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Independent Auditor’s Report

To the Shareholders and Board of Directors of Joint Stock Company “NOVATEK”:

Qualified opinion

In our opinion, except for the effects of the matter described in the Basis for qualified opinion section of our report
the disclosable consolidated financial statements of Joint Stock Company “NOVATEK” and its subsidiaries
(together — the “Group”) for the year ended 31 December 2023, are prepared, in all material respects, in
accordance with the basis of preparation described in Note 2 to the disclosable consolidated financial statements.

What we have audited

The Group’s disclosable consolidated financial statements comprise:

¢ the disclosable consolidated statement of financial position as at 31 December 2023;

¢ the disclosable consolidated statement of income for the year then ended;

e the disclosable consolidated statement of comprehensive income for the year then ended;
e the disclosable consolidated statement of cash flows for the year then ended;

o the disclosable consolidated statement of changes in equity for the year then ended; and

e the notes to the disclosable consolidated financial statements, which include material accounting policy
information and other explanatory information.

Basis for qualified opinion

The management of the Group has not presented any comparative information in the disclosable consolidated
financial statements for the year ended 31 December 2023, as stated in Note 2 to the disclosable consolidated
financial statements. Exclusion of comparative information is not provided by the regulations of the Russian
Federation referred to in the basis of preparation described in Note 2 to the disclosable consolidated financial
statements, based on which the management of the Group has decided on preparation of the disclosable
consolidated financial statements and on composition of the information, disclosure of which can cause damage to
the Group and (or) its counterparties. The comparative information not presented by the management of the Group
is unduly voluminous in relation to this auditor’s report, therefore inclusion of such unpresented information in this
auditor’s report is not practicable.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the disclosable consolidated
financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
qualified opinion.

Independence

We are independent of the Group in accordance with the International Code of Ethics for Professional Accountants
(including International Independence Standards) issued by the International Ethics Standards Board for
Accountants (IESBA Code) and the ethical requirements of the Auditor’s Professional Ethics Code and Auditor’s
Independence Rules that are relevant to our audit of the disclosable consolidated financial statements in the
Russian Federation. We have fulfilled our other ethical responsibilities in accordance with these requirements and
the IESBA Code.
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Emphasis of matter — Basis of preparation

We draw attention to Note 2 to the disclosable consolidated financial statements, which describes the basis of
preparation. The disclosable consolidated financial statements are prepared to present the consolidated financial
position and consolidated financial results of the Group, disclosure of which does not cause damage to the Group
and (or) its counterparties. As a result, the disclosable consolidated financial statements may not be suitable for
another purpose.

Disclosable consolidated financial statements do not comprise financial statements prepared in accordance with
IFRS Accounting Standards since the disclosable consolidated financial statements, prepared with exclusion of
certain information, do not contain all information which is required to be disclosed in accordance with IFRS
Accounting Standards.

Our opinion is not modified in respect of this matter. Though we draw attention to the matter described in the Basis
for qualified opinion section of our report.

Other matter

The Group has prepared a separate set of consolidated financial statements for the year ended 31 December 2023
in accordance with IFRS Accounting Standards, on which we issued a separate auditor's report to the
Shareholders and Board of Directors of Joint Stock Company “NOVATEK” dated 6 February 2024.

Other information

Management is responsible for the other information. The other information comprises the Securities Issuer’s
Report for the 12 months 2023 (but does not include the disclosable consolidated financial statements and our
auditor’s report thereon), which is expected to be made available to us after the date of this auditor’s report.

Our opinion on the disclosable consolidated financial statements does not cover the other information and we will
not express any form of assurance conclusion thereon.

In connection with our audit of the disclosable consolidated financial statements, our responsibility is to read
the other information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the disclosable consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

When we read the Securities Issuer’s Report for the 12 months 2023, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with governance.

Responsibilities of management and those charged with governance for the disclosable consolidated
financial statements

Management is responsible for the preparation of the disclosable consolidated financial statements in accordance
with the basis of preparation described in Note 2 to the disclosable consolidated financial statements, for
determining that the basis of preparation is acceptable in the circumstances, and for such internal control as
management determines is necessary to enable the preparation of disclosable consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the disclosable consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

11
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Auditor’s responsibilities for the audit of the disclosable consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the disclosable consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these disclosable consolidated
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the disclosable consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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
Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
disclosable consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the disclosable consolidated financial statements. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate threats or
safeguards applied.

The certified auditor responsible for the audit resulting in this independent auditor’s report is Kriventsev Evgenii
Nikolaevich.

“Technologre t — Audit” (Principal Registration Number of the Record in the Register of Auditors and Audit
Organizations (PRNR) — 12006020338), certified auditor (PRNR — 21906099944)
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PAO NOVATEK

Disclosable Consolidated Statement of Financial Position

(in millions of Russian roubles)

ASSETS
Non-current assets

Notes At 31 December 2023

Property, plant and equipment 3 1,159,138
Investments in joint ventures 618,066
. Long-term loans and receivables 647,268
Other non-current assets 232,463
Total non-current assets 2,656,935
Current assets
Inventories 4 39,198
Current income tax prepayments 2,759
Trade and other receivables 215,980
Prepayments and other current assets 146,620
Cash and cash equivalents 5 157,661
Total current assets 562,218
Total assets 3,219,153
LIABILITIES AND EQUITY
Non-current liabilities
Long-term debt 6 162,720
Long-term lease liabilities 42,638
Deferred income tax liabilities 12 96,321
Asset retirement obligations 3,656
Other non-current liabilities 6,581
Total non-current liabilities 311,916
Current liabilities
Current portion of long-term debt 4,185
Current portion of long-term lease liabilities 14,818
Trade payables and accrued liabilities 217,423
Current income tax payable 12,145
Other taxes payable 53,034
Total current liabilities 301,605
Total liabilities 613,521
Equity attributable to PAO NOVATEK shareholders 2,593,541
Non-controlling interest 12,091
Total equity 2,605,632
Total liabilities and equity 3,219,153

The accompanying notes are an integral part of these disclosable consolidated financial statements.

