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Investgeoservice Group
Notes to the Consolidated Financial Statements – 31 December 2017
(All amounts are in thousands of Russian Rubles unless stated otherwise)

1.

General information
Joint Stock Company Investgeoservis (JSC IGS or the Company) was incorporated under the law of Russian
Federation on 7 December 2006. The consolidated financial statements of the Company as at and for the year ended
31 December 2017 comprise the Company and its subsidiaries (together referred to as the Group or Investgeoservice
Group). The Group provides a range of services in the oil and gas industry in the Russian Federation, including
exploration and development drilling, geotechnical surveying and other oilfield services.
The Group’s main operating subsidiaries at 31 December 2017 and 2016 are described below.
Entities
LLC “Nova Energeticheskie Uslugy”
JSC “PGO Tyumengeologia”
LLC “IGS-Avto”
LLC “IGS Technology”
IGS Drilling Ltd (Cyprus)

Nature of operations
Exploration and development drilling
Operational management center
Transportation services
Well cementing services
Special purpose entity

% of ordinary shares held as of
31 December 2017
31 December 2016
100%
100%
99%
99%
100%
100%
100%
100%
100%
100%

At 31 December 2017 and 2016, IGS International Ltd (BVI), IGS Drilling Ltd (Cyprus) and JSC Gazprombank
were the shareholders of JSC IGS with 60%, 40% less 1 share, 1 share in the registered share capital, respectively.
As IGS Drilling Ltd (Cyprus) is 100% subsidiary of JSC IGS, then its shares (40% less 1 share) in JSC IGS are
considered to be treasury shares.
At 31 December 2017 and 2016 Mr. Stanislav Kotov and Mr. Damir Tuktarov are considered to be the ultimate
controlling parties of JSC IGS as each of them holds more than 25% interest in the equity of the Company. The
remaining equities of IGS International Ltd (BVI) referred to a number of individuals with insignificant interest in
share capital.
2.

Basis of preparation
Statement of compliance
These consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) and relevant interpretations approved by the International Accounting Standards
Board (“IASB”).
Each enterprise of the Group individually maintains its own books of accounts and prepares its statutory financial
statements in accordance with the Regulations on Accounting and Reporting of the Russian Federation (“RAR”),
except for a special purpose entity IGS Drilling Ltd (Cyprus), which prepares its financial statements in accordance
with IFRS as adopted by the European Union (EU), and the requirements of the Cyprus Companies Law, Cap. 113.
The accompanying consolidated financial statements are based on the statutory records and adjusted and reclassified
for the purpose of fair presentation in accordance with IFRS.
Basis of measurement
These consolidated financial statements have been prepared under the historical cost convention as modified by the
revaluation of investment property and initial recognition of financial instruments at fair value.
Basis of consolidation
Where the company has control over an investee, it is classified as a subsidiary. The company controls an investee if
all three of the following elements are present: power over the investee, exposure to variable returns from the
investee, and the ability of the investor to use its power to affect those variable returns. Control is reassessed
whenever facts and circumstances indicate that there may be a change in any of these elements of control.
De-facto control exists in situations where the company has the practical ability to direct the relevant activities of the
investee without holding the majority of the voting rights. In determining whether de-facto control exists the
company considers all relevant facts and circumstances, including:
 The size of the company’s voting rights relative to both the size and dispersion of other parties who hold voting
rights;
 Substantive potential voting rights held by the company and by other parties;
 Other contractual arrangements;
 Historic patterns in voting attendance.
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Notes to the Consolidated Financial Statements – 31 December 2017
(All amounts are in thousands of Russian Rubles unless stated otherwise)

2. Basis of preparation (continued)
The consolidated financial statements present the results of the company and its subsidiaries ("the Group") as if they
formed a single entity. Intercompany transactions and balances between group companies are therefore eliminated in
full.
The consolidated financial statements incorporate the results of business combinations using the acquisition method.
In the statement of financial position, the acquiree's identifiable assets, liabilities and contingent liabilities are
initially recognised at their fair values at the acquisition date. The results of acquired operations are included in the
consolidated statement of comprehensive income from the date on which control is obtained. They are
deconsolidated from the date on which control ceases.
The financial statements of the subsidiaries are prepared for the same reporting period as the parent company, using
consistent accounting policies. Non-controlling interest represents that portion of the profit and loss and net assets of
a subsidiary attributable to equity interests that are not owned, directly or indirectly through subsidiaries, by the
parent and are presented separately in the consolidated statement of comprehensive income and the equity in the
consolidated statement of financial position.
Going concern
The accompanying consolidated financial statements have been prepared on a going concern basis, which
contemplates the realisation of assets and the settlement of liabilities in the normal course of business. The
recoverability of the Group’s assets, as well as the future operations of the Group, may be significantly affected by
the current and future economic environment. The accompanying consolidated financial statements do not include
any adjustments should the Group be unable to continue as a going concern.
Functional and presentation currency
The functional currency of each of the Group’s consolidated entities is the currency of the primary economic
environment in which the entity operates. The functional currency of the Company and its subsidiaries, and the
Group’s presentation currency, is the national currency of the Russian Federation, Russian Rubles (“RR”).
3.

