft 
scored a TSR of 52.7%, taking 9th place in the global TSR ranking.

Bashneft’s dividend policy aims to distribute profit in a rational way – 
addressing the interests of all shareholders while also taking the Com-
pany’s development needs into account.

Felix Evtushenkov
Chairman of the Board of Directors, JSOC Bashneft

”
 
19. Boston Consulting Group’s “The 2013 Value Creators Report – Unlocking New Sources of Value Creation”
20. Declared dividends include those relating to Group subsidiaries.

The approach to dividend payments adopted by JSOC Bashneft 
is set out in the Regulations on Dividend Policy. 

The recommended amount dividend payments is  determined 
by  the Board of  Directors based on  the Company’s financial 
results for the first quarter, half year, nine months or financial 
year. As a rule, it should total no less than 10% of the Company’s 
net income attributable to shareholders of the parent company 
for the last financial period under IFRS. Dividends are paid out 
of JSOC Bashneft’s after-tax net profit.

The Company publishes information on the decision of the Gen-
eral Meeting regarding the payment of dividends on its website, 
and communicates this information to the shareholders by pub-
lishing it in accordance with Russian legislation.

  For more information about JSOC Bashneft’s dividend history and the Reg-
ulations on  Dividend Policy, see our website: http://www.bashneft.com/
shareholders_and_investors/dividends/

In June 2013, based upon the results of 2012, the General 
Meeting of JSOC Bashneft took the decision to pay dividends 
in the following amount: 
·  RUB 24 per ordinary share;
·  RUB 24 per preferred share.

The total amount of dividends declared on the basis of 2012 
financial results amounted to approximately RUB 5.32 bil-
lion20. Final dividend payments for 2012 were paid in August 
2013.

In addition, at an EGM in December 2013, shareholders took 
the decision to pay interim dividends for the first 9 months 
of 2013 in the following amounts: 
·  RUB 199 per ordinary share;
·  RUB 199 per preferred share.

Interim dividends amounted to 45.25 billion20 and were paid 
in December 2013.

http://www.bashneft.com/shareholders_and_investors/dividends/
http://www.bashneft.com/shareholders_and_investors/dividends/
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Accrued dividends for the financial periods 2010 through 9M 2013

Period 2010 2011 2012 9M 2013

Type of share (RUB per share)
Ordinary 235.77 99.00 24 199

Class A Preferred 235.77 99.00 24 199

Total number of shares 204,792,440 204,792,440 227,384,465 227,384,465

Total amount, including dividends for Group subsidiaries, RUB 48,283,894,664.30 20,274,451,560.00 5,323,724,500.00 45,249,508,535.00

Total expenditures to buy back shares of the Company and its 
affiliates as part of the reorganisation in 2012, RUB - 19,034,000,000 - -

Portion of income under IFRS, % 112.4% 40.7% 10.2% 137.9%21 

Total cash dividend payout ratio, % - 78.9% 97.1%22 

Decision to pay dividends AGM, 29.06.2011 AGM, 29.06.2012 AGM, 27.06.2013 AGM, 17.12.2013

Deadline for payment of accrued dividends By 08.08.2011 By 28.08.2012 By 26.08.2013 By 15.02.2014

 
21. Ratio calculated on the basis of net profit for the first 9 months of 2013.
22. Including dividends relating to results for 2012 and interim results for 9M 2013.

Dividend payout (as a  percentage of  IFRS net profit) de-
creased from 40.7% in 2011 to 10.2% in 2012. However, ag-
gregate shareholder returns in  2013 amounted to  97.1%, 
including dividends for 2012 financial results and interim 
dividends for the first 9 months of 2013.

This reduction in dividend payout ratio was a one-off effect 
due to the  Group cashflow management. Finding the bal-

ance between the interests of shareholders and the needs 
of the Company remains the core principle of the Compa-
ny’s dividend policy. We are committed to finding the opti-
mal balance in earnings distribution through dividends and 
opportunities for the Company’s dynamic growth, which re-
quires increased investment into new projects and does not 
rule out potential deals to acquire new core assets.

The Company is guided by  the following Federal Laws re-
garding information disclosure: On  the Securities Market, 
On  Joint-Stock Companies, On  Counteracting the Ille-
gal Use of  Insider Information and Market Manipulation, 
On  Making Amendments to  Certain Laws of  the Russian 
Federation, and the Regulations on Information Disclosure 
by Issuers of Securities (approved by order of the FSFR No. 
11-46/pz-n dated 4 October 2011). We also comply with the 
requirements of the exchanges on which our securities and 
commodities are traded, other regulations and the require-
ments of the agreements we have concluded.

The Group’s corporate website (http://www.bashneft.com) 
is  a  key information disclosure channel. It  contains infor-
mation on all of the Group’s main areas of operation, sus-
tainable development policies, information for sharehold-
ers and investors, the latest press releases and news items, 
annual reports and sustainability reports.

In addition to information posted in line with Group’s disclo-
sure obligations, the site is also updated quarterly with the 
latest financial results, both IFRS and RAS.

To enhance disclosure, we keep the site regularly updated, 
are constantly developing its structure and content, and 
developing new interactive features. In  2013 we  upgraded 

the sections on  the Company’s strategy and oilfields, and 
started to develop interactive sections for the investor rela-
tions section of our website.

Key sources of information about the Company include An-
nual Report and the Sustainability Report, which we publish 
each year ahead of the annual General Meeting of Share-
holders. 

To improve information disclosure, all three sources – the 
website, Annual Report (digital and print versions), and 
Sustainability Report – are brought together in  a  single 
information space. Additional links and cross-references 
help the reader navigate the contents and find what they 
are looking for quickly.

Systematic interaction with our shareholders and potential 
investors is the Company’s highest priority. We make sure 
we  are in  constant contact with the investor using every 
means possible, from meetings with investors, investment 
conferences and roadshows to site visits, analytical bulle-
tins and performance updates, in addition to informal cor-
porate events.

Senior management’s regular participation in  one-on-one 
meetings with investors and shareholders speaks to  the 
importance with which the Company views maintaining this 
face-to-face contact. The investment community highly val-
ues this opportunity for direct dialogue with the Company’s 
management.

Over the past three years we  have substantially improved 
the quality of our information disclosure. This was largely 
thanks to increasing the number of meetings that members 
of  the Company’s top management held with analysts, in-
vestors, investment fund representatives and international 
ratings agencies. These meetings took place the Company’s 
offices, on  the sidelines of  international financial confer-
ences, via conference calls about the Company’s annual re-
sults, at press conferences, and at special on-site events for 
leading fuel and energy sector analysts.

Information disclosure and investor relations 
A considerate information disclosure policy covering all areas of the Company’s activity is one of the most impor-
tant tools for attracting potential investors. Our approach to information disclosure is underpinned by the following 
key qualities: it must be regular, timely, accessible, trustworthy and substantive.

The regulations “On Information Policy at JSOC Bashneft” were approved by JSOC 
Bashneft’s Board of Directors on 3 October 2011. 

NUMBER OF PRESS RELEASES ISSUED

126

277
214

2011 2012 2013
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The Company’s website won the XVI 
nationwide annual report and website 
contest organised by Russian Securi-
ties Market magazine and Investor.ru 
social network in  the category Best 
Website Information Disclosure. 

The Company’s Annual Report for 
2012 won awards in  three different 
categories in  contests organised by 
the  Moscow Exchange and Russian 
Securities Market magazine.
Best Annual Report of any company in the oil 
and gas sector;

Best Annual Report in the Volga Federal Dis-
trict; 

Best information disclosure in  an issuer’s 
annual report. 

In the Moscow Exchange competition 
the Annual Report was one of three fi-
nalists, and received special commen-
dation in the following categories:
Best information disclosure on  corporate 
governance in an annual report;

Best annual report for a company with a mar-
ket cap of over 100 billion rubles. 

The most significant events for investors in 2013 included:
·  conference calls for analysts and investors held by  the 

Company’s top management on quarterly results (IFRS);
·  Company management participation in the leading invest-

ment conferences in  Russia (organised by  VTB Capital, 
Sberbank CIB, Prosperity, Uralsib, Aton) and the UK (Or-
ganised by  Sberbank CIB, Deutsche Bank and Bank 
of  America ML  in London), and also in  group meetings 
on  the sidelines of  the Russia Citi and BAML Oil & Gas 
Field Trip (in Moscow) – 10 events in total; 

·  Company management meetings with international in-
vestment funds (162 events in total); 

·  non-deal roadshow with leading investment funds in  the 
UK involving the President and Chairman of the Company’s 
Management Board Alexander Korsik and First Vice Presi-
dent of  the Company for Upstream operations, Manage-
ment Board member Mikhail Stavskiy, Vice President for 
Strategy and Development, Management Board member 
Igor Marchenko, Vice President for Economy and Finances, 
Chief Financial Officer, Management Board member Denis 
Stankevich;

·  the first meetings with major debt instrument investors 
were held as  part of  the road-show in  the United States 
and Europe (including the UK);

·  investors, analysts, and journalists were hosted at events 
marking the opening of the drilling support centre and the 
ceremony for the official launch of pilot production at the 
Trebs and Titov fields;

·  engagement with respected international ratings agencies 
as part of broader work to improve credit ratings.

The company’s IR department comprises professionals with 
many years’ experience of working in IR, has been perform-
ing well and regularly:
·  discloses the Company’s financial and operating results, 

conference calls involving top management;
·  maintains and expands contact with investment banks;
·  holds regular meetings with shareholders and investors;
·  delivers analytical materials and presentations about the 

Company and updates content on the Company site;
·  holds management training sessions before key events.

These information disclosure and IR  policies ensure that 
interest in  Bashneft’s securities remains strong. Most in-
vestors are chiefly focused on long-term investment in the 
Company’s securities. This is further evidenced by the sus-
tainable share price growth that Bashneft has seen in 2013 
against a backdrop of instability affecting the stock of most 
major Russian companies. Further signs of this continuing, 
concerted, investment interest in the Company’s securities 
can be found in the significant number of investment banks 
that analyse the Company’s activities and issue recommen-
dations regarding our stock (21 banking organisations in to-
tal).

In 2013, JSOC President Alexander Korsik was named Russia’s best top-manager for 2012 in the field of investor rela-
tions among mid-cap companies.  The annual Extel Pan-Europe survey was carried out among 11,500 portfolio managers 
and analysts with 2,297 investment funds and management companies in 74 countries worldwide. The best in IR category 
comprised 1,612 corporations and 5,481 IR managers. The survey was carried out online, and the results were announced 
at the Thomson Reuters Awards.

This is a great honour for Bashneft and we view this award as the mar-
ket’s evaluation of our work, which I believe is always the most objective 
way of  evaluating. I  can’t accept this prize as  an award for a  company 
manager. It belongs to the entire team that has made Bashneft what it is 
today.

Alexander Korsik,
President, JSOC Bashneft, 

Chairman of the Management Board 

”

Independent perception study among the investment 
community
In March-April 2013 the company Thomson Reuters carried out an independent perception study on our 
Company among the investment community.

Investors and stock market analysts said that they associated Bashneft with efficiency, growth and 
cashflow.

The IR team’s performance was rated as “very good” and “excellent” by 90% of respondents, indicating 
that the significant expansion in information transparency is a key driver of the company’s improved 
stock performance.

We will continue to improve information disclosure and promote cooperation with investors in accordance with best interna-
tional practice in order to increase the investment attractiveness of JSOC Bashneft’s securities.
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THE ART OF GOvERNING 
A COMPANY

As a matter of principle, we con-
sistently seek to  implement the 
best international practices in 
corporate governance.

Sergey Drozdov
Member of the Board of Directors of JSOC 

Bashneft, Chairman of the Corporate Conduct 
Committee

”

Improving the corporate governance system

OUR GOALS

Strategic Corporate 
Governance priorities

·  Increasing shareholder value through honing the corporate governance system, legal, ownership and 
organisational structures in the vertically integrated company. 

·  Improving market perception of the Company’s activities via information disclosure. 
·  Improving the comprehensive system of employee motivation and management.
·  Preserving assets.

OUR PRINCIPLES

Main corporate governance principles

·  Respect for and defence of corporate relations, participants’ rights and legal interests. 
·  Ensuring information and financial transparency.
· An active and professional Board of Directors.
·  Consistency and collegiality in decision-making. 
·  Countering any involvement in corruption.
·  Complying with ethical and corporate standards.
·  Corporate social responsibility.

OUR ACTIvITIES

Main corporate governance 
policy directions 

·  Unconditionally uphold shareholder rights and interests.
·  Introduce unified governance standards for all Company structures.
·  Improve Company information policy and internal control system. 
·  Implement information openness and transparency. 
·  Interact constructively with investors, employees and business partners. 
·  Actively implement best practice in corporate governance. 

The Company’s corporate governance system is based on Rus-
sian legislation, recommendations from the Code of Corporate 
Conduct, international corporate conduct and business ethics 
standards, and the principles of openness and transparency. 

In all its activities, the Company takes account of trends in the 
development of  corporate governance (in particular, certain 
recommendations contained in  the draft Code of  Corporate 

Conduct, that was actively discussed by the business commu-
nity in 2012-2013 and was approved by the Government of the 
Russian Federation on 14 February 2014). 

Our corporate governance system guarantees that sharehold-
ers’ and investors’ rights, granted to them by stock ownership, 
are fully upheld.
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Improving the Company’s governance system is an important 
part of work to create solid development prospects. 

The following events that took place in 2013 were particularly 
important in helping the Company improve its corporate gov-
ernance efficiency:

·  The Budget and Audit Committee of the Board of Directors 
was reformed. In its place the Audit Committee and Finance, 
Budget and Risk Committee of the Board of Directors were 
established. These сhanges are aimed at bringing the struc-
ture in line with best international practice regarding how 
the Audit Committee is organised and with the goal of op-
timising the work carried out by members of the Board of 
Directors.

·  A  Board of  Directors Project Assurance Committee was 
formed. Its objectives include organising independent ap-
praisals of Bashneft’s large/capital-intensive projects.

·  The Regulation on the Board of Directors details members’ 
responsibilities regarding informing the Group of any pos-
sible conflict of  interest. A  redrafted Board of  Directors 
work regulation was endorsed, detailing processes involved 
in preparations for Board of Directors meetings and organ-
isational nuances regarding holding these meetings. The 
regulation clarifies and expands statutes dealing with the 
“new Board member induction process”. 

·  Regulations were approved governing the process of “prep-
aration, agreement and submission for approval by  JSOC 
Bashneft’s collegiate governance agencies” defining the 
sequence governing planning, processes and individuals re-
sponsible for the timely and appropriate preparation of ma-
terials on  all Management Board, Board of  Directors and 
Board of Directors committee agenda matters. 

·  The budget execution report format was significantly ex-
panded. In  addition to  other information, the report now 
contains competitor comparisons, an overview of the stock 
market, key project fulfilment status and HSE event status.

·  Work to optimise the Group’s structure has continued. 

Internal documents regulating individual 
corporate conduct procedures, principles 
and practices are available on  Bashneft’s 
website: 
http://www.bashneft.com/shareholders_
and_investors/charter/

Regulations on the General Meeting of Shareholders
Regulations on the Board of Directors
Regulations on the Committees of the Board of Direc-
tors
Regulations on the Management Board
Regulations on the President
Regulations on the Audit Commission
Regulations on the Corporate Secretary
Regulations on Information Policy
Regulations on Insider Information
Regulations on Dividend Policy
Regulations on  Rewards and Compensation to  the 
Members of the Board of Directors
Code of Corporate Conduct
Code of Ethics
Anti-Corruption Policy

The Company continues to demonstrate its 
commitment to the best corporate gover-
nance practices, retaining a significant rep-
resentation of independent directors in the 
Board. Independent directors are present in 
five out of seven active Board of Directors 
committees.

Corporate Governance quality audit 
Since 2010 the Company has performed an  annual internal 
corporate governance quality audit, which allows us to expose 
the main drawbacks of existing corporate governance prac-
tice and determine the key areas for improvement. 

The corporate governance quality audit is carried out against 
the following three aspects of corporate governance: 
·  shareholders’ rights and relations with other stakeholders;
·  the structure and effectiveness of corporate governance and 

control;
·  information disclosure.

Corporate governance audit results are reviewed by the Board 
of  Directors’ Corporate Conduct Committee and presented 
to Board members.

In 2013, the Company attracted an external corporate gover-
nance quality auditor (Russian Institute of Directors). The au-
dit gave the corporate governance practice a good rating and 
recommendations on  optimising how governance agencies 
work and the Company’s information policy functions have 
been incorporated into the Company’s corporate governance 
improvement plans.

http://www.bashneft.com/shareholders_and_investors/charter/
http://www.bashneft.com/shareholders_and_investors/charter/
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Corporate Control Element Structure

Dotted lines represent functional connections, firm lines represent subordination.
* The Health, Safety, Environment and Social Responsibility Committee 

Governing bodies

General Meeting of Share-
holders (GMS)

JSOC Bashneft’s supreme governing body. 
The procedure for holding the GMS fully upholds all shareholders’ rights.
The procedure for preparing, convening, holding and announcing the outcome of the GMS is set out in the Regula-
tions on the General Meeting of Shareholders.

Board of Directors

The Board of Directors is responsible for the general management of JSOC Bashneft’s operations.
The Board of Directors’ main functions include safeguarding shareholders’ rights, developing and analysing the 
corporate strategy, monitoring its implementation, establishing effective internal control over the Group’s financial 
and business operations, creating a risk management system, determining the main budget parameters and control-
ling budget implementation, determining the subsidiaries’ management system, ensuring the timely and complete 
disclosure of comprehensive and reliable information regarding the Group’s operations and making decisions on the 
core projects and substantive transactions. 
The procedure by which the Board of Directors is formed, its status, membership, functions, aims and objectives, and 
powers, the procedure governing its operation and collaboration with the Company’s other regulatory bodies are all 
stipulated in the Company’s Charter and the Regulations on the Board of Directors.
Certain procedural issues regarding the Board’s activities are regulated by the Rules on the Meetings of the Board 
of Directors of JSOC Bashneft (redrafted and approved by the Board of Directors on 29 July 2013).

Management Board 

Collective executive body. The Management Board is responsible for the day-to-day management of JSOC Bashneft 
and monitors the core businesses of its subsidiaries and affiliates.
It ensures the implementation of business plans and investment programmes, settlement of financial and legal 
issues; it is also responsible for economic and information security, carries out preliminary consideration of wide-
ranging innovation and investment projects, and coordinates cooperation with subsidiaries and affiliates. 
As a rule, meetings of the Management Board are held once a week. The Management Board is chaired by the Com-
pany President.
In all of its activities, the Management Board complies with existing legislation, the Company’s Charter and the Regu-
lations on the Management Board. 

President

Sole executive body. The Company President’s main task is to manage current operations in such a way that it en-
sures the Company’s profitability and competitiveness, its financial and economic stability, and also to safeguard 
shareholders’ rights and social benefits provided to Company employees.
Alexander Korsik has served as President of JSOC Bashneft since April 2011.
The President acts within his competence and is accountable to the Board of Directors and the Company’s General 
Meeting of Shareholders.

President’s/Management Board’s Committees

Project Assurance 
Committee

Finance, Budget and 
Risk Committee

Board of Directors Committee

Chief auditor

Corporate secretary
Board of Directors 

Apparatus

HSE Committee*
Nominating and 
Remuneration 

Committee

Risk Committee

Strategy Committee

Discipline 
Committee

General Meeting 
of Shareholders (GMS)

Board of Directors 
Chairman

President

Board of Directors

Management Board

Audit Committee 

Investment 
Committee

Expert boardCorporate Conduct 
Committee

IT, connections and 
metrology Committee 

Upstream 
operations Oil refining Marketing Other blocks

NUMBER OF ISSUES CONSIDERED AT MEETINGS OF THE GOVERNING BODIES

655
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607

Internal control

Audit Commission

The Audit Commission is a standing elected body which periodically monitors the Company’s financial and business 
operations, as well as the activity of its governing bodies and executives. 

The Commission’s activity is regulated by the JSOC Bashneft’s Charter and the Regulations on the Audit Commission.

Audit Committee of the 
Board of Directors

Until July 2013, the preliminary consideration of issues related to internal control and audit was conducted by the 
Budget and Audit Committee. The Audit Committee was established in order to comply with best practice regarding 
internal control systems and auditing. 

The Audit Committee is responsible for the preliminary consideration of issues to be considered at Board of Directors 
meetings and those related to internal control and audit, considering candidates and reviewing the results of audits 
carried out by external auditors. It participates in the risk management process, and prepares the recommendations 
for the Board to make decisions on these issues.

The Committee’s activities are governed by the Regulations on the Audit Committee of the Board of Directors of JSOC 
Bashneft.

Chief Auditor

The Chief Auditor is the head of the Internal Audit Unit.

The Chief Auditor is administratively subordinate to the President and functionally accountable to the Company’s 
Board of Directors and the Audit Committee.

Internal Audit Unit 

The Internal Audit Unit comprises four internal audit departments: the internal audit department for upstream 
operations, the internal audit department for refining and commerce, the internal audit department for corporate 
functions and the internal control department.

The Internal Audit Unit’s purview includes inspecting relevant business areas of JSOC Bashneft and its subsidiaries.

The Internal Audit Unit’s activity is governed by the Regulations on the Internal Audit.
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General Meeting of Shareholders of JSOC Bashneft  

As of  the end of 2013 there were 35,640 shareholders in JSOC Bashneft. The Company upholds shareholders’ 
rights to participate in governance by providing shareholders with opportunities to  take part in meetings, vote 
on agenda items including regarding the distribution of profits, and also provides them with timely information 
on Company activities.

General meetings of shareholders are organised to ensure ease of access for all shareholders. Particular efforts 
are made to ensure individuals, many of whom are employees of the Company or its subsidiaries, are able to par-
ticipate in meetings.

QUORUM OF THE GENERAL MEETING OF SHAREHOLDERS

Four General Meetings of Shareholders were held in 2013: one annual and three extraordinary meetings. The 2012 Annual Re-
port and 2012 annual financial statements, the Company’s Charter and internal documents regarding the Company’s governing 
bodies were approved, and decisions were made on the sale of non-core assets, participation in associations and the payment 
of interim dividends.
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The high quorum percentage at meetings held (over 87% of the owners of voting shares), and 
the number of minority shareholders participating at meetings, both show shareholders’ keen 
interest in management issues at JSOC Bashneft.

Annual General Meeting 
of Shareholders of jSOC Bashneft

27 June 2013

At the Annual General Meeting of Shareholders, the 2012 Annual Report and 2012 annual financial statements 
were approved, as well as the profit distribution, the dividends for the 2012 reporting year were declared, new 
members of the Board of Directors and Group Audit Commission were approved.

The Meeting also approved a new version of the Company’s Charter and Regulations on the General Meeting 
of Shareholders of JSOC Bashneft, on the Board of Directors of JSOC Bashneft and on the remuneration and 
compensation paid to members of the Board of Directors of JSOC Bashneft.

The new versions of these documents take into account changing legislation, over 2012-2013, related to the 
order of  the declaration and payment of  dividends and issues concerning the purview of  governing bodies. 
In particular, these changes take into account recommendations for the improvement of corporate governance 
practices (regarding the remit of the Board of Directors, the status of the Corporate Secretary and the proce-
dure for approving contracts with Board members).

The Regulation “On the Remunerations and Compensations Payable to the Members of the Board of Directors 
of JSOC Bashneft” reflects changes in the remuneration system for the Board of Directors (see “Remuneration 
of the members of the Board of Directors, the President and members of the Board of JSOC Bashneft”).

Extraordinary General Meeting 
of Shareholders of jSOC Bashneft

17 January 2013 
(in the form of joint presence)

A new edition of the Charter of JSOC Bashneft was approved. Changes were made to the consolidated redis-
tribution powers and the authority and remit of the Board of Directors and the executive (the President and the 
Board) in order to optimise their performance on Corporate Governance.

New Group Board of Directors elected.

Extraordinary General Meeting 
of Shareholders of jSOC Bashneft 

26 August 2013 
(in the form of absentee voting)

The Meeting approved the transaction for the sale of OJSC UPC (United Petrochemical Company) 
as part of the strategy of divesting the Group’s non-core assets. 

The Meeting approved two related-party transactions. 

The Meeting decided that Bashneft should join the International Association of Oil & Gas Producers 
(OGP) and the IPIECA, the global oil and gas industry association for environmental and social issues. 23

Extraordinary General Meeting 
of Shareholders of jSOC Bashneft 

17 December 2013 
(in the form of absentee voting)

The Meeting approved the profit distribution and announced dividends for the nine months of 2013.

The Meeting approved a new version of the Remunerations on Remuneration and Compensations Pay-
able to the Members of the Board of Directors of JSOC Bashneft.

Events after the reporting date

In February the 2014 Extraordinary General Meeting of Shareholders approved JSOC Bashneft’s reorganisation, 
involving the merger of СJSC Bashneft-Invest, which had been split off from a subsidiary of СJSC Sistema-Invest, 
into JSOC Bashneft, with the goal of eliminating cross-shareholdings of JSOC Bashneft.

 
23. For more information on these international organisations, please refer to their websites:
http://www.ogp.org.uk
http://www.ipieca.org 

http://www.ogp.org.uk
http://www.ipieca.org 
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Board of Directors of JSOC Bashneft  

The Company’s Board of Directors takes the lead in ensuring an efficient corporate governance system is in place. 

Remit of the Board of Directors 
of JSOC Bashneft 
The remit of JSOC Bashneft’s Board of Directors covers three 
main types of issues:

Obligatory issues 
Issues falling within the competence of the Board 
of Directors under the Federal Law On Joint-
Stock Companies.

Additional issues 

Issues related to the General Meeting of Share-
holders transferred to the Board of Directors 
in accordance with JSOC Bashneft’s Charter (the 
formation and termination of executive bodies, 
individual issues relating to securities emission).

Extended compe-
tence 

Issues falling within the purview of executive 
management transferred to the Board of Direc-
tors in line with JSOC Bashneft’s Charter:
·  finance and investments;
·  key business processes;
·  management of strategic decisions of subsidiar-

ies and affiliates;
·  sufficient project and transaction control;
·  personnel;
·  activity of top managers;
·  internal control and risk management.

BREAKDOWN OF COMPETENCIES OF THE 
BOARD OF DIRECTORS AT JSOC BASHNEFT 

The Board of Directors activities 
Board meetings are scheduled and are usually held month-
ly. About 8-10 joint meetings are held (involving attendance 
in person or participation in a joint meeting via videoconfer-
encing).

A plan of work for the Board of Directors is approved in De-
cember of the year preceding that in the plan. As a rule, this 
plan includes the core issues facing the Company (strategy, 
finance, budget and risks, personnel issues, etc.), and their 
consideration is  correlated with the strategic and business 
planning cycles. Suggestions from the Board of  Directors 
and management are taken into account in drafting the plan. 
The place and time of  meetings usually depends on  Board 
members’ schedules, in order to ensure that all directors and 
speakers can participate in a meeting.

The agenda for each scheduled meeting of the Board of Di-
rectors includes three to five main strategic issues. When de-

cisions on urgent issues are required, extraordinary meetings 
may be convened.

During the quarterly joint meetings, the Board of  Directors 
reviews the consolidated results of the budget execution and 
key strategic initiatives (including benchmarking with com-
petitors), the analysis of  the situation on  the stock market 
and the HSE activity status report. During these joint, face-
to-face, meetings the Board of Directors considers questions 
relating to the Company’s strategy and updates the develop-
ment plan, as well as the report on the status of the imple-
mentation of core strategy, strategies and action plans for key 
business areas.

As a rule, all items on the Board of Directors’ agenda are con-
sidered by dedicated committees, in order to ensure a more 
detailed discussion and prepare voting recommendations for 
the Board of Directors. In the absence of the relevant Commit-
tee’s recommendations (if there was a need for such recom-
mendations considering the essence of  the issue discussed 
by the Board), the point may be withdrawn by the Board of Di-

41%

3%

56%

Extended competence

Additional issues

Obligatory issues (Federal Law On 
Joint-Stock Companies)

NUMBER OF BOARD MEETINGS HELD IN THE 
FORM OF IN-PERSON ATTENDANCE AND By AB-
SENTEE VOTING

NUMBER OF ISSUES CONSIDERED AT BOARD 
OF DIRECTORS MEETINGS
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rectors (sent for revision) on the suggestion of the Chairman 
of the Board of Directors.

Joint meetings of  the Board of  Directors are mainly held 
in Moscow with the participation of all members of the Board 
of  Directors. The first meeting of  the newly elected Board 
of Directors is held as a joint meeting on the day of the Gen-
eral Meeting of  Shareholders, at  which a  decision is  made 
on the election of the Board of Directors.

In 2013, 21 meetings of the Board of Directors were held, in-
cluding 10 joint meetings (in-person attendance) and 11 via 

absentee voting. In  order to  improve corporate governance 
practices, there was an  attempt to  optimise the approach 
taken to how Board of Directors and Committee meetings are 
organised, and in particular the allocation of issues between 
face-to-face and absentee voting meetings. Absentee voting 
includes issues on which the Board of Directors, committees 
and representatives have no substantive comments, as well 
as  technical issues. This approach enables a more efficient 
use of resources so that a highly professional Board of Direc-
tors can formulate and make key decisions.

Board Meetings 2011 2012 2013

Planned Actually considered Planned Actually considered Planned Actually considered

In-person meetings 14 17 11 14 9 10

Absentee Voting 1 7 1 9 2 11

Total 15 24 12 25 11 21

Duration of in-person meetings 46 h 30 m 38 h 10 m 30 h 40 m

During 2013 the Board of  Directors reviewed 225 agenda 
items, including 66 issues that were included in the original 
plan approved by the Board of Directors, and 159 issues that 
were added during the year.

In 2013 the Board of  Directors issued 80 requests to  Com-
pany management (in 2012 this figure was 141, and in 2011 – 
171). Members of the Board of Directors are informed about 
the implementation status of the Board of Directors requests 
at each joint meeting (similar practices are implemented re-

garding Board of Director committee requests/ recommenda-
tions). Proper implementation of  the Board of  Directors re-
quests is one of the terms for awarding bonuses to Company 
employees.

This reduction in the number of  instructions/ recommenda-
tions of the Board of Directors, the committees and the Man-
agement Board compared to  2012 can be  explained by  im-
provements made to the Company’s business processes and 
the transfer of some powers to the Company President.



Board of Directors of JSOC Bashneft  Board of Directors of JSOC Bashneft  

Annual report JSOC Bashneft 2013 110 Annual report JSOC Bashneft 2013111

AB
O

U
T 

TH
E 

C
O

M
PA

N
Y

O
P

ER
AT

IN
G

 R
ES

U
LT

S
CO

R
PO

R
AT

E 
G

O
vE

R
N

AN
CE

AP
P

EN
D

IC
ES

IN
FO

R
M

AT
IO

N
 F

O
R

 
SH

AR
EH

O
LD

ER
S 

AN
D

 IN
VE

ST
O

R
SA General Meeting of Shareholders adopted a new version of the 

Charter in  January 2013, which made it  possible to  transfer 
some issues previously considered under the Board of Directors’ 
remit to the executive bodies. This helped optimise the function-
ing of  both the Board of  Directors and committees, ensuring 
their focus is on the most important issues facing the Company.

The Board of Directors has considered the following important 
questions regarding:
·  JSOC Bashneft’s Strategy and Development Plan;
·  Strategy in the fields of upstream operations, oil refining and 

commerce, HSE management, HR (personnel) management;
·  Approving the budget and the results of its implementation;
·  Amendments to the organisational structure of JSOC Bashneft;

·  Approving KPIs for top management and considering their per-
formance in the previous period;

·  Approving the programme of long-term financial incentives for 
core employees;

·  Implementing investment projects;
·  Participating in other organisations and approving candidates 

proposed for election to subsidiaries’ governing bodies;
·  Approving JSOC Bashneft’s internal documents, etc.

In 2013, each member of the Board of Directors participated ac-
tively in Board of Directors and Board committee meetings. Most 
Board of Directors members participated in all scheduled meet-
ings of the Board of Directors and in the majority of unscheduled 
meetings.

7%

18%

4%
11%

Strategy, main areas

Finance

Corporate governance

Transactions approval

Personnel

Projects

Others42%

11%

7%

BREAKDOWN OF ISSUES CONSIDERED AT BOARD OF DIRECTORS MEETINGS IN 2013 

NUMBER OF REQUESTS/RECOMMENDATIONS OF GOVERNING BODIES 

The Board of Directors Strategy 
Committee

Budget and Audit 
Committee

Corporate Conduct 
Committee

Audit 
Committee

Finance, Budget 
and Risk Committee

Management 
Board

171 141
8062 91

32
101 86

4322 39 2566 311
43 15 16

653

833

490

2011 2012 2013 2011 2012 2013

Health, Safety, 
Environment Committee

Nomination and 
Remuneration Committee

Members of the Board of Directors participation in activities of the Board of Directors and Committees in 2013 
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v.G. Artuykhov · 21/19(2) − − 4/1(3) − 4/4 − 3/3 4/4

A.N. Buyanov 21/18(2) 13/10 − 4/4 − 4/2 − − −

Ch. Watson · 21/20(1) 13/12(1) − − − 4/3(1) − − 7/7

R. Gossen · 21/21 3/2 − − − − − 3/3 7/7

P.Y. Gedwalk 24 · 11/1 6/0 − − − − − − −

S.A. Drozdov 21/18(3) − − − − − − 3/3 −

A.Yu. Goncharuk 21/20 − 12/12 − − − − − −

M.S. Gutseriev 25 11/6(5) − − − − − − − −

F.v. Evtushenkov 21/21 − − − − − − − −

A.L. Korsik 21/21 13/13 12/12 − − − − − −

v.v.Rozanov 26 10/9 7/5 − − 5/5 − − − −

M.D. Cherniy 27 21/21 13/12 12/9(3) 4/3(1) 5/5 − − − −

Yu.L. Pustovgarov · 21/21 − − − − 4/3(1) − − 7/6

*  The figures given in the table indicate the number of meetings in which a Board member could participate/ the number of meetings in which 
a Board member actually participated (number of joint meetings in which a Board member participated by directing a written opinion). 

Where there was a need to consult external professionals on specific issues arising for consideration by the Board of Directors, 
the Company reached out to external consultants such as IPA, McKinsey and others, whose opinion was shared with the Board 
of Directors. The cost incurred by the Board of Directors and its committees (including costs incurred through hiring external 
consultants, remuneration) is included in the Company’s budget.

 
24. Member of the Board of Directors from the EGM on 17.01.2013 until the AGM on 27.06.2013
25. Member of the Board of Directors until the AGM on 27.07.2013
26. Member of the Board of Directors until the AGM on 27.07.2013
27. Member of the Board of Directors until the EGM on 17.01.2013
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Evaluating and improving the performance of the Board of Directors 
Improvements to  the Board of  Directors’ performance in-
clude:
1) assessing the performance of the Board and committees; 
2) a  system of  training and raising the Board of  Directors 
members’ professional skillset.

Since 2010 JSOC Bashneft has conducted annual assess-
ments of  the Board of  Directors in  the following core com-
petencies:
·  membership and structure of  the Board of  Directors and 

committees;
·  procedure, planning and organising the Board of Directors 

and committees;
·  functional areas of the Board of Directors and committees;
·  quality of the organisation of performance appraisal of the 

Board of Directors;
·  individual assessment of the qualities and skills of members 

of the Board of Directors based on 180 degree feedback pro-
vided by a Board member (the Chairman of the Board of Di-
rectors and committee Chairmen are also assessed).

Internal evaluation of the Board of Directors is held as a sur-
vey. Board members are invited to  comment anonymously 
on over 50 issues by assessing them on a 4 point scale.

The Corporate Secretary of  JSOC Bashneft coordinates the 
internal evaluation process. The evaluation results are sum-
marised to identify issues that require improvements to how 
the Board and Board committees are organised, and to de-
velop an action plan to ensure these improvements are made. 
Evaluation results are shared with Board members in the an-
nual report on the Board of Directors and committees of the 
Board of Directors (June-July each year). 

Board members’ individual assessments and the evaluation 
of the Chairman of the Board of Directors by independent di-
rectors considering the recommendations received are sum-
marised and presented for review by  the Chairman of  the 
Board of Directors.

The 2013 evaluation of  the Board of Directors produced the 
following recommendations:

·  introduce the practice of committee chairmen speeches and 
supplementary reports on  preliminary considered issues 
of the agenda, which cause substantial comments or ques-
tions;

·  optimise the format of materials on certain agenda points;

·  optimise the format of the Board of Directors meetings (con-
sidering issues via absentee voting that do not require sig-
nificant observations and comments);

·  develop specialised training programmes for members 
of the Board of Directors.

The evaluation of the Board of Directors as a whole, and of its 
members, is taken into account when considering:

·  the allocation of powers and supervising activities of mem-
bers of the Board of Directors;

·  the formation of  the Board of  Directors committees (see 
Corporate Governance - committees of the Board of Direc-
tors - The approach to the formation of Board of Directors 
committees);

·  the nomination process for the election of a new Board of Di-
rectors in preparation for the General Meeting of Sharehold-
ers where this is an agenda item for the meeting.

The following steps are taken to improve the managerial and 
professional skills of members of the Company’s Board of Di-
rectors:

·  introducing an induction programme for newly elected mem-
bers of the Board of Directors. Under this programme, the 
director is introduced to JSOC Bashneft, its strategy and de-
velopment issues, management system, approaches to the 
key business processes, and the Company’s key executives;

·  meeting with management and external consultants on par-
ticular issues;

·  preparing and directing special reports on  specific issues 
arising at JSOC Bashneft (including external consultants);

· visits to JSOC Bashneft’s subsidiaries and departments.

Proposals for specialised training modules are prepared. 
If Board members approve, the modules are delivered as part 
of training sessions or meetings with respected business pro-
fessionals. 

Directors and officers liability (D&O) 
insurance
In 2010 JSOC Bashneft implemented a D&O insurance system 
that ensures Board members are protected from possible 
third party claims, in line with best practice that helps safe-
guard Board members’ objectivity in decision-making.

This insurance covers directors and officials at JSOC Bashneft 
and its subsidiaries and affiliates, minimising potential risks 
associated with any wrongful acts committed by  executives 
and reducing related expenses if an insurance event occurs.

Membership of the Board of Directors 
As of 31 December 2013, the Board of Directors of JSOC Bashneft comprised the Chairman (a non-executive director), one 
executive director, six non-executive directors and four independent directors (including a Canadian citizen and a UK citizen).
 
The Board of Directors comprises an optimal number of members, enabling it to achieve the Group’s current goals and objec-
tives while also complying with best practice in the industry – ensuring it maintains the necessary balance of competencies 
among Board members and avoids difficulties associated with Boards of Directors that comprise a greater number of individu-
als.

Member of the Board of Directors / 
Period of service on the Board of Direc-
tors

Key competences

Strategy Finance and 
audit

Industry-specific 
issues 

(oil and gas)

Legal is-
sues and 
corporate 

governance

Human 
resources HSE

Risk 
manage-

ment
GR/IR

F.v. Evtushenkov 
Two years (since june 2011) · · ·

A.N. Buyanov 
Four years (since December 2009) · ·

A.Yu. Goncharuk 
Five years (since May 2008) · · ·

S.A. Drozdov 
Five years (since May 2008) · ·

v.v. Rozanov 
Since june 2013 · ·

M.D. Cherniy 
Since january 2013 · ·

A.L. Korsik 
Four years (since December 2009) · · ·

v.G. Artuykhov 
One year (since june 2012) · ·

Ch. Watson 
One year (since june 2012) · · · ·

R. Gossen 
One year (since june 2012) · · ·

Yu.L. Pustovgarov 
Three years (since December 2010) · ·

MEMBERSHIP OF THE BOARD OF DIRECTORS OF JSOC BASHNEFT AS OF 31 DECEMBER 2013

Non-executive directors

Executive directors

36%

Independent directors

55%

9%
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Information on the members of the Board of Directors 
as of 31 December 2013:

Born in 1978 in Moscow.

Graduated from Griboedov Institute of International Law and Economics with a degree in Law in 2000.

In 2013 completed a course of further study at the Gubkin Russian State Oil and Gas University, qualifying in Oil and 
Gas Company Management.

CAREER:
2006 – 2008 head of OJSC Sistema-Hals.
2008 – 2011 Vice President of OJSC JSFC Sistema, Head of Consumer Assets Business Unit.
2011 – 2012 First Vice President of OJSC JSFC Sistema, Head of the Core Assets Business Unit.
2012 – present First Vice President of OJSC JSFC Sistema.

Member of the Board of Directors of CJSC Landshaft, CJSC Leader-Invest, OJSC BPGC, OJSC RZ Agro, LLC Bashneft-
Service Assets, LLC Russkaya Zemlya, Forpost Investments and Development Ltd; member of the Management Board 
of OJSC JSFC Sistema.

Citizenship: Russian.

Was first elected to the Board of Directors of JSOC Bashneft by the Annual General Meeting of Shareholders on 29 
June 2011.

Born in 1969 in Moscow. 

Graduated from the Moscow Institute of Physics and Technology with a degree in Applied Mathematics and Physics 
in 1992.

CAREER:
2002 – 2013 First Vice President and Head of the Finance and Investment Group, OJSC JSFC Sistema. 
2013 – present First Vice President, OJSC Sistema.

Member of the Board of Directors of CJSC Landshaft, CJSC NVision Group, OJSC MTS-Bank, OJSC Moscow Exchange 
MICEX-RTS, OJSC RTI, LLC Bashneft-Service Assets, LLC Trust Investment Company, Forpost Investments and De-
velopment Ltd, EAST-WEST UNITED BANK, SA, ECU GEST HOLDING S.A., FINENCIAL FLEURUS HOLDING, S.A., 
SA SISTEMA FINANCE, Sistema Holding, Ltd; member of the Management Board of OJSC JSFC Sistema. 

Citizenship: Russian.

Was first elected to the Board of Directors of JSOC Bashneft by the Extraordinary Meeting of Shareholders on 25 No-
vember 2009. 

Chairman of the Board
of Directors of jSOC Bashneft

Non-executive director
Member of the Audit Committee
Member of the Strategy Committee

Born in 1944 in the village of Novominskaya of the Novominsky District in Krasnoyarsk Territory.

Graduated from S.Ordzhonikidze Novocherkassk Polytechnic Institute in 1970.

Doctor of Economics, professor.

CAREER:
2005 – present  Director of the ‘Centre’ Central Research Institute of Shipbuilding Industry (FSUE Central Scientific 

and Research Institute ‘Centre’). 

Director of FSUE Central Scientific and Research Institute ‘Centre’.

Citizenship: Russian.