L.V. Mikhelson o V.N. Belyakov
Chairman of the Management Board Deputy Chairman of the Management Board
for Economics and Finance

6 February 2024




PAO NOVATEK
Disclosable Consolidated Statement of Income
(in millions of Russian roubles)

Year ended
Notes 31 December 2023
Revenues
Sales of hydrocarbons 1,337,436
Other revenues 34,072
Total revenues 1,371,508
Operating expenses
Purchases of hydrocarbons 7 (535,802)
Transportation expenses (196,021)
Taxes other than income tax 8 (152,941)
Depreciation, depletion and amortization 3 (75,326)
General and administrative expenses (52,049)
Materials, services and other (46,849)
Exploration expenses 3 (9,130)
Impairment (expenses) reversals, net (416)
Changes in hydrocarbons and work-in-progress 12,127
Total operating expenses (1,056,407)
Other operating income (loss), net 52,031
Profit from operations 367,132
Finance income (expense)
Interest expense 11 (2,430)
Interest income 46,895
Change in fair value of non-commodity financial instruments (17,227)
Foreign exchange gain (loss), net 11 190,461
Total finance income (expense) 217,699
Share of profit (loss) of joint ventures, net of income tax (11,309)
Profit before income tax 573,522
Income tax expense
Current income tax expense (70,094)
Deferred income tax benefit (expense), net (33,941)
Total income tax expense 12 (104,035)
Profit 469,487
Profit attributable to:
Non-controlling interest 6,456
Shareholders of PAO NOVATEK 463,031

The accompanying notes are an integral part of these disclosable consolidated financial statements.




PAO NOVATEK

Disclosable Consolidated Statement of Comprehensive Income
(in millions of Russian roubles)

Profit

Year ended
31 December 2023

469,487
Other comprehensive income (loss)
Items that will not be reclassified subsequently to profit (loss)
Remeasurement of pension obligations 1,722
Share of remeasurement
of pension obligations of joint ventures 279
2,001
Items that may be reclassified subsequently to profit (loss)
Currency translation differences 13,049
Share of currency translation differences of joint ventures (10,363)
2,686
Other comprehensive income (loss) 4,687
Total comprehensive income 474,174
Total comprehensive income attributable to:
Non-controlling interest 6,456
Shareholders of PAO NOVATEK 467,718

The accompanying notes are an integral part of these disclosable consolidated financial statements.




PAO NOVATEK
Disclosable Consolidated Statement of Cash Flows
(in millions of Russian roubles)

Year ended
Notes 31 December 2023
Profit before income tax 573,522
Adjustments to profit before income tax:
Depreciation, depletion and amortization 75,326
Impairment expenses (reversals), net 416
Foreign exchange loss (gain), net (190,461)
Interest expense 2,430
Interest income (46,895)
Share of loss (profit) of joint ventures, net of income tax 11,309
Change in fair value of non-commodity financial instruments 17,227
Other operating loss (income), net (50,975)
Other adjustments 3,224
Other cash flows from operating activities 38,193
Net cash provided by operating activities 433,316
Net cash used for investing activities (285,754)
Net cash used for financing activities (188,742)
Net effect of exchange rate changes on cash and cash equivalents 33,346
Net decrease in cash and cash equivalents (7,834)
Cash and cash equivalents at the beginning of the period 165,495
Cash and cash equivalents at the end of the period 5 157,661

The accompanying notes are an integral part of these disclosable consolidated financial statements.




PAO NOVATEK
Disclosable Consolidated Statement of Changes in Equity
(in millions of Russian roubles)

Equity attributable

For the year ended to PAO NOVATEK Non-controlling
31 December 2023 shareholders interest Total equity
At 1 January 2023 2,409,992 18,473 2,428,465
Profit 463,031 6,456 469,487
Other comprehensive income (loss) 4,687 - 4,687
Total comprehensive income 467,718 6,456 474,174
Other equity movements (284,169) (12,838) (297,007)
At 31 December 2023 2,593,541 12,091 2,605,632

The accompanying notes are an integral part of these disclosable consolidated financial statements.
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PAO NOVATEK
Notes to the Disclosable Consolidated Financial Statements
(in Russian roubles [tabular amounts in millions], unless otherwise stated)

1 ORGANIZATION AND PRINCIPAL ACTIVITIES

PAO NOVATEK (hereinafter referred to as “NOVATEK?” or the “Company”) and its subsidiaries (hereinafter jointly
referred to as the “Group”) is an independent oil and gas company engaged in the acquisition, exploration, development,
production, processing, and marketing of hydrocarbons with its oil and gas operations located mainly in the Yamal-
Nenets Autonomous District (hereinafter referred to as “YNAQO™) of the Russian Federation. The Group delivers its
natural gas and its liquid hydrocarbons on both the Russian domestic and international markets.

The Group’s activities are considered by the chief operating decision maker (hereinafter referred to as “CODM”,
represented by the Management Board of NOVATEK) to comprise one operating segment: “exploration, production
and marketing”.

The Group’s management reviews financial information on the results of operations of the reporting segment prepared
based on IFRS® Accounting Standards. The CODM assesses reporting segment performance based on profit
comprising among others revenues, depreciation, depletion and amortization, interest income and expense, income tax
expense and other items as presented in the Group’s disclosable consolidated statement of income. The CODM also
reviews capital expenditures of the reporting segment for the period defined as additions to property, plant and
equipment (see Note 3).

2 BASIS OF PREPARATION

These disclosable consolidated financial statements have been prepared by the Group’s management based on the
consolidated financial statements for the year ended 31 December 2023 prepared by the Group in accordance with IFRS
Accounting Standards by excluding (inter alia, through the aggregation method) information that can cause damage to
the Group and/or its counterparties (hereinafter referred to as “sensitive information”). Disclosable consolidated
financial statements do not comprise financial statements prepared in accordance with IFRS Accounting Standards
since the disclosable consolidated financial statements prepared with exclusion of certain information do not contain
all information which is required to be disclosed in accordance with IFRS Accounting Standards.

