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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 relation 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 understandable 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 position 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:

S

A.L. KdTefk

President

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 Oll
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 enable 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
assurance 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 financial 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 statements 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 accounting 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.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited

by guarantee, and its network of member firms, each of which is a legally separate and independent

entity. Please see www.deloitte.com/about for a detailed description of the legal structure of Deloitte Touche
Tohmatsu Limited and its member firms. Please see www.deloitte.com/ru/about for a detailed description

of the legal structure of Deloitte CIS.

© 2014 ZAO Deloitte & Touche CIS. All rights reserved

Member of Deloitte Touche Tomatsu Limited



Opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position 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.

(Certificate n0.01-00%f

o
O

The Entity:Joint Stock Oil Company Bashneft

Order No 60, issued by the Administration of the Kirov District of the
city of Ufa, the Republic 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 Ne 018.482, issued by the Moscow
Registration Chamber on 30.10.1992.

Certificate of registration in the Unified State Register
Ne 1027700425444 of 13.11.2002, issued by Moscow Interdistrict
Inspectorate of the Russian Ministry of Taxation Ne 39.

Certificate of membership in «NP «Audit Chamber of Russia»
(auditors’ SRO) of 20.05.2009 Ne 3026, ORNZ 10201017407.



BASHNEFT GROUP

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
CONTINUING OPERATIONS
Revenue 6

Export tariffs and excise

Cost of purchased crude oil, gas and petroleum products

Taxes other than income tax 8
Production and operating expenses

Transportation expenses

Depletion and depreciation

Selling, general and administrative expenses

Other operating expenses, net

Operating profit

Impairment of investment in associate 12
Finance income 9
Finance costs 9

Foreign exchange gain/(loss), net
Share of profit/(loss) of associates and joint ventures, net of
income tax 12

Profit before income tax
Income tax 10

Profit for the year from continuing operations
DISCONTINUED OPERATIONS
Profit for the year from discontinued operations 18
Profit for the year
Other comprehensive income, net of income tax
Item that will not be reclassified subsequently to profit or loss
Remeasurement of post-employment benefit obligation
Other comprehensive income/(loss), net of income tax
Total comprehensive income for the year

Profit for the year attributable to:

Owners of the Company
Non-controlling interests

Total comprehensive income for the year attributable to:

Owners of the Company
Non-controlling interests

EARNINGS PER SHARE

Weighted average number of ordinary shares in issue
during the year 19

From continuing and discontinued operations
Basic and diluted earnings per share attributable to
shareholders of the parent company (Russian roubles per
share)

From continuing operations
Basic and diluted earnings per share attributable to
shareholders of the parent company (Russian roubles per
share)

Year ended Year ended Year ended
31 December 31 December 31 December
2013 2012 2011
563,296 532,502 486,328
(160,255) (144,307) (124,329)
(126,438) (124,857) (117,363)
(69,405) (66,709) (60,302)
(59,883) (53,365) (49,887)
(28,280) (26,784) (23,152)
(20,028) (18,377) (18,097)
(15,063) (16,085) (14,549)
(2,523) (1,430) (2,847)
81,421 80,588 75,802
(15,752) - -
5,163 4,808 2,179
(9,460) (11,883) (14,926)
1,094 107 (379)
492 (361) 2,211
62,958 73,259 64,887
(16,559) (16,469) (15,098)
46,399 56,790 49,789

- - 3,546

46,399 56,790 53,335
37 (220) (43)

37 (220) (43)
46,436 56,570 53,292
46,170 52,291 49,886
229 4,499 3,449
46,399 56,790 53,335
46,205 52,088 49,846
231 4,482 3,446
46,436 56,570 53,292
157,085,505 151,224,401 152,275,527
242.06 285.10 266.92
242.06 285.10 260.21

The accompanying notes on pages 9-69 form an integral part of these consolidated financial statements.
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BASHNEFT GROUP

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2013, 2012 AND 2011
Millions of Russian roubles

ASSETS
Non-current assets

Property, plant and equipment

Notes

11

Advances paid for acquisition of property, plant and equipment

Intangible assets

Financial assets

Investments in associates and joint venture
Long-term inventories

Other non-current assets

Current assets

Inventories

Financial assets

Trade and other receivables

Advances to suppliers and prepaid expenses
Income tax prepaid

Other taxes receivable

Cash and cash equivalents

Other current assets

Assets classified as held for sale
TOTAL ASSETS

EQUITY AND LIABILITIES
Capital and reserves

Share capital

Treasury shares
Additional paid-in capital
Retained earnings

Equity attributable to owners of the Company
Non-controlling interests

Non-current liabilities

Borrowings
Decommissioning provision
Deferred tax liabilities
Other non-current liabilities