Was first elected to the Board of Directors of JSOC Bashneft by the Annual General Meeting of Shareholders on 29 
June 2012.

Independent director
Chairman of the Audit Committee
Member of the Corporate Conduct Committee

FELIX EVTUSHENKOV

VITALIy ARTyUKHOV

ALEXEy BUyANOV

Born in 1956 in Sevastopol. 

Graduated from Sevastopol Higher Naval Engineering Institute in 1978 and from A.A. Grechko Naval Academy in 1987.

CAREER:
2006 – 2008 Head of OJSC JSFC Sistema.
2009 – 2012 Chairman of the Board of Directors of JSOC Bashneft.

Member of the Board of Trustees of the Charity Fund Sistema; Member of the board of directors of OJSC JSFC Sistema, 
ECU GEST HOLDING S.A., OJSC SITRONICS, OJSC SITRONICS-N. 

Citizenship: Russian.

Was first elected to the Board of Directors of JSOC Bashneft by the Annual General Meeting of Shareholders on 30 
April 2008. 

Born in 1954 in Malawi.

Graduated from Kings College (UK) with an engineering degree in 1976, and completed an MBA degree at  INSEAD 
business school in France.
CAREER:
2007–2009 General Director of Shell Energy Europe.
2009–2011  Executive Vice President for Shell in Russia and the Caspian Region, Chairman of the Board 

of Directors of Sakhalin Energy Investment Company and a Board Director of Salym Petroleum 
Development. 

Citizenship: UK.

Was first elected to the Board of Directors of JSOC Bashneft by the Annual General Meeting of Shareholders on 29 
June 2012.

Non-executive member of the Board of Directors of Taipan Resources inc., Kazakhmys Plc (FTSE 250), FRAC WATER 
SySTEMS INC.

Non-executive director
Chairman of the Nomination and Remuneration Committee

Independent director
Member of the Strategy Committee
Member of the HSE&SR Committee 
Member of the Audit Committee
Chairman of the Project Assurance Committee

Born in 1945 in Saskatoon.

Graduated from the University of Calgary in 1969, Phd (1973), LL.D. (2007).

CAREER:
Has worked in the oil and gas industry since 1973.
1991 – 2008 Vice President for Health, Safety, Environment and Social Responsibility of Nexen, Inc.
2008 – 2012 Vice President of Nexen, Inc. for Global Business Relations. 

Was twice elected President of the World Petroleum Council (2005–2008 and 2008–2011). 

Special Advisor to UNGC. Member of the International Council of the Global Leadership Foundation.

Chairman of the Board of Directors of Lester B. Pearson College.

Citizenship: Canadian.

Was first elected to the Board of Directors of JSOC Bashneft by the Annual General Meeting of Shareholders on 29 
June 2012.

Independent director
Chairman of the HSE&SR Committee
Member of the Corporate Conduct Committee

CHARLES WATSON

RANDALL GOSSEN

ALEXANDER GONCHARUK
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Information on the members of the Board of Directors
as of 31 December 2013:

Born in 1970 in Arkhangelsk. 

Graduated from Ordzhonikidze State Academy of Management as an engineer-economist in 1993. Ph. D in Economics.

CAREER:
2002 – 2011  First Vice President, Senior Vice President – Head of the Property Functional Division of OJSC 

JSFC Sistema.
2011 – present  Senior Vice President, Head of the Corporate Governance Complex of OJSC JSFC Sistema.

Member of the Board of Directors of CJSC Landshaft, CJSC Leader-Invest, CJSC Region, CJSC NVision Group, OJSC 
Jet Air Group, OJSC MTS, OJSC Moskapstroy, OJSC Premier Avia, OJSC Reestr, OJSC MOSDACHTREST, LLC Trust In-
vestment Company, LLC Notris, Forpost Investments and Development Ltd, ECU GEST HOLDING S.A.; member of the 
Management Board of OJSC JSFC Sistema.

Citizenship: Russian.

Was first elected to the Board of Directors of JSOC Bashneft by the Annual General Meeting of Shareholders on 30 
April 2008. 

Born in 1971 in Moscow.

Graduated from Lomonosov Moscow State University in 1994.

CAREER:
2006 – 2008  Vice President, Chief Financial Officer of OJSC MTS. 
2008 – 2013  President, General Director of Sistema Shyam TeleServices Limited.
June 2013 – present Senior Vice President, Chief Financial Officer of OJSC JSFC Sistema. 

Member of  the Board of  Directors of  SISTEMA SHyAM TELESERVICES LIMITED, OJSC MTS, CJSC Leader-Invest; 
member of the Management Board of OJSC JSFC Sistema.

Citizenship: Russian.

Was first elected to the Board of Directors of JSOC Bashneft by the Annual General Meeting of Shareholders on 27 
June 2013.

SERGEy DROZDOV
Non-executive director
Chairman of the Corporate Conduct Committee

Non-executive director
Member of the Finance, Budget and Risk Committee 
Member of the Strategy Committee

Born in 1956 in Minsk. 

Graduated from the Bauman Moscow State Technical University with a degree in Automatic Control Systems in 1979.

 
CAREER:
2007–2009  Chairman of the Board of Directors of OJSC RussNeft.
2009–2011   Senior Vice President of OJSC JSFC Sistema, Head of the Fuel and Energy Business Unit of OJSC 

JSFC Sistema.
2011 – present  President and Chairman of the Management Board of JSOC Bashneft.

Member of the Board of Directors of JSOC Bashneft, OJSC UPC and LLC Bashneft-Service Assets. Member of the 
RABC Supreme Council. Member of the Supervisory Board of Sistema Charity Foundation.

Citizenship: Russian.

Was first elected to  the Board of Directors of JSOC Bashneft by  the Extraordinary Meeting of Shareholders on 25 
November 2009.

Executive director
Member of the Strategy Committee
Member of the Nomination and Remuneration Committee

ALEXANDER KORSIK

VSEVOLOD ROZANOV

Born in 1964 in Beloretsk in the Bashkir Autonomous Soviet Socialist Republic.

Graduated from Magnitogorsk Institute of Mining and Metallurgy in 1986.

CAREER: 
2006 – 2008  Deputy Prime Minister of the Government of the Republic of Bashkortostan, Minister of Industry 

and Economic Development of the Republic of Bashkortostan.
2008 – 2010  Deputy Prime Minister of the Government of the Republic of Bashkortostan, Minister of Industry, 

Investment and Innovation Policy of the Republic of Bashkortostan.
2010 – 2011  Deputy Prime Minister of the Government of the Republic of Bashkortostan.
2011 – present  President of the Chamber of Commerce and Industry of the Republic of Bashkortostan.

Member of the Board of Directors of OJSC NPP MOTOR, OJSC Beloretsk Metallurgical Plant, CJSC Platskart.

Citizenship: Russian.

Was first elected to the Board of Directors of JSOC Bashneft by the Extraordinary Meeting of Shareholders on 8 De-
cember 2010.

Independent director
Member of the HSE&SR Committee
Member of the Audit Committee

Born in 1971 in Saratov.

Graduated from MGIMO under the Ministry of Foreign Affairs of the Russian Federation in 1994.

Received an MBA at Olin School of Business Washington University in St. Louis in 2004.

Completed a further education programme at Gubkin Russian State University of Oil and Gas and got a degree in Man-
agement of Oil and Gas Companies in 2013.
CAREER:
2006 – 2009  Vice President, Head of the Unit for the Work with Fuel and Energy Complex Enterprises of LLC 

Morgan Stanley Bank.
2009 – 2011  Deputy General Director for Strategy and Energy Markets of OJSC Bashkirenergo.
2011 – 2012  Executive Vice President of the Core Assets Business Unit of JSFC Sistema.
2012 – present  Executive Vice President of OJSC JSFC Sistema.

Member of the Board of Directors of LLC Bashneft-Service Assets and OJSC BPGC.

Citizenship: Russian.

Was first elected to  the Board of Directors of JSOC Bashneft by  the Extraordinary Meeting of Shareholders on 17 
January 2013.

Non-executive director
Chairman of the Strategy Committee 
Member of the Nomination and Remuneration Committee 
Member of the Finance, Budget and Risk Committee

None of  the members of  the Board of  Directors owns shares 
in JSOC Bashneft or shares or stakes in JSOC Bashneft’s sub-
sidiaries or affiliates. In 2013 no members of the Board of Direc-
tors completed transactions involving JSOC Bashneft’s shares.

Group standards require strict control over transactions 
in  JSOC Bashneft’s securities conducted by  members of  its 
governing bodies and officials, including members of the Board 
of Directors. Conducting transactions in JSOC Bashneft’s secu-
rities based on material information that is not publicly avail-
able and that has become known to  a  member of  the Board 
of Directors by virtue of his or her status is strictly prohibited.

None of  the members of  the Board of  Directors is related 
to  other individuals who are members of  JSOC Bashneft’s 
governing bodies and/or bodies supervising the financial and 
business operations of JSOC Bashneft.

Changes in the membership of the 
Board of Directors
Until 17 January 2013, the Board of Directors comprised ten 
members: V.G. Artyukhov, A.N. Buyanov, R. Gossen, A.yu. 
Goncharuk, M.S. Gutseriev, S.A. Drozdov, F.V. Evtushenkov, 
A.L. Korsik, yu.L. Pustovgarov, and C. Watson.

Under the Extraordinary General Meeting of  Shareholders’ 
resolution adopted on 17 January 2013, the number of Board 
members was increased to 12, and two new Board members 
were elected: Peter Jacob Goedvolk and Mikhail Cherniy.

Under the Annual General Meeting of Shareholders’ resolu-
tion adopted on 27 June 2013, the number of Board members 
was reduced to 11; a new Board member, V.V. Rosanov was 

yURy PUSTOVGAROV

MIKHAIL CHERNIy
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THE PROPORTION OF INDEPENDENT DIRECTORS
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Independent 
directors

Representatives of 
major shareholders 
and senior 
management

elected, and the following Board members were re-elected: 
V.G. Artyukhov, A.N. Buyanov, R. Gossen, A.yu. Goncharuk, 
S.A. Drozdov, F.V. Evtushenkov, A.L. Korsik, yu.L. Pustovgarov, 
C. Watson, M.D. Cherniy.

The role of the Chairman and 
independent directors on the Board 
of Directors

Chairman of the Board of Directors

The main functions of the Chairman of the Board are set out 
in  the Regulation on  the Board of Directors and include the 
following:
·  coordinating the Board’s work;
·  ensuring an  open discussion of  issues on  the agenda and 

consultations with all Board members;
·  identifying key issues to be addressed by the Board of Direc-

tors and selecting the most suitable meeting format for their 
discussion;

·  representing the Board of Directors to shareholders, Com-
pany management and other stakeholders;

·  formulating proposals on the allocation of tasks among di-
rectors and committees of the Board of Directors.

In 2013 the Board of Directors was chaired by non-executive 
director Felix V. Evtushenkov. The Chairman of the Board did 
not sit on any of the Board committees. Mr. Evtushenkov also 
held several offices on the boards of directors of other compa-
nies, but this fact did not have any impact on his performance 
of  his duties associated with the management of  the Board 
of Directors at JSOC Bashneft.

The remit and procedures of the Board of Directors combined 
with the relevant corporate policies and procedures ensure 
that decisions on most issues can be passed by a simple ma-
jority vote of directors. However, the Chairman of  the Board 
consults with all Board members on  issues on  the agenda 
to ensure that the Board reaches consensus on key issues. 

Independent directors

Since independent directors were first elected to the Board 
of Directors in June 2010, their role and the impact of their 
opinion have grown to  be increasingly important. In  2013 
more than a third of the Board members were independent 
directors. All independent directors must meet the following 
stringent independence criteria:
·  have no material relationship with competitors, significant 

counterparties, major shareholders, representatives of se-
nior management or other directors;

· do not receive any material remuneration from the Company 
or its affiliates, other than director fees;
·  the period of their directorship does not exceed the estab-

lished limit.

The Board of  Directors reviews directors’ independence 
in line with these criteria and determines their status annu-
ally, usually at  the first meeting of  the newly elected Board 
of Directors.

In 2013, the Chairman of the Board held a number of meetings 
with independent directors (not involving other directors or se-
nior management). They discussed issues that independent di-
rectors identified as areas of particular concern, namely: proj-
ect management, internal control and internal audit functions, 
various aspects of Committee work and other issues.

The Company has started holding business dinner meetings, 
usually on the eve of Board meetings. Guests include inde-
pendent directors, non-executive directors, key top manag-
ers and the Corporate Secretary. These dinners offer inde-
pendent directors the opportunity to get feedback on issues 
to be discussed at the upcoming Board meeting, while also 
giving them the chance to share their view of issues on the 
agenda and offer informed comments that can be  incorpo-
rated into updated materials for the Board meeting. In 2013, 
seven such dinners were held.

Independent directors also participate in  strategy sessions 
that usually take place after the Annual General Meeting. The 
sessions review updates to the Company’s business strategy 
and include Board members, major shareholders and senior 
management in  the Company. Following the strategy ses-
sion, the updated business strategy and business develop-
ment plan are submitted for approval by the Board of Direc-
tors.

The Board of Directors’ role in 
improving the management of 
subsidiaries
As of  31 December 2013, Bashneft Group included over 40 
Russian and foreign legal entities.

In 2013 we  continued our efforts to  optimise the Group’s 
structure in order to streamline it and improve the manage-
ability of  the Company’s subsidiaries and affiliates through 
the application of  efficient corporate control mechanisms. 
The Company developed and approved procedures to  facili-
tate subsidiaries’ coordination and control by the Group cen-
tre in  line with the business development strategy. In order 
to achieve this, the Group minimised the number of organisa-
tions in which group companies have equity interests (imple-
menting a two-tier management system).

The Regulation On Corporate Management of Companies and 
Organisations In Which JSOC Bashneft Has Equity Interests 

identifies the following key areas of control over subsidiaries 
and affiliates:

·  determining subsidiaries’ and affiliates’ main business ar-
eas and development strategies;

·  participating in  the formation of  management and control 
bodies at subsidiaries and affiliates; 

·  decision-making on the acquisition, increasing/decreasing, 
and disposal of equity interests in other entities by subsid-
iaries and affiliates;

·  enforcing control over substantial transactions made by sub-
sidiaries and affiliates.

Depending on their role and the level of importance to Bash-
neft Group, all subsidiaries and affiliates are classified as Core 
or Auxiliary. Specific corporate governance instruments have 
been developed depending on  the Group’s interest in  each 
subsidiary or affiliate (100% or less).

Decision on the classification of specific subsidiaries as core 
or auxiliary is made by JSOC Bashneft’s Board of Directors. 
Recommendations on management body structure at subsid-
iaries and affiliates also depend on their category and focus 
on ensuring that the Corporate centre and the subsidiaries/
affiliates function in unison.

Subsidiaries’ and affiliates’ charters and regulatory docu-
ments are fully aligned with JSOC Bashneft’s Charter, which 
ensures that management decisions can be promptly cascad-
ed down in  compliance with relevant legislation, while also 
improving the management of subsidiaries.

Key business processes in subsidiaries and affiliates are syn-
chronised with the strategy and budget planning and imple-
mentation cycles of the Corporate centre. The Group adheres 
to  uniform principles and approaches to  implementing key 
business processes (strategy, budget, KPIs, personnel man-
agement, etc.). Internal documents are updated regularly 
to  reflect changes in  the Group’s goals and objectives and 
best practice.
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By level of significance and 
impact on current operations 

of jSOC Bashneft

By % of jSOC Bashneft stake
100% ownership
(2 subsidiaries)

<100% ownership
(2 subsidiaries 
and affiliates)

100% ownership
(>20 subsidiaries)

<100% ownership
(<5 subsidiaries and 

affiliates)

Key decision-making level Board of Directors 
of Bashneft

Board of Directors 
of Bashneft

Management Board 
of Bashneft

Management Board 
of Bashneft

Non-key decision-making level President of Bashneft / Management bodies of subsidiaries and affiliates

Instruments Making decisions 
on AGM/EGM issues 

Define the position 
on AGM/EGM issues 

Making decisions 
on AGM/EGM issues 

Define the position 
on AGM/EGM issues 

MANAGEMENT MATRIX FOR SUBSIDIARIES AND AFFILIATES

Remuneration of JSOC Bashneft’s Directors 
Procedures governing the determination and payment of fees and compen-
sation to directors are set out in the Regulations on Remunerations and 
Compensations Payable to the Members of the Board of Directors of JSOC 
Bashneft (“Regulation”). The Regulations were amended twice in 2013 (in 
June and December) by decision of the General Meeting of Shareholders, 
in order to reflect directors’ role, commitment, and individual contributions 
to JSOC Bashneft’s operations.

Under the Regulations, remuneration and compensation for serving on the 
Company’s Board of Directors are paid to directors who are not employed 
by and do not serve on management bodies of:
·  companies forming part of  the Group’s parent group (as defined in  the 

Federal Law on the Protection of Competition), and/or
·  affiliates of the companies that form part of the Group (as defined in the 

Federal Law on the Protection of Competition). 

Since June 2013 the Company has applied a differentiated index to reflect 
time independent directors spend on work for the Board of Directors and 
committees. The amount of director fees payable to non-resident directors 
is set at 130% of fees calculated in line with the general terms stipulated 
in the Regulations.

Through its flexible approach to Board member remuneration, the Com-
pany is  ideally placed to attract directors who are top professionals and 
who boast extensive experience in leading international oil companies.

The Regulations on Remu-
nerations and Compensa-
tions Payable to the Members 
of the Board of Directors 
of JSOC Bashneft are avail-
able on our website:
http://www.bashneft.com/
shareholders_and_investors/
charter/ 

CORE AUXILIARY

Fees payable to directors of JSOC Bashneft comprise the following components:

FEE TYPE FEE AMOUNT PAYMENT PROCEDURE

Basic fee · A fixed fee of US$48,000 for a corporate year.

· A fee for participation in Board meetings – from US$2,200 to US$4,300 
per meeting, depending on the format of the Board meeting and the 
form of director’s participation therein.

The total amount of the basic fee shall not exceed US$100,000 for 
a corporate year.

Payable in cash, monthly (a fixed fee 
– in equal instalments throughout the 
corporate year, a fee for participation 
in Board meetings – depending on direc-
tors’ actual participation in the meetings 
of the Board of Directors).

Fee for participation in the 
meetings of the Committees 
of the Board of Directors

·  From US$250 to US$500 for each Committee, meeting depending 
on its format and the form of the director’s participation therein, but 
not more than US$4,000 per quarter.

·  For the Chairman of any Board committee other than the Project 
Assurance Committee – US$2,000 per meeting, but not more than 
US$10,000 for the corporate year.

·  For the Chairman of the Project Assurance Committee – 19% of the 
fixed fee (US$9,120) per month.

Payable in cash, monthly.

Fee based on the results for the 
corporate year

A variable portion of director fees which depends on the difference 
between the estimated value of ordinary shares in JSOC Bashneft as of 
the beginning and the end of the corporate year. If the value of ordinary 
shares increases, the fee will be more than US$100,000, if it decreases 
– less than US$100,000.

The fee is due if the Company reports net 
income in its IFRS financial statements. 
The estimated value of an ordinary share 
in JSOC Bashneft shall be calculated 
on the basis of an annual independent 
valuation.

Payable in cash within 90 days of the An-
nual General Meeting.

Under the Regulations, Board members may be reimbursed for expenses within approved limits:
· up to US$250,000 during the corporate year – for expenses related to the performance of their duties as directors (travel, ac-
commodation and meals in connection with meetings of the Board of Directors and Board committees);
· up to US$5,000 during the corporate year – for other expenses.

In 2013, the total amount of remuneration accrued and paid to members of the Board of Directors on the basis of annual results 
was RUB 29,837,100. The amount of compensation for directors’ expenses was RUB 4,114,500. 

Breakdown of remuneration paid to members of the Board of Directors in 2013 28

Director Basis fee, USD
Fee for the participation 

in Committees of the 
Board of Directors, USD

Additional fee based 
on annual results, USD Total, USD

Artyukhov V.G. 97,900 11,500 115,536 224,936

Pustovgarov Y.L. 100,000 4,750 115,536 220,286

Watson C. 115,000 15,929 115,536 246,466

Gossen R. 115,000 14,783 115,536 245,319

Total 427,899 46,962 462,146 937,007

 
28. Figures concerning remuneration paid in 2013 have been aligned with JSOC Bashneft’s financial accounts under Russian Accounting Standards.

http://www.bashneft.com/shareholders_and_investors/charter/ 
http://www.bashneft.com/shareholders_and_investors/charter/ 
http://www.bashneft.com/shareholders_and_investors/charter/ 
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Committees of the Board of Directors of JSOC Bashneft  

To enhance the efficiency of the Board of Director’s decisions and for a more detailed review of important questions 
to be considered by the Board of Directors, there were seven Board of Directors committees as of the end of 2013:

·  the Strategy Committee; 
·  the Nomination and Remuneration Committee; 
·  the Audit Committee; 
·  the Finance, Budget and Risk Committee; 

·  the Health, Safety, Environment and Social Responsibility 
Committee; 

·  the Corporate Conduct Committee; 
·  the Project Assurance Committee.

STATISTICS ON BOARD COMMITTEE MEETINGS

TyPES OF ISSUES CONSIDERED By EACH COMMITTEE IN 2013 

Committee authorities and requirements regarding their composition are determined by regulations on committees approved 
by the Board of Directors. In working to accomplish their objectives, the Committees can engage external experts and advisors 
at the Company’s expense (subject to approval by the Board of Directors or the Chairman of the Board of Directors). The results 
of the Committees’ consideration of items on the agenda are communicated to the Board members before each Board meeting.

Number of in-person/absentee meetings 

Duration of in-person meetings (hour: minutes)

26/1
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How Board committees are formed

In accordance with Board of Directors performance report recommendations (see Corporate governance – Board of Directors – 
Assessment and improvement of the performance of the Board of Directors), the approach to forming the Board committees 
was amended in 2013. In order to mitigate any potential conflict of interest, Company management representation on the com-
mittees was reduced (from 19% in 2012 to 7% in 2013). At the same time, Board members saw an increase in workload, each 
of whom (except for the Chairman of the Board of Directors) became a member of one to three committees.

COMMITTEE MEMBERSHIP

New committees formed in 2013 

In July 2013 the Budget and Audit Committee of the Board 
of Directors was abolished by a decision of the Board of Di-
rectors. The Committee’s powers were distributed between 
two new Committees: the Audit Committee, and the Finance, 
Budget and Risk Committee. The Audit Committee’s powers 
and composition were determined in  line with best practice 
(the Audit Committee comprises independent directors and 
one non-executive director).

In October 2013 the Board of Directors decided to establish 
the Project Assurance Committee chaired by  independent 

director Charles Watson. The main objective is  deliver-
ing independent expertise relating to  feasibility, facilities, 
and technologies used in  the Group’s large capital projects. 
To this end, the Committee engages external experts boast-
ing unique experience in design work in the world’s leading 
oil and gas companies. After analysing projects and project 
execution, the Committee regularly submits an independent 
opinion to the Board of Directors detailing project status and 
recommendations.

2012 2013

0%

20%

40%

60%

80%

100% Independent Director

Non-independent 
Director

Representatives 
of shareholders (Experts)

Representatives 
of management

19%
7%

23%
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44%

27%
37%

The Audit Committee’s powers and composition were determined in line with best 
practice (the Audit Committee comprises independent directors and one non-exec-
utive director).



Committees of the Board of Directors of JSOC Bashneft  Committees of the Board of Directors of JSOC Bashneft  

Annual report JSOC Bashneft 2013 124 Annual report JSOC Bashneft 2013125

AB
O

U
T 

TH
E 

C
O

M
PA

N
Y

O
P

ER
AT

IN
G

 R
ES

U
LT

S
CO

R
PO

R
AT

E 
G

O
vE

R
N

AN
CE

AP
P

EN
D

IC
ES

IN
FO

R
M

AT
IO

N
 F

O
R

 
SH

AR
EH

O
LD

ER
S 

AN
D

 IN
VE

ST
O

R
S

Performance Report of the Nominations and 
Remuneration Committee

Since its formation in 2009, the Committee has devoted par-
ticular attention to establishing effective Group management 
teams. We also developed optimal motivation and remunera-
tion systems, in line with the ambitious targets set by share-
holders for the Group. No independent directors are included 
in this Committee, due to their engagement in other commit-
tees. Nonetheless, we are confident that this fact has not had 
any negative impact on the Committee’s operation.

Further evidence of the effectiveness and scale of the Com-
mittee’s operations in 2013 can be found in the fact that the 
Commitee held 12 meetings (all involving in-person atten-
dance) in  2013, and that all Committee members attended 
each meeting.

In 2013 we further developed the Group’s HR policies, per-
sonnel selection procedures for key posts in  the Group, its 
subsidiaries and affiliates. Committee members directly par-
ticipated in work to develop new long-term financial incen-
tives for staff. Since 2013 we have been reviewing the per-
formance of re-appointed top managers based on their work 
during trial periods. This has enabled us to identify those ar-
eas that need further attention from Group executive bodies 
in a timely fashion.

Committee members:

Goncharuk A.yu. (Chairman), Cherniy M.D., Non-executive 
Directors; Korsik A.L., Executive Director; Vitchak E.L. (Ex-
ecutive Vice President, OJSC JSFC Sistema), a representative 

of a shareholder (expert).
From 1 January 2013 to 27 June 2013, M.D. Cherniy was 
a member of the Board. 

COMMITTEE TASKS: ISSUES CONSIDERED IN 2013:

·  preliminary approval of candidates for the positions of President, 
members of the Management Board and other senior managers of the 
Company;

·  considering terms and conditions of employment contracts concluded 
with members of executive bodies; 

·  approving candidates for the positions of heads of subsidiaries and 
affiliates;

·  approving evaluation principles and evaluating performance of mem-
bers of executive bodies and senior managers;

·  providing preliminary approval of internal documents regulating the 
system of incentives and remuneration for employees. 

·  updating the list of senior managers of JSOC Bashneft and approving 
candidates for senior management positions;

·  changing the number of members and personal composition of the Man-
agement Board;

·  assessing the performance of new executives upon the completion 
of a trial period;

·  compliance with the Code of Corporate Conduct, the Code of Ethics and 
the Anti-Corruption Policy of JSOC Bashneft;

·  updating the Functional strategy for HR management (including the remu-
neration strategy);

·  remuneration policy, approval of incentives principles for employees;
·  comparative salary analysis;
·  KPIs of senior managers of JSOC Bashneft for the year 2014;
·  Programme of long-term financial incentives for JSOC Bashneft employ-

ees and heads of its subsidiaries and affiliates for the years 2013-2015;
·  issues concerning JSOC Bashneft structure.

A.Yu. Goncharuk
Chairman of the Nomination 
and Remuneration Committee

Performance Report on the Audit Committee

2013 was a key year for the Group in terms of improvements 
made to  internal control and audit systems, and risk man-
agement. Cognisant of the importance of this work, the Audit 
Committee was established on 27 June 2013, on decision of the 
Board of Directors. It comprises exclusively independent and 
one non-executive director. In the relatively short period of its 
existence, the committee has already become one of the most 
important parts of  the Group’s control systems, placing the 
development of efficient structures and control systems under 
intense scrutiny. The Committee’s work is a key part of devel-
oping trust in the Company’s comprehensive and transparent 
reporting systems. 

Committee members:

Artyukhov V.G. (Chairman), Charles Watson, Pustovgarov 
yu.L., Independent Directors; Buyanov A.N., Non-executive 
Director.

External auditors are (where necessary) engaged by the Audit 
Committee.

COMMITTEE TASKS: ISSUES CONSIDERED IN 2013:

·  monitoring the functioning of internal control and risk management 
system; 

·  assessing the efficiency of the internal control system; 
·  resolving conflicts of interest;
·  assessing the performance of the Internal Audit Unit;
·  preparing recommendations for the Board of Directors on the candi-

dates for the position of external auditors; 
·  assessing the external auditor’s report.

·  performance of the Internal Audit Unit;
·  organisation the internal control and audit function in JSOC Bashneft;
·  determining the amount of remuneration payable for services of the audi-

tors of JSOC Bashneft;
·  draft Regulation on the Audit Committee of the Board of Directors;
·  Risk Management Policy of JSOC Bashneft; 
·  implementing the internal audit procedures automation project;
·  analysing financing and performance.

The key objectives of the Audit Committee are to: 
·  maintain the confidence of shareholders, investors, Group counterparties, super-

visory bodies and executives;
·  defend capital expenditures of shareholders (investors) and the Company’s as-

sets. 

v.G. Artyukhov
Chairman of the Audit Committee
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Performance Reports on Other Committees of the Board of Directors

The Finance, Budget and Risk Committee 
Formed by the decision of the Board of Directors dated 27 June 2013.

Committee members:
Rozanov V.V. (Chairman), Cherniy M.D., Non-executive Directors; Busarov I.G. (Executive Vice President, OJSC JSFC Sistema) 
and Kamensky A.M. (Executive Vice President, OJSC JSFC Sistema), representatives of a shareholder (experts).

The Strategy Committee 

Committee members:
Cherniy M.D. (Chairman), Buyanov A.N., Rozanov V.V., Non-executive Directors; Charles Watson, Independent Director; Korsik 
A.L., Executive Director; Gantsev V.A., Senior Vice President, Oil Refining and Petrochemicals, JSOC Bashneft, a representative 
of the management. 
From 1 January 2013 to June 27, 2013 the members of the Committee were Cherniy M.D. (Chairman), Buyanov A.N., Charles 
Watson, Korsik A.L., Board members, and also, from 17 January 2013 to 27 June 2013, Peter Goedvolk.

COMMITTEE TASKS: ISSUES CONSIDERED IN 2013:

·  monitoring the accuracy of the financial statements of JSOC Bashneft, 
efficiency of the risk management system and compliance with legal 
requirements;

·  considering issues associated with the approval of budgets and invest-
ment plans;

·  preliminary consideration of other issues related to the budget, finan-
cial statements and risk management.

·  approving and assessing the execution of budget and the capital expendi-
tures programme, actions to achieve target budget indicators;

·  approving the risk management plan, foreign currency and interest rate 
hedging;

·  business interruption insurance;
·  free cash flow and financial model of JSOC Bashneft;
·  Regulation on the Finance, Budget and Risk Committee;
·  Risk Management Policy of JSOC Bashneft (new version); 
·  providing recommendations to the General Meeting of Shareholders 

on interim dividends;
·  JSOC Bashneft receivables: analysis, status and target situation;
·  decision-making regarding JSOC Bashneft subsidiaries; 
·  preliminary consideration of transactions subject to Board approval;
·  suggestions regarding extending the liability limit under the directors and 

officers liability insurance agreement of JSOC Bashneft.

COMMITTEE TASKS: ISSUES CONSIDERED IN 2013:

·  considering issues related to the Company’s overall long-term strategy 
and functional strategies of its departments;

·  assessing M&A projects and large investment projects;
·  considering material transactions.

·  approving and updating JSOC Bashneft development strategy and plan for 
2014;

·  updating key functional strategies (Upstream and Downstream, HSE);
·  analysing JSOC Bashneft investment activity;
·  activity related to mergers and acquisitions; 
·  improving JSOC Bashneft’s organisational structure and Group structure; 
·  JSOC Bashneft’s participation in other entities;
·  organising large projects in JSOC Bashneft;
·  organising independent project appraisal;
·  procurement;
·  partnership with other companies;
·  upgrading the operational efficiency of JSOC Bashneft’s refinery complex;
·  medium- and long-term oil supply forecast;
·  transaction approval.

The Health, Safety, Environment and Social Responsibility Committee 

Committee members:
Randall Gossen (Chairman), Charles Watson, Pustovgarov yu.L., Independent Directors; Zakharov P.V., Director of  the HSE 
Department, JSOC Bashneft, a representative of the management. 

From 1 January 2013 to 27 June 2013 the members of the Committee were Randall Gossen (Chairman), Artyukhov V.G., Charles 
Watson, Pustovgarov yu.L., Independent Directors; Andriasov M.G., Zakharov P.V., Stavskiy M.E., Timakov V.V., representatives 
of the management of the Company.

The Corporate Conduct Committee 

Committee members:
Drozdov S.A. (Chairman), Non-executive Director; Artyukhov V.G., Randall Gossen, Independent Directors. 
From 17 January 2013 to 27 June 2013 the members of the Committee were Drozdov S.A. (Chairman), Artyukhov V.G., Randall 
Gossen, Board members. 

From 1 January 2013 to 17 January 2013 Drozdov S.A. (Chairman), Randall Gossen, Board members, as well as Andreeva A.S., 
a representative of a shareholder, Solomatina N.A., a representative of JSOC Bashneft management.

COMMITTEE TASKS: ISSUES CONSIDERED IN 2013:

·  Developing recommendations, monitoring the implementation of mea-
sures related to HSE in order to implement the strategy and attain the 
Company’s HSE goals. 

·  Updating the functional JSOC Bashneft’s HSE strategy;
·  results of HSE management system implementation and certification 

in accordance with international standards ISO14000, OHSAS 18001-2007;
·  KPIs for HSE department for 2014;
·  HSE accidents and incidents;
·  HSE Unit structure;
·  execution progress and status of activity-specific HSE projects and pro-

grammes.

COMMITTEE TASKS: ISSUES CONSIDERED IN 2013:

·  developing recommendations for creating an efficient corporate gover-
nance system safeguarding shareholders’ rights and interests;

·  developing measures to increase the efficiency of cooperation between 
the Board of Directors and the Company’s management.

·  preparing the AGM of JSOC Bashneft;
·  suggesting amendments to the Charter and internal documents of JSOC 

Bashneft;
·  performance results and the Board’s self-assessment results for 2012-

2013;
·  organising the work of the Board of Directors and the Board Committees;
·  updating internal documents;
·  drafting an action plan on corporate governance and corporate property 

management (including performance results of the governing bodies 
of subsidiaries and affiliates for 2013);

·  results of external assessment of JSOC Bashneft corporate governance 
practice;

·  compliance with the Code of Corporate Conduct, the Code of Ethics and 
the Anti-Corruption Policy of JSOC Bashneft.

The Project Assurance Committee 
Formed by the decision of the Board of Directors dated 24 September 2013. 

Committee members:
Charles Watson (Chairman), Independent Director; Rozanov V.V., Non-executive Director.

COMMITTEE TASKS: ISSUES CONSIDERED IN 2013:

·  obtaining unbiased independent information on the implementation 
of large projects by the Company;

·  developing recommendations for the Board of Directors on improving 
the management of large projects within the Company. 

·   There were no Committee meetings in 2013.
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Corporate Secretary of JSOC Bashneft
The Corporate Secretary plays an important role in ensuring that the Group’s bodies and executives comply with 
procedural requirements to  safeguard shareholders’ rights and legitimate interests, and that Bashneft Group 
adopts and implements approaches to corporate governance that are in line with best practices.

The Corporate Secretary is  functionally accountable to  the 
Chairman of the Board of Directors. This ensures the neces-
sary level of independence when organising the work of regu-
latory bodies. The Corporate Secretary supervises the Office 
of the Board of Directors.

The main duties of the Corporate Secretary include:
·  ensuring the Board of Directors and the Committees of the 

Board of Directors work efficiently;
·  ensuring cooperation between members of the Board of Di-

rectors and the management;
·  coordinating work carried out by JSOC Bashneft’s regulatory 

bodies;
·  monitoring the implementation of  decisions made by  the 

Board of Directors;

·  managing processes related to the participation of members 
of the Board of Directors in Board meetings;

·  monitoring information disclosure. 

The Company’s Corporate Secretary is responsible for the an-
nual monitoring of  Bashneft Group’s corporate governance 
practice and internal performance evaluation of  the Board 
of Directors. 

The Corporate Secretary also acts as  the secretary of  all 
Committees of the Board of Directors. In order to prevent any 
conflicts of  interest, the Corporate Secretary does not per-
form the functions of the secretary of the Management Board.

Elvira Zhuravleva has been JSOC Bashneft’s Corporate Secre-
tary since March 2011. 

Regulations on the Corporate Secretary are available on our website: 
http://www.bashneft.com/shareholders_and_investors/charter/

Born in 1970 in Kaliningrad.

Graduated in 2001 from the Immanuel Kant Baltic Federal University (Kaliningrad State University). 2006-2008 - Mas-
ter’s degree at Lomonosov Moscow State University; Master in Innovation Management, MIM. 

2009-2011 – completed a Corporate Lawyer MA course at the Higher School of Economics.

2012-2014 – Executive MBA, Kingston University / Moscow School of Social and Economic Sciences.

Won the Director of the year award, presented by the Association of  Independent Directors and the Russian Union 
of Industrialists and Entrepreneurs in the Corporate Secretary category, 2013.

CAREER:
2005 – 2011  Head of the Office of the Board of Directors, Corporate Secretary of OJSC VAO 

Intourist.
2011 – 2012  Corporate Secretary of JSOC Bashneft.
2012 – present  Head of the Office of the Board of Directors, Corporate Secretary of JSOC Bash-

neft. 

Does not own shares in JSOC Bashneft or shares or stakes in  its subsidiaries or affiliates; is not related to other 
individuals who are members of JSOC Bashneft’s governing bodies and/or bodies supervising financial and business 
operations of JSOC Bashneft.

Corporate Secretary of jSOC Bashneft

ELVIRA ZHURAVLEVA

President and Management Board of JSOC Bashneft
The President and Management Board of the Company play an integral role in executing the strategic objectives 
of JSOC Bashneft.

President’s and Management Board’s Remit 
The executive bodies’ remit includes the resolution of all issues relating to JSOC Bashneft’s ongoing operations, except for is-
sues falling within the purview of the General Meeting of Shareholders and the Board of Directors. 

Issues within the competence 
of the President of jSOC 
Bashneft

The President has the right to propose to the Management Board any issues of the Group’s ongo-
ing operations that are not within the competence of the General Meeting of Shareholders or the 
Board of Directors. 

This includes the following: 
·  managing the Company’s assets and funds for the benefit and on behalf of JSOC Bashneft;
·  making any transactions on behalf of JSOC Bashneft both within the Russian Federation and abroad, except for 

cases covered by the applicable laws and the Company Charter;
·  staffing at JSOC Bashneft, the employment and dismissal of employees in compliance with the applicable Russian 

law, approving the internal code of labour conduct and employee compensation plan, introducing performance-
related incentives and imposing disciplinary penalties;

·  setting up accounting and taxation book-keeping and reporting, ensuring preservation of accounts and records, 
accounting registers and financial statements; 

·  ensuring the retention of commercial and confidential information associated with the Company;
·  granting the of power of attorney for the execution of any actions on behalf of JSOC Bashneft, including sub-

delegation rights;
·  issuing orders, approving internal documents regulating the financial and business activity of JSOC Bashneft and 

its departments; 

  Some issues falling within the competence of the President, under the Group’s Charter, are passed to the Board of Di-
rectors. See more in the Corporate Governance – Board of Directors’ Remit section.

Issues within the competence 
of the Management Board 
of jSOC Bashneft

The Management Board addresses the following issues that are within its competence: 

·  JSOC Bashneft’s cooperation with subsidiaries and affiliates, decision-making regarding JSOC Bashneft subsid-
iaries and affiliates;

·  reviewing the performance of subsidiaries and affiliates and the performance of JSOC Bashneft’s departments;
·  prior review of major innovative and investment projects and programmes;
·  preparing proposals for the Board of Directors on approving the budget and financial and business plan and 

amending approved budgets of JSOC Bashneft;
·  prior review and submission for approval by the Board of Directors of transactions relevant to the assets;
·  approving and implementing investment promotion programmes; 
·  approving internal documents submitted for the Management Board’s review on decision of the President of JSOC 

Bashneft; 
·  resolving labour disputes, appointing a management representative to resolve emerging disputes out of court;
·  review of other issues relevant to current operations at JSOC Bashneft.

http://www.bashneft.com/shareholders_and_investors/charter/
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Cooperation between executive 
bodies and the Board of Directors
In accordance with the Company’s Charter and the Regula-
tions on  the President of  JSOC Bashneft, the Company’s 
President and members of  the Management Board report 
to the Board of Directors on their performance.

The Company’s Charter specifies the issues on  which the 
Management Board should report to the Board of Directors. 

They include:

·  information related to the Group’s business priorities,

·  reports on strategy implementation,

·  annual budgets (financial plans),

·  information related to the Group’s major transactions, 

·  forward-looking plans for achieving the Company’s primary 
business goals,

·  financial and business operations of subsidiaries and affili-
ates in which the Company has a stake, as well as informa-
tion on other enterprises in which the Company has an in-
terest, 

·  information related to the risk management system and in-
ternal control procedures. 

Top Management Remuneration 
System
The cornerstone of the remuneration system currently in use 
is the principle of balance between the interests of executive 
managers and shareholders. 

The Management Board, on the one hand, aims to achieve the 
objectives set before them by shareholders and the Bashneft 
Board of Directors, namely increasing shareholder value and 
facilitating the sustainable growth of  the Company. On the 
other hand, the Management Board is responsible for a num-
ber of operational goals that are formed on the basis of the 
Company’s strategy. Both the operational and financial re-
sults of the Company depend heavily on the work of the Man-
agement Board, and as a result, the achieving the Company’s 
dividend policy also depends on the Management Board.

The incentive programme for Bashneft’s top management in-
cludes a number of delayed incentives, which allows for both 
short-term and long-term motivation for achieving robust op-
erational results. Special focus and emphasis are put upon 
long-term assurance of such a balance. Keeping in mind its 
long-term strategy, the Company has devised an  incentive 
programme that focuses on a 3-year horizon.

  Read more about the Company’s strategty in the section titled, “Strategy 
and KPIs”

The key parameters used in calculating payment of manage-
ment incentives are:
·  achievement of  corporate and functional KPIs (considered 

for short-term motivation on  the basis of  results achieved 
during the reporting period);

·  increased shareholder value and market capitalisation (con-
sidered as part of a long-term goal to incentivize top man-
agement on a 3-year time horizon).

Remuneration strucuture for top managers consists of three 
components:
·  Base salary;
·  Bonuses within the Short-Term Incentive Programme (an-

nual bonus);
·  Bonuses within the Long-Term Incentive Programme (LTI 

programme for top managers and the programme additional 
bonuses for other employees).

TARGET STRUCTURE OF TOP MANAGEMENT REMUNERATION
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Key components of the Executive 
Management Remuneration System

Base salary
The main consideration in determining salaries for top man-
agers of the Company is to offer a fair and competitive level 
of remuneration. Salary levels are in line with market norms, 
which facilitates stability among the Management Board.

Bonuses within the Short-Term Incentive 
Programme (annual bonus)
Bashneft is a dynamic and rapidly growing company that has 
set before itself ambitious goals each year. Annual bonuses 
are aimed at  incentivising top managers to  achieve short-
term goals.