The decisions on the disclosable financial statements preparation and sensitive information scope were made by the
Group’s management based on part 8 article 7 of Federal Law dated 27 July 2010 Ne 208-FZ “On consolidated financial
statements” and Resolutions of the Russian Federation Government dated 13 September 2023 Ne 1490 “On specific
aspects of consolidated financial statements disclosure” and dated 4 July 2023 Ne 1102 “On specific aspects of
disclosure and (or) provision of information, subject to disclosure and (or) provision in accordance with the
requirements of the Federal Law “On Joint Stock Companies” and the Federal Law “On the Securities Market”. Also,
the Group’s management decided not to disclose comparative information for 2022 in these disclosable consolidated
financial statements, since this information was assessed by the Group’s management as sensitive information and was
not published earlier in accordance with Resolution of the Russian Federation Government dated 18 March 2022 Ne 395
“On specific aspects of access to the information contained in the state accounting (financial) statements information
resource, and consolidated financial statements disclosure”, and also based on systematic and historical interpretation
of legislation.

These disclosable consolidated financial statements have been prepared to present consolidated financial position and
consolidated financial results of the Group, the disclosure of which does not cause damage to the Group and (or) its
counterparties. Therefore, these disclosable consolidated financial statements may not be suitable for another purpose.

Accounting policies. These disclosable consolidated financial statements are prepared based on the basis described
above and accounting policies which are based on the provisions and principles of IFRS Accounting Standards, which
were effective at 1 January 2023, and under the historical cost convention, as modified by the initial recognition of
financial instruments based on fair value, and by the revaluation of financial instruments categorised at fair value
through profit or loss or other comprehensive income. In the absence of specific IFRS Accounting Standards guidance
for oil and gas producing companies, the Group has developed accounting policies in accordance with other generally
accepted accounting principles for oil and gas producing companies, mainly US GAAP, insofar as they do not conflict
with IFRS Accounting Standards principles. The Group disclosed material accounting policy information in Note 14.

The disclosable consolidated financial statements are presented in Russian roubles, the Group’s presentation currency
and the functional currency for the Company and the majority of its subsidiaries.

11



PAO NOVATEK
Notes to the Disclosable Consolidated Financial Statements
(in Russian roubles [tabular amounts in millions], unless otherwise stated)

3 PROPERTY, PLANT AND EQUIPMENT
Movements in property, plant and equipment are as follows:

Assets under

Oil and construction
gas properties and advances
and equipment  for construction Other Total
Cost 1,166,365 231,888 52,591 1,450,844
Accumulated depreciation,
depletion and amortization (404,848) - (10,285) (415,133)
Net book value at 1 January 2023 761,517 231,888 42,306 1,035,711
Additions 656 262,313 - 262,969
Transfers 261,096 (277,210) 16,114 -
Change in asset retirement costs (339) 718 - 379
Depreciation, depletion and amortization (71,749) - (3,629) (75,378)
Reclassification to lease receivables (78,166) - - (78,166)
Disposals, net (3,836) (2,248) (38) (6,122)
Currency translation differences 2,438 17,260 47 19,745
Cost 1,341,930 232,721 67,824 1,642,475
Accumulated depreciation,
depletion and amortization (470,313) - (13,024) (483,337)
Net book value at 31 December 2023 871,617 232,721 54,800 1,159,138

For the year ended 31 December 2023, the Group’s cash used for purchase of property, plant and equipment amounted
to RR 200,967 million.

Included in additions to property, plant and equipment for the year ended 31 December 2023 are capitalized interest
and foreign exchange differences of RR 8,757 million.

Included within assets under construction and advances for construction are advances to suppliers for construction and
equipment of RR 67,599 million at 31 December 2023.

At 31 December 2023, no property, plant and equipment were pledged as security for the Group’s borrowings. No
impairment was recognized in respect of property, plant and equipment for the year ended 31 December 2023.

Exploration for and evaluation of mineral resources. The amounts of assets, liabilities, expenses and cash flows
arising from the exploration and evaluation of mineral resources comprise the following:

Year ended
31 December 2023
Net book value of assets at 1 January 27,942
Additions 11,105
Write off to exploration expenses (2,303)
Reclassification to proved properties and development expenditures (3,878)
Net book value of assets at 31 December 32,866
Liabilities 1,784
Exploration expenses 9,130
Cash flows used for operating activities 5,790
Cash flows used for investing activities 9,817

12



PAO NOVATEK
Notes to the Disclosable Consolidated Financial Statements
(in Russian roubles [tabular amounts in millions], unless otherwise stated)

4 INVENTORIES

At 31 December 2023
Hydrocarbons 31,657
Materials and supplies 7,509
Other inventories 32
Total inventories 39,198
5 CASH AND CASH EQUIVALENTS

At 31 December 2023
Cash at current bank accounts 145,291
Bank deposits with original maturity of three months or less 12,370
Total cash and cash equivalents 157,661

6 LONG-TERM DEBT

At 31 December 2023
Eurobonds -
Bonds — Three-Year Tenor 29.945

(par value RUB 30 billion, repayable in 2026) ’

Loans and borrowings 136,960
Total 166,905
Less: current portion of long-term debt (4,185)
Total long-term debt 162,720

Eurobonds. In January 2023, within the allowed by the Eurobonds documentation timeframe, the Group transferred
funds to the account of the issuer of Eurobonds (“Novatek Finance Designated Activity Company”), which were
credited to its account and redirected to the international clearing systems for distribution to the holders of Eurobonds
in February 2023. Thus, the Group fulfilled all its obligations in relation to Eurobonds. At 31 December 2023, the
Group’s Eurobonds have been fully redeemed.

Bonds. In May 2023, the Group issued Bonds denominated in Russian rouble in the amount of RUB 30 billion with an
annual coupon rate of 9.1 percent, payable quarterly. The Bonds have a three-year tenor and are repayable in May 2026.

7 PURCHASES OF HYDROCARBONS
Year ended
31 December 2023
Hydrocarbons 573,181
Reverse excise (37,379)
Total purchases of hydrocarbons 535,802

In accordance with tax legislation, the Group obtains reverse excise on raw oil (blend of hydrocarbons comprised of
one or more components of crude oil, stable gas condensate, vacuum gasoil, tar and fuel oil) sent for processing. The
amount of reverse excise on raw oil is reported as a deduction to expense for purchases of hydrocarbons in the “Reverse
excise” line item, as the Group obtains most of its raw oil from unstable gas condensate purchased from its joint
ventures.