Summary of significant accounting policies
The significant accounting policies applied in the preparation of the consolidated financial statements are described
in the notes below. These accounting policies have been consistently applied to all periods presented in these
consolidated financial statements.
Business combinations
Business combinations are accounted for using the acquisition method. The consideration for each acquisition is
measured at the aggregate fair value (at the date of exchange) of assets given, liabilities incurred or assumed, and
equity instruments issued by the Group in exchange for control of acquired entity. Identiﬁable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at
the acquisition date, irrespective of the extent of any non-controlling interest.
The Group applies a policy of treating transactions with non-controlling interests that do not result in a loss of
control as transactions with equity owners of the Group. For purchases from non-controlling interests, the difference
between any consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary
is recorded in equity and attributed to equity holders of the parent. Gains or losses on disposals to non-controlling
interests are also recorded in equity.
The consideration transferred for the acquiree is measured at the fair value of the assets given up, 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. Transaction costs incurred for issuing debt are deducted from its carrying amount and all other transaction
costs associated with the acquisition are expensed.
If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held
equity interest in the acquire is remeasured to fair value as at the acquisition date through profit and loss component
of the consolidated statement of comprehensive income.
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3. Summary of significant accounting policies (continued)
Goodwill and 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 excess of the fair value of acquirer’s share of net identifiable
assets, liabilities and contingent liabilities of the acquired subsidiary or associate at the date of acquisition over the
cost of acquisition is recognised within the profit and loss component of the consolidated statement of
comprehensive income. Goodwill on acquisitions of subsidiaries is presented as a component of goodwill in the
consolidated statement of financial positions. Following initial recognition, goodwill is measured at cost less
accumulated impairment loss, if any. Goodwill is tested annually for impairment as well as when there are
indications of impairment. For the purpose of impairment, testing goodwill is allocated to the cash generating units
that are expected to benefit from synergies from the combination.
Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated;
unrealised losses are also eliminated unless the cost cannot be recovered. The Company and all of its subsidiaries
use uniform accounting policies consistent with the Group’s policies.
Foreign currency transactions
Transactions in foreign currencies are translated to the Russian Rubles at official exchange rates of the Central Bank
of Russian Federation at the dates of the transactions. At the reporting date monetary assets and liabilities
denominated in foreign currencies are translated to the functional currency at the exchange rate at that date. Nonmonetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to
the functional currency at the exchange rate at the date when the fair value was determined. Foreign currency
differences arising from retranslation are recognised within profit and loss component of the consolidated statement
of comprehensive income.
The official US dollar to RR exchange rates, as determined by the Central Bank of the Russian Federation, were
57.60 and 60.66 as of 31 December 2017 and 2016, respectively.
Intangible assets
Intangible assets are stated at the amount initially recognised, less accumulated amortisation. Intangible assets
include trademarks, computer software and licenses.
Intangible assets acquired separately from a business combination are carried initially at cost. The initial cost is the
aggregate amount paid and the fair value of any other consideration given to acquire the intangible asset. An
intangible asset acquired as part of a business combination is measured at fair value at the date of acquisition and is
recognised separately from goodwill if the asset is separable or arises from contractual or other legal rights and its
fair value can be measured reliably.
Intangible assets with a finite life are amortised on a straight-line basis over their expected useful lives. The useful
lives of the Group’s intangible assets are as follows:
Range of average estimated useful lives
1-3 years
2-10 years

Software
Other

At each financial year-end, the Group reviews amortisation periods for the intangible assets with finite lives. If the
expected useful life of an asset is different from the previous estimates, the amortisation period is changed
accordingly.
Investment property
Investment property is property held either to earn rental income or for capital appreciation or for both, but not for
sale in the ordinary course of business, use in the production or supply of goods or services or for administrative
purposes.
Investment property is measured initially at cost, including transaction costs. The carrying amount includes the cost
of replacing part of an existing investment property at the time that cost is incurred if the recognition criteria are
met; and excludes the costs of day to day servicing of an investment property. Subsequent to initial recognition,
investment property is remeasured at fair value, which reflects market conditions at the reporting date. Gains or
losses arising from changes in the fair values of investment property are included in the profit and loss component of
the consolidated statement of comprehensive income in the period in which they arise and presented separately.
Subsequent expenditure is capitalised to the asset’s carrying amount only when it is probable that future economic
benefits associated with the expenditure will flow to the Group and the cost can be measured reliably. All other
repairs and maintenance costs are expensed when incurred. Earned rental income is recorded in the profit and loss
component of the consolidated statement of comprehensive income within other operating income.
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3. Summary of significant accounting policies (continued)
Investment property is derecognised when either it has been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal. The difference
between the net disposal proceeds and the carrying amount of the asset is recognised in the profit and loss
component of the consolidated statement of comprehensive income in the period of derecognition.
Transfers are made to or from investment property only when there is a clear change in intended use. For a transfer
from investment property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at
the date of change in use. If owner-occupied property becomes an investment property, the Group accounts for such
property in accordance with the policy stated under property, plant and equipment up to the date of change in use.
Assets held for sale
Assets are classified as assets held for sale if its carrying amount will be recovered principally through a sale rather
than continuing use. Assets held for sale are not depreciated and measured at the lower of carrying and fair value
less costs to sell. These assets are presented separately in the statement of financial position.
Property, plant and equipment
Property, plant and equipment are stated at cost, less accumulated depreciation and accumulated impairment losses,
if any. The initial cost of the asset includes the purchase price or expenditures incurred that are directly attributable
to the acquisition of the assets. The purchase price is the aggregate amount paid and the fair value of any other
consideration given to acquire the asset. Major replacements of property, plant and equipment are capitalised. All
other repair and maintenance costs are charged to the profit and loss component of the consolidated statement of
comprehensive income during the financial period in which they are incurred.
Depreciation on plant and equipment except for drilling pipe is calculated using the straight-line method over the
estimated useful lives, as follows:
Range of average estimated useful lives
5-24 years
5-60 years
3-25 years
2-10 years