In determining the size of annual bonuses, the Company con-
siders KPI execution among corporate, functional and project 
categories, while also taking observance of HSE regulations 
into consideration.

Read more about the Company’s strategty in the section titled, “Strategy and 
KPIs”

As such, Management is  motivated to  solve operational is-
sues relating to the Company’s financial position (corporate 
metrics) meet targeted operational metrics (functional met-
rics), deliver progress on strategic projects (project metrics), 
as well as facilitate industrial safety and observeance of HSE 
norms. The greatest focus is placed on corporate metrics.

The Nomination and Remuneration Committee under the re-
views the results of the reporting period and determines the 

size of the bonus payment, while the Board of Directors gives 
the final approval.

Bonuses within the Long-Term Incentive 
Programme (LTI)

In order to ensure long-term motivation of the Company’s ex-
ecutives and increase shareholder value, the Long-Term In-
centives (LTI) System was put in place in 2010. In accordance 
with updates to certain aspects of the Group’s strategy in the 
coming years, the LTI programme was revamped for 2014-
2016.

LTI bonuses are paid out subject to  clearance of  the below 
conditions: 
·  Achievement of growth in the Company’s net asset value; 
·  Continued employment with the Company up  to a  certain 

period; 
·  Fullfillment of all obligations and lack of claims from either 

party towards the other. 

A “phantom stock” mechanism is  used within the Long-
term Executives Incentivation Programme. A Phantom Stock 
is a right granted by the Company to an employee, to claim 
the payment of  a  monetary amount equivalent to  the price 
of a single registered ordinary share of Bashneft, estimated 
as per the terms and conditions of the Long-term Executives 
Incentivation Programme. A Phantom Stock grants its holder 
no other rights, privileges or benefits.
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The top-managment incentive system at  Bashneft is  fully in  line with the goals 
and objectives of the Company, yet also facilitates reaching the goals of Bashneft’s 
shareholders.

Remuneration to members of the 
Management Board of JSOC Bashneft

The total amount of  remuneration29 accrued and paid 
to  members of  JSOC Bashneft’s Management Board for 
2013 was RUB 1,119,947,000. Payments made to  Man-
agement Board members as  part of  the LTI programme 
amounted to approximately RUB 616,401,000. Indemnifica-
tion for expenses was RUB 5,627,000. 

Senior Company managers do not receive any additional re-
muneration for holding positions in the management bodies 
of JSOC Bashneft or its subsidiaries (affiliates).

BREAKDOWN OF REMUNERATION PAID TO 
MEMBERS OF THE MANAGEMENT BOARD OF 
JSOC BASHNEFT IN 2013, IN RUB ‘000

Maximum LTI remuneration in a three year period 
is 300% of annual gross income
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29. Figures relating to remuneration in 2013 are in line with JSOC Bashneft’s financial accounts under RAS.

Cooperation between the Company Management 
and employees

Open dialogue between the management and the employees
The Company has been holding meetings between the 
Company President and top managers and employees di-
rectly at production sites. Company management has used 
these meetings to  explain the Company’s current position 
and long-term plans to employees. The employees have the 
opportunity to  ask questions regarding labour compensa-
tion, health resort vouchers, opportunities for training and 
exchange of experience and various other benefits. Key is-
sues are raised at these meetings, such as the Company’s 
mission and values, prospects for product line development, 
upgrading of business assets, plans for the implementation 
of environmental policy programmes, etc.

In November 2013, an event called Ask the President was 
held within the Company. Employees could submit ques-
tions directly to JSOC Bashneft’s President. Within a week, 
approximately 100 questions had been sent to the Ask the 
President mailbox from various Company departments. Al-
exander Korsik, President of JSOC Bashneft, then met with 
those who had asked the most interesting, unusual and 
pressing questions in Moscow. A total of 14 employees from 
nine Company departments were invited to dinner with the 
President. Issues discussed included the Company’s strate-
gic plans and career development opportunities, including 
opportunities for young specialists. Summarising the meet-
ing, Alexander Leonidovich Korsik thanked all the partici-
pants for their involvement and openness, and stressed the 
need for further open dialogue. 

Independent appraisal and recognition of the Company’s high management 
standards 
The leading positions taken in international and national rat-
ings of  top managers stand as  testament to  the Company 
management’s qualifications. 

In 2013, JSOC Bashneft’s President Alexander Korsik was 
named the best top manager in Russia for IR among mid-cap 
companies in 2012.

  For more detail, see the Information for Investors and Shareholders sec-
tion – Dislcosing information and Working with Investors and Sharehold-
ers.

Six top managers in  the Company were named among the 
country’s top 10 managers in the Fourteen “Top-1000” Annual 
Lead Managers Rating conducted by Russia’s Managers As-
sociation and Kommersant publishing house. As of  the end 
of  2012, JSOC Bashneft President Alexander Korsik led the 
rating of top executive managers in Russia’s fuel and energy 
companies. Maxim Andriasov, First Vice President, Refining 
and Commerce, Igor Kalyuzhny, Vice President, Information 
Technologies and Elena Brusilova, Vice President, Corporate 
Communications and Government Relations also took top po-
sitions in ratings for their respective areas. Denis Stankevich, 
Vice President, Economics and Finance, was named among 
the country’s top ten financial officers. 
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ALEXANDER 
KORSIK

President
Chairman of the Management Board 
of JSOC Bashneft

Born in 1956 in Minsk.

Graduated from the Bauman Moscow State 
Technical University with a degree in Automatic 
Control Systems in 1979. 

CAREER:
 2007–2009 – Chairman of the Board of Directors 
of OJSC RussNeft.

2009–2011 – Senior Vice President of OJSC JSFC 
Sistema, Head of the Fuel and Energy Business 
Unit of OJSC JSFC Sistema.

2011–present – President and Chairman of  the 
Management Board of JSOC Bashneft.

Member of the Board of Directors of JSOC Bash-
neft, OJSC UPC and LLC Bashneft-Service Assets. 
Member of the RABC Supreme Council. Member 
of the Supervisory Board of Sistema Charity Foun-
dation.

Does not own a  stake in  the authorised share 
capital of the Company.

Membership of the Management Board
Information on the President and the Management Board as of 31 December 2013 

vIKTOR 
GANTSEv

Senior vice President, 
Refining and Petrochemicals
Member of the Management Board

Born in 1957 in the village of Petrovka of the Bla-
goveschensky District of  the Republic of  Bash-
kortostan.

Graduated from Ufa State Petroleum Technologi-
cal University with a  degree in  Chemical Tech-
nology in Oil and Gas Refining in 1986.

CAREER:
2006–2009 – General Director of OJSC Ufaneft-
ekhim.

2009–2009 – First Deputy General Director for 
Refining and Petrochemicals of  OJSC Sistema-
Invest.

2009 – present – Senior Vice President for Refin-
ing and Petrochemicals of JSOC Bashneft.

Owns a  0.0034% stake in  the authorised share 
capital of the Company.

RUSLAN 
GENSH

vice President, Supply Trade and Logistics
Member of the Management Board

Born in 1965 in Dushanbe, Tajikistan.

Graduated from Moscow Mining University with 
a  degree in  Mining Machinery and Equipment 
in 1987. Ph. D in Economics; holds an Executive 
MBA degree.

CAREER:
2005–2008 – First Deputy General Director, Di-
rector for Procurement of  Petrotel-Lukoil S.A. 
(Romania).

2008–2009 – First Deputy General Director for 
Commerce of LLC Lukoil-Resurs.

2009–2009 – First Deputy General Director 
of LLC Lukoil- Reservnefteproduct.

2009–2009 – Executive Vice President, Head 
of  the Export Project Office of  OJSC Sistema-
Invest.

2009–2011 – Vice President for Export of JSOC 
Bashneft.

2011 – Vice President for Export of JSOC Bash-
neft, Moscow Branch Office.

2011–2012 – Executive Vice President for Export 
of JSOC Bashneft, Moscow Branch Office.

2012 – present – Vice President for Crude Oil 
Procurement, Marketing and Logistics of  JSOC 
Bashneft.

Member of  the Board of  Directors of  Bashneft 
Trading AG and LLC Financial Alliance.

Does not own a  stake in  the authorised share 
capital of the Company.

IGOR 
KALYUzHNY

vice President, Information 
Technologies 
Member of the Management Board

Born in 1966 in Kiev, Ukraine.

Graduated from Kiev High Military Radioen-
gineering Air Defence School with a  degree 
in  Mathematical Support of  Automated Control 
Systems in 1988.

Graduated from Moscow State University with 
a degree in Applied Mathematics in 1995.

Graduated from the Russian Presidential Acad-
emy of National Economy and Public Administra-
tion (Moscow) with a MBA CIO certificate in 2011.

CAREER:
2007–2009 – Director of the IT Operating Control 
Department of OJSC Mobile Telesystems (Corpo-
rate Centre of the Group, Information Technology 
Unit).

2009–2009 – Deputy General Director for Infor-
mation Technologies of OJSC Sistema-invest.

2009 – present – Vice President for Information 
Technologies of JSOC Bashneft.

Member of the Board of Directors of LLC Bash-
neft-Inform.

Does not own a  stake in  the authorised share 
capital of the Company.

KIRILL 
ANDREYCHENKO 

vice President, Corporate Governance 
and Legal Affairs
Deputy Chairman of the Management 
Board

Born in 1975 in Moscow.

Graduated from Moscow State Industrial Univer-
sity as a lawyer in 1997.

CAREER:
2005–2009 – General Director of  CJSC United 
TeleSystems (part-time).

2007–2008 – Director for Corporate Governance 
and Legal Issues of OJSC COMSTAR-UTS.

2008–2009 – Vice President for Corporate Gover-
nance and Legal Issues of OJSC COMSTAR-UTS.

2009 – present – Vice President for Corporate 
Governance and Legal Issues of JSOC Bashneft.

Member of  the Board of  Directors of  Bashneft 
Trading AG.

Does not own a  stake in  the authorised share 
capital of the Company.

MAXIM 
ANDRIASOv

First vice President,
Refining and Commerce
Member of the Management Board

Born in 1974 in Moscow.

Graduated from Gubkin Russian State Univer-
sity of Oil and Gas as mining engineer in 1997. 
In  2012, he  graduated from INSEAD Business 
School (‘Building world-class companies’ edu-
cational programme).

CAREER:
2005–2008 – General Director of  OJSC TNK-
Stolitsa.

2009–2010 – Director of TNK-BP Zapad.

2010–2012 – Head of  a  business unit of  OJSC 
TNK-BP Management.

2012–2012 – Vice President for Regional Sales 
of JSOC Bashneft.

2012 – present – First Vice President for Refining 
and Commerce of JSOC Bashneft.

Does not own a  stake in  the authorised share 
capital of the Company.

ELENA 
BRUSILOvA 

vice President, Corporate Communica-
tions and Government Relations
Member of the Management Board

Born in 1963 in Leningrad.

Graduated from Leningrad Medical Institute 
of Sanitary and Hygiene in 1986.

Graduated from the Russian Presidential Acad-
emy of National Economy and Public Administra-
tion in 2004. Holds an MBA degree.

CAREER:

2007–2010 – Deputy General Director, Director 
of  Special Projects, Vice President for Govern-
ment Relations and Special Projects of  CJSC 
Medsi Group.

2010–2011 – Vice President for Government Re-
lations of JSOC Bashneft.

2011 – present – Vice President for Corporate 
Communications and Government Relations 
of JSOC Bashneft.

Member of the Board of Directors of LLC Bash-
neft-Polyus and CJSC Medsi Group.

Does not own a  stake in  the authorised share 
capital of the Company.

YURI 
KRASNEvSKY

vice President, Geology and Develop-
ment
Member of the Management Board

Born in 1955 in the town of Svobodny.

Graduated from Gomel State University as a geo-
logical engineer and hydrogeologist in 1977.

CAREER:
2007–2008 – Head of  a  group in  the Samotlor 
Business Unit, Upstream Division at OJSC TNK-
BP Management.

2008–2010 – Field Development and Modelling 
Manager at the Technical Department, Upstream 
Division of OJSC TNK-BP Management.

2010–2011 – Director for New Technologies and 
Innovations in  Development of  the Upstream 
Division (Department of  Technical Operation) 
of OJSC TNK-BP Management.

2011 – present – Vice President for Geology and 
Development of JSOC Bashneft.

Member of  the Board of  Directors of  Bashneft 
International B.V.

Does not own a  stake in  the authorised share 
capital of the Company.
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OLEG 
MIKHAYLOv

vice President, Production
Member of the Management Board

Born in 1970 in Moscow.

Graduated from the Moscow Institute of Physics and Technol-
ogy with an MSc degree in 1993. 

Received a Ph.D. degree at Massachusetts Institute of Technol-
ogy in 1998. 

Obtained an MBA degree at the University of California, Berke-
ley in 2004.

CAREER:
2008-2009 – Deputy Head of the Satun-Funan asset at Chevron 
(the Thailand business unit).

2010-2011 – Director for Offshore operations at Chevron (the 
Gulf of Mexico Business Unit).

2011-2012 – Vice President for the West Siberia Division, Up-
stream; Vice President for Operations and Asset Management, 
Upstream at OJSC TNK-BP Management.

2012-2013 – Vice President for Operations and Asset Manage-
ment, Upstream at OJSC TNK-BP Management.

2013 – present – Vice President for Oil and Gas Production 
of JSOC Bashneft.

Does not own a  stake in  the authorised share capital of  the 
Company.

vLADISLAv 
POzDYSHEv

vice President, Human Resources
Member of the Management Board

Born in 1970 in Leningrad.

Graduated from the Faculty of Economics of St. Petersburg State 
University with a degree in Political Economy in 1992.

Completed an  Executive MBA programme at  Stockholm School 
of Economics in St. Petersburg in 2001.

CAREER:
2008-2009 – Director for Organisational Development of OJSC KIT 
Finance Investment Bank.

2009 - 2013 – Chief Human Resources and Administrative Officer, 
Chief Organisational Excellence and Customer Experience Officer 
of Sistema Shyam Limited Gurgaon (India).

2013 – present – Vice President for Human Resources of  JSOC 
Bashneft.

Does not own a stake in the authorised share capital of the Com-
pany.

DMITRY 
RYABCHENKO

vice President, Capital Construction 
and Logistic Support
Member of the Management Board

Born in 1971 in Irkutsk.

Graduated from National Research Irkutsk State Technical Uni-
versity with a degree in Industrial Power Supply in 1993.

CAREER:
2007-2008 – General Director of LLC Baykitskaya Oil and Gas Ex-
ploratory Expedition.

2008-2008 – General Director of OJSC Messoyakhaneftegaz (part-
time).

2008-2010 – Vice President for Capital Construction of  OJSC 
RussNeft.

2010 – Deputy General Director, Director of  Industrial Minerals 
Division of LLC BaselCement.

2010 – Department Director of CJSC RUSAL Global Management 
B.V.

2010 – Adviser to the management of OJSC yamal LNG.

2011-2012 – Deputy General Director of the Capital Construction 
Department of OJSC yamal LNG.

2012 – Deputy General Director for Capital Construction and Lo-
gistic Support of LLC Bashneft-Dobycha.

2012 – present – acting Vice President for Capital Construction 
and Logistic Support, Vice President for Capital Construction and 
Logistic Support of JSOC Bashneft.

Does not own a stake in the authorised share capital of the Com-
pany.

IGOR 
MARCHENKO

vice President, Strategy and Develop-
ment
Member of the Management Board

Born in 1968 in Moscow.

Graduated from Moscow State Institute of  Ra-
dioengineering, Electronics and Automation 
in 1994.

Finished the Graduate School of  International 
Business of  the Russian Presidential Academy 
of National Economy and Public Administration 
in 1998.

CAREER:
2007–2009 – Vice President for Development 
of OJSC RussNeft.

2009–2012 – Executive Vice President, Director 
of the Strategy Department of the Fuel and En-
ergy Business Unit of OJSC JSFC Sistema.

2012 – present – Vice President of the Strategy 
and Development Department of JSOC Bashneft.

Member of the Board of Directors of LLC Bash-
neft-Polyus.

Does not own a  stake in  the authorised share 
capital of the Company.

MIKHAIL 
STAvSKIY 

First vice President, Upstream
Member of the Management Board

Born in 1961 in Ufa.

Graduated from Ufa State Petroleum Technologi-
cal University with a degree in Oil and Gas Fields 
Machinery and Equipment in 1985. 

Graduated from Moscow State Institute of Inter-
national Relations (universitry) of  the Ministry 
of Foreign Affairs of Russia with a Master’s de-
gree in Business Administration in 2009. 

Received an MBA in International Business in Oil 
and Gas at MGIMO in 2010.

CAREER:
2005–2010 – Vice President for Production 
of OJSC Rosneft.

2011 – present – First Vice President for Up-
stream and Geology of JSOC Bashneft.

Chairman of the Board of Directors of LLC Bash-
neft-Polyus, member of  the Board of  Directors 
of LLC Bashneft-Service Assets.

Does not own a  stake in  the authorised share 
capital of the Company.

DMITRY 
PANYUKOv

vice President, Regional Sales
Member of the Management Board

Born in 1975 in the town of yefremov in the Tula 
Region.

Graduated from Lomonosov Moscow State Uni-
versity with a  degree in  Applied Mathematics 
in 1999.

CAREER:
2004-2008 – Deputy General Director of  OJSC 
TNK-Stolitsa.

2008-2010 – Deputy General Director, Retail 
Sales Director, General Director of CJSC Petrol 
Complex Equipment Company.

2010-2010 – Director of  the Legal Department 
of CJSC TNK-South Management.

2010-2011 – General Director of  CJSC TNK-
South.

2011 – Head of  the Retail Sales Department 
of  LLC TNK-BP Marketing (the South Business 
Unit in Rostov-on-Don).

2011 – present – Director of the Retail Sales De-
partment, Director of  the Department of  Retail 
Sales of Petroleum Products, Vice President for 
Regional Sales of JSOC Bashneft.

Does not own a  stake in  the authorised share 
capital of the Company.

In 2013 members of the Management Board and the Company’s President executed no transactions in JSOC Bashneft’s shares.
None of the members of the Company’s Management Board are related to other individuals who are members of JSOC Bashneft’s governing 
bodies and/or bodies supervising the financial and business operations of JSOC Bashneft.

DENIS 
STANKEvICH

vice President, Economics and Finance, 
Chief Financial Officer
Member of the Management Board

Born in 1974 in Izhevsk.

Graduated from Udmurt State University with 
a degree in Applied Mathematics in 1997.

Graduated from Udmurt State University with 
a degree in Finance and Credit in 1998.

CAREER:
2008-2010 – General Director of OJSC ASPEC.

2010-2013 – Deputy Financial Director for Refin-
ing and Commerce, Financial Director for Refin-
ing and Commerce of JSOC Bashneft.

2013 – present – Vice President for Econom-
ics and Finance, Chief Financial Officer of JSOC 
Bashneft.

Does not own a  stake in  the authorised share 
capital of the Company.
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Changes to the membership of the Management Board in 2013

In 2013, the Company’s Board of  Directors adopted five resolutions amending the Management Board membership: on  27 
February 2013, on 5 March 2013 (the number and the list of members of the Management Board as from 30 March 2013 was 
approved), on 12 April 2013, on 04 June 2013 and on 28 October 2013.
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Alexander Korsik President (Chairman of the Management Board) · · · · · · ·

Kirill Andreychenko Vice President, Corporate Governance and Legal 
Affairs · · · · · · ·

Maxim Andriasov First Vice President, Refining and Commerce · · · · · · ·

Elena Brusilova Vice President, Corporate Communications and 
Government Relations · · · · · · ·

Viktor Gantsev Senior Vice President, Refining and Petrochemi-
cals · · · · · · ·

Ruslan Gensh
Executive Vice President, Export · ·

Vice President, Supply Trade and Logistics · · · · ·

Igor Kalyuzhny Vice President, Information Technologies · · · · · · ·

Alexey Kurach Vice President, Economics and Finance · ·

yuri Krasnevsky Vice President, Geology and Development · · · · · · ·

Igor Marchenko Vice President, Strategy and Development · · · · · · ·

Mikhail Stavskiy First Vice President, Upstream · · · · · · ·

Valentin Timakov Vice President, Human Resources · · · ·

Dmitry Panyukov Vice President, Regional Sales · · · · · ·

Dmitry Ryabchenko Vice President, Capital Construction and Logis-
tic Support · · · · · ·

Oleg Mikhaylov Vice President, Production · · · ·

Denis Stankevich Vice President, Economics and Finance, Chief 
Financial Officer · · · ·

Denis Kurtov Vice President, Human Resources ·

Vladislav Pozdyshev Vice President, Human Resources ·

Resolving possible conflicts of interest among members 
of JSOC Bashneft management bodies
The Company takes particular efforts to  prevent and mi-
nimise any possible conflict of  interests among members 
of management and executive bodies.

The Company’s internal regulations set out procedures for 
the control and monitoring of activities that could indicate 
a  conflict of  interest (including quarterly notices on  the 
obligatory compliance with applicable requirements deliv-
ered to all directors and officers of the Company). The Board 
of Directors receives bi-annual reports on compliance with 
the Code of  Corporate Conduct, the Ethics code, and the 
Anticorruption Policy. The Nomination and Remuneration 
Committee addresses the same issues on a quarterly basis. 
 

Resolving possible conflicts 
of interest at shareholder and 
investor level
The Company strives to ensure a balance of interests between 
shareholders and management and to make sure cooperation 
is based on mutual trust and high business culture and ethics. 
In 2013, there were no conflicts among shareholders in JSOC 
Bashneft.

The Company’s major shareholder holds enough votes to make 
decisions on most issues falling within the remit of the Gen-

eral Meeting of Shareholders, and to  influence the composi-
tion of  the Board of  Directors. However, the Company has 
a number of instruments to mitigate the risks associated with 
its management structure, which is  characterised by  a  high 
concentration of share capital (a special procedure for voting 
on  certain issues, information transparency, balanced struc-
ture of the Board of Directors, etc.). 

The Company respects the rights and legitimate interests 
of minority shareholders and affords them equal opportunities 
to participate in management, access to information, and dis-
tribution of profit, in proportion to their voting power. 

The main instruments used to prevent conflicts among share-
holders include the following:

·  compliance with the authority, rules and procedures regard-
ing decision-making on the most important issues (involving 
shareholders in  the decision-making process through their 
participation in the General Meeting of Shareholders);

·  compliance with restrictions imposed by special procedures 
relating to voting on transactions with related parties (inter-
ested parties abstain from these votes);

·  engaging recognised independent appraisers for an unbiased 
valuation of assets in  transactions approved by  the General 
Meeting of Shareholders;

·  ensuring maximum transparency and information disclosure 
ahead of shareholder meetings (publishing materials for the 
General Meeting of Shareholders on  the corporate website, 
drafting recommendations and comprehensive argumenta-
tions, holding news conferences for mass media and industry 
experts on issues to be discussed);

·  holding the General Meeting of  Shareholders in  Ufa, where 
the overwhelming majority of minority shareholders are resi-
dent;

·  redeeming shares at  proper market prices as  confirmed 
by independent valuation reports in cases covered by the ap-
plicable laws;

·  engagement of a Big Four consulting firm as independent au-
ditors.

Minority shareholders benefit from the ability to communicate 
with senior managers, directors and the Audit Committee. Us-
ing the Company’s hotline, shareholders can also inform the 
President or  members of  the Board of  Directors about any 
emerging conditions for conflicts or other issues, the resolu-
tion of which could improve the efficiency of corporate gover-
nance.

When the Board of Directors addresses key issues such as the 
approval of the business strategy, the long-term budget or ma-
jor projects, directors can initiate discussions with Company 
shareholders in  order to  arrive at  the best possible decision 
that takes the interests of all stakeholders into account.

In line with best international practice, JSOC Bash-
neft has introduced a compliance system that aims 
to ensure high standards of corporate behaviour and 
transparency are maintained.

The Company views compliance as  an integrated, 
systemic aspect of its operation, fused with strategic 
and operational corporate management functions 
at all levels, encompassing all business processes.

Strategic functions of compliance:
·  Minimising the risk of reputational, financial, and 
other losses as a result of the breach of require-
ments established by State agencies, the legisla-
tive basis, rules, recommendations and standards;

·  Ensuring adherence to  JSOC Bashneft’s Corpo-
rate Ethics Code, Ethics Code, and Anticorruption 
Policy;

·  Ensuring senior management are advised of and 
have authority over the adherence to  rules and 
standards within the Company.
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Resolving possible conflicts of interests among members of the Board 
of Directors
Cases that may be deemed to involve conflict of interests among members of the Board of Directors are listed in JSOC Bash-
neft’s Code of Corporate Conduct and the Code of Ethics. They stipulate that Board members must refrain from making deci-
sions on those issues on which they have a conflict of interest. 

JSOC Bashneft’s Regulations on the Board of Directors gives information on the Board members and their affiliated individuals, 
as provided by the Board members. 

The Corporate Secretary and the head of the Internal Audit Unit are tasked with monitoring the deadlines and schedule for 
providing this information.

In accordance with the Regulations on Insider Information approved by the Company, Board members shall not disclose or use 
insider information.

Internal Control and Audit
The Group’s Internal Audit Unit is an integral part of JSOC 
Bashneft’s corporate governance structure.

On 18 December 2013, the Company’s Board of  Directors 
decided to  approve a  new organisational structure for the 
Internal Audit Service. It is headed by the Chief Auditor, who 
serves as the head of the Internal Audit Unit.

The Chief Auditor is  administratively subordinate to  the 
President of  the Company and functionally accountable 
to  the Audit Committee of  the Company’s Board of  Direc-
tors. This ensures sufficient independence from manage-
ment in judgements and conclusions based on audit results.

Internal audit departments’ remit includes conducting audits 
in the relevant business areas of the Company, its subsidiar-
ies and affiliates: Upstream Unit, Refining and Commerce 

Unit, and Corporate Support Unit at the level of the Corpo-
rate Centre (finance and accounting, IT, communications, 
corporate governance, etc.). It also includes conducting spot 
checks at  the request of  the Company’s President, the Au-
dit Committee of  the Board of Directors and the Chairman 
of the Board of Directors (which falls within the competence 
of the Internal Control Department).

The Internal Audit Unit’s activities are governed by the Reg-
ulations on  Internal Audit. The activities of  Internal Audit 
Unit employees are regulated by  international standards 
in internal audit, Russian law, the Company’s Charter, reso-
lutions of  the Board of  Directors, the Management Board 
and the President of  the Company, and by  local regulatory 
documents.

Direct reporting Functional reporting

Internal Audit Department 
(Upstream)

Internal Audit Department 
(Refining and Commerce)

Internal Audit 
Department (Corporate 

Functions)

Internal Control 
Department

Chief Auditor

President of the Company Board of Directors Board Committee

The Internal Audit Unit is tasked with the following:

Evaluating the reliability and performance 
of the internal control system

Evaluating the system of internal control, risk management and corporate governance 
at JSOC Bashneft and its subsidiaries and affiliates; preparing recommendations for enhanc-
ing its performance and reliability.

Monitoring compliance of financial and business 
operations with requirements

Monitoring compliance of financial and business operations at JSOC Bashneft and its subsid-
iaries and affiliates with the requirements set out in JSOC Bashneft’s rules and regulations 
and in the applicable Russian law in order to protect its assets.

Identifying and assessing risks associated 
with corporate governance, business operations 
and information systems

Participating in identification and assessment of risks associated with the reliability and in-
tegrity of JSOC Bashneft’s financial and operational information, effectiveness and efficiency 
of operations, safeguarding the assets, compliance with laws, regulations and contractual 
obligations.

Developing measures and monitoring Assisting the management in developing measures based on the audit results, as well 
as monitoring the implementation of measures for eliminating violations.

To perform these tasks, the Internal Audit Unit fulfils the following functions:
·  developing audit programmes, organising and conducting the audit at the 

Company and its subsidiaries and affiliates, which involves:

·  assessing the efficiency of internal control in the Group’s main busi-
ness processes;

·  assessing compliance with the requirements of applicable legislation 
and internal regulatory documents; 

·  assessing the quality of preparation and reliability of financial state-
ments; 

·  preparing reports outlining the main findings and conclusions on the au-
dit results, as  well as  recommendations for eliminating shortcomings 
that have been identified; 

·  monitoring the implementation of  internal auditors’ recommendations 
and preparing the relevant progress reports;

·  monitoring the implementation of recommendations for eliminating the 
shortcomings identified by external auditors; 

·  advising the Group’s management on risk management, internal control 
and corporate governance issues; 

·  conducting special checks at the request of the Company’s senior man-
agement; 

·  developing recommendations for organising internal control aimed 
at ensuring the achievement of the Company’s business objectives, effi-
ciency of financial and business operations and safeguarding the Group’s 
assets; 

·  identifying risks of fraud; 
·  checking whether actual functional key performance indicators of heads 

of the Company’s departments, its subsidiaries and affiliates are calcu-
lated accurately; 

·  conducting spot checks of  the implementation of  instructions of  the 
Company’s President and the Management Board.
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External audit
In order to achieve an independent assessment of the reliability of accounting (financial) reporting, each year the Group brings 
in an external auditor to carry out an audit of accounts prepared under IFRS and RAS standards. The external auditors are hired 
via tenders launched annually, which ensures an objective selection process based on factors such as the volume of work and 
timescale involved, and also the Company’s specific areas of activity. Candidates for the position of auditor for the Group and its 
subsidiaries and affiliates (including the main conditions detailed in the agreements made with the auditors hired) are reviewed 
at a preliminary stage by the relevant committee of the Group’s Board of Directors, with the goal being to draw up recommenda-
tions on the future hiring of external auditors under established procedure.

A General Meeting of Shareholders decided to hire Deloitte as the auditors for the Group’s 2013 IFRS accounts. The cost of the 
services provided under this agreement, set in accordance with a decision of the Group’s Board of Directors, amounted to ap-
proximately RUB 56,163,000 (including VAT).

A General Meeting of Shareholders decided to hire BDO as the auditors for the Group’s 2013 RAS accounts. The cost of the 
services provided under this agreement, set in accordance with a decision of the Group’s Board of Directors, amounted to ap-
proximately RUB 7,914,000 (including VAT).

During 2013, auditors also provided the Group with consulting (audit related) services on tax advisory and securities placement 
issues. The cost of these consulting services amounted to approximately RUB 13,697,000 (including VAT) to Deloitte and Touch 
CIS, and approximately RUB 2,110,000 (including VAT) to ZAO BDO. 

Plans to develop the corporate governance system
Management bodies of the Company review the results of corporate governance, the implementation of the plan of action, key 
objectives and plans on a regular basis. Thus, the Management Board and the Corporate Conduct Committee perform annual 
reviews and updates of the Plan of Actions on Corporate Governance and Management of Corporate Assets of JSOC Bashneft. 
In addition, the Company prepares an annual report on the work of the Board of Directors and its committees.

Key plans to develop the corporate governance system include the following areas:

The quality of corporate governance and the implementation of best practices:
·  Improve the organisation and holding of General Meetings;
·  Improve the ownership structure of the Company;
·  Improve information transparency of the Company;
·  Update internal policies and procedures regulating corporate governance issues in the group of companies;
·  Arrange an independent assessment of corporate governance and the attainment of highest corporate governance ratings.

The efficiency of management bodies:
·  Arrange an independent external performance evaluation of the Board of Directors;
·  Implement a training programme for members of the Board of Directors;
·  Optimise the composition, functions, and powers of collective management bodies (including Board committees) and improve 

cooperation of management bodies;
·  Enhance certain operating procedures of the Board of Directors and its committees.

The management of subsidiaries and affiliates:
·  Optimise the structure of the group (including the disposal of non-core assets and the reorganisation of certain subsidiaries 

and affiliates);
·  Improve the system of management in subsidiaries and affiliates (including the structure of management bodies, the instru-

ments of cooperation with the corporate centre and the segregation and specification of areas of responsibility);
·  Integrate new subsidiaries and affiliates into the Group;
·  Roll out corporate procedures and standards to newly acquired subsidiaries and affiliates.
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Consolidated IFRS financial accounts 
of Bashneft Group for 2013

Bashneft Group
STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND 
APPROvAL OF THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

The following statement, which should be  read in  conjunction with the independent auditor’s report set out on  pages 2-3, 
is made with a view to distinguish the respective responsibilities of management and those of the independent auditors in re-
lation to the consolidated financial statements of Joint Stock Oil Company Bashneft (the “Company”), its subsidiaries and its 
structured entities (the “Group”).

Management is responsible for the preparation of consolidated financial statements that present fairly in all material respects 
the consolidated financial position of the Group as at 31 December 2013, 2012 and 2011, its financial performance, cash flows 
and changes in equity for the years then ended, in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board (“IFRS”). 

In preparing the consolidated financial statements, management is responsible for:

·  Properly selecting and applying accounting policies;
·  Presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable and under-

standable information; 
·  Providing additional disclosures when compliance with the specific requirements in IFRS are insufficient to enable users 

to understand the impact of particular transactions, other events and conditions on the Group’s consolidated financial posi-
tion and financial performance;

·  Making judgements and estimates that are reasonable and prudent;
·  Stating whether IFRS have been followed, subject to any material departures disclosed and explained in the consolidated 

financial statements; and
·  Making an assessment of the Group’s ability to continue as a going concern.

Management is also responsible for:

·  Designing, implementing and maintaining an effective and sound system of internal controls, throughout the Group;
·  Maintaining adequate accounting records that are sufficient to show and explain the Group’s transactions and disclose with 

reasonable accuracy at any time the consolidated financial position of the Group, and which enable them to ensure that the 
consolidated financial statements of the Group comply with IFRS;

·  Maintaining statutory accounting records in compliance with legislation and accounting standards in the Russian Federation;
·  Taking such steps as are reasonably available to them to safeguard the assets of the Group; and
·  Preventing and detecting fraud and other irregularities.

The consolidated financial statements for the years ended 31 December 2013, 2012 and 2011 
were approved by:

______________________________     ______________________________
A.L. Korsik        A.y. Lisovenko
President        Chief Accountant

Ufa, Russian Federation
31 March 2014
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INDEPENDENT AUDITOR’S REPORT
To the shareholders of Joint Stock Oil Company Bashneft:

We have audited the accompanying consolidated financial statements of Joint Stock Oil Company Bashneft and its subsidiaries 
(the “Group”), which comprise the consolidated statement of financial position at 31 December 2013, 2012 and 2011 and the 
consolidated statements of profit or loss and other comprehensive income, changes in equity and cash flows for the years then 
ended and notes comprising a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 
with International Financial Reporting Standards, and for such internal control as management determines is necessary to en-
able the preparation of the consolidated financial statements that are free from material misstatement, whether due to fraud 
or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the fair presentation of these consolidated financial statements based on our 
audit. We conducted our audit in accordance with Russian Federal Auditing Standards and International Standards on Auditing. 
Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assur-
ance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated finan-
cial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial state-
ments in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of ac-
counting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to express an opinion on the fair presentation 
of these consolidated financial statements.

Opinion
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the financial posi-
tion of the Group at 31 December 2013, 2012 and 2011 and its financial performance and its cash flows for the years then ended 
in accordance with International Financial Reporting Standards.

31 March 2014
Moscow, Russian Federation 

Golovkina N.V., Partner 
(Certificate no.01-001193 dated 14 January 2013)

ZAO Deloitte & Touche CIS

The Entity:Joint Stock Oil Company Bashneft

Order No 60, issued by the Administration of the Kirov District of the city of Ufa, the Repub-
lic of Bashkortostan, on 13 January 1995.

Certificate of registration in the Unified State Register of Legal Entities No 1020202555240 
of 15 October 2002, issued by Inspectorate of the Russian Ministry of Taxation of the Kirov 
District of the city of Ufa, the Republic of Bashkortostan.

Address: 30 Bldg.1, Karl Marx Street, the city of Ufa, the Republic of Bashkortostan 450077, 
the Russian Federation

Independent Auditor: ZAO “Deloitte & Touche CIS”

Certificate of state registration № 018.482, issued by the Moscow Registration Chamber 
on 30.10.1992.

Certificate of registration in the Unified State Register № 1027700425444 of 13.11.2002, 
issued by Moscow Interdistrict Inspectorate of the Russian Ministry of Taxation № 39.

Certificate of membership in “NP “Audit Chamber of Russia” (auditors’ SRO) of 20.05.2009 
№ 3026, ORNZ 10201017407.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE yEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

Millions of Russian roubles, except for earnings per share data

Notes year ended 
31 December 2013

year ended 
31 December 2012

year ended 
31 December 2011

CONTINUING OPERATIONS

Revenue 6 563,296 532,502 486,328

Export tariffs and excise (160,255) (144,307) (124,329)

Cost of purchased crude oil, gas and petroleum products (126,438) (124,857) (117,363)

Taxes other than income tax 8 (69,405) (66,709) (60,302)

Production and operating expenses (59,883) (53,365) (49,887)

Transportation expenses (28,280) (26,784) (23,152)

Depletion and depreciation (20,028) (18,377) (18,097)

Selling, general and administrative expenses (15,063) (16,085) (14,549)

Other operating expenses, net (2,523) (1,430) (2,847)

Operating profit 81,421 80,588 75,802

Impairment of investment in associate 12 (15,752) - -

Finance income 9 5,163 4,808 2,179

Finance costs 9 (9,460) (11,883) (14,926)

Foreign exchange gain/(loss), net 1,094 107 (379)

Share of profit/(loss) of associates and joint ventures, net of income tax 12 492 (361) 2,211

Profit before income tax 62,958 73,259 64,887

Income tax 10 (16,559) (16,469) (15,098)

Profit for the year from continuing operations 46,399 56,790 49,789

DISCONTINUED OPERATIONS

Profit for the year from discontinued operations 18 - - 3,546

Profit for the year 46,399 56,790 53,335

Other comprehensive income, net of income tax

Item that will not be reclassified subsequently to profit or loss

Remeasurement of post-employment benefit obligation 37 (220) (43)

Other comprehensive income/(loss), net of income tax 37 (220) (43)

Total comprehensive income for the year 46,436 56,570 53,292

Profit for the year attributable to:

Owners of the Company 46,170 52,291 49,886

Non-controlling interests 229 4,499 3,449

46,399 56,790 53,335

Total comprehensive income for the year attributable to:

Owners of the Company 46,205 52,088 49,846

Non-controlling interests 231 4,482 3,446

46,436 56,570 53,292
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Notes year ended 
31 December 2013

year ended 
31 December 2012

year ended 
31 December 2011

EARNINGS PER SHARE

Weighted average number of ordinary shares in issue during the year 19 157,085,505 151,224,401 152,275,527

From continuing and discontinued operations 
Basic and diluted earnings per share attributable to shareholders of the 
parent company (Russian roubles per share)

242.06 285.10 266.92

From continuing operations 
Basic and diluted earnings per share attributable to shareholders of the 
parent company (Russian roubles per share)

242.06 285.10 260.21

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
AT 31 DECEMBER 2013, 2012 AND 2011

Millions of Russian roubles

Notes 31 December 2013 31 December 2012 31 December 2011

ASSETS

Non-current assets

Property, plant and equipment 11 277,369 277,149 253,757

Advances paid for acquisition of property, plant and equipment 805 632 1,643

Intangible assets 1,981 1,830 1,516

Financial assets 13 4,019 29,318 4,981

Investments in associates and joint venture 12 18,848 28,619 35,532

Long-term inventories 14 3,022 2,351 2,006

Other non-current assets 380 1,998 105

306,424 341,897 299,540

Current assets

Inventories 14 21,450 23,839 24,073

Financial assets 13 5,066 18,635 34,546

Trade and other receivables 15 27,317 28,366 16,398

Advances to suppliers and prepaid expenses 5,906 5,649 5,087

Income tax prepaid 289 2,485 426

Other taxes receivable 24 25,990 22,534 28,511

Cash and cash equivalents 16 16,395 20,104 28,354

Other current assets - - 43

102,413 121,612 137,438

Assets classified as held for sale 17 38,962 - -

TOTAL ASSETS 447,799 463,509 436,978

Notes 31 December 2013 31 December 2012 31 December 2011

EQUITY AND LIABILITIES

Capital and reserves

Share capital 19 2,501 2,501 2,252

Treasury shares (38,147) (38,147) (13,241)

Additional paid-in capital 72,682 83,651 34,736

Retained earnings 199,131 194,975 156,870

Equity attributable to owners of the Company 236,167 242,980 180,617

Non-controlling interests 155 4,928 46,312

236,322 247,908 226,929

Non-current liabilities

Borrowings 20 78,902 78,201 95,454

Decommissioning provision 21 6,145 7,083 9,507

Deferred tax liabilities 10 33,489 37,561 30,487

Other non-current liabilities 22 6,164 5,931 763

124,700 128,776 136,211

Current liabilities

Borrowings 20 11,914 32,007 13,532

Trade and other payables 23 50,372 28,942 23,383

Dividends payable 19 275 224 259

Advances received 12,066 14,156 17,084

Provisions 25 895 718 3,243

Income tax payable 32 393 1,345

Other taxes payable 24 10,340 10,385 14,992

85,894 86,825 73,838

Liabilities directly associated with assets classified as held for sale 17 883 - -

TOTAL LIABILITIES 211,477 215,601 210,049

TOTAL EQUITY AND LIABILITIES 447,799 463,509 436,978
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CONSOLIDATED STATEMENT OF CASH FLOWS 
FOR THE yEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

Millions of Russian roubles

Notes year ended 
31 December 2013

year ended 
31 December 2012

year ended 
31 December 2011

OPERATING ACTIvITIES

Profit before income tax from continuing and discontinued operations 62,958 73,259 69,270

Adjustments for[1]:

Depletion and depreciation 20,028 18,377 19,274

Loss on disposal of property, plant and equipment 926 770 1,216

Finance income (5,163) (4,808) (2,179)

Finance costs 9,460 11,883 14,954

Impairment/(impairment reversals) of property, plant and equipment 11 246 4,417 (84)

Loss/(gain) on disposal of subsidiaries 24 - (1,174)

Share of (profit)/loss of associates and joint ventures 12 (492) 361 (2,211)

Impairment of investment in associate 12 15,752 - -

Impairment loss recognised on trade and other receivables 15 236 202 1,161

Revaluation of previously held share in associate 4 - - 464

Group's share of gain eliminated on transaction with joint venture (1,174) - -

Impairment of financial assets 500 - -

Loss on disposal of financial assets 109 - -

Foreign exchange (gain)/loss, net (924) 60 105

Change in other provisions and allowances, net 716 (2,737) 746

Other, net 773 (869) 262

Operating cash flows before working capital changes 103,975 100,915 101,804

Movements in working capital:

Inventories (1,322) (456) (4,834)

Trade and other receivables (4,632) (4,309) (6,261)

Advances to suppliers and prepaid expenses (556) (1,765) (509)

Other taxes receivable (4,185) 5,923 (9,548)

Trade and other payables 10,887 4,875 4,172

Advances received (1,718) (2,927) 1,523

Other taxes payable 3,586 (4,489) 7,658

Cash generated from operations 106,035 97,767 94,005

Interest paid (7,568) (10,500) (13,872)

Income tax paid (15,774) (16,126) (14,519)

NET CASH GENERATED FROM OPERATING ACTIvITIES 82,693 71,141 65,614

1. Adjustments are presented for continuing and discontinued operations on a combined basis.

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED) 
FOR THE yEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

Millions of Russian roubles

Notes Year ended 
31 December 2013

Year ended 
31 December 2012

Year ended 
31 December 2011

INvESTING ACTIvITIES

Payments for acquisition of property, plant and equipment (30,441) (30,789) (25,007)

Proceeds from disposal of property, plant and equipment 964 1,441 1,860

Net cash (outflow)/inflow from disposal of subsidiaries and structured 
entities (1,710) 39 83

Additional contribution to joint venture 12 (10,035) (3,122) -

Acquisition of subsidiaries, net of cash acquired 4 (152) (846) (4,192)

Cash inflows on disposal of 25.1% share in LLC Bashneft-Polyus, net 12 - - 1,333

Payments for acquisition of intangible assets (713) (802) (588)

Proceeds from disposal of investment in associate and joint venture 9,879 - -

Payments for acquisition of financial assets (19,671) (70,365) (4,489)

Proceeds from disposal of financial assets 21,257 61,622 514

Dividends received 448 - 489

Interest received 4,314 3,662 478

NET CASH USED IN INvESTING ACTIvITIES (25,860) (39,160) (29,519)

FINANCING ACTIvITIES

Proceeds from sale of treasury shares 2,617 - -

Payments for acquisition of non-controlling interests (513) (7,964) -

Proceeds from borrowings 50,947 25,388 111,051

Repayments of borrowings (70,762) (23,766) (122,833)

Cash disposed on disposal of control over Bashkirenergo 18 - - (885)

Purchase of treasury shares 19 - (15,697) -

Dividends paid by the Company (42,491) (18,263) (27,269)

Dividends paid by subsidiaries (6) (81) (46)

NET CASH USED IN FINANCING ACTIvITIES (60,208) (40,383) (39,982)

Net decrease in cash and cash equivalents (3,375) (8,402) (3,887)

Cash and cash equivalents at beginning of the year 16 20,104 28,354 32,516

Cash and cash equivalents held on disposal group 17 (504) - -

Effect of exchange rate changes on the balance of cash and cash equiva-
lents held in foreign currencies 170 152 (275)

Cash and cash equivalents at end of the year 16 16,395 20,104 28,354
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITy 
FOR THE yEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

Millions of Russian roubles

Notes Share 
capital

Treasury 
shares

Additional 
paid-in capital

Retained 
earnings

Equity attributable  
to owners of the Company

Non-controlling 
interests Total

Balance at 1 january 2011 2,252 (7,444) 34,736 131,222 160,766 82,819 243,585

Profit for the year - - - 49,886 49,886 3,449 53,335

Other comprehensive income - - - (40) (40) (3) (43)

Total comprehensive income for the year - - - 49,846 49,846 3,446 53,292

Result from disposal of Bashkirenergo in exchange of additional interest 
in Sistema-invest 4,18 - (5,797) - 1,122 (4,675) (41,062) (45,737)

Non-controlling interests arising on acquisition and establishment of subsidiar-
ies - - - - - 287 287

Dividends 19 - - - (25,320) (25,320) (61) (25,381)

Disposal of structured entities - - - - - 883 883

Balance at 31 December 2011 2,252 (13,241) 34,736 156,870 180,617 46,312 226,929

Profit for the year - - - 52,291 52,291 4,499 56,790

Other comprehensive income - - - (203) (203) (17) (220)

Total comprehensive income for the year - - - 52,088 52,088 4,482 56,570

Result of mandatory shares buy-back preceding Group reorganization 4 - (11,070) - 4,252 (6,818) (12,216) (19,034)

Transactions with the Controlling shareholder 4,26,19 - 2,977 67 - 3,044 3,472 6,516

Effect on reorganisation of the Group 4 249 (12,186) 48,594 - 36,657 (36,657) -

Purchase of treasury shares - (4,627) - - (4,627) - (4,627)

Dividends 19 - - - (18,235) (18,235) (54) (18,289)

Other equity transactions - - 254 - 254 (411) (157)

Balance at 31 December 2012 2,501 (38,147) 83,651 194,975 242,980 4,928 247,908

Profit for the year - - - 46,170 46,170 229 46,399

Other comprehensive income - - - 35 35 2 37

Total comprehensive income for the year - - - 46,205 46,205 231 46,436

Transactions with the Controlling shareholder 18 - - (10,455) - (10,455) (5,004) (15,459)

Acquisition of additional interests in subsidiaries - - - 483 483 (1,017) (534)

Dividends 19 - - - (42,533) (42,533) (15) (42,548)

Other equity transactions - - (514) 1 (513) 1,032 519

Balance at 31 December 2013 2,501 (38,147) 72,682 199,131 236,167 155 236,322
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1. GENERAL INFORMATION
Organisation and operations
Joint Stock Oil Company Bashneft (the “Company” or “Bashneft”), its subsidiaries and structured entities (together referred 
to as the “Group” or the “Bashneft Group”) are primarily involved in oil production, refining, marketing and distribution of pe-
troleum products in the Russian Federation. The Group’s oil production, refining, marketing and distribution base includes oil 
and gas fields, refineries and petrol stations. Bashneft is the parent company of a vertically integrated group of oil and gas 
companies.