13



PAO NOVATEK
Notes to the Disclosable Consolidated Financial Statements
(in Russian roubles [tabular amounts in millions], unless otherwise stated)

8 TAXES OTHER THAN INCOME TAX

The Group is subject to a number of taxes other than income tax, which are detailed as follows:

Year ended
31 December 2023

Unified natural resources production tax 145,231
Property tax 7,193
Other taxes 517
Total taxes other than income tax 152,941
9 EMPLOYEE COMPENSATION

The Group recorded expenses related to employee benefits for the year ended 31 December 2023 in the amount of
RR 62,884 million within the “Materials, services and other expenses”, “General and administrative expenses” and
“Exploration expenses” line items of the disclosable consolidated statement of income.

10 AUDITOR’S FEE

“Technologies of Trust — Audit” JSC has served as the independent external auditor of PAO NOVATEK for each of
the reported financial years. The independent external auditor is subject to appointment at the Annual General Meeting
of shareholders based on the recommendations from the Board of Directors.

The aggregate fees for audit and other services rendered by the external auditor of the parent company of the Group
included within “General and administrative expenses” line item were as follows:

Year ended
31 December 2023

Audits of PAO NOVATEK

(audit of the Group’s consolidated financial statements and

audit of statutory financial statements of PAO NOVATEK) 40
Other services 14
Total auditor’s fee 54

11 FINANCE INCOME (EXPENSE)

Year ended
Interest expense (including transaction costs) 31 December 2023
Interest expense 9,225
Less: capitalized interest (8,757)
Interest expense on debt 468
Interest expense on lease liabilities 1,577
Provisions for asset retirement obligations:
effect of the present value discount unwinding 385
Total interest expense 2,430
Year ended
Foreign exchange gain (loss) 31 December 2023
Gains 322,985
Losses (132,524)
Total foreign exchange gain (loss), net 190,461

14



PAO NOVATEK
Notes to the Disclosable Consolidated Financial Statements
(in Russian roubles [tabular amounts in millions], unless otherwise stated)

12 INCOME TAX

Effective income tax rate. The Russian statutory income tax rate for 2023 was 20 percent. A number of the Group’s
investment projects were included by the government authorities in the list of priority projects, in respect of them the
Group was able to apply a reduced income tax rate. Profits of the Group’s foreign subsidiaries are taxed at rates
applicable in accordance with legislation of the respective jurisdiction.

The Group recognizes in profit before income tax its share of net profit (loss) from joint ventures, which influences the
consolidated profit of the Group but does not result in additional income tax expense (benefit) at the Group’s level. Net
profit (loss) of joint ventures was recorded in their financial statements on an after-tax basis. The dividend income
received from the joint ventures in which the Group holds at least a 50 percent interest is subject to a zero withholding
tax rate according to the Russian tax legislation.

Without the effect of net profit (loss) from joint ventures the effective income tax rate for the year ended 31 December
2023 was 17.6 percent.

For the year ended 31 December 2023, the Group made cash payments for income tax in the amount of RR 98.9 billion
and offset other taxes by applying a refund against income tax in the amount of RR 3.2 billion.

Deferred income tax. Movements in deferred income tax assets and liabilities during the years ended 31 December
2023 were as follows:

At the Other Statement of At the

beginning of Statement of Comprehensive Financial end of

For the year ended 31 December 2023 the period  Income effect  Income effect Position effect the period

Property, plant and equipment (65,138) (9,183) - 256 (74,065)

Other (17,858) (42,133) - 3,572 (56,419)

Deferred income tax liabilities (82,996) (51,316) - 3,828 (130,484)
Less: deferred tax assets offset 19,782 14,381 - - 34,163

Total deferred income tax liabilities (63,214) (36,935) - 3,828 (96,321)
Tax losses carried forward 19,611 4,880 - - 24,491
Inventories 7,064 2,324 - - 9,388
Other 9,003 10,171 711 (240) 19,645
Deferred income tax assets 35,678 17,375 711 (240) 53,524

Less: deferred tax liabilities offset (19,782) (14,381) - - (34,163)
Total deferred income tax assets 15,896 2,994 711 (240) 19,361

Net deferred income tax liabilities (47,318) (33,941) 711 3,588 (76,960)

Deferred income tax assets expected to be realized within twelve months as at 31 December 2023 were
RR 17,390 million. Deferred tax liabilities expected to be reversed within twelve months as at 31 December 2023 were
RR 12,307 million.
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13 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

The carrying amounts of the Group’s financial instruments are presented in the table below:

Financial assets At 31 December 2023
At amortised cost 521,491
At fair value through profit or loss 739,879
Total financial assets 1,261,370
Financial liabilities

At amortised cost 411,420
Total financial liabilities 411,420

Fair value measurement. The Group evaluates the quality and reliability of the assumptions and data used to measure
fair value in accordance with IFRS 13, Fair Value Measurement, in the three hierarchy levels as follows:

i.  quoted prices in active markets (Level 1);

ii.  inputs other than quoted prices included in Level 1 that are directly or indirectly observable in the market
(externally verifiable inputs) (Level 2); or

iii.  inputs that are not based on observable market data (unobservable inputs) and require applying judgment by the
Group (Level 3).

Financial instruments measured at amortised cost. The carrying values of trade and other receivables and trade
payables and accrued liabilities approximate their respective fair values. Those financial instruments were categorized
as Level 3 in the fair value measurement hierarchy.

The fair value of long-term debt including its current portion was RR 157,733 million at 31 December 2023. The fair
value of long-term debt was determined based on future cash flows discounted at the estimated risk-adjusted discount
rate (Level 3 in the fair value measurement hierarchy), except for the fair value of Bonds, which was determined based
on available active market quote prices (Level 1 in the fair value measurement hierarchy).

14 MATERIAL ACCOUNTING POLICY INFORMATION

Principles of consolidation. These disclosable consolidated financial statements present the assets, liabilities, equity,
income, expenses and cash flows of PAO “NOVATEK” and its subsidiaries as those of a single economic entity.
Subsidiaries are all entities over which the Group has control. The Group controls an entity when the Group is exposed
to, or has rights to, variable returns from its involvements with the entity and has the ability to affect those returns
through its power over the entity. Subsidiaries are consolidated from the date on which control is transferred to the
Group (acquisition date) and are deconsolidated from the date that control ceases.