Drilling rigs
Buildings
Machinery and equipment
Transport vehicles

Depreciation on drilling pipe is calculated using the units of production method.
The expected useful lives of property, plant and equipment are reviewed on an annual basis and, if necessary,
changes in useful lives are accounted for prospectively. The carrying value of property, plant and equipment is
reviewed for impairment whenever events or changes in circumstances indicate the carrying value may not be
recoverable.
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Gain or loss arising on disposal of the asset is calculated as the
difference between the net disposal proceeds and the carrying amount of the item and is included in the profit or loss
component of the consolidated statement of comprehensive income.
When the use of a property changes from owner-occupied to investment property, the property is remeasured to fair
value and reclassified as investment property. Any gain arising on remeasurement is recognised in profit or loss
component of the consolidated statement of comprehensive income to the extent the gain reverses a previous
impairment loss on the specific property, with any remaining gain recognised in other comprehensive income and
presented in the revaluation reserve in equity.
Impairment of non-financial assets
At each reporting date impairment review of non-financial assets is carried out to determine if there is indication that
those assets have suffered an impairment loss. If any such indication exists, the carrying amount of asset is
compared to the estimated recoverable amount in order to determine the extent of the impairment loss, if any. Where
it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.
The recoverable amount is the higher of fair value less cost to sell and value-in-use. If the recoverable amount of an
asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of an asset (or
cash-generating unit) is reduced to its recoverable amount. The impairment loss is recognised in the profit and loss
component of the consolidated statement of comprehensive income immediately, unless the relevant asset is carried
at revalued amount, in which case the impairment loss is treated as a revaluation decrease.
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3. Summary of significant accounting policies (continued)
Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount
does not exceed the original carrying amount that would have been determined had no impairment loss been
recognised in prior periods.
A reversal of an impairment loss is recognised in the profit or loss component of the consolidated statement of
comprehensive income.
Leasing
The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at
inception date; specifically, whether fulfillment of the arrangement is dependent on the use of a specific asset or
assets or the arrangement conveys a right to use the asset, even if that right is not explicitly specified in an
arrangement.
Finance leases which transfer to the Group substantially all the risks and rewards of ownership of the leased item,
are capitalised in property, plant and equipment at the commencement of the lease at fair value of the leased
property or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the consolidated statement of financial position as a finance lease obligation. Lease payments are
apportioned between finance expenses and reduction of the lease obligation so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance expenses are recognised in the profit or loss component of
the consolidated statement of comprehensive income over the lease period using effective interest method.
A leased asset is depreciated over the useful life of the asset similar to other PPE. However, if there is no reasonable
certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over the shorter
of the estimated useful life of the asset and the lease term.
Operating lease payments are recognised as an operating expense in the profit and loss component of the
consolidated statement of comprehensive income on a straight-line basis over the lease term.
Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits held at call with banks with original maturities of three
months or less. Cash and cash equivalents are carried at amortised cost using the effective interest method.
Inventories
Inventories include materials and work in progress. Cost of materials is determined using the weighted average
method. The materials are accounted for at their cost of purchase, which comprises the purchase price, import duties
and other taxes, other than those subsequently recoverable from the tax authorities, and transport, handling and other
directly attributable costs. Trade discounts, rebates and other similar items are deducted in determining the costs of
purchase. The cost of work in progress includes the cost of materials, direct labour, other direct costs and related
production overheads based on normal operating capacity. Inventories are valued at the lower of cost or net
realisable value which is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale. The excess of the carrying amount over the net
realizable value of inventories and the cost of the obsolete stock are recognised as the inventories impairment
reserve which is expensed in the Group’s profit and loss component of the consolidated statement of comprehensive
income.
Financial assets
The Group’s financial assets include cash and cash equivalents, trade and other receivables and other contractual
rights to receive cash or another financial asset from other entities, and contractual right to exchange financial assets
or financial liabilities with other entities under conditions that are potentially favourable to the Group. The Group
derecognises its financial assets when (a) the assets are redeemed or the rights to cash flows from the assets
otherwise expire or (b) the Group has transferred the rights to the cash flows from the financial assets or entered into
a qualifying pass-through arrangement while (i) also transferring substantially all the risks and rewards of ownership
of the assets or (ii) neither transferring nor retaining substantially all risks and rewards of ownership but not
retaining control. Control is retained if the counterparty does not have the practical ability to sell the asset in its
entirety to an unrelated third party without needing to impose additional restrictions on the sale.
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3. Summary of significant accounting policies (continued)
The Group initially recognises its financial assets at fair value, including transaction costs that are directly
attributable to their acquisition or issuance. After initial recognition, the Group measures its financial assets at
amortised cost using the effective interest rate (‘EIR’) method. A gain or loss from the amortisation process and
from derecognising or impairment of a financial asset is recognised in the profit and loss component of the
consolidated statement of comprehensive income. The amount of impairment loss is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows. The carrying amount
is reduced or restored through the use of the allowance account. The net amount of the change in the allowance
account is recognised in the profit and loss component of the consolidated statement of comprehensive income. The
Group does not maintain any financial assets which are measured at fair value through profit and loss nor any
financial assets classified as ‘held-to-maturity investments’ or ‘available-for-sale’.
Prepayments
Prepayments are carried at cost less provision for impairment. A prepayment is classified as non-current when the
goods or services relating to the prepayment are expected to be obtained after one year, or when the prepayment
relates to an asset which will itself be classified as non-current upon initial recognition. Prepayments to acquire
assets are transferred to the carrying amount of the asset once the Group has obtained control of the asset and it is
probable that future economic benefits associated with the asset will flow to the Group. Other prepayments are
written off to profit or loss when the goods or services relating to the prepayments are received. If there is an
indication that the assets, goods or services relating to a prepayment will not be received, the carrying value of the
prepayment is written down accordingly and a corresponding impairment loss is recognised in profit or loss for the
year.
Equity
Common shares are classified as equity. The difference between the nominal value of the shares and the issue price
is recorded as share premium. Additional contributions are classified as equity if the entity has no obligation to
return additional contributions paid by the shareholders.
Loans and borrowings
Loans and borrowings are recognised initially at their fair value which is determined using the prevailing market
rate of interest for a similar instrument, if significantly different from the transaction price, net of transaction costs
incurred. In subsequent periods, loans and borrowings are measured at amortised cost, using the effective interest
rate (“EIR”) method: any difference between fair value of the proceeds (net of transaction costs) and the redemption
amount is recognised as interest expense in the profit and loss component of the consolidated statement of
comprehensive income over the period of the borrowings.
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes
a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the
respective assets. All other borrowing costs are expensed in the period when they incurred. Borrowing costs
comprise of interest and other costs that the Group incurs in connection with the borrowing of funds.
Trade payables
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classiﬁed as current liabilities if payment is due within one year or
less (or in the normal operating cycle of the business if longer). If not, they are presented as non-current liabilities.
Trade payables are recognised initially at fair value which is determined using the prevailing market rate of interest
for a similar instrument and subsequently measured at amortised cost using the EIR method.
Current and deferred income tax
The tax expense for the period comprises current and deferred tax.
The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in the Russian Federation. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.
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3. Summary of significant accounting policies (continued)
Deferred income tax is provided, using the balance sheet liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, if
the deferred income tax arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting, nor taxable profit or loss, it is not
accounted for. Deferred income tax is determined using tax rates and laws that have been enacted or substantively
enacted by the reporting date and are expected to apply when the related temporary differences reverse. Deferred
income tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised.
In the case of a business combination, the tax effect is taken into account in calculating goodwill or determining the
excess of the acquirer’s interest in net fair value of the acquiree’s identifiable assets, liabilities and contingent
liabilities over cost of business combination. Deferred income tax is provided on temporary differences arising on
investments in subsidiaries and associates, except where the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the temporary difference will not reverse in the foreseeable future.
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation authority and
the Group intends to settle its current income tax assets and liabilities on a net basis.
Provisions
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation. The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash flows. When some or all of the economic benefits
required to settle a provision are expected to be recovered from a third party, a receivable is recognised as an asset if
it is virtually certain that reimbursement will be received and the amount of the receivable can be measured reliably.
Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received, or receivable,
net of discounts, value-added tax (“VAT”) or other sales taxes or duty, subsequently recoverable from the tax
authorities.
The Group applies the percentage of completion method for revenue recognition of certain service contracts to
provide drilling services, which represent the majority of the Group’s revenue.
The Group’s services are provided based upon fixed price contracts with customers. If the outcome of such a
contract can be reliably measured, revenue associated with the service contract is recognised by reference to the
stage of completion of the contract activity at year end (the percentage of completion method).
The outcome of a service contract can be estimated reliably when: (i) the total contract revenue can be measured
reliably; (ii) it is probable that the economic benefits associated with the contract will flow to the entity; (iii) the cost
to complete the contract and the stage of completion can be measured reliably; and (iv) the contract costs
attributable to the contract can be clearly identified and measured reliably so that actual contract costs incurred can
be compared with prior estimates. When the outcome of a service contract cannot be estimated reliably, contract
revenue is recognised only to the extent of contract costs incurred that are likely to be recoverable. An expected loss
on a contract is recognised immediately. In loss contracts, unrecognised revenue equals estimated remaining costs.
In applying the percentage of completion method, revenue recognised corresponds to the total contract revenue
multiplied by the actual completion rate based on proportion of total contract costs incurred to date and the
estimated costs to complete.
Contract revenue corresponds to the initial amount of revenue agreed in the contract: variations in contract work,
claims and incentive payments are included to the extent that they have been agreed with the customer. Contract
costs include costs that relate directly to the specific contract and costs that are attributable to contract activity in
general and can be allocated to the contract. Contract costs are recognised as expenses in the period in which they
are incurred. Costs incurred in the year in connection with future activity on a contract are excluded from contract
costs in determining the stage of completion.