The Company was incorporated in the Russian Federation as an open joint stock company on 13 January 1995, following the 
privatisation of Bashneft production association. The Company’s registered office is located at 30, bldg.1, Karl Marx Street, the 
City of Ufa, the Republic of Bashkortostan 450077, Russian Federation.

The following principal subsidiaries incorporated in the Russian Federation were included in the scope of consolidation at 31 
December 2013, 2012 and 2011:

Group’s effective interest

Company Principal activities 31 December 2013 31 December 2012 31 December 2011

LLC Bashneft-Dobycha Production of crude oil and gas 100% 100% 100%

LLC Bashneft-Udmurtia (merged with LLC Bashneft-
Region) Petroleum products trading 100% 100% 100%

LLC Bashneft-Bureniye Construction services * 100% 100%

OJSC Ufaorgsintez Production of petrochemicals ** 67% 66%

OJSC Ufimsky refinery plant Crude oil processing *** *** 66%

OJSC Novoil Crude oil processing *** *** 72%

OJSC Ufaneftekhim Crude oil processing *** *** 63%

OJSC Bashkirnefteproduct Petroleum products trading *** *** 64%

OJSC Orenburgnefteproduct Petroleum products trading *** *** 94%

* On 30 September 2013, the Group sold its 100% interest in LLC Bashneft-Service Assets (“BNSA”), which is the holding company of LLC Bashneft-Bureniye (refer to note 18).
** On 17 September 2013, the Group sold its 98% interest in OJSC United Petrochemical Company (“UPC”), which is the holding company of the petrochemical assets of the Group, including 
OJSC Ufaorgsintez (“Ufaorgsintez”), the Group retained a residual interest in Ufaorgsintez of 15.97% (refer to note 18).
*** On 1 October 2012, the Company completed a reorganization of the Group through a merger of its subsidiaries (OJSC Ufimsky Refinery Plant (“Ufimsky refinery plant”), OJSC Novoil (“No-
voil”), OJSC Ufaneftekhim (“Ufaneftekhim”), OJSC Bashkirnefteprodukt (“Bashkirnefteproduct”) and OJSC Orenburgnefteproduct (“Orenburgnefteproduct”)). As a result of the reorganization, the 
shares of the subsidiaries were converted into shares of Bashneft (refer to note 4).

At 31 December 2013, the Group had six structured entities (31 December 2012: ten structured entities, 31 December 2011: 
thirty one structured entities) which were established to provide supporting services to the Group and which are engaged in the 
supporting of production and refining of crude oil. Such structured entities have been consolidated. The Group performs the 
reorganization of its structured entities through purchase of controlling interest or liquidation. 

JSFC “Sistema” (“Sistema”) is the Controlling shareholder of Bashneft. The controlling shareholder of Sistema and the ulti-
mate controlling party of Bashneft Group is Mr. Vladimir P. Evtushenkov.

Going concern
In assessing its going concern status, the Group has taken into account its financial position, anticipated future trading perfor-
mance, its borrowings and other facilities and its capital expenditure commitments and plans, together with other risks facing 
the Group. After making appropriate enquires, the Group considers that it has adequate resources to continue in operational 
existence for at least the next 12 months from the date of issuance of these consolidated financial statements. Consequently, 
the Group has determined that it is appropriate to adopt the going concern basis in the preparation of these consolidated fi-
nancial statements.

2. SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance
The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards 
as issued by the International Accounting Standards Board (“IFRS”).

Standards and interpretations adopted in the current year
IAS 1 Presentation of Financial Statements (“IAS 1”) – Amendment to revise the way other comprehensive income is presented 
and to introduce new terminology for the statement of comprehensive income. Under the amendment to IAS 1 the statement 
of comprehensive income 
is renamed to the statement of profit or loss and other comprehensive income. The amendment also requires items of other 
comprehensive income to be grouped into two categories:
·  Items that will not be reclassified subsequently to profit or loss; and
·  Items that may be reclassified subsequently to profit or loss when specific conditions are met.

Income tax on items of other comprehensive income is required to be allocated on the same bases. Other than the above men-
tioned presentation changes, the application of the amendments to IAS 1 did not result in any impact on profit or loss, other 
comprehensive income and total comprehensive income for the Group.

IAS 19 Employee Benefits (“IAS 19”) – Amendment regarding accounting for defined benefit plans and termination benefits. 
The amendment requires the recognition of changes in defined benefit obligations and the fair value of plan assets when they 
occur, and eliminate the corridor approach permitted under the previous version of IAS 19, thereby accelerating the recognition 
of past service costs. The amendment requires all actuarial gains and losses to be recognised immediately through other com-
prehensive income in order for the net pension asset or liability recognised in the consolidated statement of financial position 
to reflect the full value of the plan deficit or surplus.

Another significant change to IAS 19 relates to the presentation of the changes in defined benefit obligations and plan assets 
with changes being split into three components:
·  Service cost – recognised in profit or loss and includes current and past service costs as well as gains or losses on settle-

ments;
·  Net interest – recognised in profit or loss and calculated by applying the discount rate by reference to market yields at the end 

of the reporting period to the net defined benefit liability at the beginning of each reporting period; and
·  Remeasurement – recognised in other comprehensive income and comprises actuarial gains and losses on the defined benefit 

obligation, the excess of the actual return on plan assets over the change in plan assets due to the passage of time and the 
changes, if any, due to the effect of the asset ceiling.

The application of amendments to IAS 19 has resulted in the following impact on profit or loss and other comprehensive income 
in the consolidated financial statements:

Year ended 
31 December 2013

Year ended 
31 December 2012

Year ended 
31 December 2011

Impact on profit for the year

(Increase)/decrease in production and operating expenses (46) 275 54

Decrease/(increase) in income tax 9 (55) (11)

Impact on other comprehensive income for the year

Increase/(decrease) in remeasurement of post-employment benefit 
obligation 37 (220) (43)

The application of amendments to IAS 19 has not resulted in any material impact on earnings per share.
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IAS 27 Consolidated and Separate Financial Statements (“IAS 27”) – Amendments to modify the consolidation principles in ac-
cordance with IFRS 10 Consolidated Financial Statements (“IFRS 10”). The revised IAS 27 deals only with accounting for subsid-
iaries, associates and joint ventures in the separate financial statements of the parent company. The application of the amend-
ments to IAS 27 did not result in any changes to the Group’s consolidated financial statements.

IAS 28 Investments in Associates (“IAS 28”) – Amendment to reissue as “Investments in Associates and Joint Ventures” after 
IFRS 11 Joint Arrangements (“IFRS 11”) was published. The amended IAS 28 prescribes the accounting for investments in as-
sociates and sets out the requirements for the application of the equity method when accounting for investments in associates 
and joint ventures. The application of the amendments to IAS 28 has not resulted in any impact on financial position, profit 
or loss, other comprehensive income or total comprehensive income.

IFRS 10 Consolidated Financial Statements (“IFRS 10”) – IFRS 10 was issued in May 2011 and replaces all the guidance on con-
trol and consolidation in IAS 27 and SIC 12 Consolidation – Special Purpose Entities. Under IFRS 10, subsidiaries are all entities 
(including structured entities) over which the Group has control. IFRS 10 includes a new definition of control that contains three 
elements: (a) power over an investee, (b) exposure, or rights, to variable returns from its involvement with the investee, and (c) 
the ability to use its power over the investee to affect the amount of the investor’s return. Subsidiaries are fully consolidated 
from the date on which control is transferred to the Group. They are deconsolidated from the date that control ceases. The 
Group assessed whether any consolidation conclusions under IFRS 10 differ from IAS 27 / SIC 12 at 1 January 2013. The adop-
tion of this standard did not result in any change in the consolidation status of the Group’s subsidiaries and structured entities.

IFRS 11 Joint Arrangements (“IFRS 11”) – IFRS 11 was issued in May 2011 and supersedes IAS 31 Interests in Joint Ventures 
and SIC 13 Jointly Controlled Entities – Non Monetary contributions by Venturers. IFRS 11 deals with how a joint arrangement 
in which two or more parties have an interest should be classified. There are two types of joint arrangements under IFRS 11: 
joint operations and joint ventures. These two types are distinguished by parties’ rights and obligations under the arrange-
ments. Joint ventures under IFRS 11 are required to be accounted for using the equity method of accounting. The adoption 
of this standard has not resulted in any impact on financial position, profit or loss, other comprehensive income or total com-
prehensive income.

IFRS 12 Disclosure of Interests in Other Entities (“IFRS 12”) – IFRS 12 was issued in May 2011 and provides disclosure require-
ments for interest in subsidiaries, associates, joint ventures and unconsolidated structured entities.

IFRS 13 Fair Value Measurement (“IFRS 13”) – IFRS 13 establishes a single source of guidance for fair value measurements and 
disclosures about fair value measurements. The Standard defines fair value, establishes a framework for measuring fair value, 
and requires disclosures about fair value measurements. The scope of IFRS 13 is broad; it applies to both financial instrument 
items and non-financial instrument items for which other IFRSs require or permit fair value measurements and disclosures 
about fair value measurements, except in specified circumstances. The application of IFRS 13 did not result in any significant 
changes to the Group’s consolidated financial statements.

Several other amendments including amended IFRS 7 Financial Instruments: Disclosures and amendments resulting from 
“Annual Improvements to IFRSs” (2009-2011 cycle) were applied in these consolidated financial statements. The application 
of these amendments did not result in significant changes to the Group’s financial position or results of operations.

Standards and interpretations issued but not yet effective
At the date of authorisation of these consolidated financial statements, the following Standards and Interpretations were issued 
but not yet effective: 

Standards and Interpretations
Effective 

for annual periods 
beginning on or after

IAS 32 Financial Instruments: Presentation (amended) – Amendments to application guidance on the offsetting of financial 
assets and financial liabilities 1 January 2014

IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: Disclosures (amended) – Amendments to transition disclo-
sures 1 January 2015

IFRS 10 Consolidated Financial Statements (amended) – Amendments for investment entities 1 January 2014

IFRS 12 Disclosure of Interests in Other Entities (amended) – Amendments for investment entities 1 January 2014

IAS 27 Separate Financial Statement (amended) – Amendments for investment entities 1 January 2014

IAS 36 Impairment of assets (amended) – Amendments on recoverable amount disclosure 1 January 2014

IAS 39 Financial instruments: Recognition and Measurement – Amendment to “Novation of derivatives” 1 January 2014

IFRIC 21 Levies (issued) – an interpretation on the accounting for levies imposed by governments 1 January 2014

IFRS 9 Financial Instruments – Amendments to simplify the mixed measurement model and to establishes two primary mea-
surement categories for financial assets to be determined

IAS 19 Employee Benefits – Amendments to contributions from employees or third parties 1 July 2014

Annual improvements to IFRSs 2010-2011 and 2011- 2013 Cycles 1 July 2014

IFRS 14 Regulatory Deferral Accounts (issued) - It allows first-time adopters of IFRSs that currently recognise regulatory 
deferral accounts in accordance with their previous GAAP, to continue to do so, on transition to IFRS 1 January 2016

The impact of adoption of the aforementioned standards and interpretations on the consolidated financial statements of future 
periods is currently being assessed by management.

Basis of preparation
The consolidated financial statements have been prepared on the historical cost basis except for those items measured at fair 
value in the consolidated financial statements. 

The Group’s principal accounting policies are set out below.

Functional and presentation currency
The national currency of the Russian Federation is the Russian Rouble (“RUB”), which is the functional currency of the majority 
of the Company’s subsidiaries as it reflects the principal economic environment of each company’s operations.

Basis of consolidation
The consolidated financial statements incorporate financial statements of the Company and entities (including structured enti-
ties) controlled by the Company and its subsidiaries. Control is achieved when the Company has the power over the investee, 
is exposed, or has rights, to variable returns from its involvement with the investee; and has the ability to use its power to affect 
its returns. 
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The Company reassesses whether or not it controls an  investee if  facts and circumstances indicate that there are changes 
to one or more of the three elements of control listed above. 

Consolidation of subsidiaries begins when the Company obtains control over the subsidiary and ceases when the Company 
loses control of the subsidiary. 

Income and expenses of  subsidiaries acquired or  disposed of  during the year are included in  the consolidated statement 
of profit or loss and other comprehensive income from the effective date of acquisition and up to the effective date of disposal, 
as appropriate. 

Profit or loss and each component of other comprehensive income of subsidiaries is attributed to the owners of the Company 
and to the non-controlling interests even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line 
with those used by the Group.

All intra-group transactions, balances, income and expenses and any unrealised profits or losses are eliminated in full on con-
solidation.

Business combinations
Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a business com-
bination is measured at fair value, which is calculated as the sum of the acquisition-date fair values of the assets transferred 
by the Group, liabilities incurred by the Group to the former owners of the acquiree and the equity interests issued by the Group 
in exchange for control of the acquiree. Acquisition-related costs are recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their respective fair values 
at the date of acquisition except that deferred tax assets or liabilities are recognised and measured in accordance with IAS 12 
Income Taxes.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling interests 
in the acquiree, and the fair value of the acquirer’s previously held equity interest in the acquiree (if any) over the net of the 
acquisition-date amounts of the identifiable assets acquired and the liabilities assumed. If, after reassessment, the net of the 
acquisition-date amounts of  the identifiable assets acquired and liabilities assumed exceeds the sum of  the consideration 
transferred, the amount of any non-controlling interests in the acquiree and the fair value of the acquirer’s previously held 
interest in the acquiree (if any), the excess is recognised immediately in profit or loss as a bargain purchase gain. 

Non-controlling interests that present ownership interests and entitle their holders to a proportionate share of  the entity’s 
net assets in the event of liquidation may be initially measured either at fair value or at the non-controlling interests’ propor-
tionate share of the recognised amounts of the acquiree’s identifiable net assets. The choice of measurement basis is made 
on a transaction-by-transaction basis. Other types of non-controlling interests are measured at fair value or, when applicable, 
on the basis specified in another IFRS.

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is remeasured 
to fair value at the acquisition date (i.e. the date when the Group obtains control) and the resulting gain or loss, if any, is rec-
ognised in profit or loss. Amounts arising from interests in the acquiree prior to the acquisition date that have previously been 
recognised in other comprehensive income are reclassified to profit or loss where such treatment would be appropriate if that 
interest were disposed of.
 
If the initial accounting for a business combination is incomplete by the end of the reporting period in which the combination 
occurs, the Group reports provisional amounts for the items for which the accounting is incomplete. Those provisional amounts 
are adjusted during the measurement period (which cannot exceed one year from the acquisition date), or additional assets 
or liabilities are recognised, to reflect new information obtained about facts and circumstances that existed at the acquisition 
date that, if known, would have affected the amounts recognised at that date.

Changes in the Group’s ownership interests in existing subsidiaries
Changes in the Group’s ownership interest in subsidiaries that do not result in the Group losing control over the subsidiaries 
are accounted for as equity transactions. The carrying amount of the Group’s interest and the non-controlling interests are 
adjusted to reflect the changes in their relative interest in the subsidiaries. Any difference between the amount by which the 
non-controlling interests are adjusted and the fair value of the consideration paid or received is recognised directly in equity 
and attributed to owners of the Company.

When the Group loses control of a subsidiary, a gain or loss on disposal is recognised in profit and loss and calculated as the 
difference between:

·  The aggregate of the fair value of the consideration received and the fair value of any retained interest; and
·  The previous carrying amount of the assets and liabilities of the subsidiary and any non-controlling interests.

All amounts previously recognised in other comprehensive income and accumulated in equity in relation to that subsidiary are 
accounted for as if the Group had directly disposed of the relevant assets or liabilities. 

The fair value of any investment retained in the former subsidiary at the date when control is lost is regarded as the fair value 
on initial recognition for subsequent accounting under IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”) 
or, when applicable, the cost on initial recognition of investments in an associate.

Structured entities
The Group’s structured entities are the entities that are controlled by the Group and that have been designed so that voting 
or similar rights are not the dominant factor in deciding who controls the entity. Such a conclusion might exist when any voting 
rights relate to administrative tasks only and the relevant activities are directed by means of contractual arrangements.

Common control transactions
The assets and liabilities of subsidiaries acquired from entities under common control are recorded at  the carrying values 
of the transferor. Any difference between the carrying value of the net assets of subsidiaries acquired, and the consideration 
paid by the Group is accounted for as an adjustment to shareholders’ equity. The net assets of the subsidiaries acquired and 
their results are recognised from the date on which control of the subsidiaries was obtained.

The cost of assets acquired from entities under common control is measured at cost. 

When the Group disposes of subsidiaries and transfers its ownership to an entity under common control, the Group recognises 
such transactions at carrying value and on a prospective basis. 
Any difference between the consideration received and carrying value of net assets disposed of is recognised as an adjustment 
to shareholders’ equity.

Foreign currencies
In preparing financial information of each individual group entity, transactions in currencies other than Russian roubles (“for-
eign currency”) are recorded at the rates of exchange prevailing at the dates of the transactions. At the end of each reporting 
period, monetary items denominated in foreign currencies are retranslated at the rates prevailing at that date. 

Non-monetary items carried at  fair value that are denominated in  foreign currencies are translated at  the rates prevailing 
at the date when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign 
currency are not retranslated.
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Property, plant and equipment

Recognition and measurement

OIL AND GAS ExPLORATION, EvALUATION AND DEvELOPMENT ExPENDITURE
Oil and gas exploration and evaluation expenditures are accounted for using the “successful efforts” method of accounting. 
Costs are accumulated on a field-by-field basis. Geological and geophysical costs are expensed as incurred. Costs directly as-
sociated with an exploration drilling and with acquisition of rights to conduct geological exploration, prospecting, surveying and 
production of hydrocarbons are capitalised until the determination of reserves is evaluated. If it is determined that commercial 
discovery has not been achieved, these costs are recognised in profit or loss at the point at which this determination is made. 
Capitalisation of exploration and evaluation expenditures is made within property, plant and equipment. No depreciation or am-
ortisation is recognised during the exploration and evaluation phase as the assets are not yet in use.

All exploration and evaluation expenditures are subject to technical, commercial, and management review, and are reviewed 
for indicators of impairment. 

Once commercial reserves are found, and development is sanctioned by management, exploration and evaluation assets are 
tested for impairment and transferred to  development assets. Expenditure on  the construction, installation or  completion 
of infrastructure facilities such as pipelines and the drilling of commercially proven development wells, is capitalised within 
property, plant and equipment and intangible assets according to nature. When development is completed on a specific field, 
it is transferred to production assets. Extraction assets are aggregated with exploration and evaluation tangible assets, and 
development expenditures associated with the production of proved reserves. 

OIL AND GAS PROPERTIES AND OTHER PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at cost, less accumulated depreciation and accumulated impairment losses. The 
initial cost of an asset comprises its purchase price or construction cost, any costs directly attributable to bringing the asset 
into operation, the original estimate of the cost of decommissioning of wells, pipelines, other oil and gas facilities and site 
restoration.

Construction cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed 
assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the asset to a working 
condition for its intended use, and the costs of dismantling and removing the items and restoring the site on which they are lo-
cated. Purchased software that is integral to the functionality of the related equipment is capitalised as part of that equipment. 
Borrowing costs that are directly attributable to the acquisition or construction of assets, that necessarily takes a substantial 
period of time to get ready for its intended use, are capitalised as part of the cost of that asset.

The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying amount of the item if it 
is probable that the future economic benefits embodied within the part will flow to the Group and its cost can be measured 
reliably. The carrying amount of the replaced part is derecognised. The costs of the day-to-day servicing of property, plant and 
equipment are recognised in profit or loss as incurred. 
 
When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items 
(major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds from dis-
posal with the carrying amount of property, plant and equipment, and are recognised in profit or loss.

Depletion and depreciation
Property, plant and equipment related to oil production activities are depreciated using the unit-of-production method. Unit-
of-production rates are based on proved developed producing and proved developed non-producing reserves, which are oil, 
gas and other mineral reserves estimated to be recovered from existing facilities using current operating methods, and do not 
take into account future development costs for accessing hydrocarbons from existing well-bores, where production can be ini-
tiated or restored with relatively low expenditure compared to the cost of drilling a new well. Where individually insignificant, 
unproved oil and gas properties may be grouped and amortised based on factors such as the average concession term and past 
experience of recognising proved reserves. 

Acquisition costs of proved properties are depleted using the unit-of-production method based upon total proved reserves. For 
this purpose, the oil and gas reserves of the Group have been determined based on estimates of hydro-carbon reserves to the 
extent that the reserves will be extracted by the end of the expected useful life of the field reserves.

Assets which are not directly associated with oil production activities are depreciated on a straight-line basis over the estimated 
useful lives of each part of an item of property, plant and equipment, since this most closely reflects the expected pattern 
of consumption of the future economic benefits embodied in the asset. Land is not depreciated.

The estimated useful lives of major classes of property, plant and equipment are as follows:

Buildings and constructions 2-100 years

Machinery and equipment 2-39 years

Transport 1-57 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date, with the effect of any changes 
in estimates being accounted for on a prospective basis.

Intangible assets
Intangible assets are measured at  cost less accumulated amortisation and impairment losses. Amortisation is  recognised 
in profit or loss on a straight-line basis over the estimated useful lives of intangible assets.

The estimated useful life for the software is 1-5 years. Amortisation methods and useful lives are reviewed annually, with the 
effect of any changes in estimate being accounted for on a prospective basis.

Associates
An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest in a joint 
venture. Significant influence is the power to participate in the financial and operating policy decisions of the investee but is not 
control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial statements using the eq-
uity method of accounting, except when the investment, or a portion thereof, is classified as held for sale, in which case it is 
accounted for in accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations (“IFRS 5”). Under the 
equity method, an investment in an associate is initially recognised in the consolidated statement of financial position at cost 
and adjusted thereafter to recognise the Group’s share of the profit or loss and other comprehensive income of the associate. 
When the Group’s share of losses of an associate exceeds the Group’s interest in that associate (which includes any long-term 
interests that, in substance, form part of the Group’s net investment in the associate), the Group discontinues recognising its 
share of further losses. Additional losses are recognised only to the extent that the Group has incurred legal or constructive 
obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity method from the date on which the investee becomes an as-
sociate. Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets, liabilities and 
contingent liabilities of an associate recognised at the date of acquisition is recognised as goodwill, which is included within the 
carrying amount of the investment. Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities and 
contingent liabilities over the cost of acquisition, after reassessment, is recognised immediately in profit or loss. 

When the Group has previously held an investment accounted for under IAS 39 and the Group obtains significant influence over 
that investment, the deemed cost of the investment in the associate, accounted for under IAS 28, is the fair value of the original 
investment at the date that significant influence is achieved over the entity, plus any consideration paid for the additional stake. 
Any gains or losses arising on the reassessment to fair value of the original investment are recognized in profit or loss at the 
date significant influence is achieved.

The requirements of IAS 39 are applied to determine whether it is necessary to recognise any impairment loss with respect 
to the Group’s investment in an associate. When necessary, the entire carrying amount of the investment (including goodwill) 
is tested for impairment in accordance with IAS 36 Impairment of Assets (“IAS 36”) as a single asset by comparing its recover-
able amount (higher of value in use and fair value less costs to sell) with its carrying amount, any impairment loss recognised 
forms part of the carrying amount of the investment. Any reversal of that impairment loss is recognised in accordance with IAS 
36 to the extent that the recoverable amount of the investment subsequently increases. 
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The Group discontinues the use of equity method from the date when investment ceases to be an associate or when an invest-
ment is classified as held for sale.

When a group entity transacts with its associate, profits and losses resulting from the transactions with the associate are 
recognised in the Group’ consolidated financial statements only to the extent of interests in the associate that are not related 
to the Group. 

Joint ventures
A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have rights to the net 
assets of the arrangement. Those parties are called joint venturers. Joint ventures are accounted for using the equity method 
whereby an interest in jointly controlled entities is initially recorded at cost and adjusted thereafter for post-acquisition changes 
in the Group’s share of net assets of the joint venture.

When a venturer makes a non-monetary contribution to a joint venture in exchange for an equity interest in that joint venture, 
profit or loss is recognised only on the portion of the gain or loss that relates to the equity interests of the other venturers.

When a group entity transacts with its jointly controlled entity, profits and losses resulting from the transactions with the jointly 
controlled entity are recognised in the Group’s consolidated financial statements only to the extent of interests in the jointly 
controlled entity that are not related to the Group. The interest income on loans provided to joint ventures is recognised in full 
within the consolidated statement of profit or loss and other comprehensive income as a Finance income.

Non-current assets held for sale
Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered principally through 
a sale transaction rather than through continuing use. This condition is regarded as met only when the asset (or disposal group) 
is available for immediate sale in its present condition subject only to terms that are usual and customary for sales of such asset (or 
disposal group) and its sale is highly probable. Management must be committed to the sale, which should be expected to qualify for 
recognition as a completed sale within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets and liabilities of that subsidiary 
are classified as held for sale when the criteria described above are met, regardless of whether the Group will retain a non-control-
ling interest in its former subsidiary after the sale.

When the Group is committed to a sale plan involving disposal of an investment, or a portion of an investment, in an associate or joint 
venture, the investment or the portion of the investment that will be disposed of is classified as held for sale when the criteria de-
scribed above are met, and the Group discontinues the use of the equity method in relation to the portion that is classified a held for 
sale. Any retained portion of an investment in an associate or a joint venture that has not been classified as held for sale continues 
to be accounted for using the equity method. The Group discontinues the use of the equity method at the time of disposal when the 
disposal results in the Group losing significant influence over the associate or joint venture.

After the disposal takes place, the Group accounts for any retained interest in the associate or joint venture in accordance with IAS 39 
unless the retained interest continues to be an associate or a joint venture, in which case the Group uses the equity method. 

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their previous carrying amount and 
fair value less costs to sell.

Impairment of tangible and finite-lived intangible assets
At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets and finite-lived intangible 
to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, 
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). When it is not 
possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be identified, corporate 
assets are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation basis can be identified.

The recoverable amount is the higher of fair value less cost to sell and value in use. In assessing value in use, the estimated 
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments 
of the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been ad-
justed. 

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying 
amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately 
in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the 
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount 
that would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. 
A reversal of an impairment loss is recognised immediately in profit or loss.

Financial instruments
Financial assets and financial liabilities are recognised when a Group entity becomes a party to the contractual provisions of the 
instrument. 

Financial assets and financial liabilities are initially measured at  fair value. Transaction costs that are directly attributable 
to the acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at fair 
value through profit or loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as appro-
priate, on initial recognition. Transaction costs directly attributable to the acquisition of financial assets or financial liabilities 
at fair value through profit or loss are recognised immediately in profit or loss. 

Financial assets
Financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial asset is under 
a contract whose terms require delivery of the investment within the timeframe established by the market concerned, and are 
initially measured at fair value plus transaction costs.

Financial assets of the Group are classified into the following specified categories: financial assets at fair value through profit 
or loss (“FVTPL”), available-for-sale (“AFS”) investments, held-to-maturity investments and loans and receivables.

The classification depends on the nature and purpose of the financial assets and is determined at the time of initial recognition.

Effective interest method – assets
The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest 
income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts 
through the expected life of the debt instrument, or, where appropriate, a shorter period, to the carrying amount on initial rec-
ognition.

Income is recognised on an effective interest basis for debt instruments other than those financial assets classified as at FVTPL.

Financial assets at FvTPL
Financial assets are classified as at FVTPL when the financial asset is either held for trading or it is designated as at FVTPL. 
A financial asset is classified as held for trading if: 

· It has been acquired principally for the purpose of selling in the near term; or 
·  On initial recognition it is part of a portfolio of identified financial instrument that the Group manages together and has a re-

cent actual pattern of short-term profit-taking; or 
· It is a derivative that is not designated and effective as a hedging instrument.

Financial assets at FVTPL are stated at  fair value, with any gains or  losses arising on remeasurement recognised in profit 
or loss.
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AFS financial assets
AFS financial assets are non-derivatives that are either designated as AFS or are not classified as loans and receivables, held-
to-maturity investments or financial assets at FVTPL.

Listed and unlisted shares held by the Group that are traded in an active market are classified as AFS and are stated at fair 
value, except for investments in shares for which there are no available market quotations and whose fair value cannot be reli-
ably measured, which are accounted at cost less any identified impairment losses at the end of each reporting period. 

Fair value of AFS financial assets with standard terms and conditions and traded in active markets is determined with reference 
to quoted market prices.

Dividends on AFS equity instruments are recognised in profit or loss when the Group’s right to receive the dividends is estab-
lished.
 
Gains and losses arising from changes in fair value are recognised in other comprehensive income and accumulated in equity. 
Where the investment is derecognised, the cumulative gain or loss previously accumulated in equity is reclassified to profit 
or loss, except for derecognition due to transactions under common control, where the respective cumulative gain or loss is re-
classified within the consolidated statement of changes in equity.

Held-to-maturity investments
Promissory notes and debentures with fixed or  determinable payments and fixed maturity dates which the Group has the 
positive intent and ability to hold to maturity are classified as held-to-maturity investments. Held-to-maturity investments are 
recorded at amortised cost less impairment, if any. 

Interest income is recognised using the effective interest method.

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active mar-
ket are classified as loans and receivables. Loans and receivables are measured at amortised cost using the effective interest 
method less any impairment. 

Interest income is recognised by applying the effective interest rate, except for short-term receivables when the recognition 
of interest would be immaterial.

Impairment of financial assets
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting period. Finan-
cial assets are considered to be impaired when there is objective evidence that, as a result of one or more events that occurred 
after the initial recognition of the financial asset, the estimated future cash flows of the investment have been affected.

Equity securities classified as AFS, a significant and prolonged decline in the fair value of the securities below its costs is consid-
ered to be objective evidence of impairment.

For other financial assets objective evidence of impairment could include:

·  Significant financial difficulty of the counterparty; or
·  Breach of contract, such as a default or delinquency in interest or principle payments; or
· It is becoming probable that the counterparty will enter bankruptcy or financial re-organisation.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s carrying amount 
and the present value of estimated future cash flows, discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception 
of trade receivables where the carrying amount is reduced through the use of an allowance account. When a trade receivable 
is uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts previously written off are cred-
ited against the allowance account. Changes in the carrying amount of the allowance account are recognised in profit or loss.

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognised in other comprehen-
sive income are reclassified to profit or loss in the period.

With the exception of AFS equity securities, if, in a subsequent period, the amount of the impairment loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognised, the previously recognised impair-
ment loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the impairment 
is reversed does not exceed what the amortised cost would have been had the impairment not been recognised.

In respect of AFS equity securities, impairment losses previously recognised in profit or  loss are not reversed through profit 
or loss. Any increase in fair value subsequent to an impairment loss is recognised in other comprehensive income.

Derecognition of financial assets
The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or it trans-
fers the financial assets and substantially all the risk and rewards of ownership of the asset to another entity. If  the Group 
neither transfers nor retains substantially all the risk and rewards of ownership and continues to control the transferred asset, 
the Group recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the Group 
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group continues to recognise 
the financial asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum of the con-
sideration received and receivable and the cumulative gain or loss that had been recognised in other comprehensive income 
and accumulated in equity is recognised in profit or loss.

Inventories
Inventories are stated at  the lower of cost and net realisable value. The cost of  inventories is based on the weighted average 
principle, and includes expenditure incurred in acquiring the inventories, production or conversion costs and other costs incurred 
in bringing them to their existing location and condition. In the case of manufactured inventories and work in progress, cost in-
cludes 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 estimated costs of completion and costs 
necessary to make the sale.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, current accounts and cash deposits with banks and highly liquid investments 
with maturities of three months or less, that are readily convertible to known amounts of cash and are subject to an insignificant 
risk of changes in value.

Equity instruments
Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain or loss is recog-
nised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity instruments.

Financial liabilities
Financial liabilities of the Group are classified into the following specified categories: 
financial liabilities at FVTPL and other financial liabilities.

Financial liabilities at FvTPL
Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or  it is designated as at 
FVTPL. A financial liability is classified as held for trading if: 

· It has been incurred principally for the purpose of repurchasing in the near term; or 
·  On initial recognition it is part of a portfolio of identified financial instrument that the Group manages together and had a re-

cent actual pattern of short-term profit-taking; or 
· It is a derivative that is not designated and effective as a hedging instrument.

Financial liability at FVTPL is stated at fair value, with any gains or losses arising on remeasurement recognised in profit or loss.
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Other financial liabilities
Other financial liabilities, including trade and other payables, loans and borrowings, are initially measured at fair value, net 
of transaction costs. Financial liabilities are subsequently measured at amortised cost using the effective interest method, with 
interest expense recognised on an effective yield basis.

Effective interest method – liabilities
The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest 
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments 
(including all fees and points paid or received that form an integral part of the effective interest rate, transaction costs and other 
premiums or discounts) through the expected life of the financial liability, or (where appropriate) a shorter period, to the net 
carrying amount on initial recognition.

Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or they 
expire. The difference between carrying amount of the financial liability derecognised and the consideration paid and payable 
is recognised in profit and loss. 

Provisions and contingencies
Provisions
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is prob-
able that the Group will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle 
the present obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the obliga-
tion. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the 
present value of those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the 
receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receiv-
able can be measured reliably.

Contingencies
Contingent liabilities are not recognised in the consolidated financial statements unless they arise as a result of a business 
combination. 

Contingencies attributable to specific events are disclosed unless the probability of an outflow of resources embodying eco-
nomic benefits is remote. Contingent assets are not recognised in the consolidated financial statements but are disclosed when 
an inflow of economic benefits is probable.

Decommissioning provision
Decommissioning provision relates primarily to the suspension and liquidation of wells, pipelines, other oil and gas facilities 
and site restoration. Management estimates the obligation related to these costs based on internally generated engineering 
estimates, current statutory requirements and industry practices. Future decommissioning costs, discounted to net present 
value, are capitalised and a corresponding obligation is recognised as soon as a constructive obligation arises and the amount 
can be reliably estimated. The unwinding of the discount is recognised within finance costs. Oil and gas properties related to de-
commissioning are depreciated using the unit-of-production method based on proved developed reserves.

The Group records the long-term portion of the decommissioning provision as a separate line item in the consolidated state-
ments of financial position. The current portion is recorded within current provisions.

The adequacy of the decommissioning provision is periodically reviewed in the light of current laws and regulations, and adjust-
ments are made as necessary. Changes in the estimated expenditure are reflected as an adjustment to the provision and the 
corresponding asset.

Employee benefit obligations
Remuneration to employees in respect of services rendered during the reporting period, including accrual for unused vacation 
and bonuses and related social contribution, is recognised as an expense in the period when it is earned.

Defined contribution plan
Subsidiaries registered in the Russian Federation are legally obliged to make defined contributions to the State Pension Fund. 
This defined contribution plan is financed on a pay-as-you-earn basis.

Defined benefit retirement plans
For defined benefit retirement plans, the cost of providing benefits is determined using the Projected Unit Credit Method, with 
actuarial valuations being carried out at the end of each reporting period and with immediate recognition of all actuarial gains 
and losses in other comprehensive income. Remeasurement recognised in other comprehensive income is reflected immedi-
ately in retained earnings and is not reclassified to profit or loss. Past service cost is recognised in profit or loss in the period 
of a plan amendment. Net interest is calculated by applying the discount rate at the beginning of the period to the net defined 
benefit liability.

The retirement benefit obligation recognised in the statement of financial position represents the present value of the defined 
benefit obligation as adjusted for unrecognised past service cost.

Other long-term employee benefits
The Group provides its employees with other long-term benefits. The entitlement to these benefits is usually conditional on the 
employee remaining in service up to the certain period. The expected costs of these benefits are accrued over the period of em-
ployment using the same accounting methodology as used for defined benefit retirement plans. Actuarial gains and losses 
arising from experience adjustments and changes in actuarial assumptions recognised in profit or loss in the period in which 
they arise. 

Share-based payment arrangements
For cash-settled share-based payments, a liability is recognised for the goods or services acquired, measured initially at the fair 
value. At the end of each reporting period until the liability is settled, and at the date of settlement, the fair value of the liability 
is remeasured, with any changes in fair value recognised in profit or loss for the year.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable for the sale of goods and rendering of services 
in the ordinary course of the Group’s activities. Revenue is shown net of value-added tax, returns, rebates and discounts and 
after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic ben-
efits will flow to the entity and when specific criteria have been met for each of the Group’s activities as described below. The 
Group bases its estimates on historical results, taking into consideration the type of customer, the type of transaction and the 
specifics of each arrangement.

Cash received in advance from customers is not included in current year revenue, and is recognised within advances received.

Sales of crude oil and petroleum products
Revenue from the sales of crude oil and petroleum products (“goods”) is recognised when all 
the following conditions are satisfied:

·  The Group has transferred to the buyer the significant risks and rewards of ownership of the goods;
·  The Group retains neither continuing managerial involvement to the degree usually associated with ownership nor effective 

control over the goods sold;
·  The amount of revenue can be measured reliably;
· It is probable that the economic benefits associated with the transaction will flow to the entity; and
·  The costs incurred or to be incurred in respect of the transaction can be measured reliably.
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Rendering of services
Revenue from a contract to provide services is recognised by reference to the stage of completion of the contract.