Intercompany transactions, balances and unrealized gains on transactions between group companies are eliminated.
Accounting policies of the Group’s subsidiaries have been changed where necessary to ensure consistency with the
Group’s policies.

Joint arrangements. The Group undertakes a number of business activities through joint arrangements, which exist
when two or more parties have joint control. Joint arrangements are classified as either joint operations or joint ventures,
based on the contractual rights and obligations between the parties to the arrangement.

Investments in joint ventures are accounted for using the equity method. With regard to joint operations, the Group
records its share of assets, liabilities, revenues and expenses of its joint operations in the disclosable consolidated
financial statements on a line-by-line basis.
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14 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
Under the equity method, an investment in a joint venture is initially recognized at cost.

Post-acquisition changes in the Group’s share of net assets of a joint venture are recognized as follows: (a) the Group’s
share of profits or losses is recorded in the consolidated profit or loss for the year as share of financial result of joint
ventures; (b) the Group’s share of other comprehensive income or loss is recognized in other comprehensive income or
loss and presented separately; (c) dividends received or receivable from a joint venture are recognized as a reduction in
the carrying amount of the investment; (d) all other changes in the Group’s share of the carrying value of net assets of
a joint venture are recognized within retained earnings in the disclosable consolidated statement of changes in equity.

After application of the equity method, including recognizing the joint venture’s losses, the entire carrying amount of
the investment is tested for impairment as a single asset whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable.

When the Group’s share of losses in a joint venture equals or exceeds its interest in the joint venture, the Group does
not recognize further losses, unless it has incurred obligations or made payments on behalf of the joint ventures. The
interest in a joint venture is the carrying amount of the investment in the joint venture together with any long-term
interests that, in substance, form part of the Group’s net investment in the joint venture, including receivables and loans
for which settlement is neither planned nor likely to occur in the foreseeable future.

Unrealized gains on transactions between the Group and its joint ventures are eliminated to the extent of the Group’s
interest in joint ventures; unrealized losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred.

Accounting policies of joint ventures have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Business combinations. The acquisition method of accounting is used to account for acquisitions of subsidiaries.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured at
their fair values at the acquisition date, irrespective of the extent of any non-controlling interest.

Goodwill is measured by deducting the net assets of the acquiree from the aggregate of the consideration transferred
for the acquiree, the amount of non-controlling interest in the acquiree and fair value of an interest in the acquiree held
immediately before the acquisition date. Any negative amount (“negative goodwill”) is recognized in profit or loss,
after management reassesses whether it identified all the assets acquired and all liabilities and contingent liabilities
assumed and reviews appropriateness of their measurement.

The consideration transferred for the acquiree is measured at the fair value of the assets transferred, equity instruments
issued and liabilities incurred or assumed, including fair value of assets or liabilities from contingent consideration
arrangements but excludes acquisition related costs such as advisory, legal, valuation and similar professional services.

Disposals of subsidiaries, associates or joint ventures. When the Group ceases to control a subsidiary as a result of its
contribution to a joint venture, a joint operation or an associate, the subsidiary is deconsolidated and the retained interest
in the entity is remeasured to its fair value only to the extent of the unrelated investors’ interest in the joint venture, the
joint operation or the associate, with the change in carrying amount recognized in profit or loss.

If the ownership interest in a joint venture is reduced but joint control is retained or replaced with significant influence,
the Group continues to apply the equity method and does not remeasure the retained interest.

Functional and presentation currency. Transactions denominated in foreign currencies are converted into the
functional currency of each Group’s entity at the exchange rates prevailing on the transaction date. Monetary assets and
liabilities denominated in foreign currencies are converted into the functional currency of each Group’s entity by
applying the year end exchange rate. Non-monetary assets and liabilities denominated in foreign currencies valued at
historical cost are converted into the functional currency of each Group’s entity at the historical exchange rate. Non-
monetary assets that are remeasured to fair value, recoverable amount or realizable value, are converted at the exchange
rate applicable to the date of remeasurement. Exchange gains and losses resulting from foreign currency remeasurement
into the functional currency are included in profit (loss) for the reporting period.
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14 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

On consolidation the assets and liabilities (both monetary and non-monetary) of the Group’s subsidiaries whose
functional currency is not the Russian rouble are translated into Russian roubles at the closing exchange rate at each
balance sheet date. All items included in the shareholders’ equity, other than profit or loss, are translated at historical
exchange rates. The financial results of these entities are translated into Russian roubles using exchange rates at the
dates of the transactions or the average exchange rate for the period when this is a reasonable approximation. Exchange
adjustments arising on the opening net assets and the profits for the reporting period are taken to other comprehensive
income and reported as currency translation differences in the disclosable consolidated statement of comprehensive
income.

Extractive activities. The Group follows the successful efforts method of accounting for its oil and gas properties and
equipment whereby property acquisitions and development costs are capitalized, whereas exploration costs (geological
and geophysical expenditures, expenditures associated with the maintenance of non-proven reserves and other
expenditures relating to exploration activity), excluding exploratory drilling expenditures and exploration license
acquisition costs, are recognized within operating expenses in the disclosable consolidated statement of income as
incurred.

Exploration license acquisition costs and exploratory drilling costs are recognized as exploration assets within property,
plant and equipment until it is determined whether proved reserves justifying their commercial development have been
found. If no proved reserves are found, the relevant costs are charged to profit (loss). When proved reserves are
determined, exploration license acquisition costs are reclassified to proved properties acquisition costs and exploratory
drilling costs are reclassified to development expenditure categories within property, plant and equipment. Exploration
license acquisition costs and exploratory drilling costs recognized as exploration assets are reviewed for impairment on
an annual basis.

The costs of 3-D seismic surveys used to assist production, increase total recoverability and determine the desirability
of drilling additional development wells within proved reservoirs are capitalized as development costs. All other seismic
costs are expensed as incurred.

Production costs and overheads are charged to expense as incurred.

Property, plant and equipment. Property, plant and equipment are carried at historical cost of acquisition or
construction and adjusted for accumulated depreciation, depletion, amortization and impairment.

The cost of self-constructed assets includes the cost of direct materials, direct employee related costs, a pro-rata portion
of depreciation of assets used for construction and an allocation of the Group’s overhead costs.