16

Investgeoservice Group
Notes to the Consolidated Financial Statements – 31 December 2017
(All amounts are in thousands of Russian Rubles unless stated otherwise)

3. Summary of significant accounting policies (continued)
The Group presents as an asset within trade and other receivables the gross amount due from customers for contract
work for all contracts in progress for which costs incurred plus recognised profits (less recognised losses) exceed
progress billings paid by the customers. Progress billings not yet paid by customers are included within trade and
other receivables.
The Group presents a liability for the gross amount due to customers for contract work for all contracts in progress
for which progress billings paid exceed costs incurred plus recognised profits (less recognised losses).
Earnings per share
The Group presents basic earnings per share (“EPS”) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of
ordinary shares in issue during the period, adjusted for own shares held.
Employee benefits
Payroll and current leave liabilities are recognised as the employee’s services are provided.
Wages, salaries, contributions to the Russian Federation state pension and social insurance funds, paid annual leave
and sick leave, bonuses, and non-monetary benefits (such as health services and kindergarten services) are accrued
in the year in which the associated services are rendered by the employees of the Group. The Group has no legal or
constructive obligation to make pension or similar benefit payments beyond the payments to the statutory defined
contribution scheme and defined amounts of one-time retirement grants for employees according to collective
agreements. The Group recognises its liability under the collective agreements as the present value of the defined
benefit obligation arising from the current service cost, interest expense, actuarial gains and losses, past service cost
and other effects. The actuarial gains and losses and all past service cost are recognised in the profit or loss
component of the consolidated statement of comprehensive income as incurred.
Offsetting
Financial assets and liabilities are offset and the net amount reported in the statement of financial position only when
there is a legally enforceable right to offset the recognised amounts, and there is an intention to either settle on a net
basis, or to realise the asset and settle the liability simultaneously.
Adoption of New or Revised Standards and Interpretations
The following amendments to standards and interpretations became effective from 1 January 2017 but did not have any
material impact on the Group’s consolidated financial statements:


Amendments to IAS 7, Disclosure Initiative. The amendments require entities to provide a reconciliation of
the opening and closing carrying amounts of each item for which cash flows have been, or would be, classified
as financing activities in the statement of cash flows (e.g. borrowing, lease liabilities).



Amendments to IAS 12, Income Taxes, introduce several clarifications to the standard related to recognition
of Deferred Tax Assets for Unrealised Losses.

New accounting pronouncements
The following pronouncements from the IASB will become effective for future financial reporting periods and have
not yet been adopted by the Group and the Group is assessing the impact of the amended standards on its
consolidated financial statements.


IFRS 9, Financial Instruments: Classification and Measurement, issued in November 2009, amended in
October 2010 and November 2013; finalized in July 2014 and effective for annual periods beginning on or
after 1 January 2018 with early application permitted. IFRS 9 replaces the parts of IAS 39 relating to
classification and measurement of financial assets. The classification depends on the entity’s business model
for managing its financial instruments and the contractual cash flow characteristics of the instrument. The
financial instruments are measured at fair value or amortised cost. An “expected credit loss” model for the
measurement of the impairment was introduced.



IFRS 15, Revenue from Contracts with Customers, issued in May 2014 and effective for annual periods
beginning on or after 1 January 2018. It will supersede both IAS 18 Revenue and IAS 11 Construction
Contracts. IFRS 15 establishes a single comprehensive model for entities to use in accounting for revenue
arising from contracts with customers.



IFRS 16, Leases, issued in January 2016 and is effective for annual periods beginning on or after 1 January
2019. It contains a single lessee accounting model, which eliminates the distinction between operating and
finance leases from the perspective of the lessee. All contracts that meet the definition of a lease, other than
short term leases and leases of low value items for which a lessee has the option not to apply the measurement
and presentation requirements of IFRS 16, will be recorded in the statement of financial position with a “right
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3. Summary of significant accounting policies (continued)
of use” asset and a corresponding liability. The asset is subsequently accounted for as property, plant and
equipment or investment property and the liability is unwound using the interest rate inherent in the lease.
4.

Critical estimates and judgments
The preparation of the Group’s consolidated financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the end of the reporting period. Management also makes certain judgments,
apart from those involving estimations, in process of applying the accounting policies. Estimates and judgments are
continually evaluated based on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. Actual results may differ from our estimates, and our
estimates can be revised in future, either negatively or positively, depending upon the outcome or changes in
expectations based on the facts surrounding each estimates.
Judgments that have the most significant effect on the amounts recognised in the consolidated financial statements
and estimates that can cause a significant adjustment to the carrying amount of assets and liabilities within the next
financial year are reported below.
Estimation of the percentage of completion on services contracts
Certain of the Group’s revenue are recognised under the percentage method. The estimation of the extent of revenue
to be recognised under the percentage of completion method is a matter of management judgment based upon
expectations of future costs to be incurred to complete the respective contracts. Nevertheless, differences between
management estimate and actual results may result in losses in future periods. The sensitivity of the 2017 sales from
change of estimated profit margins is discussed in Note 6.
Useful lives of property, plant and equipment.
The estimation of the useful lives of items of property, plant and equipment is a matter of judgment based on the
experience with similar assets. The future economic benefits embodied in the assets are consumed principally
through use. However, other factors, such as technical or commercial obsolescence and wear and tear, often result in
the diminution of the economic benefits embodied in the assets. Management assesses the remaining useful lives in
accordance with the current technical conditions of the assets and estimated period during which the assets are
expected to earn benefits for the Group at the each financial year end. The following primary factors are considered:
(a) expected usage of the assets; (b) expected physical wear and tear, which depends on operational factors and
maintenance program; and (c) technical or commercial obsolescence arising from changes in market conditions. All
estimates of useful lives are set out in Note 3.
Where the estimated useful lives to differ by 10% from management’s estimates, the impact on depreciation for the
year ended 31 December 2017 would be to increase it by RR 76,192 or decrease it by RR 63,455
(31 December 2016: increase by RR 41,548 or decrease by RR 21,866).
Allowance for doubtful accounts
The Group makes allowance for doubtful receivables to account for estimated losses resulting from the inability of
customers to make required payments. When evaluating the adequacy of an allowance for doubtful accounts,
management bases its estimates on the current overall economic conditions, the ageing of accounts receivable
balances, historical write-off experience, customer creditworthiness and changes in payment terms. Changes in the
economy, industry or specific customer conditions may require adjustments to the allowance for doubtful accounts
recorded in the consolidated financial statements. Impairment charges are given in Note 12.
Deferred income tax asset recognition.
The recognised deferred tax asset represents income taxes recoverable through future deductions from taxable
profits and is recorded in the consolidated statement of financial position. Deferred income tax assets are recorded to
the extent that realisation 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 estimation based on last two
years taxable profits and expectations of future taxable profits. The future taxable profits and the amount of tax
benefits that are probable in the future are based on the medium term business plan prepared by management and
extrapolated results thereafter. The business plan is based on management expectations that are believed to be
reasonable under the circumstances. Key assumptions in the business plan are volumes of drilling penetration in
meter and profit margins expected to be earned on service contracts.
Based on the management analysis and expectations deferred tax asset was recognised in these financial statements
in amount of RR 314,410 as at 31 December 2017 (as at 31 December 2016 – RR 314,099). If the actual results
differ from the management expectations the recognised deferred tax asset will be written-off partially or in full.
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5.