Revenue from time and material contracts is recognised at the contractual rates as labour hours are delivered and direct ex-
penses are incurred.

Construction contracts
Contract revenue includes the initial amount agreed in the contract plus any variations in contract work, claims and incentive 
payments, to the extent that it is probable that they will result in revenue and can be measured reliably. As soon as the outcome 
of a construction contract can be estimated reliably, contract revenue is recognised in profit or loss in proportion to the stage 
of completion of the contract. Contract expenses are recognised as incurred unless they create an asset related to future con-
tract activity.

The stage of completion is assessed by reference to surveys of work performed. When the outcome of a construction contract 
cannot be estimated reliably, contract revenue is recognised only to the extent of contract costs incurred that are likely to be 
recoverable. An expected loss on a contract is recognised immediately in profit or loss.

Interest income
Interest income is recognised using the effective interest method. Interest income from a financial asset is recognised when 
it is probable that the economic benefits will flow to the Group and the amount of income can be measured reliably. When a loan 
and receivable is impaired, the Group reduces the carrying amount to its recoverable amount, being the estimated future cash 
flow discounted at the original effective interest rate of the instrument, and continues unwinding the discount as interest in-
come. Interest income on impaired loan and receivables are recognised using the original effective interest rate.

Dividend income
Dividend income is recognised when the right to receive payment is established.

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that 
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, 
until such time when the assets are substantially ready for their intended use or sale. Investment income earned on temporary 
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the finance costs eligible for 
capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Leasing – the Group as lessee
Leases are classified as finance leases whenever the terms of the lease transfer substantially all 
the risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where another 
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 
Contingent rentals arising under operating leases are recognised as an expense in the period in which they are incurred.

Income tax
Income tax expense comprises current and deferred tax.

Current tax
Current tax is based on taxable profit for the year. Taxable profit differs from profit as reported in the consolidated statement 
of profit or loss and other comprehensive income because it excludes items of income or expense that are taxable or deductible 
in other years and it further excludes items that are never taxable or deductible. The Group’s liability for current tax is calcu-
lated using tax rates that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax
Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the consolidated 
financial statements and the corresponding tax bases used in  the computation of  taxable profit. Deferred tax liabilities are 
generally recognised for all taxable temporary differences. Deferred tax assets are recognised for all deductible temporary 

differences to the extent that it is probable that taxable profits will be available against which those deductible temporary dif-
ferences can be utilised.

Such assets and liabilities are not recognised if the temporary difference arises from the initial recognition of other assets and 
liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries, except 
where the Group is able to control the reversal of the temporary difference and it is probable that the temporary difference will 
not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such 
investments and interests are only recognised to the extent that it is probable that there will be sufficient taxable profits against 
which to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable future. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it is 
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the liability 
is expected to be settled or assets realised, based on tax rates that have been enacted or substantively enacted by the end of the 
reporting period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from 
the manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against cur-
rent tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its 
current tax assets and liabilities on a net basis.

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in other com-
prehensive income or directly in equity, in which case, the current and deferred tax are also recognised in other comprehensive 
income or directly in equity respectively. Where current tax or deferred tax arises from the initial accounting for a business 
combination, the tax effect is included in the accounting for the business combination.

Earnings per share
The Company has two classes of shares, “ordinary” and “preferred”. The Company’s preferred shares have the same charac-
teristics as ordinary shares and have no preference attributed to them. Accordingly, for purposes of computing earnings per 
share (“EPS”), preferred shares have been treated as ordinary shares. 

The Group presents basic and diluted EPS data for its ordinary and preferred shares, on a combined basis. Basic EPS is calcu-
lated by dividing profit or loss attributable to owners of the Company by the weighted average number of ordinary and preferred 
shares outstanding during the period adjusted for shares purchased by the Group and held as treasury shares. Reciprocal in-
terests relating to OJSC Sistema-invest (“Sistema-invest”) ownership in the Company are deducted from the total outstanding 
shares in computing the weighted average number of outstanding shares.

3.  CRITICAL ACCOUNTING JUDGEMENTS AND KEy SOURCES OF ESTIMA-
TION UNCERTAINTy

In the application of the Group’s accounting policies, described in note 2, management is required to make judgements, esti-
mates and assumptions about the carrying amounts of assets and liabilities and recognised amounts of income and expenses 
that are not readily apparent from other sources. The estimates and associated assumptions are based on historical experience 
and other factors 
that are considered to be relevant. Actual results may differ from these estimates. The estimates and underlying assumptions 
are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is re-
vised if the revision affects only that period or in the period of the revision and future periods if the revision affects both current 
and future periods.

The most significant areas requiring the use of management estimates and assumptions relate to:

·  Control over structured entities;
·  Accounting for share in Sistema-invest;
·  Accounting for share in OJSC Bashkirian Power Grid Company;
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·  Classification of investment in LLC Bashneft-Polyus;
·  Useful economic lives of property, plant and equipment;
·  Exploration and evaluation expenditures;
·  Impairment of property, plant and equipment;
·  Decommissioning provision;
·  Legal contingencies; and
·  Taxation.

Control over structured entities
Management judgement is involved in the assessment of control and the consolidation of certain structured entities in the Group’s 
consolidated financial statements. The Group does not have any direct or indirect shareholdings in these structured entities and 
management periodically reviews the status of each of these entities to ensure the assessment is still appropriate.

A structured entity is consolidated if, based on an evaluation of the substance of its relationship with the Group and the structured 
entity’s risks and rewards, the Group concludes that it controls the entity. The Group’s exercises judgement in determining if the 
voting or similar rights within the entity are the dominant factor in deciding who controls the entity, and if, based on such judg-
ment, the Group determines that it controls the entity despite the lack of the voting or similar rights, such entity is consolidated 
by the Group in its consolidated financial statements.
 
Accounting for Sistema-invest
Management judgement is involved in the determination of the appropriate accounting for Sistema-invest. As detailed in Note 4, 
Sistema-invest is a non-substantive entity, through which Sistema enacts certain transactions. The entity has no decision-making 
capabilities of its own, and therefore management has determined that “look-through accounting” is appropriate in order to rec-
ognise the substance of what that entity represents, namely treasury shares (i.e. a reciprocal interest in the Company), a reduc-
tion in non-controlling interests (i.e. interests held in the entities that the Group controlled and consolidated) and intercompany 
balances. From 2011 onwards, Sistema-invest also held an interest in OJSC Bashkirenergo (“Bashkirenergo”), which was treated 
as an investment held for sale at 31 December 2011 (refer to note 13). Please refer to the following paragraph “accounting for 
share in OJSC Bashkirian Power Grid Company (“BESK”) for the accounting treatment of investment in BESK. 

On 17 December 2013, the the Board of Directors (the “Board”) approved a reorganization programme involving Sistema-invest 
(refer to note 17). Accordingly, at 31 December 2013 the Group has classified the assets and liabilities which were accounted for 
using the look-through methodology noted above as assets and liabilities held for sale.

Accounting for share in OJSC Bashkirian Power Grid Company
At 31 December 2013 the Group holds an investment in BESK through its investment in the non-substantive entity Sistema-invest. 
The Group’s indirect interest in this investment is 45.7%, with Sistema ultimately owning the controlling shareholding. Manage-
ment has concluded, however, that equity accounting for this investment is not appropriate, because they are unable to exercise 
significant influence over BESK. Significant influence is defined as the power to participate in the financial and operating policy 
decisions of an economic activity but is not control or joint control over those policies. Management believe that the control and 
influence pertaining to Sistema is all-encompassing, and thus the Group is unable to influence the decision making of BESK in any 
way. As such, BESK is treated as an available-for-sale investment held at cost, due to the inability to compute a reliable fair value 
for the investment (refer to note 13). As noted in the above paragraph covering “Accounting for Sistema-invest”, BESK has been 
classified as held for sale at year-end.

Classification of investment in LLC Bashneft-Polyus
The Group established LLC Bashneft-Polyus (“Bashneft-Polyus”) in 2011 as an operator of the Trebs and Titov deposit. The sale 
of a 25.1% interest in Bashneft-Polyus in December 2011 involved a change in the governing principles of Bashneft-Polyus, pur-
suant to which significant equal decision making powers relating to key operational and financial decisions and the appointment 
of key management personnel of the entity were awarded to the holder of the 25.1% interest. Management considered these pow-
ers, and concluded that they had lost full control of Bashneft-Polyus, albeit retaining joint control. Accordingly, the Group’s 74.9% 
interest in Bashneft-Polyus has been accounted for as a joint venture, using the equity method of accounting (refer to note 12).

Useful economic lives of property, plant and equipment
The estimation of the useful life of an item of property, plant and equipment is a matter of management judgement based upon ex-
perience with similar assets. In determining the useful life of an asset, management considers the expected usage based on pro-
duction and reserve estimates, estimated technical obsolescence, physical wear and tear and the physical environment in which 
the asset is operated. Changes in any of these conditions or estimates may result in adjustments to future depreciation rates.

Based on the terms included in the licences and past experience, management believes oil production licences will be extended 
past their current expiration dates at insignificant additional costs. Because of the anticipated licence extensions, the assets are 
depreciated over their useful lives beyond the end of the current licence term.

Other property, plant and equipment are depreciated on a straight-line basis over their useful economic lives. Management peri-
odically, at the end of each reporting period, reviews the appropriateness of the assets useful economic lives and residual values. 
The review is based on the current condition of the assets, the estimated period during which they will continue to bring economic 
benefit to the Group and the estimated residual value.

Oil and gas producing assets are depreciated on a units of production basis at a  rate calculated by reference to  total proved 
developed reserves. The Group estimates its commercial reserves on information compiled by appropriately qualified persons 
competent to assess the geological and technical data on the size, depth, shape and grade of the hydrocarbon body and suitable 
production techniques and recovery rates. Commercial reserves are determined using estimates of oil and gas in place, recover 
factors and future commodity prices. 

As economic assumptions may change, and as additional geological information is obtained during the operation of a field, esti-
mates of recoverable reserves may change. Such changes may impact the Group’s reported financial position and results, includ-
ing:

·  Carrying value of exploration and evaluation assets, property, plant and equipment, may be affected due to changes in estimated 
future cash flows;

·  Depreciation and amortisation charges in profit or loss may change where such changes are determined using the unit of pro-
duction method, or where the useful life of the related assets change;

·  Provisions for decommissioning may change where changes to the reserve estimates affect expectations about when such activi-
ties will occur and the associated cost of these activities;

·  Recognition and carrying value of deferred tax assets may change due to changes in the judgments regarding the existence 
of such assets and in the estimates of the likely recovery of such assets.

Exploration and evaluation expenditures
The application of  the Group’s accounting policy for exploration and evaluation expenditure requires judgment to  determine 
whether it is likely that future economic benefits are probable, from either future exploitation or sale, or whether activities have 
not reached a stage which permits a reasonable assessment of the existence of commercial reserves. The determination of re-
serves is itself 
an estimation process that requires varying degrees of uncertainty depending on the classification of the reserve. The capitalisa-
tion policy requires management to make certain estimates and assumptions as to future events and circumstances, in particular, 
whether an economically viable extraction operation can be established. Any such estimates and assumptions may change as new 
information becomes available. If, after expenditures are capitalised, information becomes available suggesting that the recovery 
of the expenditure is unlikely, the relevant amount in written off in profit or loss in the period the information becomes available.

Impairment of property, plant and equipment
At the end of each reporting period, the Group reviews the carrying amounts of its property, plant and equipment to determine 
whether there is any indication that those assets are impaired. In making the assessment for impairment, assets that do not 
generate independent cash flows are allocated to an appropriate cash-generating unit. Management necessarily applies its judge-
ment in allocating assets that do not generate independent cash flows to appropriate cash-generating units, and also in estimat-
ing the timing and value of underlying cash flows within the value in use calculation. In determining the value in use calculation, 
future cash flows are estimated at each cash-generating unit based on a cash flows projection utilising the latest budgeted infor-
mation available.
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Decommissioning provision
The Group’s oil and gas activities are subject to various laws and regulations governing the protection of the environment. The 
Group estimates environmental obligations based on management’s understanding of the current legal requirements in the vari-
ous jurisdictions, terms of  the licence agreements and internally generated engineering estimates. Provision is made, based 
on net present values, for decommissioning costs as soon as the obligation arises. Actual costs incurred in future periods could 
differ materially from the amounts provided. Additionally, future changes to environmental laws and regulations, life of oil and gas 
reserves estimates and discount rates could affect the carrying amount of this provision. 

Legal contingencies
Legal proceedings covering a wide range of matters are pending or threatened against the Group. Periodically, the status of each 
significant loss contingency is reviewed to assess the potential financial exposure of the Group. The Group records provisions for 
pending litigation when it determines that an unfavourable outcome is probable and the amount of loss can be reasonably esti-
mated. 

Due to the inherent uncertain nature of litigation, the ultimate outcome or actual cost of settlement may materially vary from 
estimates. Provisions are based on the best information available at the time. As additional information becomes available, the 
potential liability related to pending claims and litigation is reassessed and, if required, estimates are revised. Such revisions 
in estimates could have a material impact on the future of the Group’s results.

Taxation
Significant judgement is required in determining the provision for taxation in the Russian Federation. There are many transactions 
and calculations for which the ultimate tax determination is uncertain. The Group recognises liabilities for anticipated additional 
tax assessments as a result of tax audits based on estimates of whether it is probable that additional taxes will be due.

Where the final tax outcome of these matters is different from the amounts that were initially recorded, such differences will im-
pact the income tax provisions in the period in which such determinations are made.

Deferred tax assets are reviewed at the end of each reporting period and reduced to the extent that it is no longer probable that 
sufficient taxable profit will be available to allow all or part of the deferred tax assets to be utilised. The estimation of that probabil-
ity includes judgements based on the expected performance of the Group. Various factors are considered to assess the probability 
of the future utilisation of deferred tax assets, including past operating results, operational plans, expiration of tax losses carried 
forward, and tax planning strategies. If actual results differ from these estimates or if these estimates must be adjusted in future 
periods, the financial position, results of operations and cash flows may be negatively affected.

4. BUSINESS COMBINATIONS AND REORGANISATION OF THE GROUP
Business combinations in 2013 and 2012
In 2013 and 2012, the Group acquired subsidiaries in Upstream and Downstream segments for a total consideration of RUB 522 
million (of which RUB 152 million was paid in cash) and RUB 846 million paid in cash, respectively. The fair value of the net assets 
acquired approximates the consideration transferred.

Business combinations in 2011 

OjSC Orenburgnefteproduct
In April 2011, the Group acquired from OJSC Russneft a 94% stake in Orenburgnefteproduct for total cash consideration of RUB 
3,393 million. Orenburgnefteproduct is  a  company engaged in  petroleum products trading in  the Orenburg region through 
a chain of 95 petrol stations and 16 petrol storages.

At the date of acquisition, the fair value of identifiable assets and liabilities of Orenburgnefteproduct was as follows:

Fair value at 
the acquisition date

ASSETS

Property, plant and equipment 3,370

Inventories 500

Trade and other receivables 177

Advances to suppliers and prepaid expenses 366

Cash and cash equivalents 248

4,661

LIABILITIES

Deferred tax liabilities (577)

Trade and other payables (504)

(1,081)

Fair value of net assets acquired 3,580

Non-controlling interests measured at fair value (187)

Cash consideration 3,393

Excess of the cost of acquisition over the Group’s share in the fair value of net assets acquired -

Net cash outflow arising on acquisition

Consideration paid 3,393

Cash and cash equivalents acquired (248)

Net cash outflow on acquisition 3,145

Orenburgnefteproduct contributed RUB 10,141 million of revenue, RUB 153 million of profit before tax and RUB 117 million 
of profit from the date of acquisition to 31 December 2011.

The Group’s financial results if the combination had taken place at the beginning of the year ended 31 December 2011 are not 
disclosed as Orenburgnefteproduct did not prepare standalone financial statements in accordance with IFRS before the acqui-
sition. 
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LLC BN-Nefteproduct
In July 2011, LLC Aspec, the holding company of the Aspec Group, engaged in wholesale and retail of oil products, real estate 
development and also owned an automotive retail business, was reorganized into two companies: LLC BN-Nefteproduct (“BN-
Nefteproduct”) and LLC Aspec. As a result of this reorganisation, the Group swapped its 49.99% interest in LLC Aspec to 100% 
interest in BN-Nefteproduct, a company, which consolidated the wholesale and retail businesses of Aspec Group. The company’s 
production facilities includes: 50 petrol stations and 4 petroleum storage facilities.

The remeasurement to fair value of the Group’s previously held 49.99% in LLC Aspec resulted in a loss of RUB 464 million, which 
has been recognised in other operating expenses in statement of the profit or loss and other comprehensive income. 

At the date of acquisition, the fair value of identifiable assets and liabilities of BN-Nefteproduct was as follows:

Fair value at 
the acquisition date

ASSETS

Property, plant and equipment 2,521

Inventories 1,951

Trade and other receivables 336

Cash and cash equivalents 155

Other assets 346

5,309

LIABILITIES

Deferred tax liabilities (347)

Trade and other payables (2,110)

(2,457)

Fair value of net assets acquired 2,852

Fair value of previously held share of investment in associate 2,852

Excess of the cost of acquisition over the Group’s share in the fair value of net assets acquired -

Cash inflow arising on acquisition

Cash and cash equivalents acquired 155

Cash inflow on acquisition 155

BN-Nefteproduct contributed RUB 36,419 million of revenue, RUB 918 million of profit before tax and RUB 726 million of profit 
from the date of acquisition to 31 December 2011.

If the acquisition had taken place at the beginning of the year ended 31 December 2011 the Group’s revenue would have been 
RUB 489,460 million, profit for the year would have been RUB 53,341 million. 

LLC GP SKON
In December 2011, the Group acquired 100% of LLC GP SKON (“SKON”), for a total cash consideration of RUB 1,202 million. 
SKON is a company engaged in petroleum products trading in the Sverdlovsk region through a chain of 25 petrol stations and 

petrol storage. As a result of acquisition the Group recognised excess of Group’s share in fair value of net assets acquired over 
consideration transferred in the amount of RUB 120 million in the consolidated statement of profit or loss and other compre-
hensive income.

As a result of acquisition, the Group consolidated Property, Plant and Equipment in the amount of RUB 1,459 million and at-
tributable deferred tax liability in the amount of RUB 138 million.

SKON contributed RUB nil of revenue, profit before tax and profit from the date of acquisition to 31 December 2011.

The Group’s financial results if the combination had taken place at the beginning of the year ended 31 December 2011 are not 
disclosed as SKON did not prepare standalone financial statements in accordance with IFRS before the acquisition. 

OjSC Sistema-invest
Sistema-invest is a legal entity controlled by Sistema that owns equity interests in the Company, Ufaorgsintez and BESK. Prior 
to the reorganisation of the Group (which is explained below) Sistema-invest owned equity interests in the Company, Ufimsky 
Refinery Plant, Novoil, Ufaneftekhim, Ufaorgsintez and Bashkirnefteprodukt. The entity was and is a corporate vehicle used 
to facilitate transactions between Bashneft Group, Sistema and third parties and was and is used in part to accumulate non-
controlling interests in the Company and Ufaorgsintez within the corporate vehicle. There have been no independent operations 
within Sistema-invest throughout any of the periods presented. It essentially holds an interest in the Company’s own shares, 
additional interests in the aforementioned subsidiaries, and loans received from the Group and given to Sistema. Except for 
these items, there is no other operational or economic substance to the entity. For periods presented up to 2013, the Group 
therefore ‘looked-through’ the non-substantive legal entity and accounted for its share of  interests in the assets, liabilities, 
equity, revenues and expenses of Sistema-invest.

The Company’s interest in its own shares was accounted for as treasury shares and the increase in the Company’s interest 
in subsidiaries was accounted for as an increase in ownership in subsidiaries acquired by the Group.

On 18 December 2013, the Group announced that Sistema-Invest is to be reorganised, and ultimately disposed of to Sistema. 
As such, for the current year end, all assets and liabilities previously recognised using the look through treatment were clas-
sified as held for sale.

In May 2011, Sistema-invest issued an additional 28,488 shares, representing 28.49% of its own shares, in exchange for the 
48.22% stake in Bashkirenergo owned by Bashneft, Ufaneftekhim, Novoil and Ufimsky refinery plant. As a result of this trans-
action, the Group’s interest in Sistema-invest increased from 27.78% to 49.41%. The excess of the additional Group’s interest 
in Sistema-invest’s net assets acquired over the disposed amount of  the Group’s share in Bashkirenergo’s net assets was 
recognised in the Group’s consolidated statement of changes in equity as an increase in treasury shares and retained earn-
ings in the amounts of RUB 5,797 million and RUB 1,122 million, respectively. The transaction resulted in a decrease in non-
controlling interests in the amount of RUB 41,062 million.

As a result of this transaction, the shareholding structure of Sistema-invest was as follows:

Interest

Sistema 50.59%

Bashneft 26.73%

Ufaneftekhim 8.12%

Ufimsky refinery plant 7.28%

Novoil 7.28%

Total 100.00%



Consolidated IFRS financial account of Bashneft Group for 2013 Consolidated IFRS financial account of Bashneft Group for 2013

Millions of Russian roubles 176 Millions of Russian roubles177

AB
O

U
T 

TH
E 

C
O

M
PA

N
Y

AP
PE

N
D

IC
ES

O
P

ER
AT

IN
G

 R
ES

U
LT

S 
C

O
R

P
O

R
AT

E 
G

O
VE

R
N

AN
C

E 
IN

FO
R

M
AT

IO
N

 F
O

R
 

SH
AR

EH
O

LD
ER

S 
AN

D
 IN

VE
ST

O
R

S

As a result of this transaction, the Group lost control over Bashkirenergo. The Group’s effective interest in Bashkirenergo held 
through Sistema-invest became 23.62%, and was accounted for as investment held for sale at the lower of fair value less cost 
to sell and cost at 31 December 2011.
 
At 31 December 2011, the carrying value of treasury shares held by the Company was as follows: 

1 January
2011

Treasury shares 
acquired on 
5 May 2011

31 December
2011

Value 15,882 5,797 21,679

Excess of the Group’s interest in the net assets acquired over the consid-
eration paid attributable to treasury shares (8,438) - (8,438)

Total 7,444 5,797 13,241

The increase in the Group’s interest in the Company and its subsidiaries as a result of the acquisitions of interest in Sistema-
invest was as follows:

Effective ownership acquired on 
5 May 2011

Bashneft (treasury shares) 4.52%

Ufimsky refinery plant 3.13%

Novoil 3.56%

Ufaneftekhim 2.53%

Ufaorgsintez 3.03%

Bashkirnefteproduct 2.42%

On 1 October 2012 (see below) the Group completed a reorganisation as a result of which, the shareholding structure of Siste-
ma-invest changed as follows:

Interest

Sistema 50.59%

Bashneft 49.41%

Total 100.00%

Reorganisation of the Group in 2012
On 27 April 2012, at the Extraordinary General Meeting of Shareholders of Bashneft, shareholders approved a Group reorgan-
isation through a legal merge of its subsidiaries (namely the Ufimsky refinery plant, Novoil, Ufaneftekhim, Bashkirnefteproduct 
and Orenburgnefteproduct) with Bashneft.

As a result of the decision in accordance with Russian legislation the merging entities announced an obligatory buy-back of own 
shares, that was completed in June 2012. As the result of the buy-back program the Group acquired the treasury shares in the 
amount of RUB 11,070 million and shares of subsidiaries in amount RUB 7,964 million resulted in a decrease in non-controlling 
interests in the amount of RUB 12,216 million, the difference between consideration paid and decrease in non-controlling inter-
est was recognized as an increase in retained earnings.

On 28 September 2012 Sistema acquired preferred shares of Ufaneftekhim, Novoil and Ufimsky refinery plant from Bashneft 
Group for consideration RUB 1,918 million. As the result of this transaction the Group recognised an increase in non-controlling 
interests in the amount of RUB 3,472 million and decrease in additional paid-in capital in the amount of RUB 1,554 million.

On 1 October 2012 as part of the reorganisation of the Group, the shares of Ufimsky refinery plant, Novoil, Ufaneftekhim and 
Bashkirnefteproduct which were previously held by Sistema-invest were converted into shares of the Company (refer to note 
19). The transaction resulted in a decrease in non-controlling interest and increase in treasury shares with a corresponding 
increase in the additional paid-in-capital and share capital. Sistema-invest’s interest in the Company increased to 25.24%. The 
shares of Ufimsky refinery plant, Novoil, Ufaneftekhim, Bashkirnefteproduct and Orenburgnefteproduct owned by other share-
holders were also converted into Bashneft Shares, as result non-controlling interests in these subsidiaries of the Group were 
derecognized with a corresponding increase in the additional paid-in-capital and share capital.

The result from the Reorganisation of the Group is summarised in the following table:

1 October 2012

Decrease in non-controlling interest 36,657

Increase in treasury shares 12,186

Increase in share capital from additional share 
issue (249)

Increase in additional paid-in capital 48,594

Classification as held for sale in 2013
On 31 December 2013 the Group reclassified assets and liabilities held through Sistema-Invest to assets held for sale (refer 
to note 17).

5. SEGMENT INFORMATION
The Board is the Group’s chief operating decision maker. Operating segments have been determined based on the information 
reviewed by the Board for the purposes of assessing performance. During 2013, following the amendments to internal regula-
tions, the Group has changed the structure and content of the segment information provided to the Board for review. Accord-
ingly, the comparative segment information for the years 2012 and 2011 was restated.

The Board considers financial and operational results based on the stages of the production process and the marketing of as-
sociated products. The Group’s reportable segments under IFRS 8 “Operating Segments” are therefore as follows:

·  Upstream: this segment comprises subsidiaries and business units of the Company engaged in the exploration and production 
of crude oil; and 

·  Downstream: this segment comprises subsidiaries and business units of  the Company engaged in  processing and sale 
of crude oil and oil products on export and domestic markets.

The information about other subsidiaries and business units of the Company engaged in providing oilfield, maintenance, ware-
house services and other non-core activities, none of which meet the criteria for separate reporting, is presented as All other 
segments.

During 2012 operational and financial management of Ufaorgsintez was transferred to management of UPC, a subsidiary of the 
Company. Starting from 2012 the information about operations of UPC was not included in the reports provided to the Board 
and as a result the operations of UPC and its subsidiaries were included in the “Reconciling item” column below until the date 
of its disposal on 17 September 2013 (refer to note 18).

There are varying levels of  integration between the Group’s operating segments. Inter-segment revenues of  the Upstream 
segment represent oil transfer to the Downstream segment for the purpose of refining and crude oil sales and measured with 
a reference to market prices for crude oil. Inter-segment revenues of the Downstream segment and other operating segments 
represent oil products deliveries and services provided. Inter-segment pricing is estimated to represent an arm’s length basis.
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Information regarding the results of each reportable segment is reviewed by the Board. Segment EBITDA is used to measure 
segment performance, as management believes that such information is the most relevant in evaluating the results of seg-
ments relative to other entities that operate within these industries. Segment EBITDA is determined as summation of Operating 
profit and depletion and depreciation. Since Segment EBITDA is not a standard IFRS measure, the Group’s definition of Seg-
ment EBITDA may differ from that of other companies. The significant accounting policies of the reportable and other segments 
are the same as the Group’s accounting policies.

Information about the Group’s segments for the year ended 31 December 2013 is as follows:

Upstream Downstream All other 
segments

Reconciling 
item Eliminations Consolidated

External revenues 2,297 541,938 5,355 13,706 - 563,296

Inter-segment revenues 168,281 6,833 18,149 2,317 (195,580) -

External expenses (106,896) (352,107) (14,768) (8,104) - (481,875)

Inter-segment expenses (10,417) (170,609) (7,679) (6,894) 195,599 -

Segment EBITDA 60,786 35,788 2,573 2,283 19 101,449

Depletion and depreciation (20,028)

Impairment of investment in associate (15,752)

Finance income 5,163

Finance costs (9,460)

Foreign exchange gain, net 1,094

Share of income of associate and joint venture, net of income 
tax 492

Profit before income tax 62,958

Income tax expense (16,559)

Profit for the year 46,399

Information about the Group’s segments for the year ended 31 December 2012 is as follows:

Upstream Downstream All other 
segments

Reconciling 
item Eliminations Consolidated

External revenues 1,714 510,899 7,529 12,360 - 532,502

Inter-segment revenues 169,648 6,957 18,646 5,545 (200,796) -

External expenses (102,465) (323,159) (19,028) (7,262) - (451,914)

Inter-segment expenses (12,085) (172,989) (8,308) (7,566) 200,948 -

Segment EBITDA 62,243 30,759 1,284 4,527 152 98,965

Depletion and depreciation (18,377)

Finance income 4,808

Finance costs (11,883)

Foreign exchange gain, net 107

Share of loss of associate and joint ventures, net of income tax (361)

Profit before income tax 73,259

Income tax expense (16,469)

Profit for the year 56,790

Information about the Group’s segments for the year ended 31 December 2011 is as follows:

Upstream Downstream All other 
segments

Reconciling 
item Eliminations Consolidated

External revenues 1,576 479,492 4,997 263 - 486,328

Inter-segment revenues 154,779 4,758 17,918 8,828 (186,283) -

External expenses (84,772) (305,490) (13,479) (6,785) - (410,526)

Inter-segment expenses (14,275) (160,377) (10,400) (2,152) 187,204 -

Segment EBITDA 63,846 27,855 (326) 1,603 921 93,899

Depletion and depreciation (18,097)

Finance income 2,179

Finance costs (14,926)

Foreign exchange gain, net (379)

Share of loss of associate and joint ventures, net of income tax 2,211

Profit before income tax 64,887

Income tax expense (15,098)

Profit for the year 49,789

Substantially all of the Group’s operations are conducted in the Russian Federation. Therefore, the Group has not presented any 
geographical disclosure about its non-current assets by geographical area, as amounts not pertaining to the Russian Federa-
tion are immaterial.

The Group’s revenue from external customers by geographical location is as follows:

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Export outside the Customs Union* 309,205 263,557 243,704

Russian Federation 235,798 229,434 207,720

Export to other countries of the Customs Union* 18,293 39,511 34,904

Total 563,296 532,502 486,328

*the Customs Union means the customs union created between the states of Belarus, Kazakhstan and Russia. Within a single customs territory there is free movement of goods and 
vehicles for domestic consumption in the territory of any member of the Customs Union. 

The following counterparties relating to the Downstream segment each comprise each 10% or more of the total revenue of the 
Group:

Year ended
31 December 2013

Revenue % of the total Revenue

Major Customer 1 102,457 18%

Major Customer 2 81,189 14%

Major Customer 3 58,917 10%
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Year ended
31 December 2012

Revenue % of the total Revenue

Major Customer 1 66,576 13%

Major Customer 2 54,986 10%

Year ended
31 December 2011

Revenue % of the total Revenue

Major Customer 1 82,695 17%

6. REVENUE

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Petroleum products 438,783 406,428 382,199

Crude oil 113,655 113,043 92,348

Other revenue 10,858 13,031 11,781

Total 563,296 532,502 486,328

7. EMPLOyEE BENEFIT EXPENSES

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Wages and salaries 25,532 27,130 24,944

Contributions to Pension Fund of the Russian Federation (refer to note 8) 5,237 5,162 4,795

Other social contributions (refer to note 8) 1,657 1,776 1,475

Phantom shares granted (refer to note 22) 1,166 1,091 689

Other employee benefits 493 405 175

Total 34,085 35,564 32,078

8. TAXES OTHER THAN INCOME TAX

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Mineral extraction tax 60,049 57,183 51,508

Contributions to Pension Fund of the Russian Federation 5,237 5,162 4,795

Other social contributions 1,657 1,776 1,475

Property tax 1,590 1,700 1,688

Other taxes 872 888 836

Total 69,405 66,709 60,302

9. FINANCE INCOME AND FINANCE COSTS

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

FINANCE INCOME

Interest income on loans, promissory notes and bonds 3,125 2,073 1,212

Interest income on cash and deposits 1,590 2,735 478

Dividend income 448 - 489

Total 5,163 4,808 2,179

FINANCE COSTS

Interest expense on borrowings 8,652 10,943 12,090

Unwinding of discount 726 902 873

Other accretion expenses 82 38 38

Premium on bonds redeemed (refer to note 20) - - 1,925

Total 9,460 11,883 14,926
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10. INCOME TAX
Income tax recognised in profit or loss

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Current year income tax expense 18,807 14,668 13,793

Adjustments relating to current income tax of prior years 35 (1,551) 268

Current income tax expense 18,842 13,117 14,061

Deferred tax (benefit)/expense (2,283) 3,352 1,037

Income tax expense 16,559 16,469 15,098

Income tax expense calculated by applying the Russian Federation statutory income tax rate to profit before income tax differs 
from income tax expense recognised in profit or loss as a consequence of the following factors:

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

PROFIT BEFORE TAx 62,958 73,259 64,887

Income tax at statutory rate 20% 12,592 14,652 12,977

Tax effect of permanent difference on sale of 25.1% ownership in Bash-
neft-Polyus - - 706

Effect of tax on intragroup dividends received 739 170 190

Other non-deductible and non-taxable items 3,193 1,652 957

Temporary difference recognized as a result of prior years’ income tax 
correction - 1,546 -

Adjustments relating to current income tax of prior years 35 (1,551) 268

INCOME TAx ExPENSE 16,559 16,469 15,098

Income tax recognised in other comprehensive income and directly in equity 
During the year ended 31 December 2013 the Group recognised RUB 1,208 million of current income tax benefit relating to dis-
posal of UPC and BNSA and RUB 213 million of deferred tax liability relating to disposal of UPC directly in the additional paid-in 
capital (refer to note 18).

During the year ended 31 December 2013 deferred tax in the amount of RUB 9 million expense (year ended 31 December 2012: 
RUB 55 million benefit, year ended 31 December 2011: RUB 11 million benefit) attributable to remeasurement of post-employ-
ment benefit obligation was recognised in other comprehensive income.

Deferred tax assets and liabilities
Movements in deferred tax (assets) and liabilities for the years ended 31 December 2013, 2012 and 2011 were as follows:

1 January 
2013

Recognised 
in profit 
or loss

Balances disposed 
of on disposal of sub-

sidiaries

Other movements, 
including balances 

acquired on acquisi-
tion of subsidiaries

31 December
2013

Property, plant and equipment 34,564 512 (2,239) (90) 32,747

Investments in associate and joint venture 3,662 (4,004) - - (342)

Inventories (461) 2,043 32 - 1,614

1 January 
2013

Recognised 
in profit 
or loss

Balances disposed 
of on disposal of sub-

sidiaries

Other movements, 
including balances 

acquired on acquisi-
tion of subsidiaries

31 December
2013

Trade and other receivables 540 1,012 324 - 1,876

Decommissioning provision (1,115) (142) - - (1,257)

Provisions (73) 72 - 9 8

Trade and other payables 418 (1,664) 172 - (1,074)

Other 26 (112) 3 - (83)

Total 37,561 (2,283) (1,708) (81) 33,489

1 January 2013
Recognised 

in profit 
or loss

Balances disposed 
of on disposal of sub-

sidiaries

Other movements, 
including balances 

acquired on acquisi-
tion of subsidiaries

31 December
2012

Property, plant and equipment 29,796 983 3,698 87 34,564

Investments in associates and joint ven-
tures 3,294 368 - - 3,662

Inventories (442) (19) - - (461)

Trade and other receivables 1,165 (617) - (8) 540

Decommissioning provision (1,945) 830 - - (1,115)

Provisions (685) 667 - (55) (73)

Trade and other payables (673) 1,091 - - 418

Other (23) 49 - - 26

Total 30,487 3,352 3,698 24 37,561

1 January 
2011

Recognised 
in profit 
or loss

Balances disposed 
of on disposal of sub-

sidiaries

Other movements, 
including balances 

acquired on acquisi-
tion of subsidiaries

31 December
2011

Property, plant and equipment 32,225 2,288 (5,779) 1,062 29,796

Investments in associates and joint venture 2,817 439 38 - 3,294

Inventories 275 (780) 63 - (442)

Trade and other receivables 747 51 367 - 1,165

Decommissioning provision (1,449) (496) - - (1,945)

Provisions (449) (283) 58 (11) (685)

Trade and other payables (378) (295) - - (673)

Other (298) 118 157 - (23)

Total 33,490 1,042 (5,096) 1,051 30,487

At 31 December 2013 deferred tax assets in the amount of RUB nil (31 December 2012: RUB 225 million, 31 December 2011: 
RUB 240 million) have not been recognised in respect of deductible temporary differences because it is not probable that future 
taxable profit will be available against which the Group can utilise the benefits therefrom.



Consolidated IFRS financial account of Bashneft Group for 2013 Consolidated IFRS financial account of Bashneft Group for 2013

Millions of Russian roubles 184 Millions of Russian roubles185

AB
O

U
T 

TH
E 

C
O

M
PA

N
Y

AP
PE

N
D

IC
ES

O
P

ER
AT

IN
G

 R
ES

U
LT

S 
C

O
R

P
O

R
AT

E 
G

O
VE

R
N

AN
C

E 
IN

FO
R

M
AT

IO
N

 F
O

R
 

SH
AR

EH
O

LD
ER

S 
AN

D
 IN

VE
ST

O
R

S

11. PROPERTy, PLANT AND EQUIPMENT

Oil and gas 
properties Refining Marketing Electricity 

properties Total

COST

Balance at 1 january 2011 118,478 148,435 11,937 54,499 333,349

Acquisition of subsidiaries (refer to note 4) - - 7,350 - 7,350

Disposal of Bashkirenergo (refer to note 18) - - - (54,841) (54,841)

Contribution to joint venture in Bashneft-Polyus (refer 
to note 12) (20,384) - - - (20,384)

Other disposal of subsidiaries and structured entities (79) (91) - - (170)

Constructions and additions 34,595 9,416 410 342 44,763

Disposals (2,560) (762) (71) - (3,393)

Balance at 31 December 2011 130,050 156,998 19,626 - 306,674

Acquisition of subsidiaries 352 - 636 - 988

Transfer of Trebs and Titov oilfield license to Bashneft 
(refer to note 12) 18,490 - - - 18,490

Disposal of subsidiaries and structured entities (109) (10) - - (119)

Constructions and additions 15,546 14,419 710 - 30,675

Disposals (782) (1,870) (193) - (2,845)

Contribution to Finansoviy Alliance (refer to note 26) - (1,877) (207) - (2,084)

Balance at 31 December 2012 163,547 167,660 20,572 - 351,779

Acquisition of subsidiaries 207 - 336 - 543

Disposal of subsidiaries (refer to note 18) (9,136) (25,462) - - (34,598)

Constructions and additions 29,307 12,508 1,045 - 42,860

Disposals (2,702) (164) (982) - (3,848)

Balance at 31 December 2013 181,223 154,542 20,971 - 356,736

Accumulated depletion, depreciation and impairment

Balance at 1 january 2011 (11,201) (22,841) (1,363) (6,824) (42,229)

Disposal of Bashkirenergo (refer to note 18) - - - 7,958 7,958

Other disposal of subsidiaries and structured entities 29 59 - - 88

Charge for the year (6,981) (10,230) (790) (1,134) (19,135)

Disposals 101 205 11 - 317

Impairment reversals/(impairment) 120 20 (56) - 84

Balance at 31 December 2011 (17,932) (32,787) (2,198) - (52,917)

Oil and gas 
properties Refining Marketing Electricity 

properties Total

Disposal of subsidiaries and structured entities 37 4 - - 41

Charge for the year (7,811) (9,401) (1,205) - (18,417)

Disposals 102 501 31 - 634

Contribution to Finansoviy Alliance (refer to note 26) - 415 31 - 446

Impairment (1,144) (2,352) (921) - (4,417)

Balance at 31 December 2012 (26,748) (43,620) (4,262) - (74,630)

Disposal of subsidiaries 2,761 10,684 - - 13,445

Charge for the year (8,943) (9,699) (1,252) - (19,894)

Disposals 1,578 257 123 - 1,958

(Impairment)/impairment reversals (576) 267 63 - (246)

Balance at 31 December 2013 (31,928) (42,111) (5,328) - (79,367)

NET BOOK vALUE

At 1 january 2011 107,277 125,594 10,574 47,675 291,12

At 31 December 2011 112,118 124,211 17,428 - 253,757

At 31 December 2012 136,799 124,040 16,310 - 277,149

At 31 December 2013 149,295 112,431 15,643 - 277,369

At 31 December 2013, properties with a carrying amount of RUB nil (31 December 2012: RUB nil, 31 December 2011: RUB 6,142 
million) are pledged as security for the Group’s bank loans.

During 2012, as a result of  the unfavourable market conditions giving rise to a decrease in prices of certain petrochemical 
products, the Group carried out a review of the recoverable amount of certain assets which are used in the production of certain 
petrochemical products. This review led to the recognition of an impairment loss of RUB 2,094 million, which was recognised 
in the consolidated statement of profit or loss and other comprehensive income within other operating expenses, net. The re-
coverable amount of the assets was determined on the basis of their value in use. The discount rate used in measuring value 
in use was 15.0% per annum. No impairment assessment was performed in 2013 and 2011 for these assets as there was no in-
dication of impairment in either year.

During 2012 the Group performed an analysis of the recoverable amount of certain assets. As a result of this analysis an impair-
ment loss of RUB 2,323 million was recognised in the consolidated statement of profit or loss and other comprehensive income 
within other operating expenses, net.

Exploration and evaluation assets
Movements in the amount of capitalised exploration and evaluation assets, included in Oil and gas properties, are presented 
below:

Balance at 1 january 2011 17

Acquisition of exploration, evaluation and development rights 18,490

Capitalised expenditures 2

Reclassified to development assets (13)

Transferred as a contribution into joint-venture (refer to note 12) (18,490)
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Balance at 31 December 2011 6

Acquisition of exploration, evaluation and development rights 4,514

Capitalised expenditures 789

Reclassified to development assets (4)

Transfer of Trebs and Titov oilfield license to Bashneft (refer to note 12) 18,490

Balance at 31 December 2012 23,795

Acquisition of exploration, evaluation and development rights 1

Capitalised expenditures 11,879

Reclassified to development assets (23,705)

Acquisition of subsidiaries 207

Balance at 31 December 2013 12,177

In 2012, the Group won the auction for licences on yangareyskiy and Sabriyaginskiy subsoil blocks in the Nenets Autonomous 
District. Total cost of the licences acquired amounted RUB 4,514 million.

In August 2013 the Group started production at the Trebs field in the Nenets Autonomous District, and as a result part of explo-
ration and evaluation assets in the amount of RUB 23,705 million was reclassified to development assets.