Depreciation, depletion and amortization of oil and gas properties and equipment is calculated using the unit-of-
production method for each field based upon total proved reserves for costs associated with acquisitions of proved
properties and common infrastructure facilities, and proved developed reserves for other development costs, including
wells.

Where unit-of-production method does not reflect useful life and pattern of consumption of particular oil and gas assets,
such as processing facilities serving several properties, those assets are depreciated on a straight-line basis.

Property, plant and equipment, other than oil and gas properties and equipment, are depreciated on a straight-line basis
over their estimated useful lives. Land and assets under construction are not depreciated.

The estimated useful lives of the Group’s property, plant and equipment depreciated on a straight-line basis are as
follows:

Years
Machinery and equipment 5-15
Processing facilities 20-30
Buildings 25-50
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14 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

At each reporting date management assesses whether there is any indication of impairment in respect of property, plant
and equipment. If any such indication exists, management estimates the recoverable amount, which is determined as
the higher of an asset’s fair value less selling costs and its value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are separately identifiable cash inflows which are largely independent
of the cash inflows from other assets or groups of assets (cash generating units). The carrying amount is reduced to the
recoverable amount and the impairment loss is recognized in profit or loss for the reporting period. An impairment loss
recognized for an asset in prior years is reversed if there has been a change in the estimates used to determine the asset’s
recoverable amount.

Borrowing costs. Interest costs on borrowings and exchange differences arising from foreign currency borrowings (to
the extent that they are regarded as an adjustment to interest costs) used to finance the construction of property, plant
and equipment are capitalized during the period of time that is required to complete and prepare the asset for its intended
use. All other borrowing costs are recognized in the disclosable consolidated statement of income.

Asset retirement obligations. An asset retirement obligation is recognized when the Group has a present legal or
constructive obligation to dismantle, remove and restore items of property, plant and equipment whose construction is
substantially completed. The obligation is recognized when incurred at the present value of the estimated costs of
dismantling the assets, including abandonment and site restoration costs, and are included within the carrying value of
property, plant and equipment.

Changes in the asset retirement obligation relating to a change in the expected pattern of settlement of the obligation,
or in the estimated amount of the obligation or in the discount rates, are treated as a change in an accounting estimate
in the current period. Such changes are reflected as adjustments to the carrying value of property, plant and equipment
and the corresponding liability. Changes in the obligation resulting from the passage of time are recognized in the
disclosable consolidated statement of income as interest expense.

Leases. A contract is (or contains) a lease if it conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.

Right-of-use assets are initially measured at cost and depreciated by the earlier of the end of the useful life of the right-
of-use asset or the end of the lease term. The cost of right-of-use assets comprises initial measurement of the lease
liability, any lease payments made before or at the commencement date and initial direct costs. After the commencement
date, the right-of-use assets are carried at cost less accumulated depreciation and impairment losses in accordance with
IAS 16, Property, Plant and Equipment.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date and subsequently measured at amortised cost with the interest expense recognized within finance income (expense)
in the disclosable consolidated statement of income.

In accordance with IFRS 16, Leases, the Group elected not to apply accounting requirements under this standard to
short-term leases.

Lease contracts where the Group acts as the lessor are classified as operating leases when substantially all the risks and
rewards incidental to ownership do not transfer to the lessee. Lease payments under such contracts are recognized on a
straight-line basis within other revenue in the disclosable consolidated statement of income.

Under the lease contracts where the Group acts as the lessor and substantially all the risks and rewards incidental to
ownership of an underlying asset are transferred to the lessee, the underlying assets are presented in the disclosable
consolidated statement of financial position as lease receivables in the amount equal to the net investment in the lease.
Income arising from the lease is recognized over the lease term, using the net investment method, based on a pattern
reflecting a constant periodic rate.
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14 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Inventories. Hydrocarbon inventories are valued at the lower of cost or net realizable value. The cost of hydrocarbons
includes direct cost of materials, direct operating costs, and related production overhead expenses and is recorded on
weighted average cost basis. Net realizable value is the estimate of the selling price in the ordinary course of business,
less selling expenses.

Materials and supplies are carried at amounts which do not exceed their respective recoverable amounts in the normal
course of business.

Financial instruments. Financial assets are classified in the following measurement categories: those to be measured
subsequently at amortised cost, those to be measured at fair value through profit or loss, and those to be measured at
fair value through other comprehensive income.

Financial assets are classified as at amortised cost only if both of the following criteria are met: the asset is held within
a business model with the objective of collecting the contractual cash flows, and the contractual terms give rise on
specified dates to cash flows that are solely payments of principal and interest on the principal outstanding.

Certain loans provided by the Group include embedded derivatives that modify cash flows of the loans based on
financial (market interest rates) and non-financial (interest rate on borrowings of the lender and free cash flows of the
borrower) variables. The risks relating to these variables are interrelated; therefore, terms and conditions of each of
these loans related to those variables were defined as a single compound embedded derivative. The Group classified
these loans as financial assets at fair value through profit or loss. Interest income (calculated using the effective interest
method), foreign exchange differences and the remaining effect from fair value remeasurement of such loans are
disclosed separately in the disclosable consolidated statement of income.

Other loans provided by the Group, trade and other financial receivables, and cash and cash equivalents, are classified
as at amortised cost. The Group does not have financial assets classified as at fair value through other comprehensive
income.

The difference between the loans provided to joint ventures and the fair value at initial recognition is recorded as the
Group’s investment in the joint ventures.

The Group’s non-derivative financial liabilities are measured at amortised cost. Derivatives are classified as at fair value
through profit or loss. The Group does not apply hedge accounting.

Where there is an active market for a commodity, commodity contracts are accounted for as derivatives except for
contracts that were entered into for the purpose of the receipt or delivery of a commodity in accordance with the Group’s
expected purchase, sale or usage requirements. Gains or losses arising from changes in the fair value of commodity
derivatives are recognized within other operating income (loss) in the disclosable consolidated statement of income.

An allowance for expected credit losses (“ECL”) shall be recorded for financial assets classified as at amortised cost.
Loss allowances are measured on either of the following bases: 12-month ECLs that result from possible default events
within the 12 months after the reporting date; and lifetime ECLs that result from all possible default events over the
expected life of a financial instrument.