Financial risk management
The Group’s principal financial liabilities comprise loans and borrowings and trade and other payables. The main
purpose of these financial liabilities is to finance the Group’s operations and to provide guarantees to support its
operations. The Group has trade and other receivables, cash and short-term deposits that arrive directly from its
operations.
At 31 December 2017 and 2016 the Group financial instruments were as follows:
31 December 2017

31 December 2016

345 752
3 897 259
4 243 011

632 959
3 901 033
4 533 992

(3 528 007)
(1 924 939)
(5 928 487)
(11 381 433)

(3 930 489)
(2 026 730)
(6 468 959)
(12 426 178)

Financial assets:
Cash and cash equivalents (Note 5)
Financial receivables (Note 12)
Total financial assets
Financial liabilities:
Financial payables (Note 17)
Current borrowings (Note 16)
Non-current borrowings (Note 16)
Total financial liabilities

At 31 December 2017 and 2016 the carrying values of the financial assets and financial liabilities approximated
their fair values.
The Group is exposed to credit risk, liquidity risk and market risk. The management reviews and agrees policies for
managing each of these risks which are summarized below.
Credit risk. Credit risk is the risk that a customer or counterparty to a financial instrument will fail to pay amounts
due or fail to perform causing financial loss to the Group. The Group’s credit risk principally arises from cash and
cash equivalents and from credit exposures of its customers relating to outstanding receivables and loans provided to
third parties. The Group has not used any financial risk management instruments in this or prior periods to hedge
against this exposure.
The Group only maintains accounts with banks and, therefore, believes that it does not have a material credit risk in
relation to its cash or cash equivalents. The Group focuses on servicing large Russian independent oil and gas
exploration and production customer groups which management considers creditworthy. The Group monitors and
assesses regularly the likelihood of collection on a customer-by-customer basis in order to mitigate exposure to
potential material losses from uncollected accounts. The Group believes that its financial receivables which are
neither past due nor impaired represent low exposure to credit risk. The Group believes that its maximum exposure
to credit risk is the carrying value of its financial assets recognised in the consolidated statement of financial
position at 31 December 2017 and 2016.
At 31 December 2017 the ageing of the financial receivables was as follows:

Trade receivables
Unbilled amounts due for construction contract work
Within 90 days
91 to 180 days
181 to 360 days
Past due
Total

Total before
impairment
provision
1 067 985
2 420 726
243 482
167 968
149 042
4 049 203

Impaired
(2 902)
(149 042)
(151 944)

Total
recognised
1 067 985
2 420 726
243 482
165 066
-

Neither past due
nor impaired
1 067 985
2 420 726
243 482
165 066
-

3 897 259

3 897 259

Total
recognised
1,460,489
1,903,555
287,145
249,844
-

Neither past due
nor impaired
1,460,489
1,903,555
287,145
249,844
-

3,901,033

3,901,033

At 31 December 2016 the ageing of the financial receivables was as follows:

Trade receivables
Unbilled amounts due for construction contract work
Within 90 days
91 to 180 days
181 to 360 days
Past due
Total

Total before
impairment
provision
1,460,489
1,903,555
287,145
260,150
146,734
4,058,073
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(10,306)
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5. Financial risk management (continued)
Movements of the Group’s provision for allowance for doubtful accounts of trade and other receivables for 2017
year were as follows:

Allowance for doubtful accounts
Trade receivables
Other receivables
Advances issued
Total

31 December 2016
157 040
11 673
118 069
286 782

Written-off against
provision
(8 694)
(323)
(25 428)
(34 445)

Additional /
(reversed)
provision
3 598
67
238
3 903

31 December 2017
151 944
11 417
92 879
256 240

Movements of the Group’s provision for allowance for doubtful accounts of trade and other receivables for 2016
year were as follows:

Allowance for doubtful accounts
Trade receivables
Other receivables
Advances issued
Total

31 December 2015
140,363
586
38,167

Written-off
against provision
(3,312)
(563)
(20,598)

Additional /
(reversed)
provision
19,989
11,650
100,500

31 December 2016
157,040
11,673
118,069

179,116

(24,473)

132,139

286,782

The past due trade receivables as at 31 December 2017 and 2016 mainly comprise of a receivable from customer
that went bankrupt and therefore was not able to pay for services rendered majorly in 2013 in the amount of
RR 125,282. Therefore, the Group initiated an arbitration court procedure against the debtor. At 31 December 2017,
the Group’s claims were included into schedule of creditors, in the management’s view it is probable that the
receivables will not be recovered in full. In 2017 the customer partly paid the amount of RR 5,660 so as at 31
December 2017 accounts receivable from this customer totaled RR 119,622 (as at 31 December – RR 125,282).
The past due advances issued as at 31 December 2017 and 2016 mainly comprise of advances issued for purchase of
property, plant and equipment to a supplier that went bankrupt in the amount of RR 88,211. In 2016 the Group
initiated an arbitration court procedure against the debtor.
The individually impaired other receivables relate to debtors which are in difficult economic situations and in
default on obligations for the period of more than 360 days. In the management’s view a portion of the receivables
will be recovered.
Cash and cash equivalents held at 31 December 2017 and 2016 comprised cash on hand and short-term bank
deposits. The credit quality of cash and cash equivalents balances are summarized below. Ratings are actual at
31 December 2017.
Bank