Current liabilities

Borrowings

Trade and other payables
Dividends payable
Advances received
Provisions

Income tax payable
Other taxes payable

Liabilities directly associated with assets classified as

held for sale
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

13
12
14

14
13
15

24
16

17

19

20
21
10
22

20
23
19
25

24

17

31 December

31 December

31 December

2013 2012 2011
277,369 277,149 253,757
805 632 1,643
1,981 1,830 1,516
4,019 29,318 4,981
18,848 28,619 35,532
3,022 2,351 2,006
380 1,998 105
306,424 341,897 299,540
21,450 23,839 24,073
5,066 18,635 34,546
27,317 28,366 16,398
5,906 5,649 5,087
289 2,485 426
25,990 22,534 28,511
16,395 20,104 28,354
- - 43
102,413 121,612 137,438
38,962 - -
447,799 463,509 436,978
2,501 2,501 2,252
(38,147) (38,147) (13,241)
72,682 83,651 34,736
199,131 194,975 156,870
236,167 242,980 180,617
155 4,928 46,312
236,322 247,908 226,929
78,902 78,201 95,454
6,145 7,083 9,507
33,489 37,561 30,487
6,164 5,931 763
124,700 128,776 136,211
11,914 32,007 13,532
50,372 28,942 23,383
275 224 259
12,066 14,156 17,084
895 718 3,243

32 393 1,345
10,340 10,385 14,992
85,894 86,825 73,838
883 - -
211,477 215,601 210,049
447,799 463,509 436,978

The accompanying notes on pages 9-69 form an integral part of these consolidated financial statements.
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BASHNEFT GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011
Millions of Russian roubles

Year ended Year ended Year ended
31 December 31 December 31 December
Notes 2013 2012 2011
OPERATING ACTIVITIES
Profit before income tax from continuing and
discontinued operations 62,958 73,259 69,270
Adjustments for':
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

! Adjustments are presented for continuing and discontinued operations on a combined basis.

The accompanying notes on pages 9-69 form an integral part of these consolidated financial statements.
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BASHNEFT GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011
Millions of Russian roubles

Year ended Year ended Year ended
31 December 31 December 31 December
Notes 2013 2012 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 equivalents held in foreign currencies 170 152 (275)
Cash and cash equivalents at end of the year 16 16,395 20,104 28,354

The accompanying notes on pages 9-69 form an integral part of these consolidated financial statements.
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BASHNEFT GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

Millions of Russian roubles

Balance at 1 January 2011

Profit for the year
Other comprehensive income

Total comprehensive income for the year

Result from disposal of Bashkirenergo in exchange of
additional interest in Sistema-invest

Non-controlling interests arising on acquisition and establishment of
subsidiaries

Dividends

Disposal of structured entities

Balance at 31 December 2011

Profit for the year
Other comprehensive income

Total comprehensive income for the year

Result of mandatory shares buy-back preceding Group
reorganization

Transactions with the Controlling shareholder

Effect on reorganisation of the Group

Purchase of treasury shares

Dividends

Other equity transactions

Balance at 31 December 2012

Profit for the year
Other comprehensive income

Total comprehensive income for the year

Transactions with the Controlling shareholder
Acquisition of additional interests in subsidiaries
Dividends

Other equity transactions

Balance at 31 December 2013

Notes

4,18

19

4,26,19

19

18

19

Equity
attributable

Share Treasury Additional Retained to owners of Non-controlling
capital shares paid-in capital earnings the Company interests Total
2,252 (7,444) 34,736 131,222 160,766 82,819 243,585
- - - 49,886 49,886 3,449 53,335
- - - (40) (40) 3 (43)
- - - 49,846 49,846 3,446 53,292
- (5,797) - 1,122 (4,675) (41,062) (45,737)
- - - - - 287 287
- - - (25,320) (25,320) (61) (25,381)
- - - - - 883 883
2,252 (13,241) 34,736 156,870 180,617 46,312 226,929
- - - 52,291 52,291 4,499 56,790
- - - (203) (203) (17) (220)
- - - 52,088 52,088 4,482 56,570
- (11,070) - 4,252 (6,818) (12,216) (19,034)
- 2,977 67 - 3,044 3,472 6,516
249 (12,186) 48,594 - 36,657 (36,657) -
- (4,627) - - (4,627) - (4,627)
- - - (18,235) (18,235) (54) (18,289)
- - 254 - 254 (411) (157)
2,501 (38,147) 83,651 194,975 242,980 4,928 247,908
- - - 46,170 46,170 229 46,399
- - - 35 35 2 37
- - - 46,205 46,205 231 46,436
- - (10,455) - (10,455) (5,004) (15,459)
- - - 483 483 (1,017) (534)
- - - (42,533) (42,533) (15) (42,548)
- - (514) 1 (513) 1,032 519
2,501 (38,147) 72,682 199,131 236,167 155 236,322