Guarantees issued. The Group issued a number of guarantees, financial and non-financial, for the obligations of its
joint ventures.

Non-financial guarantees contracts issued by the Group meet the definition of insurance contracts and are accounted in
accordance with IFRS 17, Insurance Contracts. Recognition and measurement of groups of insurance contracts is
performed at a risk-adjusted present value of the future cash flows to fulfill these contracts that is consistent with
observable market information, plus an amount representing an unearned profit under these contracts (the contractual
service margin).
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14 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Financial guarantees contracts issued are initially recognized as a liability at fair value. They are subsequently measured
at the higher of two amounts: the amount of the loss allowance determined in accordance with IFRS 9, Financial
Instruments, and the amount initially recognized less, where applicable, the accumulated income recognized in
accordance with IFRS 15, Revenue from Contracts with Customers.

Income taxes. The income tax charge or benefit comprises current tax and deferred tax and is recognized in profit (loss)
unless it relates to transactions that are recognized, in the same or a different period, in other comprehensive income or
directly in equity.

Current tax is the amount expected to be paid to or recovered from the tax authorities in respect of taxable profits or
losses for the current and prior periods.

Deferred income tax assets and liabilities are recognized for temporary differences between the carrying amounts of
assets and liabilities and their respective tax bases. Deferred tax balances are measured at tax rates enacted or
substantively enacted at the balance sheet date which are expected to apply to the period when the temporary differences
will reverse or when the tax loss carry forwards will be utilized. In measuring temporary differences relating to right-
of-use assets and long-term lease liabilities, the Group allocates tax deductions to lease assets, and therefore no
temporary differences arise at lease initial recognition. Deferred tax assets for deductible temporary differences and tax
loss carry forwards are recorded only to the extent that it is probable that future taxable profit will be available against
which the deductions can be utilized.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes balances relate to the same taxation authority and the
same taxable entity, the consolidated tax payers’ group or different taxable entities where there is an intention to settle
the balances on a net basis. Deferred tax assets and liabilities are netted with respect to individual companies of the
Group or, if relevant, within the consolidated tax payers’ group of companies.

The Group controls the reversal of temporary differences relating to taxes chargeable on dividends from subsidiaries or
on gains upon their disposal. The Group does not recognize deferred tax liabilities on such temporary differences except
to the extent that management expects the temporary differences to reverse in the foreseeable future.

Treasury shares. Where any Group company purchases PAO NOVATEK’s equity share capital (treasury shares), the
consideration paid, including any directly attributable incremental costs (net of income taxes), is deducted from equity
attributable to PAO NOVATEK shareholders until the shares are cancelled or reissued or disposed. Where such shares
are subsequently reissued or disposed, any consideration received, net of any directly attributable incremental
transaction costs and the related income tax effects, is included in equity attributable to PAO NOVATEK shareholders.
Treasury shares are recorded at weighted average cost. Gains or losses resulting from subsequent sales of shares are
recorded in the disclosable consolidated statement of changes in equity, net of associated costs including taxation.

Revenue recognition. Revenues represent the fair value of consideration received or receivable for the sale of goods
and services in the normal course of business, net of discounts, export duties, value-added tax, excise and fuel taxes.

Revenues from sales of hydrocarbons are recognized when control over such products has transferred to a customer,
which refers to ability to direct the use of, and obtain substantially all of the remaining benefits from the products. The
Group considers indicators of the transfer of control, which include, but are not limited to the following: the Group has
a present right to payment for the products; the Group has transferred physical possession of the products; the customer
has legal title to the products; the customer has the significant risks and rewards of ownership of the products; the
customer has accepted the products. Not all of the indicators have to be met for management to conclude that control
has transferred and revenue could be recognized. Management uses judgment to determine whether factors collectively
indicate that the customer has obtained control over the products. Revenues from services are recognized in the period
in which the services are rendered.

When the consideration includes a variable amount, minimum amounts must be recognized that are not at significant
risk of reversal. If sales contract includes the variability associated with market price it represents a separated embedded
derivative that is treated as part of revenue. Accordingly, at the date of sale the sales price is determined on a provisional
basis, and the fair value of the final sales price adjustment is re-estimated continuously with changes in fair value
recognized as an adjustment to revenue.
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14 MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Trade receivables are recognized when the goods are transferred as this is the point in time that the consideration is
unconditional and only the passage of time is required before the payment is due. No significant element of financing
is deemed present as the sales are made with short-term credit terms consistent with market practice.

Reverse excise on raw oil. The Group receives the reverse excise on raw oil (a mixture of hydrocarbons composed of
one or more components of crude oil, stable gas condensate, vacuum gasoil, tar and fuel oil) based on volumes of stable
gas condensate sent for processing to its Gas Condensate Fractionation and Transshipment Complex including the
investment premium under an investment agreement for construction of a hydrocracker unit with the respective
expansion of the Complex.

The Group assessed the requirements of IAS 20 and applied judgement in decision to account for the reverse excise on
raw oil on an accruals basis in the disclosable consolidated statement of income, as a deduction to expense for purchases
of hydrocarbons for the respective period, as most of unstable gas condensate volumes used to produce stable gas
condensate the Group purchases from its joint ventures.

Accounting for certain multiple arrangements as a single transaction. The Group accounts for certain multiple
arrangements as a single transaction considering their terms, conditions and economic effects. One or more of the
following may indicate that multiple arrangements should be accounted as a single transaction: they are entered into at
the same time or in contemplation of each other; they form a single transaction designed to achieve an overall
commercial effect; the occurrence of one arrangement is dependent on the occurrence of at least one other arrangement;
one arrangement considered on its own is not economically justified, but it is economically justified when considered
together with other arrangements.

Disclosable consolidated statement of cash flows. Cash and cash equivalents comprise cash on hand, cash deposits
held with banks and short-term highly liquid investments which are easily convertible to known amounts of cash and
which are not subject to significant risk of change in value and have an original maturity of three months or less.

15 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Preparation of the disclosable consolidated financial statements requires management to make estimates which the
Group’s management reviews on a continuous basis, by reference to past experience and other factors considered as
reasonable. Adjustments to accounting estimates and assumptions are recognized in the period in which the estimate is
revised if the change affects only that period or in the period of the revision and subsequent periods, if both are affected.
The Group’s management also makes certain judgments, apart from those involving estimations, in the process of
applying the Group’s accounting policies.