Rating agency

Rating

JSC Gazprombank
PJSC Sberbank
PJSC West Siberian Commercial Bank
PJSC Rosbank
JSC SMP Bank
PJSC Promsvyazbank
PJSC Bank FK Otkrytie
JSC VBRR
PJSC Bank VTB
JSC Unicreditbank
Cash on hand
Total cash at bank

Moody's
Moody's
unrated
Moody's
unrated
Moody's
Moody's
Moody's
Moody's
Fitch
-

Ba2
Ba2
Ba2
Ba2
Ba2
Ba2
Ba2
BBB-

31 December 2017

31 December 2016

321 221
9 499
7 135
5 854
996
437
388
117
37
2
66
345 752

496 512
13 854
2 761
6 544
618
1 234
416
110 694
242
84
632 959

Concentration risk. The Groups main customers are companies controlled by the natural gas producer
PJSC Novatek. In 2017 69% of revenue (2016: 66%) resulted from drilling contracts with this counterparty. To
reduce the risks arising from reliance on a single customer, the group is actively seeking to expand its customer base
to other companies. The company has signed further supply contracts with other customers and expects the
percentage of revenue arising from Novatek subsidiaries to reduce over time. Management believes that long
successful cooperation with its customers will provide the Group with future orders which are supported by longterm agreements.
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5. Financial risk management (continued)
Liquidity risk. Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The Group manages the liquidity risk by regularly updating its financing plan to closely monitor
its funding needs against its medium term funding plans.
The Group maintains adequate relationships with Russian financial institutions and has been and continues to be
able to raise funds in debt markets to meet its debt service requirements.
The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the remaining
period at the statement of financial position date to contractual maturity date. The amounts disclosed in the table are
the contractual undiscounted cash flows.
At 31 December 2017
Borrowings (excluding finance lease liability)
Finance lease liabilities
Trade and other payables
Total

Less than 1 year
2 195 448
655 784
3 528 007
6 379 239

Between 1 and 2 years
3 667 221
384 407
120 000
4 171 628

Between 2 and 5 years
2 543 267
263 369
2 806 636

At 31 December 2016
Borrowings (excluding finance lease liability)
Finance lease liabilities
Trade and other payables
Total

Less than 1 year
2 205 861
856 054
3 930 489
6 992 404

Between 1 and 2 years
2 366 708
467 566
2 834 274

Between 2 and 5 years
4 532 195
261 212
4 793 407

Interest rate risk. The Group is exposed to interest rate risk from its variable interest rate borrowings, which was not
hedged. The Group assesses interest rate risk by reference to market information about ranges of changes in floating
interest rates of both actual movements during the year prior the reporting period and reasonably possible changes in
the year thereafter.
In 2017, the Group determined such interest rate sensitivity as one percentage point and determined that if the
floating interest rates increased by one percentage point, with all other variable remain constant, the Group’s profit
for the year ended 31 December 2017 would decrease by RR 52,168 (for the year ended 31 December 2016 –
decrease by RR 8,972). For the decreasing of floating interest rate by one percentage point effect is approximately
opposite.
The Group is exposed to risk of change in fair value concerning fluctuations of market interest rates for borrowings
which were at fixed interest rates during 2017 and 2016.
The Group does not use any hedging instruments to manage its exposure to changes in interest rates because
management of the Group considers that there is no necessity to do so.
Foreign currency risk. The Group has certain operations denominated in foreign currency and, therefore, is exposed
to foreign currency risk arising due to changes in US dollar and EUR exchange rates against the Russian Ruble.
Foreign currency risk is managed by making operating decisions depending on the current market situation. The
amounts of the Group’s assets and liabilities denominated in a foreign currency other than the functional currency of
the Group’s companies at 31 December 2017 are provided below:
Advances issued
Loan provided to related party
Cash at bank
Trade accounts payable
Net total, in foreign currency
Net total at 31 December 2017, in RR at the exchange rate
at the reporting date
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in thousand USD
932
170
3
(56)
1 049

in thousand EUR
38
21
59

Total

60 423

4 063

64 486
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5. Financial risk management (continued)
The amounts of the Group’s assets and liabilities denominated in a foreign currency other than the functional
currency of the Group’s companies at 31 December 2016 are provided below:
Advances issued
Trade accounts payable
Net total, in foreign currency
Net total at 31 December 2016, in RR at the exchange rate at
the reporting date