During the year ended 31 December 2013 the Group recognised exploration and evaluation expenses in the amount of RUB 
3,401 million (year ended 31 December 2012: RUB 332 million, year ended 31 December 2011: RUB 467 million) within Produc-
tion and operating expenses. 

For the year ended 31 December 2013 payments for the acquisition of exploration and evaluation assets included in payments 
for acquisition of property, plant and equipment in the consolidated statement of cash flows amounted to RUB 4,712 million 
(year ended 31 December 2012: RUB 5,303 million, year ended 31 December 2011: RUB 301 million).

12.  INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

Year ended 
31 December 2013

Year ended 
31 December 2013

Year ended 
31 December 2013

Investments 
in associates

Investments 
in joint 

ventures

Investments 
in associates

Investments 
in joint 

ventures

Investments 
in associates

Investments 
in joint 

ventures

Balance at the beginning of the year 21,210 7,409 19,222 16,310 20,327 -

Acquisition of LLC Finansoviy Alliance (refer 
to note 26) - - - 1,620 - -

Unrealised gain on sale of property, plant and 
equipment to a LLC Finansoviy Alliance (refer 
to note 26)

- - - (343) - -

Group's share of gain eliminated on transaction 
with Bashneft-Polyus - 1,174 - - - -

Disposal of LLC Aspec - - - - (3,316) -

Year ended 
31 December 2013

Year ended 
31 December 2013

Year ended 
31 December 2013

Investments 
in associates

Investments 
in joint 

ventures

Investments 
in associates

Investments 
in joint 

ventures

Investments 
in associates

Investments 
in joint 

ventures

Impairment of OJSC Belkamneft (15,752) - - - - -

Disposal of OJSC Belkamneft to held for sale (6,469) - - - - -

Disposal of LLC Finansoviy Alliance (refer 
to note 26) - - - (1,429) - -

Establishment of Bashneft-Polyus, a joint ven-
ture with OJSC Lukoil - - - - - 10,970

Additional contributions to Bashneft-Polyus - 10,784 - 3,122 - 5,340

Decrease in the carrying amount of investment 
in joint venture due to the return of licence 
on Trebs and Titov deposit to Bashneft

- - - (9,522) - -

Share of profit/(loss) for the year 1,011 (519) 1,988 (2,349) 2,211 -

Balance at the end of the year - 18,848 21,210 7,409 19,222 16,310

Joint ventures
On 27 December 2011, the Group entered into an agreement with OJSC Lukoil in relation to the development of the Trebs and 
Titov deposit through by selling 25.1% of its shares in Bashneft-Polyus, a wholly owned subsidiary, for a cash consideration 
of RUB 4,768 million and entering a joint venture agreement. Although the Group has 74.9% interest in Bashneft-Polyus, this 
investment is classified as an investment in joint venture (refer to note 3). 

As a part of the establishment of the joint venture, the Group sold exploration and evaluation assets for a cash consideration 
of RUB 1,874 million to Bashneft-Polyus. No gain or  loss was recognised on  these transactions as  these assets were sold 
at their carrying values.

Also concurrent with the establishment of the joint venture the Group issued a loan to Bashneft-Polyus in the amount of RUB 
5,340 million at 8.25% per annum. This loan was classified as an additional contribution to the joint venture as, in substance, 
it formed part of the Group’s investment in Bashneft-Polyus.

As of the date of reclassification of the investment from subsidiary to equity-method investee the value of the interest retained 
by the Group approximated the fair value.

At the date on which the agreement was entered into and the 25.1% share ownership in Bashneft-Polyus was sold to OJSC 
Lukoil, the carrying amount of assets and liabilities in Bashneft-Polyus was as follows:

27 December 
2011

ASSETS

Exploration and evaluation assets 1,894

Trebs and Titov oilfield license 18,490

Trade and other accounts receivable 586

Cash and cash equivalents 3,435

24,405
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27 December 
2011

LIABILITIES

Deferred tax liabilities (3,698)

Borrowings (5,340)

Trade and other payables (721)

(9,759)

Net assets disposed of 14,646

The result from the sale of the ownership interest in Bashneft-Polyus is summarized in the following table:

27 December 
2011

Consideration received 4,768

Less: Carrying amount of the Group's 25.1% interest in the net assets (3,676)

Gain on sale of ownership interest 1,092

This gain was recognised in other operating expenses, net in the consolidated statement of profit or loss and other compre-
hensive income. The Group recognised income tax expense in the amount of RUB 951 million associated with this transaction.

The following table reconciles the carrying value of Bashneft-Polyus prior to disposal and the carrying value of the retained 
investment in the entity recorded under the equity method:

27 December 
2011

Carrying value of the net assets disposed of 14,646

Less: carrying amount of the Group's 25.1% interest in the net assets disposed (3,676)

The carrying value of equity investment 10,970

In 2012 the Group issued additional loan to Bashneft-Polyus in the amount of RUB 3,122 million. This loan was treated as ad-
ditional contribution to the joint venture as, in substance, formed part of the Group’s net investment in Bashneft-Polyus. Also 
in the 4th quarter 2012 the interest rate for the loan was changed to 8.0% per annum.

On 18 May 2012 as a result of the Federal Agency for Subsoil Use order Trebs and Titov oilfield license was transferred to the 
Company. As a result of that the license with carrying value of RUB 18,490 million was recognised at Bashneft with the corre-
sponding decrease in investment in Bashneft-Polyus. Cash consideration in the amount of RUB 4,768 million paid to the Group 
by OJSC Lukoil for 25.1% shares of Bashneft-Polyus was recognised in other non-current liabilities as a contingent liability 
with an uncertain date of set off until the Group and OJSC Lukoil can negotiate a settlement for the joint venture operation and 
exploitation of the license.

During the year ended 31 December 2013 the Group issued loans to Bashneft-Polyus in  the amount of RUB 10,035 million 
at 8.0% per annum. These loans were presented as an additional contribution to the joint venture as, in substance, they formed 
part of the Group’s investment in Bashneft-Polyus. During the year ended 31 December 2013 the Group and OJSC Lukoil also 
made a decision to make an additional investment in Bashneft-Polyus in the amount of RUB 1,000 million in the proportion 
of their interests, the payment for which remained outstanding at 31 December 2013.

At 31 December 2013 the Group’s share in capital commitments of the joint venture was RUB 1,338 million (31 December 2012: 
RUB 950 million; 31 December 2011: RUB 470 million).

The summarised financial information below represents amounts shown in  the Bashneft-Polyus’ financial statements pre-
pared in accordance with IFRSs (adjusted by the Group for equity accounting purposes).

31 December 
2013

31 December 
2012

31 December 
2011

Non-current assets 2,868 2,467 22,289

Current assets 24,887 8,181 2,029

Non-current liabilities (24,702) (11,345) (9,049)

Current liabilities (4,675) (2,800) (623)

The above amounts of assets and liabilities include the following:

Cash and cash equivalents 9 - 44

Current financial liabilities (excluding trade and other payables and provi-
sions) (154) - -

Non-current financial liabilities (excluding trade and other payables and 
provisions) (24,702) (11,345) (5,351)

Year ended 
31 December 2013

Year ended 
31 December 2012

Total revenues 15,677 2,711

Total profit/(loss) for the year 877 (3,340)

Total comprehensive income/(loss) for the year 877 (3,340)

The above profit/(loss) for the year include the following:

Depletion and depreciation (208) (7)

Interest expense - (690)

Interest income 1 2

Income tax expense - (30)

During the year ended 31 December 2013 interest expense in the amount of RUB 1,302 million was capitalised into the cost 
of qualifying assets within property, plant and equipment (year ended 31 December 2012: RUB nil; year ended 31 December 
2011: RUB nil).
 
Reconciliation of the above summarised financial information to the carrying amount of the interest in the joint venture recog-
nised in the consolidated financial statements:

31 December 
2013

31 December 
2012

31 December 
2011

Net (liabilities)/assets of the joint venture (1,622) (3,497) 14,646

Proportion of the Group’s ownership interest in the joint venture 74.9% 74.9% 74.9%

(1,215) (2,619) 10,970

Adjustments:

Loans issued to Bashneft-Polyus 18,497 8,462 5,340

Effect of return of licence on Trebs and Titov deposit to Bashneft 1,566 1,566 -

Carrying amount of the Group’s interest in the joint venture 18,848 7,409 16,310
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Associates

OjSC Belkamneft
The Group held 38.5% interest in OJSC Belkamneft (“Belkamneft”), a company engaged in the production of crude oil. On 10 
July 2013, the Company’s Board of  Directors approved a  plan to  dispose of  its investment in  Belkamneft. Accordingly, the 
Group’s investment in Belkamneft was classified as an asset held for sale in accordance with IFRS 5. As a result, the carrying 
amount of the Group’s investment in Belkamneft of RUB 22,221 million has been adjusted to fair value less estimated cost 
to sell of RUB 6,469 million, with the difference between the carrying amount and fair value less cost to sell recognised as Im-
pairment of investment in associate. The impairment is mainly the result of changes in the ownership structure of controlling 
shareholder of Belkamneft that decreased the Company’s ability to exercise significant influence over Belkamneft. The sale 
of the Group’s investment in Belkamneft was completed on 30 September 2013 for a consideration of RUB 6,469 million.

The following is a summary of the financial information of Belkamneft: 

31 December 
2012

31 December 
2011

Non-current assets 52,390 54,781

Current assets 33,822 27,447

Non-current liabilities (9,453) (10,210)

Current liabilities (3,709) (4,133)

Period ended 
10 July 

2013

Year ended 
31 December 

2012

Year ended 
31 December 

2011

Total revenue 11,543 23,023 22,736

Profit and total comprehensive income 2,639 5,191 5,615

Group’s share of profit of Belkamneft 1,011 1,988 2,162

Reconciliation of the above summarised financial information to the carrying amount of the interest in Belkamneft recognised 
in the consolidated financial statements:

31 December 
2012

31 December 
2011

Net assets of the associate 73,050 67,885

Proportion of the Group’s ownership interest in Belkamneft 38.5% 38.5%

28,124 26,136

Fair value adjustment on the date of obtaining significant influence (6,914) (6,914)

Carrying amount of the Group’s interest in Belkamneft 21,210 19,222

LLC Aspec
The Group held a 49.99% interest in LLC Aspec. LLC Aspec was engaged in wholesale and retail of oil products, real estate de-
velopment and also owns an automotive retail business. On 1 July 2011, as a part of reorganisation of Aspec Group, the Group 
swapped its 49.99% interest in LLC Aspec for a 100% interest in BN-Nefteproduct (refer to note 4). 

The following is a summary of the financial information of Aspec. 

Period ended 
10 July 

2011

Revenue 19,046

Profit and total comprehensive income 98

13. FINANCIAL ASSETS

31 December 
2013

31 December 
2012

31 December 
2011

NON-CURRENT INVESTMENTS

Loans given, at amortised cost 3,506 20,912 4,978

Available-for-sale investment in Ufaorgsintez held at fair value 423 - -

Derivative financial instruments 90 - -

Available-for-sale investments in BESK held at cost - 7,406 -

Deposits - 1,000 3

Total 4,019 29,318 4,981

CURRENT INVESTMENTS

Loans given, at amortised cost 5,020 14,491 21,504

Deposits 46 4,136 129

Investments in Bashkirenergo held for sale - - 12,812

Other financial assets - 8 101

Total 5,066 18,635 34,546

Loans given, at amortised cost
At 31 December 2013 and 2012, non-current loans given at amortised cost included loans given and promissory notes with 
interest rates varying from 5.0% to 5.40% per annum and from 5.0% to 7.75% per annum, respectively.

At 31 December 2013, current loans given at amortised cost represent corporate bonds which are not quoted in an active mar-
ket with interest rate at 6.0% per annum, and loans given and promissory notes with interest rates varying from 2.5% to 8.5% 
per annum. At 31 December 2012, current loans given at amortised cost included promissory notes and loans given with inter-
est rates varying from 2.5% to 8.5% (31 December 2011: 3.5% to 8.3%) per annum and interest free promissory notes of OJSC 
INTER RAO UES (“INTER RAO”) held by Sistema-invest.

Held for sale and available-for-sale investments
The held for sale investment at 31 December 2011 represents the Group’s investment in Bashkirenergo, recognised by looking-
through the non-substantive entity Sistema-invest in order to pick up the Group’s share of that entity’s assets/liabilities. The 
held for sale investment was stated at the lower of fair value less cost to sell and carrying value at 31 December 2011. 

In 2012, Bashkirenergo was reorganised and split into two entities: OJSC Bashenergoactiv (“Bashenergoactiv”), representing 
the power generation part of the business, and BESK, representing the power grid part of the business. Sistema-invest sold the 
investment in Bashenergoactiv to a third party, INTER RAO, and increased its stake in BESK. The Group therefore also retained 
an investment in BESK through its interest in Sistema-invest. The Group recognises this investment as an available-for-sale 
investment, despite its 45.7% effective ownership interest, on the basis that it has no influence over the entity, with all control 
and influence pertaining wholly to Sistema (refer to note 3). This available-for-sale investment is carried at cost, as a reliable 
fair value cannot be determined for the investment.
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As described in note 18, the Group sold its 98% interest in UPC to Sistema on 17 September 2013. The Group’s residual share 
in Ufaorgsintez (10.64% effectively held through Sistema-invest and 5.33% held through a wholly owned subsidiary of the Group) 
was classified as an available-for-sale investment. On 31 December 2013 the Group reclassified all assets and liabilities held 
through Sistema-Invest to assets held for sale (refer to note 17). As a result of this available-for-sale investments at 31 Decem-
ber 2013 are represent only a 5.33% interest in Ufaorgsintez held through a wholly owned subsidiary of the Group.

Deposits
At 31 December 2013, current deposits represent bank deposits which bear interest at rates varying from 7.35% to 8.30% (31 
December 2012: 6.75% to 8.7%, 31 December 2011: 3.0% to 8.75%) per annum. 

14. INVENTORIES

31 December 
2013

31 December 
2012

31 December 
2011

INVENTORIES EXPECTED TO BE RECOVERED AFTER TWELVE MONTHS

Catalytic agents 3,022 2,351 2,006

Total 3,022 2,351 2,006

INVENTORIES EXPECTED TO BE RECOVERED IN THE NEXT TWELVE 
MONTHS

Petroleum products 13,228 12,938 14,646

Crude oil 988 512 502

Raw materials and other inventories 7,898 11,487 9,771

Less: allowance for obsolete and slow-moving items (664) (1,098) (846)

Total 21,450 23,839 24,073

The cost of  inventories (excluding crude oil) recognised as an expense during the year ended 31 December 2013 amounted 
to RUB 7,496 million (year ended 31 December 2012: RUB 8,127 million, year ended 31 December 2011: RUB 7,111 million). 

At 31 December 2013, 2012 and 2011, none of the Group’s inventories were stated at net realisable value.

15. TRADE AND OTHER RECEIVABLES

31 December 
2013

31 December 
2012

31 December 
2011

Trade receivables 21,393 19,772 16,260

Other receivables 7,834 10,603 2,242

Total 29,227 30,375 18,502

Less: allowance for doubtful receivables (1,910) (2,009) (2,104)

Total 27,317 28,366 16,398

The average credit period allowed by the Group to its customers on sales of crude oil and petrochemicals is 5-10 days. No in-
terest was charged on the outstanding trade receivables during the years ended 31 December 2013, 2012 and 2011, neverthe-

less, penalties for late payment are prescribed by certain sales agreements. Before accepting any new customer, the Group 
uses an internal credit system to assess the potential customer’s credit quality and defines credit limits separately for each 
individual customer. At 31 December 2013, the Group’s five largest customers represent 72.1% (31 December 2012: 75.3%, 31 
December 2011: 71.3%) of the outstanding trade receivables balance. Creditworthiness of the existing customers is also peri-
odically evaluated based on internal and external information regarding the history of settlements with these customers. The 
Group regularly analyses accounts receivable turnover ratios, maturity dates and takes appropriate measures on collection 
of debts due.

Allowances for doubtful receivables are recognised against past due trade and other receivables, based on estimated irrecover-
able amounts, determined by reference to past experience. Such allowances are regularly reassessed based on the facts and 
circumstances existing at each reporting date.

Ageing of trade and other receivables was as follows:

31 December 
2013

31 December 
2012

31 December 
2011

Gross Impairment 
provision Gross Impairment 

provision Gross Impairment 
provision

Not past due 26,375 - 27,317 - 14,705 -

Past due up to 30 days 24 (20) 69 (2) 447 (5)

Past due from 31 to 90 days 215 (13) 465 (10) 735 (24)

Past due from 91 to 180 days 461 (59) 202 (20) 274 (12)

Past due from 181 to 365 days 523 (189) 262 (48) 276 (123)

Past due over 365 days 1,629 (1,629) 2,060 (1,929) 2,065 (1,940)

Total 29,227 (1,910) 30,375 (2,009) 18,502 (2,104)

Movement in the allowance for doubtful receivables in respect of trade and other receivables was as follows:

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Balance at the beginning of the year 2,009 2,104 2,852

Provided during the year 236 202 1,161

Disposed on disposal of subsidiaries and structured entities (160) (1) (1,067)

Amounts written-off as uncollectable (175) (296) (842)

Balance at the end of the year 1,910 2,009 2,104

There is a specific allowance against trade and other receivables of RUB 1,296 million (31 December 2012: RUB 1,290 million, 
31 December 2011: RUB 1,331 million) in respect of entities undergoing a liquidation process or that have been placed into 
bankruptcy, and this allowance is included in the allowance for doubtful receivables. The allowance represents the difference 
between the carrying amount of these receivables and the present value of expected proceeds on liquidation/bankruptcy. The 
Group did not hold collateral in respect of these balances.
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16. CASH AND CASH EQUIVALENTS

31 December 
2013

31 December 
2012

31 December 
2011

Call deposits and highly liquid investments 10,425 11,320 15,195

Bank balances 5,970 8,784 13,159

Total 16,395 20,104 28,354

At 31 December 2013, call deposits mostly represent overnight bank deposits which are denominated in RUB with annual inter-
est rates varying from 4.0% to 6.85% (31 December 2012: 2.0% to 7.1%, 31 December 2011: 0.1% to 8.3%) per annum and in USD 
with annual interest rates varying from 0.05% to 0.06% (31 December 2012: 0.07% to 1.0%) per annum. Maturity dates for these 
deposits are within 3 months from the date they originated.

At 31 December 2012, highly liquid investments represent interest free promissory notes of INTER RAO of RUB 1,717 million 
which are denominated in RUB, held by Sistema-invest. Maturity dates for these promissory notes are within 3 months from 
the date they originated.

As part of its cash and credit risk management function, the Group regularly evaluates the creditworthiness of financial and 
banking institutions where it deposits cash and cash equivalents. Banking relationships are with large Russian banks with 
external credit ratings of at least B+.

17. ASSETS CLASSIFIED AS HELD FOR SALE
On 17 December 2013, the Board of the Company approved a reorganisation programme involving the consolidation of LLC 
Bashneft-Invest (“Bashneft-invest”) (see below) with Bashneft and made a decision to call an Extraordinary General Share-
holders’ Meeting of the Company (“EGM”) on 3 February 2014, which is required to approve the reorganisation. Bashneft-invest 
will be created as a wholly owned subsidiary of the Company through a spinoff from Sistema-invest following approval at the 
EGM. On the date of the spinoff Bashneft-invest will obtain 38,139,925 ordinary shares of the Company previously held by Siste-
ma-invest and will assume the liabilities that exist under the loan payable by Sistema-invest to the Company. As a result of the 
reorganisation the Company will no longer own any shares in Sistema-invest. 

The reorganisation of the Company is expected to be completed by 1 July 2014, provided that necessary approvals are obtained 
from regulatory bodies. As such, for the current year end, all assets and liabilities previously recognised by Bashneft using the 
look through treatment (refer to note 3) were classified as held for sale. The Group has not recognised any impairment losses 
at the date the assets and liabilities were classified as held for sale or at 31 December 2013. 

The major classes of assets and liabilities reclassified as held for sale at 31 December 2013 are as follows:

31 December 
2013

ASSETS

Financial assets 37,312

Trade and other receivables 1,146

Cash and cash equivalents 504

Total assets classified as held for sale 38,962

LIABILITIES

Borrowings 612

Trade and other payables 45

Deferred tax liabilities 213

Other taxes payable 13

Total liabilities directly associated with assets classified as held for sale 883

18. DISPOSAL OF SUBSIDIARIES AND DISCONTINUED OPERATIONS
Disposal of subsidiaries

Disposal of OjSC United Petrochemical Company
On 17 September 2013 the Group sold its 98% interest in UPC to Sistema for cash consideration of RUB 6,200 million. UPC is the 
holding company of the petrochemical assets of the Group, including Ufaorgsintez. The Group recognised a loss on sale of RUB 
5,749 million, net of related income taxes in the amount of RUB 564 million, within additional paid-in capital in the consolidated 
statement of changes in equity being the result of a transaction with the Group’s controlling shareholder. The Group’s residual 
share in Ufaorgsintez (10.64% effectively held through Sistema-invest and 5.33% held through wholly owned subsidiary of the 
Group) was classified as available-for-sale investment (refer to note 13). RUB 882 million of the loss recognised is attributable 
to the recognition of the residual investment at its fair value. The result of transaction is set out below:

17 September 
2013

CURRENT ASSETS

Cash and cash equivalents 4,509

Trade and other receivables 703

Advances to suppliers and prepaid expenses 207

Taxes receivable 542

Inventories 1,771

Financial assets 2,296

NON-CURRENT ASSETS

Property, plant and equipment 13,651

Advances paid for acquisition of property, plant and equipment 58

Other non-current assets 145

CURRENT LIABILITIES

Trade and other payables (2,099)

Advances received (360)

Taxes payable (235)

Other current liabilities (17)

NON-CURRENT LIABILITIES

Deferred tax liabilities (1,568)

Other non-current liabilities (91)

Net assets disposed of 19,512

Non-controlling interests (5,004)

14,508

Fair value of the Group’s 15.97% residual interest in Ufaorgsintez 1,995

Deferred tax liability recognised in respect of adjustment to fair value of residual interest in Ufaorgsintez (213)

Income tax benefit recognised on disposal of UPC 777

Consideration receivable on disposal of UPC 6,200

Loss on disposal of UPC 5,749
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Disposal of LLC Bashneft-Service Assets
On 30 September 2013 the Group sold its 100% interest in BNSA to Sistema for cash consideration of RUB 4,100 million. BNSA 
is the oilfield service holding company which comprised 11 oilfield service companies. These companies provide services re-
lated to drilling, current and major workover of wells, the manufacture of oilfield and mechanical equipment, transport and 
construction. The Group recognised a loss on sale of RUB 4,706 million, net of related income taxes in the amount of RUB 431 
million, within additional paid-in capital in the consolidated statement of changes in equity, being the result of a transaction 
with the Group’s controlling shareholder. The result of transaction is set out below:

30 September 
2013

CURRENT ASSETS

Cash and cash equivalents 1,125

Trade and other receivables 6,115

Advances to suppliers and prepaid expenses 70

Taxes receivable 106

Inventories 1,265

NON-CURRENT ASSETS

Property, plant and equipment 7,502

Other non-current assets 2

CURRENT LIABILITIES

Trade and other payables (5,451)

Advances received (12)

Taxes payable (735)

Other current liabilities (49)

NON-CURRENT LIABILITIES

Deferred tax liabilities (338)

Other non-current liabilities (363)

NET ASSETS DISPOSED OF 9,237

Income tax benefit recognised on disposal of BNSA 431

Consideration received on disposal of BNSA 4,100

Loss on disposal of BNSA 4,706

Discontinued operations

Disposal of Bashkirenergo
On 5 May 2011 Bashneft, Ufaneftekhim, Novoil and Ufimsky refinery plant exchanged their 48.22% stake in Bashkirenergo for 
a 28.49% stake in Sistema-invest (refer to note 4). As a result of this transaction, the ability to exercise control over Bashkiren-
ergo was transferred to Sistema, controlling shareholder of Sistema-invest, and the Group ceased to consolidate Bashkiren-
ergo from that date. The Group’s share in Sistema-invest’s investment in Bashkirenergo was classified as an investment held 
for sale. See Note 13 for further discussion.

The results of operations and net cash flows of Bashkirenergo are set out below:

Period ended 
5 May 2011

Revenue 30,356

Production and operating expenses (22,837)

Depreciation (1,177)

Selling, general and administrative expenses (921)

Taxes other than income tax (837)

Other operating expenses, net (173)

Operating profit 4,411

Finance costs (28)

Profit before income tax 4,383

Income tax (837)

Profit for the period from discontinued operations 3,546

Attributable to:

Owners of the Company 1,254

Non-controlling interests 2,292

NET CASH FLOWS FOR THE PERIOD FROM DISCONTINUED OPERATIONS

Net cash generated from operating activities 1,399

Net cash used in investing activities (996)

Net cash used in financing activities (100)

Total 303
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At the date of disposal, assets and liabilities of Bashkirenergo were as follows:

5 May 2011

CURRENT ASSETS

Cash and cash equivalents 885

Trade and other receivables 6,216

Advances to suppliers and prepaid expenses 419

Other taxes receivable 2,139

Inventories 1,349

Other current assets 164

NON-CURRENT ASSETS

Property, plant and equipment 46,883

Advances paid for acquisition of property, plant and equipment 3,926

Other non-current assets 270

CURRENT LIABILITIES

Trade and other payables (2,849)

Advances received (1,369)

Other taxes payable (2,045)

Other current liabilities (292)

NON-CURRENT LIABILITIES

Deferred tax liabilities (1,407)

Other non-current liabilities (896)

Net assets disposed of 53,393

Result of the disposal of Bashkirenergo

5 May 2011

Net assets disposed of (53,393)

Non-controlling interest 34,663

(18,730)

Increase in proportionate share of interest in Treasury shares 5,797

Increase in proportionate share of interest in Company’s subsidiaries 6,399

Increase in proportionate share of interest in other assets and liabilities of Sistema-invest (5,156)

Lower of fair value less cost to sell and cost of the Group’s 23.62% interest in Bashkirenergo held through Sistema-invest 12,812

Gain on disposal of Bashkirenergo attributable to the Excess of Group’s increase in share of interest in Company’s subsid-
iaries acquired over consideration paid, recognised in Retained earnings 1,122

Net cash outflow on disposal of subsidiary (885)

The result of continuing operations’ transactions with Bashkirenergo is set out below:

Period ended 
5 May 2011

Revenue 374

Production and operating expenses (4,987)

Other operating expenses, net (272)

19. SHARE CAPITAL
Authorised, issued and fully paid share capital

31 December 
2013

31 December 
2012

31 December 
2011

188,710,587 (31 December 2011: 170,169,754) 
ordinary shares with a par value of RUB 1.00 2,076 2,076 1,871

38,673,878 (31 December 2011: 34,622,686) 
preferred shares with a par value of RUB 1.00 425 425 381

Total 2,501 2,501 2,252

As a result of the Group reorganisation on 1 October 2012 (refer to note 4) the outstanding shares of merged subsidiaries were 
converted into newly-issued shares: 18,540,833 ordinary shares and 4,051,192 preferred shares.

Treasury shares
In May-June 2012 the Group acquired treasury shares in the amount of RUB 11,070 million as a result of the obligatory buy-
back of shares of the Company and subsidiaries participated in the Group reorganization (refer to note 4).

In October-November 2012 Bashneft Middle East Limited, a subsidiary of Bashneft, acquired 2,596,805 ordinary shares and 
133,640 preferred shares of the Company for RUB 4,627 million. 
As a result of this transaction the corresponding amount of treasury shares was recognised. 
 
In November 2012 Bashneft sold to Sistema 2,131,226 preferred shares for RUB 2,617 million. 
As a result of this transaction a loss in the amount of RUB 360 million was recognised within additional paid-in capital in con-
solidated statement of changes in equity.

At 31 December 2013 the number of treasury shares was 36,647,659 shares (31 December 2012: 36,647,659 shares, 31 Decem-
ber 2011: 21,179,317 shares), including 28,354,604 shares held by Sistema-invest attributable to the Group (31 December 2012: 
28,354,604 shares, 31 December 2011: 21,179,317 shares). 

Dividends and retained earnings
The holders of the Company’s ordinary shares are entitled to one vote per share at shareholders’ meetings and a right to divi-
dends, as declared periodically.

The holders of the Company’s preferred shares receive a non-cumulative dividend at the Company’s discretion or whenever 
dividends to ordinary shareholders are declared. They do not have the right to vote at shareholders’ meetings if dividends are 
declared but, similar to ordinary shareholders’ rights, have the right to one vote per share if dividends are not declared.

Ordinary and preferred shares rank equally with regard to the Company’s residual assets in the event of liquidation.

On 29 June 2011, the Company declared a dividend of RUB 131.27 per share amounting to RUB 26,883 million out of which RUB 
259 million remained unpaid at 31 December 2011.

On 29 June 2012, the Company declared a dividend of RUB 99 per share amounting to RUB 20,274 million out of which RUB 224 
million remained unpaid at 31 December 2012.

On 27 June 2013, the Company declared a dividend of RUB 24 per ordinary and preferred share amounting to RUB 5,324 million. 
A part of the dividend declared was attributable to the companies of the Group.

On 17 December 2013, the Company declared a dividend of RUB 199 per ordinary and preferred share amounting to RUB 45,250 
million. At 31 December 2013 dividends payable equalled RUB 275 million. A part of the dividend declared was attributable 
to the companies of the Group.

The IFRS consolidated financial statements of the Group are the basis for determining profit distribution and other appropria-
tions.

Earnings per share
Earnings per share (“EPS”) is calculated by dividing profit for the year attributable to ordinary shares of the Company by the 
weighted average number of ordinary shares outstanding during the year adjusted for shares purchased by the Group and held 
as treasury shares. Profit for the year attributable to owners of the Company is allocated between the Company’s ordinary and 
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preferred shares at a ratio of 1:1 in accordance with their participation rights as described in the Company’s charter. Reciprocal 
interests relating to Sistema-invest’s ownership in the Group are deducted from the total outstanding shares in computing the 
weighted average number of outstanding ordinary shares.

Basic and diluted earnings per share are calculated as follows:

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

(millions of roubles, except per share data)

Basic and diluted weighted average number 
of ordinary shares outstanding 157,085,505 151,224,401 152,275,527

Basic and diluted weighted average number 
of preferred shares outstanding 33,651,301 32,188,317 34,622,686

Basic and diluted weighted average number of shares outstanding 190,736,806 183,412,718 186,898,213

Profit for the year attributable to holders of ordinary shares of the Com-
pany 38,024 43,114 39,623

Profit for the year attributable to holders of preferred shares of the 
Company 8,146 9,177 9,009

Profit for the year from continuing operations attributable to owners 
of the Company 46,170 52,291 48,632

Profit for the year attributable to holders of ordinary shares of the Com-
pany - - 1,022

Profit for the year attributable to holders of preferred shares of the 
Company - - 232

Profit for the year from discontinued operations attributable to owners 
of the Company - - 1,254

Basic and diluted earnings per share (Russian roubles per share):

From continuing and discontinued operations 242.06 285.10 266.92

From continuing operations 242.06 285.10 260.21

20. BORROWINGS

31 December 2013 31 December 2012 31 December 2011

Rate, % Out-standing 
balance Rate, % Out-standing 

balance Rate, % Out-standing 
balance

NON-CURRENT LIABILITIES

Unsecured non-convertible bonds issued 
in February 2013 8.65%-8.85% 29,960 - - - -

Unsecured fixed interest rate borrowings 8.35%-8.85% 19,984 8.9%-9.53% 59,928 7.75%-8.95% 77,364

Secured floating rate borrowings Libor 1M+ 
1.70% 13,697 Libor 1M + 

1.55% 3,022 Libor 1M + 
1.55% 7,989

Unsecured non-convertible bonds issued 
in February 2012 9.0% 9,992 9.0% 9,985 - -

Unsecured non-convertible bonds issued in De-
cember 2009 8.35% 5,269 8.35% 5,266 - -

Unsecured non-convertible bonds issued in De-
cember 2011 - - - - 9.35% 9,980

Secured fixed interest rate borrowings - - - - 8.0% 121

Total 78,902 78,201 95,454

CURRENT LIABILITIES

Current portion of secured floating rate bor-
rowings

 Libor 1M+ 
1.55%-1.70% 8,904 Libor 1M + 

1.55% 4,534 Libor 1M + 
1.55% 1,610

Unsecured non-convertible bonds issued in De-
cember 2011 0.10% 3,010 9.35% 9,990 - -

Current portion of unsecured fixed interest rate 
borrowings - - 7.75% 17,483 - -

Unsecured non-convertible bonds issued in De-
cember 2009 - - - - 12.5% 11,454

Current portion of secured fixed interest rate 
borrowings - - - - 8.0% 468

Total 11,914 32,007 13,532

Unsecured non-convertible bonds
On 22 December 2009, the Group issued 50,000,000 non-convertible RUB-denominated bonds at a par value of RUB 1,000. The 
bonds had a coupon rate of 12.5% from issuance date to 21 December 2012 per annum, payable semi-annually. In October 2011, 
the Group filed a voluntary buy-back offer, as a result of which 38,496,306 bonds were bought back at par value of RUB 1,050. 
The excess of the purchase price over the par value of bonds in the amount of RUB 1,925 million was recognised in the con-
solidated statement of profit or loss and other comprehensive income in finance costs. In December 2012, the Group exercised 
a mandatory buy-back from bondholders willing to redeem the bonds at par value, as a result of which 6,220,765 bonds were 
bought back at par value and a new maturity date of December 2016 was established for the remaining bonds. The coupon rate 
was set at 8.35%.

In December 2011, the Group issued 10,000,000 non-convertible RUB-denominated bonds at a par value of RUB 1,000 and 
a maturity date in December 2014. The bonds have a coupon rate of 9.35% from issuance date to 6 December 2013 per annum, 
payable semi-annually. In December 2013, the Group exercised a mandatory buy-back from bondholders willing to redeem the 
bonds at par value, as a result of which 6,984,097 bonds were bought back at par value and a new maturity date of December 
2014 was established for the remaining bonds, and the coupon rate was set at 0.1%.

In February 2012, the Group issued 10,000,000 non-convertible RUB-denominated bonds at a par value of RUB 1,000 and a ma-
turity date in February 2022. The bonds have a coupon rate of 9.00% from issuance date to February 2015 per annum payable 
semi-annually. Subsequent coupon rates are to be determined in February 2015 at which point bondholders have the right 
to redeem the bonds at par value.
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In February 2013, the Group issued 10,000,000 non-convertible RUB-denominated bonds (Series 06), 10,000,000 non-convert-
ible RUB-denominated bonds (Series 07), 5,000,000 non-convertible RUB-denominated bonds (Series 08) and 5,000,000 non-
convertible RUB-denominated bonds (Series 09) at par value of RUB 1,000 maturing in 2023. The Series 06 and 08 bonds have 
a coupon rate of 8.65% per annum and subsequent coupon rates are to be determined in February 2018. The Series 07 and 09 
bonds have a coupon rate of 8.85% per annum and subsequent coupon rates are to be determined in February 2020. When new 
coupon rates are determined bondholders have the right to redeem the bonds at par value.

Secured borrowings

In August 2011, the Group entered into a pre-export finance term loan facility agreement with a group of international banks 
allowing borrowings of US Dollar 300 million. The facility has a three-year maturity and is to be repaid in equal monthly instal-
ments after a one-year grace period. The facility is secured with future revenue from the export of petroleum products for the 
duration of the facility. The interest rate is USD Libor 1M +1.55%.

In May 2013, the Group entered into a pre-export finance term loan facility agreement with a group of international banks allow-
ing borrowings of US Dollar 600 million. The facility has a three-year maturity and is to be repaid in equal monthly instalments 
after a one-year grace period. The facility is secured with future revenue from the export of petroleum products for the duration 
of the facility. The interest rate is USD Libor 1M +1.70%. 

At 31 December 2011, secured fixed interest rate borrowings were denominated in RUB and repayable in 2012. The borrowings 
were secured by pledged property, plant and equipment. Loans were paid in full in 2012.

Unsecured borrowings
At 31 December 2013, unsecured fixed interest rate borrowings are denominated in RUB and 
were obtained from a variety of lenders. The borrowings mature from 2016 through 2019 (31 December 2012: denominated 
in RUB with maturity from 2013 to 2018, 31 December 2011: denominated in RUB and USD with maturity from 2013 to 2018).

21. DECOMMISSIONING PROVISION

Balance at 1 january 2011 7,052

Unwinding of discount 873

New obligations 38

Changes in estimates of existing obligations 1,980

Property dispositions (436)

Balance at 31 December 2011 9,507

Unwinding of discount 902

New obligations 14

Changes in estimates of existing obligations (2,643)

Property dispositions (93)

Balance at 31 December 2012 7,687

Unwinding of discount 726

New obligations 250

Changes in estimates of existing obligations (1,255)

Property dispositions (666)

Balance at 31 December 2013 6,742

Current and non-current portions of decommissioning provision are as follows:

31 December 
2013

31 December 
2012

31 December 
2011

Current portion (included in Provisions) 597 604 -

Non-current portion 6,145 7,083 9,507

Total decommissioning provision 6,742 7,687 9,507

The Group’s decommissioning provision relates primarily to the conservation and liquidation of wells, pipelines and other oil 
and gas facilities and site restoration. Key assumptions used in the computation of the decommissioning provision were as fol-
lows:
 

31 December 
2013

31 December 
2012

31 December 
2011

Discount rate 9.93% 10.29% 9.49%

Inflation rate 1.62%-5.35% 2.02%-7.42% 2.55%-10.09%

The Group has estimated the costs to be incurred using the cost of technology and materials that are currently available at each 
reporting date.

22. OTHER NON-CURRENT LIABILITIES

31 December 
2013

31 December 
2012

31 December 
2011

Constructive obligation to OJSC Lukoil (refer to note 12) 4,768 4,768 -

Defined benefit obligation 1,216 899 471

Non-current portion of phantom share plan - - 292

Other non-current liabilities 180 264 -

Total 6,164 5,931 763

Defined benefit plans
The Group operates a number of unfunded defined benefit plans for its employees. In accordance with these plans, the em-
ployees are entitled to certain benefits in accordance with the terms of collective agreements (such as retirement bonus, an-
niversary bonus, reimbursement of funeral costs). 

Phantom share plan
In 2013, the Company granted share appreciation rights to key management personnel of the Group. 
In accordance with the terms of the plan, the eligible employees are entitled to a cash payment during 2014 based on a number 
of vested phantom shares, the value of which is to be determined by an independent appraiser at the vesting date. 

Prior to this, the Group also had a phantom shares plan which was effective during the period from 2010 to 2012. Liabilities 
under the phantom share plans were as follows:
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Prior to this, the Group also had a phantom shares plan which was effective during the period from 2010 to 2012. Liabilities 
under the phantom share plans were as follows:

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Balance at the beginning of the year 1,128 904 395

Granted during the year (refer to note 7) 1,166 1,091 689

Paid during the year (1,405) (689) (180)

Forfeited during the year (168) (178) -

Balance at the end of the year 721 1,128 904

Current and non-current portions of liability under phantom share plans are as follows:

31 December 
2013

31 December 
2012

31 December 
2011

Current portion (refer to note 23) 721 1,128 612

Non-current portion - - 292

Total 721 1,128 904

23. TRADE AND OTHER PAyABLES

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

FINANCIAL LIABILITIES

Trade payables and other payables 45,129 22,441 17,966

Interest payable 1,392 516 193

Total 46,521 22,957 18,159

NON-FINANCIAL LIABILITIES

Salary payable and accrued vacation liabilities 3,130 4,857 4,612

Current portion of phantom share plan (refer to note 22) 721 1,128 612

Total 3,851 5,985 5,224

Total trade and other payables 50,372 28,942 23,383

The average credit period on purchase of the majority of inventories and services consumed is 43 days (31 December 2012: 38 
days, 31 December 2011: 36 days). No interest is charged on the outstanding balance of trade and other payables during this 
period. 

24. TAXES 

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

OTHER TAxES RECEIvABLE

VAT recoverable 11,867 9,851 11,903

Custom duties prepaid 12,511 11,866 11,197

Other taxes receivable 1,612 817 5,411

Total 25,990 22,534 28,511

OTHER TAxES PAYABLE

VAT payable 1,561 1,955 3,680

Mineral extraction tax 5,455 4,770 4,735

Excise tax 2,105 1,995 4,671

Other taxes payable 1,219 1,665 1,906

Total 10,340 10,385 14,992

25. PROVISIONS
Provisions at 31 December 2013 include an amount of RUB 306 million (31 December 2012: RUB 15 million, 31 December 2011: 
RUB 2,581 million) in relation to legal claims brought against the Group. The provision charge is recognised in other operating 
expenses, net. In management’s opinion the outcome of these legal claims will not give rise to any significant loss beyond the 
amounts provided at 31 December 2013.

26. RELATED PARTIES
At 31 December 2013, 2012 and 2011, the Group had the following outstanding balances with related parties:

Amount owed by related parties

31 December 
2013

31 December 
2012

31 December 
2011

Sistema-invest 30,166 23,963 22,935

Other Sistema Group companies 15,754 20,825 14,722

Associates and joint venture of the Group 402 1,617 238

Total 46,322 46,405 37,895
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Amount owed to related parties

31 December 
2013

31 December 
2012

31 December 
2011

Associates and joint venture of the Group 16,922 1,701 934

Sistema Group companies 5,290 537 617

Other related parties 655 - -

Total 22,867 2,238 1,551

The amounts outstanding were unsecured and are expected to be settled in cash. The Group does not create an allowance for 
doubtful receivables in respect of outstanding balances of related parties. No balances owed by related parties were past due 
but not impaired.

No expense has been recognised in the current year for bad debts in respect of amounts owed by related parties.

As a result of exchange of Bashkirenergo’s stake to share in Sistema-invest which is an entity under common control (refer 
to note 4), transactions with Bashkirenergo were included in the table below from the date of disposal until the date of its re-
organization in the form of a demerger into two entities: Bashenergoactiv and BESK. Bashenergoactiv is not a related party 
of the Group.