Judgments and estimates that have the most significant effect on the amounts reported in the disclosable consolidated
financial statements are described below.

Fair value of financial instruments. The fair value of financial assets and liabilities, other than financial instruments
that are traded in active markets, is determined by applying various valuation methodologies. The Group’s management
uses its judgment to make assumptions primarily based on market conditions existing at each reporting date.

For commodity derivative contracts where observable information is not available, fair value estimations are determined
using mark-to-market analysis and other acceptable valuation methods, for which the key inputs include future prices,
volatility, price correlation, counterparty credit risk and market liquidity.

In some cases, judgment is required to determine whether contracts to buy or sell commodities meet the definition of a
derivative. Contracts to buy or sell LNG are not considered to meet the definition of a derivative, as they are not
considered capable of being net settled. Therefore, such contracts are not within the scope of IFRS 9, Financial
Instruments, and are accounted for on an accruals basis.
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15 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (CONTINUED)

Fair value estimation of loans provided is determined using benchmark interest rates adjusted for the borrower credit
risk and free cash flows from the borrower’s strategic plans.

Fair value estimation of debt instruments that are not traded in active markets is determined by reference to the interest
rates of financial instruments available to the Group in active markets. In the absence of such instruments, the effective
interest rate is determined by reference to the interest rates of active market financial instruments available adjusted for
the Group’s specific risk premium estimated by management.

Deferred income tax asset recognition. Management assesses deferred income tax assets at each reporting date and
determines the amount recorded to the extent that realization of the related tax benefit is probable. In determining future
taxable profits and the amount of tax benefits that are probable in the future management makes judgments and applies
estimations based on prior years taxable profits and expectations of future income that are believed to be reasonable
under the circumstances.

Estimation of oil and gas reserves. Oil and gas reserves have a direct impact on certain amounts reported in the
disclosable consolidated financial statements, most notably depreciation, depletion and amortization, as well as
impairment expenses and asset retirement obligations. The Group’s principal oil and gas reserves have been
independently estimated by petroleum engineers whereas other oil and gas reserves of the Group have been determined
based on estimates of hydrocarbon reserves prepared by the Group’s management in accordance with internationally
recognized definitions.

Depreciation rates on oil and gas assets using the unit-of-production method are based on proved developed reserves
and total proved reserves estimated by the Group in accordance with rules promulgated by the Securities and Exchange
Commission (SEC) for proved reserves. The Group also uses estimated probable and possible reserves to calculate
future cash flows from oil and gas properties, which serve as an indicator in determining their economic lives and
whether or not property impairment is present.

A portion of the reserves estimated by the Group includes reserves expected to be produced beyond license expiry
dates. The Group’s management believes that there is requisite legislation and past experience to extend mineral
licenses at the initiative of the Group and, as such, intends to extend its licenses for properties expected to produce
beyond the current license expiry dates.

Due to the inherent uncertainties and the limited nature of reservoir data, estimates of underground reserves are subject
to change over time as additional information becomes available, such as from development drilling and production
activities or from changes in economic factors, including product prices, contract terms or development plans. In
general, estimates of reserves for undeveloped or partially developed fields are subject to greater uncertainty than
estimates of reserves for fields that are substantially developed and depleted.

Impairment of investments in joint ventures and property, plant and equipment. Management assesses whether there
are any indicators of possible impairment of investments in joint ventures and property, plant and equipment at each
reporting date based on events or circumstances that indicate that the carrying value of assets may not be recoverable.
Such indicators include changes in geopolitical and economic environment, changes in the Group’s business plans,
changes in commodity prices leading to unprofitable performances, changes in product mixes, and for oil and gas
properties, significant downward revisions of estimated proved reserves.

When value in use calculations are undertaken, management estimates the expected future cash flows from the asset or
cash generating unit and chooses a suitable discount rate in order to calculate the present value of those cash flows.

Asset retirement obligations. The Group’s exploration, development and production activities involve the use of wells,
related equipment and operating sites, oil and gas gathering and treatment facilities and in-field pipelines. Generally,
licenses and other regulatory acts set requirements to decommission such assets upon the completion of production, in
accordance with which the Group is obliged to decommission wells, dismantle equipment, restore the sites and perform
other related activities. The Group’s estimates of these obligations are based on current regulatory or license
requirements, as well as actual dismantling costs and other data.
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15 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (CONTINUED)

The Group’s management believes that due to the absence or the limited history of gas and gas condensate processing
plants activities, the useful lives of these assets are indeterminable (while certain of the operating components and
equipment have definite useful lives). Because of these reasons, and the lack of clear legal requirements as to the
recognition of obligations, the present value of an asset retirement obligation for such processing facilities cannot be
reasonably estimated and, therefore, legal or contractual asset retirement obligations related to these assets are not
recognized.

In accordance with the guidelines of IFRIC 1, Changes in Existing Decommissioning, Restoration and Similar
Liabilities, the amount recognized as a provision is the best estimate of the expenditures required to settle the present
obligation at the reporting date based on current legislation where the Group’s respective operating assets are located,
and is subject to change because of revisions and changes in laws and regulations and their interpretation thereof.
Estimating asset retirement obligations is complex and requires management to make estimates and judgments with
respect to removal obligations that will occur many years in the future.

16 NEW ACCOUNTING PRONOUNCEMENTS

The following new standards and amendments to standards that may be relevant to the Group’s operations have been
issued, which the Group has not early adopted:

Amendments to IFRS 10, Consolidated Financial Statements, and 1AS 28, Investments in Associates and Joint Ventures
(issued in September 2014, in November 2015 the effective date was postponed indefinitely). These amendments
address an inconsistency between the requirements in IFRS 10 and those in IAS 28 in dealing with the sale or
contribution of assets between an investor and its associate or joint venture. The amendments stipulate that a full gain
or loss is recognized when a transaction involves a business. A partial gain or loss is recognized when a transaction
involves assets that do not constitute a business, even if these assets are held by a subsidiary. The Group is considering
the implications of these amendments for the Group’s disclosable consolidated financial statements, and the timing of
their adoption by the Group.
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