The accompanying notes on pages 9-69 form an integral part of these consolidated financial statements.
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BASHNEFT GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

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 petroleum 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

31 December 31 December 31 December

Company Principal activities 2013 2012 2011
LLC Bashneft-Dobycha Production of crude oil and

gas 100% 100% 100%
LLC Bashneft-Udmurtia Petroleum products trading
(merged with LLC Bashneft-
Region) 100% 100% 100%
LLC Bashneft-Bureniye Construction services * 100% 100%
0OJSC Ufaorgsintez Production of petrochemicals ** 67% 66%
0OJSC Ufimsky refinery plant Crude oil processing *kk Fokk 66%
0OJSC Novaoil Crude oil processing *kk Fokk 72%
0OJSC Ufaneftekhim Crude oil processing *kk rkx 63%
OJSC Bashkirnefteproduct Petroleum products trading Fhk rkk 64%
OJSC Orenburgnefteproduct ~ Petroleum products trading Fhk rkk 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 (“Novoil”),
OJSC Ufaneftekhim (“Ufaneftekhim”), OJSC Bashkirnefteprodukt (“Bashkirnefteproduct”) and

0JSC 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 ultimate controlling party of Bashneft Group is Mr. Vladimir P. Evtushenkov.



BASHNEFT GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

Going concern

In assessing its going concern status, the Group has taken into account its financial position,
anticipated future trading performance, 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 financial 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 mentioned 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 comprehensive 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 settlements;

. 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.
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BASHNEFT GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011
Millions of Russian roubles

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 Year ended Year ended
31 December 31 December 31 December
2013 2012 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.

IAS 27 Consolidated and Separate Financial Statements (“IAS 27”) — Amendments to modify the
consolidation principles in accordance with IFRS 10 Consolidated Financial Statements (“IFRS 10”).
The revised IAS 27 deals only with accounting for subsidiaries, associates and joint ventures in the
separate financial statements of the parent company. The application of the amendments 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 associates 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 control 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 adoption
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
arrangements. 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 comprehensive income.

IFRS 12 Disclosure of Interests in Other Entities (“‘IFRS 12”) — IFRS 12 was issued in May 2011 and

provides disclosure requirements for interest in subsidiaries, associates, joint ventures and
unconsolidated structured entities.
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BASHNEFT GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

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:

Effective for
annual periods
beginning

Standards and Interpretations

on or after

IAS 32 Financial Instruments: Presentation (amended) — Amendments to application
guidance on the offsetting of financial assets and financial liabilities

IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: Disclosures (amended) —
Amendments to transition disclosures

IFRS 10 Consolidated Financial Statements (amended) — Amendments for investment entities

IFRS 12 Disclosure of Interests in Other Entities (amended) — Amendments for investment
entities

IAS 27 Separate Financial Statement (amended) — Amendments for investment entities

IAS 36 Impairment of assets (amended) — Amendments on recoverable amount disclosure

IAS 39 Financial instruments: Recognition and Measurement — Amendment to “Novation of
derivatives”

IFRIC 21 Levies (issued) — an interpretation on the accounting for levies imposed by
governments

IFRS 9 Financial Instruments — Amendments to simplify the mixed measurement model and to
establishes two primary measurement categories for financial assets

IAS 19 Employee Benefits — Amendments to contributions from employees or third parties

Annual improvements to IFRSs 2010-2011 and 2011- 2013 Cycles

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 2014

1 January 2015
1 January 2014

1 January 2014
1 January 2014
1 January 2014
1 January 2014

1 January 2014

to be determined

1 July 2014
1 July 2014

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.
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BASHNEFT GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2013, 2012 AND 2011

Basis of consolidation

The consolidated financial statements incorporate financial statements of the Company and entities
(including structured entities) 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.

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 consolidation.

Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business combination 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