The Group entered into the following transactions with related parties:

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

SISTEMA-INvEST

Dividends declared 6,475 2,160 2,788

Loans issued 16,482 11,683 -

Proceeds from repayment of loans issued 10,383 10,169 -

Dividend income 447 - 489

Interest income 1,107 794 867

OTHER SISTEMA GROUP COMPANIES AND ITS AFFILIATES

Dividends declared 25,293 10,561 14,003

Loans issued - 3,500 -

Sales of subsidiaries 10,392 - -

Cash placed on bank deposits 157 24,775 -

Proceeds from repayment of bank deposits 4,111 19,691 -

Sale of goods and services 4,143 2,648 1,887

Purchase of goods and services 16,612 12,578 11,560

Purchase of property 3,348 4,277 796

Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Interest income 962 1,460 157

Dividend income 1 - -

Sale of joint venture - 3,410 -

Acquisition of subsidiaries - - 3,393

ASSOCIATES AND jOINT vENTURES OF THE GROUP

Sale of goods and services 2,140 2,421 14,624

Purchase of property 11,893 260 -

Purchase of goods and services 2,038 2,885 70

Interest income 1,130 542 -

OTHER RELATED PARTIES

Sale of goods and services 3 8 3,266

Purchase of goods and services - 6 -

LLC Finansoviy Alliance
On 28 August 2012 the Group acquired 50% of LLC Finansoviy Alliance (“Finansoviy Alliance”), a Company engaged in railroad 
transportation, from a  third party. Consideration transferred for this acquisition consisted of  railroad wagons and cisterns 
which were transferred by the Group to Finansoviy Alliance charter capital. The carrying and fair value of the property was 
transferred RUB 1,638 million and RUB 3,358 million, respectively. 

As a result of the acquisition of 50% interest in Finansoviy Alliance the Group recognised a loss in the amount of RUB 18 million 
and a deferred tax asset in the amount of RUB 348 million associated with this transaction. 

In September 2012 the Group sold property to Finansoviy Alliance with a carrying amount of RUB 654 million for consideration 
amounting to RUB 1,341 million, and a gain of RUB 343 million was recognized net of unrealized gain. 

On 27 December 2012 the Group sold its 50% interest in Finansoviy Alliance with a carrying value of RUB 1,429 million to Siste-
ma for a cash consideration of RUB 3,410 million. The Group recognised 
a gain on the sale of RUB 1,981 million within additional paid-in capital in the consolidated statement of changes in equity, being 
the result of a transaction with the Group’s parent company.

Acquisition of real estate asset
In December 2012 the Group acquired a real estate asset from Sistema, for a cash consideration of RUB 3,414 million. The asset 
was recognized in the statement of financial position at cost.

Charity
During the year ended 31 December 2013, the Group transferred RUB 19 million (year ended 31 December 2012: RUB 603 
million, year ended 31 December 2011: RUB 896 million) as a donation to Charity Fund Sistema, a related party of the Group.

Compensation of key management personnel
The remuneration of directors and other key management personnel was as follows:
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Year ended
31 December 2013

Year ended
31 December 2012

Year ended
31 December 2011

Wages and salaries 844 749 692

Phantom shares granted 576 356 164

Termination benefits 4 130 -

Total 1,424 1,235 856

At 31 December 2013, outstanding balances in respect of wages and salaries of key management personnel were RUB 574 mil-
lion (31 December 2012: RUB 471 million, 31 December 2011: RUB 115 million).

27. FINANCIAL RISK MANAGEMENT
Capital risk management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order 
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce 
the cost of capital.

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain 
future development of the business. The Group manages its capital structure and makes adjustments to it, in light of changes 
in economic conditions. The Group may adjust the amount of dividends paid to shareholders and return on capital to sharehold-
ers, issue new shares or sell assets to reduce debt, maintain or adjust the capital structure.

The Board monitors the return on capital, which the Group defines as a total net borrowings divided by Segment EBITDA (refer 
to note 5). The Group defines total net borrowings as total borrowings less cash and cash equivalents and since it is not a stan-
dard IFRS measure, the Group’s definition of total net borrowings may differ from that of other companies.

The Group’s gearing ratio was as follows:

31 December 
2013

31 December 
2012

31 December 
2011

Total net borrowings 74,421 90,104 80,632

Segment EBITDA 101,449 98,965 93,899

Net borrowings to Segment EBITDA ratio 0.73 0.91 0.86

Major categories of financial instruments

31 December 
2013

31 December 
2012

31 December 
2011

FINANCIAL ASSETS

Cash and cash equivalents 16,395 20,104 28,354

Trade and other receivables 27,317 28,366 16,398

Loans given, at amortised cost 8,526 35,403 26,482

Available-for-sale investments in BESK held at cost - 7,406 -

Available-for-sale investments in Ufaorgsintez held at fair value 423 - -

Investments in Bashkirenergo held for sale - - 12,812

31 December 
2013

31 December 
2012

31 December 
2011

Derivative financial instruments 90 - -

Other financial assets - 8 101

Deposits 46 5,136 132

Other non-current assets 380 798 105

Total financial assets 53,177 97,221 84,384

FINANCIAL LIABILITIES

Borrowings 90,816 110,208 108,986

Trade and other payables 46,521 22,957 18,159

Dividends payable 275 224 259

Total financial liabilities 137,612 133,389 127,404

Commodity price risk

Commodity price risk is the risk or uncertainty arising from possible movements in prices for crude oil and related products, 
and their impact on the Group’s future performance and results of the Group’s operations. A decline in the prices could result 
in a decrease in net income and cash flows. An extended period of low prices could precipitate a decrease in development ac-
tivities and could cause a decrease in the volume of reserves available for transportation and processing through the Group’s 
systems or facilities and ultimately impact the Group’s ability to deliver under its contractual obligations. The Group’s overall 
strategy in production and sales of crude oil and related products is centrally managed. 

The main risks arising from the Group’s financial instruments are foreign currency and liquidity risks.

Foreign currency risk

Currency risk is the risk that the financial results of the Group will be adversely impacted by changes in exchange rates to which 
the Group is exposed. The Group undertakes certain transactions denominated in foreign currencies and is primarily exposed 
to the US Dollar and EUR. 

The Group manages its net exposure to foreign exchange risk by balancing both financial assets and financial liabilities denomi-
nated in Russian Rouble, US Dollar and EUR. 
 
The carrying amount of the Group’s US Dollar and EUR denominated monetary assets and liabilities at 31 December 2013, 2012 
and 2011 were as follows:

31 December 
2013

31 December 
2012

31 December 
2011

ASSETS

Trade and other receivables, excluding prepayments 15,846 15,078 11,102

Loans given, at amortised cost 4,969 2,953 4,978

Cash and cash equivalents 813 4,128 1,127

Total assets 21,628 22,159 17,207

LIABILITIES
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31 December 
2013

31 December 
2012

31 December 
2011

Borrowings 22,601 7,556 9,599

Trade and other payables 445 974 208

Total liabilities 23,046 8,530 9,807

The table below details the Group’s sensitivity to  the strengthening of  the US  Dollar and EUR against the Russian Rouble 
by 10%. This analysis assumes that all other variables, in particular interest rates, remain constant. This analysis is based 
on foreign currency exchange rate variances that the Group considered to be reasonably possible at the end of the reporting 
period. The analysis was applied to monetary items at the end of the period denominated in the respective currencies.

31 December 
2013

31 December 
2012

31 December 
2011

(Decrease)/increase in profit before tax (142) 1,363 740

The effect of a corresponding strengthening of the Russian Rouble against the US Dollar and EUR is approximately equal and 
opposite.

Liquidity risk
Liquidity risk is the risk that the Group will not be able to settle all its liabilities as they fall due. The Group’s liquidity position 
is carefully monitored and managed. The Group has a detailed budgeting and cash forecasting process to help ensure that it has 
adequate cash available to meet its payment obligations.

The following tables detail the Group’s remaining contractual maturity for its financial liabilities and net-settled financial liabili-
ties at 31 December 2013, 2012 and 2011. The tables include both interest and principal cash flows. The contractual maturity 
is based on the earliest date on which the Group may be required to pay or net-settle its financial liabilities.

31 December 2013 Carrying 
amount

Contractual 
cash flows

0-6 
months

6-12 
months

1-5 
years

Over 
5 years

Unsecured borrowings 19,984 27,313 860 860 15,026 10,567

Secured borrowings 22,601 23,499 3,484 5,891 14,124 -

Unsecured non-convertible bonds 48,231 65,367 1,985 5,001 41,417 16,964

Dividends payable 275 275 275 - - -

Trade and other payables 46,521 46,521 46,521 - - -

Total 137,612 162,975 53,125 11,752 70,567 27,531

31 December 2012 Carrying 
amount

Contractual 
cash flows

0-6 
months

6-12 
months

1-5 
years

Over 
5 years

Unsecured borrowings 77,411 102,443 3,443 20,636 63,156 15,208

Secured borrowings 7,556 7,723 2,341 2,320 3,062 -

Unsecured non-convertible bonds 25,241 30,199 1,154 11,138 17,907 -

Dividends payable 224 224 224 - - -

Trade and other payables 22,957 22,957 22,957 - - -

Total 133,389 163,546 30,119 34,094 84,125 15,208

31 December 2011 Carrying 
amount

Contractual 
cash flows

0-6 
months

6-12 
months

1-5 
years

Over 
5 years

Unsecured borrowings 77,364 108,311 3,364 3,348 69,403 32,196

Secured borrowings 10,188 10,639 364 1,959 8,316 -

Unsecured non-convertible bonds 21,434 24,800 1,188 12,683 10,929 -

Dividends payable 259 259 259 - - -

Trade and other payables 18,159 18,159 18,159 - - -

Total 127,404 162,168 23,334 17,990 88,648 32,196

For the management of its day to day liquidity requirements the management had following unused credit facilities.

31 December 
2013

31 December 
2012

31 December 
2011

Committed credit facilities 43,209 70,485 62,500

Less: amounts withdrawn - (37,500) (39,059)

Total unused credit facilities 43,209 32,985 23,441

Interest rate risk
Interest rate risk arises from the possibility that changes in interest rates will affect the value of financial instruments. The 
table below detail’s the Group’s annualised sensitivity to a change of floating LIBOR rate by 1% which would impact its opera-
tions. The analysis was applied to borrowings based on the assumption that amount of liability outstanding at the date of state-
ments of financial position was outstanding for the whole period.

Year ended 
31 December 

2013

Year ended 
31 December 

2012

Year ended 
31 December 

2011

Profit/Loss 229 76 88

28. FAIR VALUE OF FINANCIAL INSTRUMENTS
The fair value of financial assets and liabilities is determined as follows:

·  The fair value of financial assets and financial liabilities with standard terms and conditions and traded on active liquid mar-
kets are determined with reference to quoted market prices; and 

·  The fair value of other financial assets and financial liabilities are determined in accordance with generally accepted pricing 
models based on discounted cash flow analysis using prices from observable current market transactions; and

·  The fair value of derivative financial instruments is based on market quotes.

At 31 December 2013, 2012 and 2011 management believes that the carrying values of all significant financial assets and finan-
cial liabilities recorded at amortised cost in the consolidated financial statements approximated their fair values, except for the 
unsecured non-convertible bonds with carrying value of RUB 48,299 million and fair value RUB 48,740 million (31 December 
2012: carrying value of RUB 25,283 million and fair value RUB 25,477 million, 31 December 2011: carrying value of RUB 21,504 
million and fair value RUB 20,937 million).



Consolidated IFRS financial account of Bashneft Group for 2013 Consolidated IFRS financial accounts of Bashneft Group for 2013

Annual report JSOC Bashneft 2013213

AB
O

U
T 

TH
E 

C
O

M
PA

N
Y

AP
PE

N
D

IC
ES

O
P

ER
AT

IN
G

 R
ES

U
LT

S 
C

O
R

P
O

R
AT

E 
G

O
VE

R
N

AN
C

E 
IN

FO
R

M
AT

IO
N

 F
O

R
 

SH
AR

EH
O

LD
ER

S 
AN

D
 IN

VE
ST

O
R

S

Millions of Russian roubles 212

Management believes that the carrying value of financial assets and liabilities approximated their fair values due to (i) their 
short-term nature for current financial assets and liabilities, (ii) the fact that interest rates on loans receivable approximate 
current market rates for similar debt instruments, and (iii) the fact that the interest rates on long-term liabilities approximate 
the current market rates for similar instruments as the majority of loans and borrowings were either obtained in 2013 or inter-
est rate was renegotiated in 2013.

At 31 December 2013 assets and liabilities of the Group that are measured at fair value in accordance with the fair value hier-
archy were as follows: 

Level 1 Level 2 Level 3 Level 4

NON-CURRENT ASSETS

Available-for-sale investment - - 423 423

Derivative financial instruments - 90 - 90

Total - 90 423 513

29. COMMITMENTS AND CONTINGENCIES
Capital commitments
At 31 December 2013, contractual capital commitments of the Group amounted to RUB 8,601 million (31 December 2012: RUB 
9,799 million, 31 December 2011: RUB 6,171 million). These commitments are expected to be settled during 2014-2015.

Operating leases: Group as a lessee
The Group leases certain production equipment, transport and office premises. The leases typically run for periods varying 
from 1 to 10 years with no renewal option at the end of the lease term. The Group’s extraction, refining, marketing and distribu-
tion and other facilities are located on land under operating leases, which expire in various years through 2062.

The amount of rental expenses for the year ended 31 December 2013 were RUB 1,488 million (year ended 31 December 2012: 
RUB 2,700 million, year ended 31 December 2011: RUB 1,091 million).

Future minimum rental expenses under non-cancellable operating leases are as follows:

31 December 
2013

31 December 
2012

31 December 
2011

Due in one year 936 1,371 1,046

Due from one to five years 2,972 4,461 3,308

Thereafter 11,972 19,536 15,297

Total 15,880 25,368 19,651

Taxation contingencies in the Russian Federation
The taxation system in the Russian Federation is at a relatively early stage of development, and is characterised by numerous 
taxes, frequent changes and inconsistent enforcement at federal, regional and local levels.

The government of the Russian Federation has commenced a revision of the Russian tax system and passed certain laws imple-
menting tax reform. The new laws reduce the number of taxes and overall tax burden on businesses and simplify tax litigation. 
However, these new tax laws continue to rely heavily on the interpretation of local tax officials and fail to address many existing 
problems. Many issues associated with practical implication of new legislation are unclear and complicate the Group’s tax plan-
ning and related business decisions.

In terms of Russian tax legislation, authorities have a period of up to three years to re-open tax declarations for further inspec-
tion. Changes in the tax system that may be applied retrospectively by authorities could affect the Group’s previously submitted 
and assessed tax declarations.

While management believes that it has adequately provided for tax liabilities based on its interpretation of current and previous 
legislation, the risk remains that tax authorities in the Russian Federation could take differing positions with regard to interpre-
tive issues. This uncertainty may expose the Group to additional taxation, fines and penalties that could be significant.

With regard to matters where practice concerning payment of taxes is unclear, management estimated nil possible tax expo-
sure at 31 December 2013 (31 December 2012: RUB nil, 31 December 2011: RUB 17,708 million).

Russian transfer pricing legislation was amended starting from 1 January 2012 to introduce additional reporting and docu-
mentation requirements. The new legislation allows the tax authorities to impose additional tax liabilities in respect of certain 
transactions, including but not limited to transactions with related parties, if they consider transaction to be priced not at arm’s 
length. As the practice of implementation of the new transfer pricing rules has not yet developed and wording of some clauses 
of the rules is unclear, the impact of challenge of the Group’s transfer pricing positions by the tax authorities cannot be reliably 
estimated. The Group’s management believes that taxes payable are calculated in compliance with the applicable tax regula-
tions relating to transfer pricing. However there is a risk that the tax authorities may take a different view and impose additional 
tax liabilities. At 31 December 2013, no provision was recorded in the consolidated financial statements in respect of such ad-
ditional claims.

Legal contingencies
At 31 December 2013, unresolved legal claims against the Group amounted to RUB 151 million (31 December 2012: RUB 49 
million, 31 December 2011: RUB 1,298 million). Management estimates the unfavourable outcome of the legal claims to be pos-
sible, and consequently no provision has been raised. The Group is rigorously defending itself in relation to such legal claims.

Insurance
The Group does not have full coverage for property damage or loss, for business interruption and third party liabilities in re-
spect of damage on the Group’s property or relating to the Group’s operations. Until the Group obtains adequate insurance 
coverage, there is a risk that losses relating to such matters could have a material adverse effect on the Group’s operations 
and financial position.

Russian Federation economic environment
Emerging markets such as Russian Federation are subject to different risks than more developed markets, including economic, 
political and social, and legal and legislative risks. As has happened in the past, actual or perceived financial problems or an 
increase in the perceived risks associated with investing in emerging economies could adversely affect the investment climate 
in Russian Federation and the country’s economy in general.

Laws and regulations affecting businesses in the Russian Federation continue to change rapidly. Tax, currency and customs 
legislation within the country are subject to varying interpretations, and other legal and fiscal impediments contribute to the 
challenges faced by entities currently operating in Russia. The future economic direction of the Russian Federation is heavily 
influenced by the economic, fiscal and monetary policies adopted by the government, together with developments in the legal, 
regulatory, and political environment.
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Energy efficiency
Heat and energy consumption by the Group

 2012 2013 Change 2013/2012,

Heat, Gcal  7,677,737 5,938,540 -22.7%

Electricity, thousand kWh  5,780,168 5,331,579 -7.8%

Natural gas, thousand cubic metres 284,685 227,236 -20.2%

Associated gas, thousand cubic metres 65,283 41,818 -35.9%

Bashneft Group’s total outlay on electricity for 2013 stood at 13.7 billion rubles, and its outlay on heat stood at 4.2 billion rubles.

Heat and energy consumption by JSOC Bashneft*

 2012 2013

 Quantity Payments (incl VAT), mil-
lion rubles Quantity Payments (incl VAT), mil-

lion rubles.

Heat, Gcal 2,331,780.26 849.8 5,621,979.56 3,625.2 

Electricity, thousand kWh 860,921.38 2,021.8 2,300,602.13 5,829.8 

Natural gas, thousand cubic metres 136,627.41 519.7 159,359.76 704.2 

Total Х 3,391.3 Х 10,159.3 

* - excluding volume of associated gas used as raw material for industrial needs

In the course of its operations, the Company consumes electricity, heat, natural gas and associated gas. Boiler and furnace fuel, 
which are less environmentally friendly, may be used as a backup, but none was used in 2013.

Compared to 2012, Bashneft Group’s energy consumption fell, in connection with the sale of oil service assets, and also the 
termination of involvement in UPC and the sale of related petrochemical assets.

The significant rise in the amount and cost of energy used by the Group’s parent company, JSOC Bashneft, can be attributed 
to the conclusion of the Group’s reorganisation, which saw the energy expenditures of the five subsidiaries (including the large 
oil processing complexes) consolidated with JSOC Bashneftincluded in that of JSOC Bashneft since 2012.

The global financial system continues to exhibit signs of deep stress and many economies around the world are experiencing 
lesser or no growth than in prior years. Additionally there is increased uncertainty about the creditworthiness of some sover-
eign states in the Eurozone and financial institutions with exposure to the sovereign debt of such states. These conditions could 
slow or disrupt Russia’s economy, adversely affect the Group’s access to capital and cost of capital for the Group and, more 
generally, its business, results of operations, financial condition and prospects.

Because Russia produces and exports large volumes of oil and gas, country’s economy is particularly sensitive to the price of oil 
and gas on the world market.

30. EVENTS SUBSEQUENT TO THE REPORTING DATE
Approval of the reorganisation by the EGM
On 3 February 2014, at the Extraordinary Meeting of Shareholders the reorganisation which was previously approved by the 
Board on 17 December 2013 (refer to note 17) was confirmed. On 25 March 2014 the Board of Bashneft has approved a report 
on the results of submission of buy-back requests by shareholders, who abstained or voted against the reorganisation at the 
EGM. According to the report, Bashneft will acquire 2,724,173 ordinary shares and 8,885,866 preferred shares of the Company 
for a total cash consideration of RUB 17,869 million due by 21 April 2014. 

Acquisition of LLC Burneftegaz (“Burneftegaz”)
In March 2014 the Group acquired a 100% interest in Burneftegaz, a company engaged in exploration and production of crude 
oil in the Tyumen District for a total cash consideration of approximately USD 1,000 million. The entity will be accounted for and 
consolidated in the consolidated financial statements of the Group from the effective date of acquisition. At the date of authori-
sation of these consolidated financial statements the Group does not have sufficiently reliable information to present summary 
financial information of Burneftegaz. 

Bank borrowings
In March 2014 the Group obtained short-term unsecured fixed interest rate borrowings from a variety of lenders in the amount 
of RUB 53,700 million. The interest rate varies from 8.24% to 9.75% per annum.
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Key risk factors
Constant and careful monitoring and mitigation of risks is a pre-
requisite to achieving our corporate objectives
In the course of  its business, the Group faces a  number of  risks 
and uncertainties. We pay the closest attention to monitoring the 
impact of individual factors on our performance.
This section describes the risks that we  consider important and 
most characteristic for energy companies, as well as our approach-
es for managing these risks. 

Industry-specific risks
Industry risks faced by the Group are related to the nature of its core business, including oil and gas production, oil refining and 
sales of oil and petroleum products.

The risk of a fall in prices for oil and petroleum products

Description of the risk: Risk management:

Prices for crude oil and petroleum products determine 
the Group’s financial and operating performance.

Prices for oil and petroleum products are influenced 
by a number of factors beyond the control of the Group. 

The Group has sufficient capability to redistribute commodity flows in the event of a signifi-
cant price difference between domestic and international markets.

Bashneft is able to rapidly reduce capital and operating expenditure to meet its obligations 
in case of a significant decrease in the price of oil and petroleum products.

In addition, the Group conducts analysis to make informed decisions when selecting the best 
marketing channels for finished products (including domestic sales vs. export).

Risks related to dependence on monopolistic providers of transportation services

Description of the risk: Risk management:

In the course of its business, the Group interacts 
with monopolistic providers of services in the sphere 
of trans- portation of oil and petroleum products.

Bashneft has no control over the operations of such 
companies.

Disruptions in transportation may adversely affect the 
Group’s financial results.

In addition, a sharp increase in transportation fees 
could lead to unplanned growth of costs.

To reduce its exposure to this risk, the Group analyses alternative ways of supplying raw 
material and finished products, including transporting by water, and interacts with transport 
providers to negotiate the best possible conditions.

The Group has developed and 
uses a risk management sys-
tem, the description of  which 
is  given in  the section “About 
the Group-Our Risks”

Risks related to competition in the industry 
Risks related to accessing new sources of raw material

Description of the risk: Risk management:

Tough competition with leading Russian and interna-
tional oil and gas companies for access to new sources 
of hydrocarbons may restrict the Group’s access to the 
most prom- ising hydrocarbon deposits in the future.

In order to maintain its level of production in the future, replenish its resource base and 
expand the scope of its business, the Group takes the following measures:
•  Taking part in competitions for mineral rights to acquire new fields that meet performance 

criteria.
•  Implementing a comprehensive geological exploration programme in new areas in the 

Republic of Bashkortostan and NAD.

Risks in the refining market and in petroleum product sales

Description of the risk: Risk management:

On the refining and petroleum products markets the 
Group faces competition from a number of companies, 
including the largest vertically integrated oil compa-
nies, which surpass Bashneft Group in terms of their 
scope of operations.

The Group monitors these risks and takes the following actions to reduce them:
•  Development of guaranteed marketing channels for petroleum products, including develop-

ment of small wholesale, expansion of the retail network and rebranding of the network 
of filling stations.

•  Construction and modernisation of oil refineries to increase the refining depth and produc-
tion of high- quality, competitive products.

Risks related to exploration activities

Description of the risk: Risk management:

Geological risks are associated mainly with the uncer-
tainty and probabilistic assessment of the quantita-
tive and qualitative characteristics of oil reserves, 
the structure and properties of the deposits and the 
prospects for production of hydrocarbons.

Another important factor consists in the fact that geo-
logical exploration is conducted in various geographic 
regions, including areas with adverse climatic condi-
tions, which often leads to higher costs.

The Group has considerable experience in geological exploration and the use of state-of-the-
art modern geophysical methods for prospecting and exploration of hydrocarbons, as well 
as advanced technologies for drilling and field development, which results in a reduction 
of the probability of such risks.
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Country-related and regional risks

Description of the risk: Risk management:

Bashneft operates in the Russian Federation. There-
fore, if a crisis arises in the Russian market, this could 
adversely affect the Group’s operations.

In particular, the Group could face the following threats 
during a crisis:
• a significant lack of liquidity due to the withdrawal 
of foreign capital;
• a deterioration of business conditions for tax resi-
dents, which include companies of Bashneft Group.

To reduce regional risk, the Group is diversifying into other regions.

In addition, the Group cooperates with the authorities at different levels. The General Agree-
ment on Cooperation between the Republic of Bashkortostan and JSFC Sistema is in place; 
it is aimed at effective and mutually beneficial cooperation to create favourable conditions for 
the economic and social development of the Republic of Bashkortostan. This document forms 
a basis for efficiently matching JSOC Bashneft’s social programmes and the region’s needs

In March 2012, Bashneft’s subsidiary LLC Bashneft-Polyus signed a cooperation agreement 
with the Administration of the Nenets Autonomous District. The agreement stipu- lates 
investment in the development of social and economic infrastructure and job creation in the 
district. 

In March 2013, JSOC Bashneft and the Administration of the Orenburg Region signed 
an agreement of social and economic development until 2016 aimed at creating a favourable 
environment for developing the region’s economy and social sphere

Risks related to foreign projects

Description of the risk: Risk management:

Bashneft is undertaking porjects in Iraq and Myanmar. 
The Company is aware that foreign operations entail 
additional risks and plans to carry out risk assessment 
when making decisions under the project.

Bashneft has identified the following potential risks 
involved in the project:
• uncertainty and instability of legislation (including tax 
legislation) of the country where the project is imple-
mented;
• changes in the investment policy;
• a change of political regime;
• limited possibilities for ensuring the security of the 
Group’s employees and property outside Russia;
• limited possibilities for ensuring the economic secu-
rity of the Group’s operations outside Russia;
• natural disasters;
• wars

The Company carries out continuous monitoring and audit of risks, taking into account the 
political and economic situation in the countries in which we operate.

Financial Risks
Inflation risk

Description of the risk: Risk management:

Inflation affects the Group’s financial condition.

The inflation risk has the greatest impact on the area 
of capital expenditures, which, in turn, may have an ad-
verse effect on the effectiveness of investment projects.

In addition, inflationary processes lead to a decrease 
in the value of the Group’s ruble-denominated assets, 
including ruble deposits, domestic debt instruments 
and receivables.

Current and projected levels of inflation are far from critcal for the Group and the industry 
as a whole. Bashneft pays close attention to cost control and the assessment of inflation risks 
when making investment decisions and developing investment projects. While developing its 
development strategy, the Group makes every effort to offset the potential risk of inflation.

Currency risk

Description of the risk: Risk management:

The results of the Group’s financial and business 
operations depend on the currency exchange rate, 
as a significant part of the Group’s gross revenues 
are generated by export sales of oil and petroleum 
products.

In addition, the company raises loans denominated 
in foreign currency.

The risk is significantly reduced due to operating costs that are directly or indirectly denomi-
nated in foreign currency, as well as by the cost of servicing debt instruments denominated 
in foreign currency.

Thus, the currency structure of revenue and liabilities acts as a natural hedging mechanism 
where divergent factors cancel each other out.
To minimize the currency risk, the Group monitors the foreign exchange market to carry out 
operations on the foreign exchange market and balance currency positions (controlling assets 
and liabilities denominated in foreign currency).
In addition, the Company makes certain transactions in financial instruments and futures 
contracts to reduce its exposure to currency risk.

Interest rate risk

Description of the risk: Risk management:

Changes in interest rates can have a significant impact 
on Bashneft’s operations. The Group is exposed to risk 
from changes in interest rates, as it finances its opera-
tions both using its own funds and by raising debt 
capital.

To mitigate the impact of this risk on the Group’s solvency and liquidity indicators, we are 
gradually expanding its investor base and the public part of the debt portfolio using instru-
ments that do not give creditors the right to revise interest rates.

Liquidity Risk

Description of the risk: Risk management:

The Group’s operating cash flow is subject to fluctua-
tions due to the high volatility of prices for oil and 
petroleum products, currency fluctuations and changes 
in taxes and duties.

These factors may affect the value of the Group’s cash 
flow and, consequently, its liquidity.

The company minimizes this risk by having a portfolio of debt instruments of varying maturity 
to cover cash short- ages.

Risks associated with changes in legislation
We conduct our business in strict compliance with tax, customs and currency law. We monitor and react promptly to regulatory 
changes, and we are committed to constructive dialogue with regulators on matters of law enforcement. However, uncertainty 
inherent in certain aspects of functioning of the Russian legal system and legislation may substantially affect the business and 
the level of financial well-being of the Group.

Risks related to changes in currency regulation

Description of the risk: Risk management:

Part of the revenue and liabilities of the Group are 
denominated in foreign currencies, so the state mecha-
nism of currency regulation affects its financial and 
business operations.

Bashneft has expenditures denominated in foreign 
currency; therefore, there is a risk of an increase in the 
Group’s expenditure on economically unjustified ad-
ditional currency conversion.

The Group continuously monitors changes in the regulatory framework in the sphere of cur-
rency regulation and control, closely follows established rules and fulfils the legitimate 
recommendations of regulatory authorities.
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Risks related to tax legislation

Description of the risk: Risk management:

Changes in tax legislation in Russia aimed at increas-
ing the tax burden may have a negative impact on the 
results of the Group’s operations and its financial 
stability.

A stricter attitude of the tax authorities towards con-
troversial passages in the regulatory framework could 
lead to an increase in the number of tax claims against 
taxpayers.

Bashneft closely monitors changes in tax legislation and the enforcement of applicable 
legislation. The Group evaluates and forecasts the extent of the possible negative impact 
of changes in tax legislation and makes efforts to minimize the risks associated with these 
changes

Risks related to customs and export rules

Description of the risk: Risk management:

The Group is exposed to risks associated with changes 
in legislation on state regulation of foreign trade as well 
as customs legislation on procedures for moving goods 
across a customs border, establishing and applying 
customs regimes, and on customs payments.

Bashneft complies with customs control requirements, provides all the necessary docu-
mentation for export and import operations. Bashneft closely monitors changes in customs 
regulations and duties, evaluates and forecasts the extent of the possible negative impact 
of such changes.

Risks related to anti-monopoly legislation

Description of the risk: Risk management:

The Group’s operations on the Russian market for 
gasoline, diesel and fuel oil meets requirements aimed 
at protecting competition.

There is a risk of tightening antitrust legislation and 
lawenforcement practice in this area with regard 
to Russian oil companies.

Bashneft monitors updates of Russian antitrust laws and gauges the impact of such changes 
on the company.

Risks related to legislation on licensing and mineral extraction

Description of the risk: Risk management:

The Group considers that it complies with the condi-
tions of existing licence agreements in all material 
respects and it will be able to renew the licences for 
existing fields, if necessary.

The suspension, restriction or termination of licences 
that are significant for the Group could adversely affect 
the oper- ations and financial position of the Group.

There are no precedents for revoking the Group’s 
licences.

The Company continually monitors the legislative initiatives of relevant ministries and agen-
cies in the sphere of subsoil use and licensing of certain activities.

Operational risks

Environmental risks

Description of the risk: Risk management:

The Group’s operations often entail a potential hazard 
and are associated with the risk of civil liability for 
environmental damage. The tightening of regulations 
on air pollution and the need to eliminate the possible 
industrial accidents could have a material adverse 
impact on the financial performance and reputation 
of the Group.

Bashneft’s policy on environmental protection is aimed at ensuring compliance with applica-
ble environmental laws by observing all regulatory requirements of environmental legislation. 
To this end, Bashneft invests heavily in environmental measures, including the use of tech-
nologies that minimize adverse environmental impacts. 

Group subsidiaries arrange liability insurance as owners of potentially hazardous facilities 
in the case of damage caused by an accident on site. 

Risk  related to occupational health and safety

Description of the risk: Risk management:

Bashneft’s production activity involves the use of tech-
nologically complex production equipment.

Risks associated with the failure of production equip-
ment may stop production and lead to failure to achieve 
targeted operating and financial performance, cause 
damage to human health and result in liability to third 
parties.

The Company has a system of occupational health and industrial safety, which provides 
continuous monitoring of process plants , equipment replacement program , preventative 
measures to prevent accidents and incidents in the workplace, the development of culture 
in OTiPB .
In November 2013 was certified as compliant with ISO 14001 and OHSAS 18001. In “Bashneft” 
implemented a comprehensive insurance program that includes, including property insur-
ance, liability insurance, voluntary insurance production staff from accidents.

Bashneft uses an integrated insurance system, which includes property insurance, liability 
insurance, and other forms of insurance.

The Group’s insurance activities are based on uniform principles and integrated insurance 
process methodology and are comprehensive.

In addition, the Group’s industrial safety system involves continuous equipment monitor-
ing, and equipment upgrade programme, measures for preventing industrial accidents and 
further reduction of risk levels.

The Company carried out measures for the certification of its HSE system in accordance with 
ISO 14000 and OHSAS 18001 - 2007 standards.

Investment risks

Description of the risk: Risk management:

When implementing investment projects aimed at oil-
field development, upgrading its refining capacities, 
constructing filling stations, etc., the Group faces the 
risk that facilities may not be brought into operation 
on time. Key factors contributing to this risk include 
planning errors, contractor performance and risks 
caused by the condition of infrastructure.

Bashneft considers the management of this risk a high priority. Therefore, the Group thor-
oughly prepares projects, selects reliable suppliers and contractors, getting guarantees that 
they will fulfil their obligations, and creates partnerships with infrastructure operators.
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35. As of the date of this Report

35

Information on the observance of the Code of Corporate 
Conduct

No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

GENERAL MEETING OF SHAREHOLDERS (GMS)

1. Shareholders shall be notified of the General Meeting 
of Shareholders no less than 30 days before the scheduled 
date of the meeting, unless legislation stipulates a longer 
period.

Observed Obligation to notify shareholders of the Company on the 
AGM not less than 30 days before the meeting as per the 
Company Charter.

2. The procedure for notification of a forthcoming General 
Meeting of shareholders must enable the shareholders 
to prepare properly for participation in the meeting.

Observed A notification of the meeting is sent to shareholders by post 
and is published in the Republic of Bashkortostan and 
Bashkortostan newspapers and on the site of the Group: 
http://www.bashneft.com/

3. A shareholder can include an issue in the agenda of the 
General Meeting of Shareholders or demand to call the 
General Meeting of Shareholders without providing an ex-
tract from the shareholder register if his/her rights to the 
shares are recorded in the shareholder register. If his/her 
rights to the shares are recorded in the custody account, he/
she can exercise the above-mentioned rights after providing 
the custody account statement. 

Observed It is not required that shareholders confirm their rights 
by any documents except for a statement of the custody 
account. This is stipulated in the Regulations on the General 
Meeting of Shareholders of JSOC Bashneft.

4. The registration procedure for the participants of the 
General Meeting of Shareholders shall be stipulated in the 
Company’s internal documents.

Observed Stipulated by the Regulations on the General Meeting 
of Shareholders of JSOC Bashneft.

5. Shareholders shall be given access to the information 
(materials) to be provided during preparation for holding 
a General Meeting of Shareholders by electronic means 
of communication including the Internet.

Observed Shareholders have a right to examine the information 
(materials) to be provided during preparation for holding 
a General Meeting of Shareholders on the premises of the 
Company’s executive body and at the addresses indicated 
in the notification. They also can receive copies of all mate-
rials at the indicated addresses as well as on the website. 
Materials for a General Meeting of Shareholders are upload-
ed onto the ompany’swebsite no later than 20 days before 
the scheduled date of the meeting.

6. Obligatory presence of candidates when considering the 
issues related to the election of members of the Board 
of Directors members of the collegial executive body, the 
person performing the functions of the sole executive 
body,members of the Management Board and the Audit 
Commission, as well as when approving the Company’s 
auditor at the GMS.

Observed Stipulated by the Regulations on the General Meeting 
of Shareholders of JSOC Bashneft.The Company ensures 
the presence of candidates when the GMS is considering 
the issues related to the election of members of the Board 
of Directors, members of the Audit Commission, as well 
as when approving the Company’s auditor .
Appointment of members of the Board and President of the 
Company in accordance with the Charter of the Company 
under the competence of the Board of Directors.

7. The Charter or internal documents of the Company require 
the obligatory presence of the General Director, members 
of the Management Board, members of the Board of Direc-
tors, members of the Audit Commission and the Company’s 
auditor at the GMS.

Observed Stipulated by the Regulations on the General Meeting 
of Shareholders of JSOC Bashneft.

No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

8. Shareholders can familiarize themselves with the list of per-
sons entitled to participate in the GMS, starting from the 
notification date of the forthcoming GMS and until the end 
of a face-to-face GMS.If the GMS is held by absentee voting, 
they may do so until the receipt of ballots finishes.

Observed Shareholders (or a shareholder) included in the shareholder 
register and owning in total no less than 1% (one per cent) 
of the Company’s voting shares can demand access to the 
list of persons entitled to participate in the GMS, provided 
that they are included in this list. 
Shareholders can also demand that the Company provides 
an extract from the list of persons entitled to take part 
in the GMS that contains information about this shareholder, 
or a document confirming that he/she is not included in this 
list.

WORK OF THE BOARD OF DIRECTORS

9. The Company’s Charter affirms the authority of the Board 
of Directors to annually approve the Company’s financial 
and business plan.

Observed In accordance with the Company’s Charter, the competence 
of the Board of Directors includes ‘determining business 
priorities and the development strategy of the Company, 
approving the Company’s annual budgets (financial plans) 
and con- sidering the business priorities and development 
strategies of the subsidiaries’.

10. The Board of Directors has the right to impose require-
ments for the qualification and the amount of remunera-
tion of the members of the collegial executive body, the 
person performing the functions of the sole executive body, 
members of the Management Board and heads of the main 
departments of the Company.

Observed The competence of the Board of Directors includes the 
following issues: appointing the Company’s President; 
determining the number of members of the Management 
Board and electing its members; approving the terms and 
conditions of the contract with the President and members 
of the Management Board of the Company; removing the 
Company’s President and members of the Management 
Board from office before the end of their term; approving 
the principles of performance evaluation and the system 
of remuneration, as well as monitoring the activities of the 
Company’s senior managers who are directly subordinate 
to the President of the Company.

11. The Company’s Charter ensures the right of the Board of Di-
rectors to approve the terms and conditions of contracts 
with members of the collegial executive body, the person 
performing the functions of the sole executive body.

Observed In accordance with the Company’s Charter, the terms and 
conditions of the contract with the President and members 
of the Company’s Management Board are approved by the 
Board of Directors.

12. Any person found guilty of the following crimes may not 
serve on the Company’s Board of Directors: financial 
crimes, crimes against the state and crimes against the 
interests of the civil service against the federal government 
or local authorities. This is also applicable to persons who 
have faced an administrative penalty for any violation in the 
areas of entrepreneurship, finance, taxes and duties or the 
securities market.

Observed The Company has taken measures to thoroughly examine 
this issue and does not have any information about such 
wrong-doings by the members of the Company’s Board 
of Directors.

13. The Company’s Board of Directors may not include persons 
who serve as employees, general directors (managers), 
members of the regulatory bodies or stakeholders of a legal 
entity competing with the Company.

Observed

14. The Company’s internal documents require that meetings 
of the Board of Directors be held at least once every six 
weeks.

Observed The Company’s Charter provides that the Board of Directors 
shall be held as necessary, but at least two times per quar-
ter. In the reporting period there were 21 meetings of the 
Board of Directors.

15. Meetings of the Company’s Board of Directors during the 
year for which the annual report of the Company is prepared 
must be held no less than once every six weeks.

Observed There were 21 meetings of the Board of Directors during the 
reporting period.
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No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

16. The Company’s internal documents stipulate the procedure 
for holding meetings of the Board of Directors.

Observed The procedure for holding the meetings of the Board of Di-
rectors is established by the Regulation on the Board of Di-
rectors and Rules on the Meetings of the Board of Directors 
of JSOC Bashneft. Besides, the Company has approved in-
ternal documents stipulating the procedure, the time frame 
and persons responsible for preparing the materials for 
meetings of the Board of Directors, the committees of the 
Board of Directors and the Company’s Management Board.

17. The Company must have a strategic planning committee 
of the Board of Directors.

Observed The Company has created the Strategy Committee of the 
Board of Directors.

18. The Company must have a committee of the Board of Direc-
tors (the audit committee) that recommends the Company’s 
auditor to the Board of Directors and cooperates with the 
auditor and the Audit Commission of the Company. Nomina-
tions and Remuneration

Observed The Company has created the Budget and Audit Committee 
of the Board of Directors, under whose competence falls 
review of auditor candidates for the Group and affiliates.

19. The creation of a committee of the Board of Directors (the 
personnel and remuneration committee) that determines 
the criteria for the selection of candidates to the Board 
of Directors and develops the remuneration policy of the 
Company

Observed The Company has created the Nominations and Remunera-
tion Committee of the Board of Directors. The functions 
of the Committee are set out in the Regulations on the 
Nomination and Remuneration Committee.

20. The personnel and remuneration committee must be head-
ed by an independent director.

Not observed A.Yu. Goncharuk, who is a non-executive but not an inde-
pendent director, is the Chairman of the Nomination and 
Remuneration Committee.

21. The Company must have internal documents approved 
by the Board of Directors that stipulate the procedure for the 
formation and work of committees of the Board of Directors.

Observed The Company has approved the Regulations on the Board 
of Directors and Regulations on the Committees of the 
Board of and procedures for the creation and activities 
of the committees.

22. The Company’s Charter stipulates the procedure for deter-
mining the quorum of the Board of Directors that is neces-
sary for ensuring obligatory participation of independent 
directors in meetings of the Board of Directors.

Not observed Not stipulated by the Company’s Charter. The quorum 
of the Board of Directors is determined based on the 
number of members of the Board of Directors who take part 
in a meeting regardless of whether they are an independent, 
non- executive or executive director.

23. Internal documents of the issuer must stipulate that mem-
bers of the Board of Directors, members of the collective 
executive body and the person performing the duties of the 
sole executive body, including the managing company and 
its executives, are to disclose information about owner-
ship of the issuer’s securities, as well as the sale and (or) 
purchase of the issuer’s securities.

Observed This obligation is reflected in the Regulations on the Board 
of Directors, the Regulations on the Management Board and 
in the Regulations on the President.

24. The Company’s internal documents must stipulate the right 
of members of the Board of Directors to obtain information 
necessary for performing their duties from executive bodies 
and heads of the Company’s main departments, as well 
as liability for the failure to provide such information.

Observed This obligation is reflected in the Regulations on the Board 
of Directors, the Regulations on the Management Board and 
in the Regulations on the President.

25. The Company’s internal documents must require the mem-
bers of the Board of Directors to notify the Board of Direc-
tors in writing of their intention to make transactions in the 
securities of any company of which they are a member 
of the Board of Directors, or its subsidiaries (affiliates), 
as well as to disclose information on their transactions 
in such securities.

Observed This obligation is reflected in the Regulations on the Board 
of Directors, the Regulations on the Management Board 
and in the Regulations on the President, and the Regulation 
on Insider Information.

26. The Company’s internal documents must include a provision 
stipulating that the Board of Directors should approve the 
Company’s transactions amounting to 10% or more of the 
value of the Company’s assets, except for transactions con-
ducted in the course of ordinary business operations.

Observed The Company’s Charter stipulates the Board’s preliminary 
approval must be obtained for any transactions in property 
whose value is equal to or exceeds the amount denominated 
in any currency and equal to US$ 100,000,000 (one hundred 
million) at the exchange rate set by the Bank of Russia 
on the working day preceding the date of such approval. 
At present this amounts to approximately 1% of the Group’s 
assets.

27. The Company’s Charter must require that the Board of Di-
rectors to be elected by cumulative voting.

Observed Stipulated by the Company’s Charter.

28. The Company’s Board of Directors must include at least 
three independent directors meeting the requirements 
of the Code of Corporate Conduct.

Observed During 2013, the Board of Directors included not fewer than 
four independent members meeting the requirements of the 
Code of Corporate Conduct .

No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

29. The audit committee must include only independent and 
nonexecutive directors

Observed The Budget and Audit Committee includes only independent 
and non-executive directors.

30. The audit committee must include only independent and 
nonexecutive directors

Observed V.G. Artyukhov, an independent director, is the Chairman 
of the Audit Committee.

31. The Company’s internal documents must provide for the 
right of all members of the Audit Committee to have access 
to any documents and information of the Company provided 
they do not disclose confidential information.

Observed Stipulated by the Regulations on the Budget and Audit Com-
mittee of the Board of Directors of JSOC Bashneft.

32. The Company’s internal documents must require the mem-
bers of the Board of Directors to refrain from taking actions 
that cause or may cause a conflict of interest between them 
and the Company, and in the case of such a conflict arising 
they must inform the Board of Directors of this.

Observed Stipulated by the Regulations on the Board of Directors 
of the Company.

33. The Charter or internal documents of the Company must 
require that when the Board of Directors approves the terms 
and conditions of contracts with the General Director (man-
aging company, manager) and members of the Management 
Board, the votes cast by the General Director and mem- 
bers of the Management Board should not be taken into 
consideration during vote counting.

Observed Stipulated by the Company’s Charter.

34. The personnel and remuneration committee must not 
include the Company’s executives.

Not observed A.L. Korsik, the President of the Company, is a member 
of the Nominations and Remuneration Committee.

35. The risk committee of the Board of Directors must be cre-
ated or the duties of this committee must be imposed 
on another committee (except for the Audit Committee and 
the personnel and remuner- ation committee).

Observed The Risk Committee of the Management Board of JSOC 
Bashneft has been created and functions.

36. The corporate dispute resolution committee of the Board 
of Directors must be created or the duties of this commit-
tee must be imposed on another committee (except for 
the Audit Committee and the personnel and remuneration 
committee).

Observed The Corporate Conduct Committee of the Board of Directors 
of JSOC Bashneft has been created and functions.

37. The corporate dispute resolution committee must not 
include the Company’s executives.

Observed The Corporate Conduct Committee does not include the 
Company's executives.

38. The corporate dispute resolution committee must be head-
ed by an independent director.

Not observed S.A. Drozdov, who is a non-executive director, is the Chair-
man of the Corporate Conduct Committee.

39. The Company must have a risk management procedure that 
is approved by the Board of Directors.

Partially observed The Regulations on Risk Management were approved by the 
President of the Company are in force.

ExECUTIvE BODIES

40. The Company has a collective executive body (management 
board).

Observed The Company has established the Management Board, 
a collective executive Body. 

41. The Company’s executive bodies may not include persons 
who serve as employees, general directors (managers), 
members of the regulatory bodies or stakeholders of a legal 
entity competing with the Company.

Observed According to the information available to JSOC Bashneft, the 
executive bodies of JSOC Bashneft do not include per-
sons who are stakeholders, general directors (managers), 
members of regulatory bodies or employees of a legal entity 
competing with JSOC Bashneft.

42. Any person found guilty of the following crimes may not 
serve on the Company’s Board of Directors: financial 
crimes, crimes against the state and crimes against the 
interests of the civil service, against the local authorities. 
This is also applicable to persons who have faced an admin- 
istrative penalty for any violation in the areas of entrepre-
neurship, finance, taxes and duties or the securities market. 
If the duties of the sole executive body are performed 
by a managing company or a manager, the general director 
and members of the management board of the managing 
com- pany or the manager must meet the requirements 
for the general director and members of the management 
board of the Company.

Observed The Company has thoroughly examined this issue. Accord-
ing to the information available to JSOC Bashneft, there are 
no such persons.

43. The Charter or internal documents of the Company must 
prohibit a managing company (a manager) from perform-
ing similar duties in a competing company, as well as from 
having any other proprietary interests with the Company 
except for providing management organization services 
(management).

Observed Stipulated by the Company’s Charter.
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No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

44. Internal documents of the Company must require the execu-
tive bodies to refrain from taking actions that cause or may 
cause a conflict of interest between them and the Company, 
and in case of such a conflict arising they must inform the 
Board of Directors about it.

Observed This is required by the Regulations on the Board of Direc-
tors, the Regulations on the Management Board, the Regu-
lations on the President and the Company’s Code of Ethics.

45. Executive bodies of the Company must provide the Board 
of Directors with monthly reports on their work.

Observed The Board of Directors reviews the main operating and 
financial results of JSOC Bashneft on a quarterly basis. The 
Company’s management prepares monthly interim reports 
on the main operating and financial results and quarterly 
controlling reports on the Company’s operations. The man-
agement provides these materials to members of the Board 
of Directors.

46. Internal documents of the issuer must stipulate that mem-
bers of the Board of Directors, members of the collective 
executive body and the person performing the duties of the 
sole executive body, including the managing company and 
its executives, are to disclose information about owner-
ship of the issuer’s securities, as well as the sale and (or) 
purchase of the issuer’s securities.

Observed Stipulated by the Regulations on the Board of Directors, the 
Regulations on the President and the Regulations on the 
Management Board

47. Contracts concluded between the Company and the general 
director (managing company or a manager) and members 
of the management board must stipulate responsibility for 
violating regulations on the use of confidential and private 
information

Observed Protection of confidential information is required by the 
Contract with the Presi- dent and members of the Manage-
ment Board of the Company.

48. The charter or internal documents of the Company must 
establish the criteria for selecting a managing company (or 
a manager).

Observed Stipulated by the Company’s Charter.

49. The charter or internal documents of the Company must 
contain a provision stipulating that transactions in real es-
tate and borrowings are to be approved by the management 
board, unless these transactions are not major ones and are 
not part of the Company’s day-to-day operation.

Observed Stipulated by the Company’s Charter and the Standard 
on the Credit Policy of the Company.

50. Internal documents of the Company must estab- lish the 
procedure for coordinating operations that are outside the 
scope of the financial and business plan of the Company.

Observed Stipulated by the Standard on the Credit Policy of the 
Company.

CORPORATE SECRETARY

51. The Company has a special executive (the Secretary of the 
Company) whose duty it is to ensure that the Company’s 
bodies and executives comply with procedural requirements 
that safeguard the rights and legitimate interests of the 
Company’s shareholders.

Observed The Company has appointed a Corporate Secretary.

52. The charter or internal documents of the Company must 
specify the procedure for appointing (electing) the Company 
Secretary and the Secretary’s duties.

Observed Stipulated by the Company’s Charter, the Regulations on the 
Board of Directors and the Regulations on the Corporate 
Secretary.

53. The charter of the Company sets out the require- ments for 
the candidate for the position of Company Secretary

Observed Stipulated by the Company’s Charter, the Regulations on the 
Board of Directors and the Regulations on the Corporate 
Secretary.

No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

SIGNIFICANT CORPORATE ACTIONS

54. The charter or internal documents of the Company must 
require the approval of a major transaction before it is 
conducted

Observed Stipulated by the Company’s Charter.

55. The Company must engage an independent appraiser 
to determine the market value of property that is the subject 
of a major transaction.

Observed In such cases the Board of Directors of JSOC Bashneft 
engages an independent appraiser.

56. In case of the acquisition of a major stake in the Company (a 
takeover), the Company’s char- ter must prohibit any actions 
aimed at protecting the interests of the executive bodies 
(members of these bodies) or members of the Company’s 
Board of Directors or actions that undermine the posi- tion 
of shareholders. For instance, the charter must prohibit the 
Board of Directors from making decisions before the end 
of the supposed period of share purchase on issuing addi-
tional shares and convertibles or securities that ensure the 
right to acquire the Company’s shares, even if the charter 
stipulates the right to make such decision.

Not observed Not stipulated by the Company’s Charter.

57. The charter or internal documents of the Company must 
require that an independent appraiser must be engaged 
to determine the conversion ratio for the reorganisation.

Observed Stipulated by the Company’s Charter.

INFORMATION DISCLOSURE

58. The Company must have an internal document approved 
by the Board of Directors that establishes the rules and the 
Company’s approaches to information disclosure (Regula-
tions on Information Policy).

Observed The Regulations on Information Policy were approved by the 
Board of Directors on October 3, 2011.

59. Internal documents of the Company must include a list 
of information, documents and materials that should 
be provided to the shareholders in order to decide on the 
issues to be considered at the GMS.

Observed The Regulations on the General Meeting of Shareholders 
and the Regulations on Information Policy contain the list 
of additionally provided information.

60. Disclosure of financial information on the Company’s opera-
tions.

Observed Financial statements prepared in accor- dance with RAS 
and IFRS are disclosed annually. The quarterly statements 
prepared in accordance with RAS are disclosed in the 
issuer’s quarterly report. Financial statements prepared 
in accordance with IFRS are disclosed on a quarterly basis.

61. Use of additional forms and means of information disclo-
sure.

Observed The Company discloses information using all modern 
means in order to increase the transparency of its opera-
tions and provide shareholders and other stakeholders with 
free access to the most comprehensive information on its 
operating results.

62. The issuer must disclose information on the amount of re-
muneration received by members of the Board of Directors, 
members of the collective executive body and by the person 
who performs the duties of the sole executive body, includ-
ing the managing company and the manager.

Observed This information is disclosed in the Annual Report, in the 
Quarterly Report of the issuer and in the prospectus of the 
Company.

63. The Company must have an Internet website and regularly 
disclose information about the Company on this website

Observed Websites: 
http://www.bashneft.ru/ or http://www.bashneft.com
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No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

64. Internal documents of the Company must require the dis-
closure of information on the Company’s transactions with 
its senior managers as defined in the Charter, as well as on 
the Company’s transactions with organizations in cases 
if the Company’s senior managers own, directly or indirectly, 
20% or more of the authorized share capital of these organi-
zations or can exert significant influence by other means.

Partially observed Observed in the terms of compliance with requirements 
of the legislation on related-party transactions.

65. The Company must have an internal document approved 
by the Board of Directors that stipulates the use of mate-
rial information on the Company’s operations, shares and 
other securities of the Company, as well as on transactions 
in them if this information is not available to the public and 
its disclosure can have a significant impact on the market 
value of the Company’s shares or other securities.

Observed Stipulated by the Regulations on Information Policy and the 
Regulations on Insider Information.

66. Internal documents of the Company must require the 
disclosure of information on all transactions that may affect 
the market value of the Company’s shares.

Observed Stipulated by the Regulations on Insider Information.

67. Disclosure of information on the aims of placement 
of shares, on persons who are going to acquire these 
shares, including a major stake, as well as on participa-
tion of the Company’s senior managers in the acquisition 
of these shares.

Observed This information is disclosed in the issuing documents.

MONITORING FINANCIAL AND BUSINESS OPERATIONS

68. The Company must establish internal control procedures 
approved by the Board of Directors for monitoring the Com-
pany’s financial and business operations.

Partialy observed The Company’s financial and business operations are moni-
tored by the Internal Audit Unit.
The Company’s President has approved the Regulations 
on Internal Audit, the Rules for the organization and conduct 
of audit procedures, the Regulations on the Departments 
of the Internal Audit Unit, which determine the internal con-
trol sys- tem, the competence of structural depart- ments 
included in the internal control system and the procedure 
for their coop- eration.

69. The Company must have a special department that ensures 
compliance with internal control procedures (the control 
and audit service).

Partially observed The Company has established the Inter- nal Audit Unit, 
which comprises three departments:
1. The Internal Audit Department for Upstream Operations.
2. The Internal Audit Department for Refining and Com-
merce.
3. The Corporate Functions Department.
4. Department of Internal Control

70. Internal documents of the Company must require the Board 
of Directors to determine the structure and membership 
of the Company’s control and audit service.

Partially observed In accordance with the Company’s Charter, the Company’s 
Board of Directors approves the formation of the Company’s 
organizational structure and changes in it in accordance 
with the Rules for the Formation of Organizational Structure 
and Changes in It.

71. Any person found guilty of the following crimes may not 
serve in the Company’s control and audit service: financial 
crimes, crimes against the state and crimes against the 
interests of the civil sevice or local authorities. This is also 
applicable to persons who have faced an administrative 
penalty for any violation in the areas of entrepreneurship, 
finance, taxes and duties or the securities market

Observed The Company has taken measures to thoroughly examine 
this issue and does not have any information about such 
wrongdoings by the members of the Company’s Internal 
Audit Unit.
All the company’s employees are screened by the Security 
Unit when they are hired.

No. Provision of the Code
of Corporate Conduct

Observed/ 
Not observed

Notes/reason 
for non-observance

72. The Company’s control and audit service may not include 
persons who are members of the Company’s executive bod-
ies and who serve as employees, general directors (manag-
ers), members of the regulatory bodies or stakeholders 
of a legal entity competing with the Company.

Observed The Internal Audit Unit of JSOC Bashneft does not include 
such persons.

73. Internal documents of the Company must stipulate the 
deadlines for providing documents and materials to the 
control and audit service for the assessment of the financial 
and business operations. Internal documents must also 
stipulate responsibility of the Company’s executives and 
employees for failure to provide these documents within the 
deadlines.

Partially observed Internal Audit Department during inspections requests 
information and sets deadlines for information, depending 
on the volume of the requested information, the urgency 
of providing information. Clearly defined terms of provid-
ing information is not formalised in the internal documents 
of the Company.

74. Internal documents of the Company must stipulate the duty 
of the control and audit service to inform the audit commit-
tee or the Company’s Board of Directors (if there is no such 
committee) about any violations.

Observed In accordance with the Regulations on the Audit Committee, 
the Internal Audit Unit headed by the Company's Chief Audi-
tor submits reports on the results of conducted inspections 
to the Audit Committee of the Board of Directors.

75. The Company’s Charter must require the control and audit 
service to carry out a preliminary assessment of the feasi-
bility of operations that are not included in the financial and 
business plan of the Company (non-standard operations).

Partially observed The Charter does not directly require the Internal Audit 
Unit to carry out a preliminary assessment of the feasibility 
of operations that are not included in the financial and busi-
ness plan of the Company. However, such an assessment 
may be carried out if the Company’s management or col- 
lective regulatory bodies of the Company demand it.

76. Internal documents of the Company must stipulate the pro-
cedure for the approval of a non-standard operation by the 
Board of Directors.

Observed The section ‘Competence of the Board of Directors of the 
Company’ of the Charter of JSOC Bashneft specifies trans-
actions that may be made only after the Company’s Board 
of Directors approves them. The procedure for making such 
transactions is stipulated by the Charter and the Regula-
tions on the Board of Directors of the Company.

77. The Company must have an internal document approved 
by the Board of Directors that stipulates the procedure for 
conducting inspections of the Company’s financial and busi-
ness operations. The inspections are conducted by the Audit 
Commission.

Observed The Company has adopted the Regula- tions on the Audit 
Commission of JSOC Bashneft that are approved by the 
General Meeting of Shareholders of the Company. The 
Regulations stipulate in detail the functions and tasks of the 
Audit Commission and formalize its rights and duties

78. The Audit Committee carries out an assessment of the audi-
tor’s report before presenting it to the shareholders at the 
GMS.

Observed Stipulated by the Regulations on the Audit Committee of the 
Board of Directors of JSOC Bashneft.

DIvIDENDS

79. The Company must have an internal document approved 
by the Board of Directors that serves as the guidelines for 
the Board of Directors when adopting recommendations 
on the amount of dividends to be paid (Regulations on Divi-
dend Policy).

Observed The Regulations on Dividend Policy were approved by the 
Board of Directors in 2011

80. The Regulations on Dividend Policy must include the proce-
dure for determining the minimum portion of the Company’s 
net income to be allocated for dividend payment, as well 
as the conditions under which dividends on preferred shares 
are not paid or are paid in part. The amount of dividends 
on preferred shares is stated in the Company’s Charter.

Observed Stipulated by the Regulations on Dividend Policy.

81. The Company must publish information on its dividend 
policy and changes to it in the periodical that, in accordance 
with the Company’s Charter, publishes notifications of forth-
coming General Meetings of Shareholders. This information 
must also be published on the Company’s website.

Partially observed The Company does not publish information on its dividend 
policy and changes to it in the periodical that, in accordance 
with the Company’s Charter, publishes notifications of forth-
coming General Meetings of Shareholders.
The Regulations on Dividend Policy of the Company are 
published on the Company’s website.
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List of major and related-party transactions
The list of the Company’s transactions in the reporting year that qualify 
as major transactions under the Federal Law on Joint-Stock Companies, 
as well as other transactions that were approved under the procedure for 
approving major transactions, as stated in the Company’s Charter

In 2013 no major transactions were completed.

The list of the Company’s transactions in the reporting year which qualify 
as related- party transactions under the Federal Law on Joint Stock Com-
panies and which need to be approved by the Company’s authorized regula-
tory body in accordance with Chapter XI of the Federal Law on Joint-Stock 
Companies

Management body 
that made the deci-
sion on its approval

Subject of transaction Counterparties Valueof the transaction Persons recognized as inter-
ested in a transaction

General Meeting 
of Shareholders

Purchase and sale of 10,354,680 
(ten million three fifty-four 
thousand six hundred and eighty) 
ordinary registered uncertificated 
shares, state registration number 
1-01-14882-A and state registra-
tion number 1-01-14882-A-001D, 
which is 98 (ninety-eight)% of the 
share capital of JSC "UPC "

JSOC Bashneft (Seller) 
JSFC Sistema (Buyer)

not less than RUB 
6,200,000,000 (six billion 
two hundred million)

JSFC Sistema , JSOC 
Sistema-Invest, Bashneft 
Middle East Limited, JSOC 
Sistema-Finance 

General Meeting 
of Shareholders Supply of chemical products JSOC Bashneft (Supplier)  

Ufaorgsintez (Buyer)

Up to RUB 14.15 billion 
(fourteen billion one hun-
dred and fifty million)

JSFC Sistema, JSC "Siste-
ma-Invest”, Bashneft Middle 
East Limited, JSC "Finance 
System"

General Meeting 
of Shareholders Purchase and sale of crude oil JSOC Bashneft (Buyer)  

OJSC RussNeft (Supplier)
up to RUB 18 billion (Eigh-
teen billion)

JSFC Sistema, JSC "Siste-
ma-Invest”, Bashneft Middle 
East Limited, JSC "Finance 
System"

Board of directors
Purchase and sale of shares in the 
amount of 100% of the share capi-
tal and LLC "Bashneft-Trans"

“Bashneft" (Seller)  
"Financial Alliance" (Buyer)

RUB 92,000,000 (ninety-two 
million rubles)

JSFC Sistema, JSC "Siste-
ma-Invest”, Bashneft Middle 
East Limited, JSC "Finance 
System"

Board of directors Purchase and sale of real and 
personal property

“Bashneft" (Seller)  
LLC "Bisphenol" (Buyer)

not more than RUB 
423,125,000 (four hundred 
twenty three million one 
hundred twenty five thou-
sand) rubles, without VAT

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Supply of chemical products “Bashneft" (Supplier)  
JSC "Ufaorgsintez" (Buyer)

up to RUB 5,650,000,000 
(five billion six hundred and 
fifty million)

JSFC Sistema, JSC "Siste-
ma-Invest" Andreychenko KI, 
A.L. Korsik

Board of directors Lending
“Bashneft" (Lender)  
JSC "Sistema-Invest" (the 
borrower)

up to RUB 3,150,000,000 
(three billion one hundred 
and fifty million)

JSC "Sistema-Invest" JSFC 
Sistema, A.L. Korsik
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Management body 
that made the deci-
sion on its approval

Subject of transaction Counterparties Valueof the transaction Persons recognized as inter-
ested in a transaction

Board of directors Supply of petroleum and petro-
chemical products

“Bashneft" (Supplier)  
LLC "Bashneft-Polyus" 
(Buyer)

not more than RUB 3.1 
billion (three billion one 
hundred million) rubles

JSC "System - Invest" JSFC 
Sistema, JSC "Finance Sys-
tem" Brusilov EA Marchenko, 
IV, ME Stawski, A.L. Korsik

Board of directors

Purchase and sale of ordinary 
shares of "PMC" (State registra-
tion number 1-01-14882-A) in an 
amount of up to 8,000 shares with 
a par value of 1,000 rubles.each

“Bashneft" (Seller)  
JSC "Ufaorgsintez" (Buyer)

Not more than RUB 
8,000,000 (eight million) 
rubles

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik, 
FV Yevtushenko, Sergey 
Drozdov

Board of directors

Purchase and sale of preference 
shares (State registration. № 
2-01-30365-D) of "Ufaorgsintez" 
1800 Pieces par value of 1 ruble. 
Each

“Bashneft" (Seller)  
JSC "PMC" (Buyer)

Not more than RUB 
179,000 (One hundred 
seventy-nine thousand) 
rubles

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik, 
FV Yevtushenko, Sergey 
Drozdov

Board of directors

Purchase and sale of shares 
in the authorized capital of LLC 
"Shkapovskoe GPP" 100% of the 
nominal value of 10,000 rubles.

“Bashneft" (Seller)  
JSC "PMC" (Buyer)

RUB 19,300,000 (nineteen 
million three hundred 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik, 
FV Yevtushenko, Sergey 
Drozdov

Board of directors

Purchase and sale of shares 
in the authorized capital of LLC 
"Tuimazinskoye GPP" 100% of the 
nominal value of 10,000 rubles.

“Bashneft" (Seller)  
JSC "PMC" (Buyer)

RUB 18,400,000 (eigh-
teen million four hundred 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik, F.V 
Yevtushenko, Sergey Drozdov

Board of directors Purchase and sale of movable and 
immovable property

“Bashneft" (Seller) LLC 
"Shkapovskoe GPP" (Buyer)

RUB 457,830,000 (four 
hundred fifty seven millions 
eight hundred thirty thou-
sand) rubles

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

“Bashneft" (Seller) LLC "Tui-
mazinskoye GPP" (Buyer ")

RUB 828,490,000 (eight 
hundred twenty-eight mil-
lion four hundred ninety 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

“Bashneft" (Seller)  
JSC "Ufaorgsintez" (Buyer ")

RUB 8,279,000 (Eight mil-
lion two hundred seventy 
nine thousand) rubles

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik, F.V 
Yevtushenko, Sergey Drozdov

Board of directors Purchase and sale of crude oil for 
export

“Bashneft" (Seller)  
FE "Slavneftekhim" JSC (the 
Buyer)

up to 202,000,000.00 (two 
hundred two million U.S. 
dollars)

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema 
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Management body 
that made the deci-
sion on its approval

Subject of transaction Counterparties Valueof the transaction Persons recognized as inter-
ested in a transaction

Board of directors
Purchase and sale of the property 
complex of sanatorium and recre-
ation "Energetic"

Ltd. "Bashkirenergo" (Seller)  
“Bashneft" (Buyer)

Not more than RUB 
540,652,880 (five hundred 
forty million six hundred 
fifty-two thousand eight 
hundred and eighty) , 
including VAT

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Sistema 
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Lending
“Bashneft" (Lender)  
JSC "Sistema-Invest" (Bor-
rower)

RUB 6,573,000,000 (six bil-
lion five hundred seventy-
three million)

JSC "Sistema-Invest" JSFC 
Sistema, A.L. Korsik

Board of directors Lending
“Bashneft" (Lender)  
JSC "Sistema-Invest" (Bor-
rower)

up to RUB 4,231,500,000 
(four billion two hundred 
thirty-one million five 
hundred thousand)

JSC "Sistema-Invest" JSFC 
Sistema, A.L. Korsik

Board of directors

Risk insurance property liability 
“Bashneft", subsidiaries and af-
filiates of OAO "Bashneft" (SA), 
in which it owns directly or indi-
rectly more than 50% of shares 
(shares) in the authorized capital, 
as well as individuals, mem-
bers of the management bodies 
“Bashneft" and SAC and / or their 
officials are

“Bashneft" (the policyholder)  
OJSC IC "Alliance" (the 
insurer)

not more than 175,000 
(One hundred seventy five 
thousand) U.S. dollars

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, A.L. Korsik

Board of directors Supply of petroleum products and 
petrochemicals to the Purchaser

“Bashneft" (Supplier) 
JSC "SG-trading" (Buyer)

not more than RUB 
100,000,000 (one hundred 
million)

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Supply of chemical products
“Bashneft" (Supplier) 
LLC "Tuimazinskoye GPP" 
(Buyer)

up to RUB 3,000,000,000 
(three billion)

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Supply of chemical products
“Bashneft" (Supplier) 
LLC "Shkapovskoe GPP" 
(Buyer)

up to RUB 3,000,000,000 
(three billion)

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale of 100% stake 
in the charter capital of LLC 
"Bashneft-Service Assets"

“Bashneft" (Seller) 
JSFC Sistema (Buyer)

not less than RUB 4.1 
billion (four billion one 
hundred million) 

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, Buyanov, A. 
Goncharuk, S. Drozdov, 
Yevtushenko FV, Rozanov VV, 
A.L. Korsik



List of major and related-party transactions

Annual report JSOC Bashneft 2013 234

List of major and related-party transactions

Annual report JSOC Bashneft 2013235

AB
O

U
T 

TH
E 

C
O

M
PA

N
Y

AP
PE

N
D

IC
ES

O
P

ER
AT

IN
G

 R
ES

U
LT

S 
C

O
R

P
O

R
AT

E 
G

O
VE

R
N

AN
C

E 
IN

FO
R

M
AT

IO
N

 F
O

R
 

SH
AR

EH
O

LD
ER

S 
AN

D
 IN

VE
ST

O
R

S

Management body 
that made the deci-
sion on its approval

Subject of transaction Counterparties Valueof the transaction Persons recognized as inter-
ested in a transaction

Board of directors
Purchase and sale 0.57421% 
stake in the authorized capital 
of LLC "Bashneft-Drilling"

“Bashneft" (Seller) 
Ltd. "Ufa UPKRS" (Buyer)

not less than RUB 
13,000,000 (thirteen mil-
lion) 

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale 0.00031% 
stake in the authorized capital 
of LLC "ATB" Bashneft "

“Bashneft" (Seller) 
LLC "NZNO" (Buyer)

not less than RUB 300 
(three hundred) 

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Sistema 
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale 0.57967% 
stake in the authorized capital 
of LLC "Arlan DRC"

“Bashneft" (Seller) 
LLC "YAUNSM" (Buyer)

not less than RUB 600,000 
(six hundred thousand

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale 0.00017% 
stake in the authorized capital 
of LLC "Arlan UTT"

“Bashneft" (Seller) 
LLC "ATB" Bashneft "(Buyer)

not less than RUB 300 
(three hundred) 

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Sistema 
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale 0.80362% 
stake in the authorized capital 
of LLC "BURS"

“Bashneft" (Seller) 
Ltd. "Ufa UPKRS" (Buyer)

not less than RUB 
1,000,000 (one million) 

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale 0.00015% 
stake in the authorized capital 
of LLC "NZNO"

“Bashneft" (Seller) 
LLC "Bashneft-Drilling" 
(Buyer)

not less than RUB 600 (six 
hundred).

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Sistema 
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Buying and selling 0.3912% stake 
in the authorized capital of LLC 
"OZNPO"

“Bashneft" (Seller) 
LLC "NZNO" (Buyer)

not less than RUB 
1,600,000 (one million six 
hundred thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Buying and selling 0.0008% stake 
in the authorized capital of LLC 
"October UTT"

“Bashneft" (Seller) 
LLC "ATB" Bashneft "(Buyer)

at least RUB 3000 (three 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale 0.00004% 
stake in the authorized capital 
of LLC "Transkhim"

“Bashneft" (Seller) 
LLC "ATB" Bashneft "(Buyer)

not less than RUB 100 (one 
hundred)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Sistema 
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors
Purchase and sale 0.00322% 
stake in the authorized capital 
of LLC "Ufa UPKRS"

“Bashneft" (Seller) 
LLC "Bashneft-Drilling" 
(Buyer)

at least RUB 3000 (three 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Middle 
East Limited, A.L. Korsik

Management body 
that made the deci-
sion on its approval

Subject of transaction Counterparties Valueof the transaction Persons recognized as inter-
ested in a transaction

Board of directors
Buying and selling 0.0001% stake 
in the authorized capital of LLC 
"YAUNSM"

“Bashneft" (Seller) 
LLC "Arlan DRC" (Buyer)

not less than RUB 300 
(three hundred) 

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Sistema 
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "Bashneft-Drilling" 
(Buyer) 
“Bashneft" (Seller)

RUB 174,323,610 (one hun-
dred seventy-four million 
three hundred twenty-three 
thousand six hundred and 
ten) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "BURS" (Buyer), JSC 
"Bashneft" (Seller)

RUB 53,681,510 (fifty-three 
million six hundred eighty-
one thousand five hundred 
ten) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "NZNO" (Buyer) 
“Bashneft" (Seller)

RUB 328,744,650 (three 
hundred twenty-eight mil-
lion seven hundred forty-
four thousand six hundred 
and fifty) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "OZNPO" (Buyer) 
“Bashneft" (Seller)

RUB 218,597,430 (two 
hundred eighteen million 
five hundred ninety-seven 
thousand four hundred and 
thirty)

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "Arlan DRC" (Buyer) 
“Bashneft" (Seller)

RUB 42,303,552 (forty-two 
million three hundred and 
three thousand five hun-
dred fifty-two) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "Arlan UTT" (Buyer), 
JSC "Bashneft" (Seller)

RUB 143,911,600 (one 
hundred forty-three million 
nine hundred eleven thou-
sand six hundred) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "ATB" Bashneft "(Buyer), 
JSC" Bashneft "(Seller)

RUB 55,778,288 (fifty-five 
million seven hundred 
seventy-eight thousand two 
hundred eighty-eight)

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

Ltd. "October UTT" (Buyer) 
“Bashneft" (Seller)

RUB 159,191,480 (one 
hundred fifty-nine million 
one hundred ninety-one 
thousand four hundred and 
eighty) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik
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Management body 
that made the deci-
sion on its approval

Subject of transaction Counterparties Valueof the transaction Persons recognized as inter-
ested in a transaction

Board of directors Purchase and sale of movable and 
immovable property

LLC "Transkhim" (Buyer) 
“Bashneft" (Seller)

RUB 275,121,390 (two hun-
dred seventy-five million 
one hundred twenty-one 
thousand three hundred 
and ninety) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

LLC "YAUNSM" (Buyer) 
“Bashneft" (Seller)

RUB 207,014,040 (two hun-
dred seven million fourteen 
thousand and forty) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Purchase and sale of movable and 
immovable property

Ltd. "Ufa UPKRS" (Buyer) 
“Bashneft" (Seller)

RUB 72,199,790 (seventy-
two million one hundred 
ninety-nine thousand seven 
hundred and ninety) 

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors Lending
“Bashneft" (Lender) 
Bashneft Investments 
SA (Borrower)

250,000,000 (two hundred 
and fifty million U.S. dol-
lars)

JSFC Sistema, JSC "Siste-
ma-Invest", JSC "Sistema-
Finance”, Bashneft Middle 
East Limited, A.L. Korsik

Board of directors

Provision of an unconditional and 
irrevocable guarantee by ANK 
"Bashneft" Myanmar Oil and 
Gas Enterprise (MOGE) and the 
Ministry of Energy of the Govern-
ment of the Union of Myanmar 
to ensure fulfillment of obligations 
under the Production Sharing 
Agreement (Production Shar-
ing Contract) for the exploration 
and production of hydrocarbons 
in Block EP-4 in the Republic 
of Union of Myanmar, 100% 
subsidiary of JSC "Bashneft" com-
pany Bashneft International BV

“Bashneft" (Guarantor) 
Bashneft International 
BV (The Principal and the 
beneficiary) 
Myanmar Oil and Gas Enter-
prise (MOGE), the Ministry 
of Energy of the Government 
of the Union of Myanmar 
(Beneficiaries)

77,000,000 (seventy-seven 
million U.S. dollars)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, Krasnevsky YS, 
A.L. Korsik

Board of directors Providing target loan with issuing 
tranches with an early redemption

Bashneft International 
BV (the Borrower) 
“Bashneft" (Lender)

not more than 87,000,000 
(eighty-seven million U.S. 
dollars)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, as well as a mem-
ber of the Board of JSC 
"Bashneft" Krasnevsky YS, 
A.L. Korsik

Board of directors Lending
“Bashneft" (the lender) 
SIVIERA INVEST LTD.(Bor-
rower)

Max 17,000,000 (seventeen 
million U.S. dollars)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, A.L. Korsik

Board of directors

Risk insurance property liability 
“Bashneft", subsidiaries and af-
filiates of OAO "Bashneft" (SA), 
in which it owns directly or indi-
rectly more than 50% of shares 
(shares) in the authorized capital, 
as well as individuals, mem-
bers of the management bodies 
“Bashneft" and SAC and / or their 
officials are

“Bashneft" (the policyholder) 
OJSC "SOGAZ" (the insurer)

not more than 660,000 (six 
hundred sixty thousand 
U.S. dollars)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, A.L. Korsik

Management body 
that made the deci-
sion on its approval

Subject of transaction Counterparties Valueof the transaction Persons recognized as inter-
ested in a transaction

Board of directors Buying and selling property
LLC "Bashneft-Extraction" 
(Seller) 
“Bashneft" (Buyer)

not more than RUB 
662,000,000 (six hundred 
sixty-two million)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, A.L. Korsik

Board of directors Buying and selling property LLC "Geoneft" (Seller) 
“Bashneft" (Buyer)

not more than RUB 
1,621,000,000 (one billion 
six hundred twenty-one 
million)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, A.L. Korsik

Board of directors Buying and selling property LLC "Mobel-oil" (Seller) 
“Bashneft" (Buyer)

not more than RUB 
264,000,000 (two hundred 
sixty-four million) 

JSC "Sistema-Invest" JSFC 
Sistema, JSC "SistemaFi-
nance”, Bashneft Invest-
ments SA, A.L. Korsik

Board of directors
Perform current and workover 
various purposes after drilling and 
development, reconstruction

“Bashneft" (Customer) 
LLC "Bashkir workover 
control" (Contractor)

up to RUB 284,589,000 (two 
hundred eighty-four million 
five hundred eighty-nine 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Finance Sys-
tem", Bashneft Investments 
SA, A.L. Korsik

Board of directors
Perform current and workover 
various purposes after drilling and 
development, reconstruction

“Bashneft" (Customer) 
Ltd. "Ufa management 
underground and workover" 
(Contractor)

up to RUB 797,474,000 
(seven hundred ninety-
seven million four hundred 
seventy-four thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Finance Sys-
tem", Bashneft Investments 
SA, A.L. Korsik

Board of directors Transport Support “Bashneft"
“Bashneft" (Customer) 
LLC "Transkhim" (Contrac-
tor)

up to RUB 4,051,284,000 
(four billion fifty-one 
million two hundred eighty-
four thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Finance Sys-
tem", Bashneft Investments 
SA, A.L. Korsik

Board of directors Construction of exploratory wells
“Bashneft" (Customer) 
LLC "Bashneft-Drilling" 
(Contractor)

not more than RUB 
2,706,341,000 (two billion 
seven hundred and six 
million three hundred 
forty-one thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Finance Sys-
tem", Bashneft Investments 
SA, A.L. Korsik

Board of directors Drilling of production wells
“Bashneft" (Customer) 
LLC "Bashneft-Drilling" 
(Contractor)

up to RUB 7,187,819,000 
(seven billion one hundred 
eighty-seven million 
eight hundred nineteen 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Finance Sys-
tem", Bashneft Investments 
SA, A.L. Korsik

Board of directors Reconstruction of wells by drilling 
a sidetrack

“Bashneft" (Customer) 
LLC "Bashneft-Drilling" 
(Contractor)

up to RUB 569,870,000 (five 
hundred sixty-nine million 
eight hundred seventy 
thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Finance Sys-
tem", Bashneft Investments 
SA, A.L. Korsik

Board of directors Well deepening
“Bashneft" (Customer) 
LLC "Bashneft-Drilling" 
(Contractor)

up to RUB 820,588,000 
(eight hundred and twenty 
million five hundred eighty-
eight thousand)

JSC "Sistema-Invest" JSFC 
Sistema, JSC "Finance Sys-
tem", Bashneft Investments 
SA, A.L. Korsik
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Glossary of terms abbreviation 

ASCEM Automatic system for commercial energy metering

ASTEM Automatic system for technical energy metering

BPS Booster pump station

CAPEX Capital expenditure

CDU TEK Central Dispatching Department of the Fuel and Energy Complex

CGS Central Gathering Station

CDP (Common depth point) 2D or 3D seismic survey involving the use of the common depth point method

Credit rating An assessment of the credit worthiness of an individual, company, region, or country.

D&O Directors and officers liability insurance

Depletion rate An indicator characterizing the degree of depletion of reserves at a specific subsoil area.

Development licence Under legislation on mineral resources, this is a special government permission (licence) granting mineral 
rights.

Downstream Refining and marketing unit

EBITDA Earnings before Interest, Taxes, Depreciation and Amortization

Field facilities construction Construction, installation, organizational and technical measures for ensuring efficient and safe field develop-
ment.

FSFR Federal Financial Markets Service

GPP Gas processing plant

Hedging Insurance, reduction of risk from losses caused by unfavourable changes in market prices for goods, as com-
pared to the prices considered when signing a contract.

HSE Health, safety and environment

IT Information technologies

KPI Key performance indicator

M&A Mergers and acquisitions

Nelson Index A measure of the complexity of technological processes at the oil refinery

Net debt Total debt less cash and cash equivalents and short-term investments.

Oil sludge Complex physical and chemical mixtures that consist of petroleum products, mechanical admixtures (such 
as clay, metal oxides and sand) and water.

PRMS international standards International classification and evaluation of hydrocarbon reserves using PRMS criteria (the Petroleum Re-
sources Management System)

R&D Research and development

Refining depth An output (percentage by weight) of commercial petroleum products at the refinery excluding production vol-
umes of furnace fuel oil and irrecoverable losses.

ROSK Sulphuric acid regeneration unit

Seismic surveys Geophysical methods of exploring the earth’s crust, based on studying artificially generated elastic waves.

SITI System for Innovative Technology Implementation

SNG Stable natural gasoline

SR Social Responsibility

TGP Target Gas Programme

Total debt The total amount of long-term and short-term loans and credits

Upstream Exploration and production unit

USKA Sulphuric acid alkylation unit

VGO Vacuum gas oil

VIC Vertically integrated oil company

Well production rate The volume of fluid produced from a well per unit of time

Other

General information: the Group’s profile

Date of the state registration of Joint-stock Oil Company Bashneft and registration number:
·  Date of the state registration of the company as a legal entity: January 13, 1995.
·  Number of the decision on the state registration: 60.
·  The date of entry into the Uniform State Register of Legal Entities as a legal entity registered prior to July 1, 2002: October 

15, 2002.
·  Series and number of the certificate confirming the legal entity is recorded in the Uniform State Register of Legal Entities 

as a legal entity registered prior to July 1, 2002: Series 02 No. 004176539.
·  Primary State Registration Number under which the record on the establishment of the company was made in the Uniform 

State Register of Legal Entities: 1020202555240.

Main types of the Company’s operations:
·  production of crude oil and natural gas, provision of related services;
·  production of associated gas and gas condensate;
·  manganese ore production and processing;
·  peat extraction and production of other minerals;
·  industrial production of petroleum products, petrochemicals and chemicals;
·  oil and natural gas refining, manufacture and sale of petrochemical products;
·  procurement and sales (including creation of the Company’s own sales outlets) of industrial and technical products (including 

crude oil, petroleum products and petrochemicals), cars and other motor vehicles, as well as spare parts and components 
for them;

·  organization, maintenance and operation of gas and petrol stations.



Other

Annual report JSOC Bashneft 2013 240

Contact details
Full name of the Company: Joint-Stock Oil Company Bashneft
Short name: JSOC Bashneft

Location:
30, bldg. 1, Karl Marx Street, the city of Ufa, 
Republic of Bashkortostan, 
450077, Russian Federation

Information Service of the Company:
Т: +7 (347) 261-61-61
T: +7 (495) 228-22-00

Contacts in Moscow:
Т: +7 (495) 228-22-00
F: +7 (495) 228-15-97
Location: 5, 1-st Tverskaya-yamskaya Street, Moscow, 
125047, Russian Federation.

For shareholders:
Shareholder Relations:
Corporate Relations Department of JSOC Bashneft
T: +7 (495) 228-15-96, +7 (347) 361-61-33
F: +7 (495) 279-74-19
Email: pharkhutdinovaRV@bashneft.ru

For institutional investors:
Investor Relations Department of JSOC Bashneft
Т: +7 (495) 228-15-96
F: +7 (495) 228-15-97
Email: ir@bashneft.ru

The Company’s auditor under RAS:
ZAO BDO
Address: 125, bldg. 1, Section 11, Varshavskoye Highway,  
Moscow, 117587, Russian Federation
T: +7 (495) 797-56-65
F: +7 (495) 797-56-60
E-mail: reception@bdo.ru

The Company’s auditor under IFRS:
ZAO Deloitte & Touche CIS
Address: 5, Lesnaya Street, Moscow, 125047, 
Russian Federation
Т: +7 (495) 787-06-00
F:  +7 (495) 787-06-01
Email: mbolan@deloitte.ru

The Company’s Registrar:
OJSC Reestr
Address: 3 bld.2, Zubovskaya Square, Moscow, 119021, 
Russian Federation
Т: +7 (495) 617-01-01
Т: +7 (495) 680-80-01
Email: reestr@aoreestr.ru

The Company’s website: www.bashneft.com

Month and year of publication
June 2014

www.bashneft.com
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