in thousand USD
500
(23)
477

in thousand EUR
398
(3)
395

Total

28,933

25,205

54,138

The Group’s sensitivity to the strengthening of the US Dollar against the Russian Ruble by 10% reflects in
increasing in profit before tax by RR 6,042 (2016 – increasing by RR 2,894). The Group’s sensitivity to the
strengthening of EUR against the Russian Ruble by 10% reflects in increasing in profit before tax by RR 406 (2016
– increasing by RR 2,521). This analysis assumes that all other variables remain constant. This analysis is based on
foreign currency exchange rate variances that the Group considered to be reasonably possible at the end of the
reporting period. The analysis was applied to monetary items at the end of the reporting period denominated in
respective currencies. The effect of corresponding strengthening of Russian Ruble against US Dollar and EUR is
approximately opposite.
Capital management risk. Capital includes equity attributable to the equity holders of parent. The primary objective
of the Group’s capital management is to ensure that it maintains a strong credit rating and healthy capital ratios in
order to support its business and maximise shareholder value. The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions. To maintain or adjust the capital structure, the Group
may adjust the dividend payment to shareholders or issue new shares. No changes were made in the objectives,
policies or processes for managing capital during the years ended 31 December 2017 and 2016.
The Group monitors capital using net debt-to-capital ratio, which is net debt excluding finance lease liabilities
divided by total capital plus net debt excluding finance lease liabilities. The Group’s policy is to keep the ratio
between 30% and 40%. As at 31 December 2017 and 2016 it was higher due to purchase of treasury shares (1 share
and 40% less 1 share, respectively) from its shareholder JSC Gazprombank.
Bank loans (Note 16)
Loans (Note 16)
Less: cash and cash equivalents (Note 5)
Net debt excluding finance lease liabilities
Total equity
Equity and net debt excluding finance lease liabilities
Debt-to-equity ratio
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31 December 2017
6 412 670
402 840
(345 752)
6 469 758

31 December 2016
6 582 932
549 498
(632 959)
6 499 471

(14 572)
6 455 186
100%

(489 243)
6 010 228
108%
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6.

Revenue
Year ended 31 December
2017
2016
17 431 599
15 694 831
295 595
227 607
17 727 194
15 922 438

Service contracts
Other services
Total revenue

The Group’s service contracts represent majorly exploration and development drilling, while other services
represent majorly geotechnical surveying, other oilfield services and transportation services.
The status of service contracts in progress at 31 December 2017 and 2016:
Year ended 31 December
2017
2016
4 747 442
3 536 517
5 223 062
5 612 740
4 939 621
5 862 446
283 441
(249 706)
194 074
-

Contract revenue recognised as revenue in the period
Contract costs incurred and recognised profits / (losses) to date
Contract costs incurred
Recognised profits less recognised losses, net
Advances received

The recognition of the revenue from service contracts uncompleted as of 31 December 2017 is primarily based on an
assumption of profit margins expected to be earned from inception to completion of each contract. If such expected
profit margins reduced by one percent, the revenue from such contracts will reduce by RR 48,611. If expected profit
margins increased by one percent, the revenue from such contract will increase by RR 68,507.

7.

Cost of Sales
Year ended 31 December
2017
2016
7 190 036
7 314 235
2 870 480
2 396 963
2 228 367
2 011 332
1 193 588
1 253 544
14 240
(29 720)
150 034
90 219
13 646 745
13 036 573

Services
Payroll expenses
Materials and supplies
Depreciation
Allowance for / (Reverse of) inventory impairment provision
Other
Total

For the year ended 31 December 2017 payroll expenses include payments to social funds in the amount of
RR 486,458 (2016: RR 425,927).

8.

Administrative expenses
Year ended 31 December
2017
2016
878 389
696 106
195 966
188 395
3 903
132 139
82 723
112 254
13 180
20 664
18 554
18 746
22 263
22 492
1 214 978
1 190 796

Payroll expenses
Services
Accrual of allowance for doubtful accounts
Bank fees
Depreciation
Materials and supplies
Other
Total administrative expenses

For the year ended 31 December 2017 payroll expenses include payments to social funds in the amount of
RR 98,896 (2016: RR 65,871).
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9.

Other operating income and expenses
Year ended 31 December
2017
2016
148 695
21 459
57 956
6 648
18 248
17 044
11 621
28 629
4 293
11 419
12
1 767
45 548
5 013
16 651
245 838
149 165
282 222
108 462
201 683
170 344
22 592
4 401
13 555
47 023
7 652
11 254
5 946
3 932
5 492
3 100
1 621
8 600
13 959
8 600
52 795
38 508
593 558
418 183
347 720
269 018

Other rental income
Fines and penalties
Accounting for surpluses after inventory stocktaking
Reverse of provision for legal claims
Rental income derived from investment property
Accounts payable write-off
Income from legal claims against third parties
Other income
Total other operating income
Fines and penalties
Provision for legal claims
Loss from sale of inventories
Rental expenses
Employment termination and social expenses
Taxes other than income tax
Charitable contributions
Direct operating expenses arising from investment property
Expenses under void orders
Expenses for legal claims against the Group
Other expenses
Total other operating expenses
Total other operating expenses, net

10. Finance income and expense
Year ended 31 December
2017
2016
Finance expense
Interest expense on bank borrowings
Interest expense on finance lease liabilities
Interest expense on loans
Foreign exchange loss, net
Other
Total finance expense
Finance income
Interest income on short-term bank deposits
Interest income on loans provided to related parties
Foreign exchange gain, net
Interest income on loan provided to parent company
Other
Total finance income

819 381
219 684
76 782
38 087
489
1 154 423

521 036
317 060
54 814
892 910

20 719
842
21 561

38 216
1 455
16
7
39 694

11. Inventories
31 December 2017
2 307 403
(51 420)
2 255 983

Materials and supplies
Allowance for inventory impairment provision
Total inventories

31 December 2016
2 098 616
(37 180)
2 061 436

Movements of the Group’s allowance for inventory impairment provision for 2017 and 2016 were as follows:
Year ended 31 December
2017
2016
37 180
66 900
14 240
(29 720)
51 420
37 180

Opening balance as at 1 January
Additional / (reversed) provision
Closing balance as at 31 December

24

Investgeoservice Group
Notes to the Consolidated Financial Statements – 31 December 2017
(All amounts are in thousands of Russian Rubles unless stated otherwise)

12. Trade and other receivables

Financial receivables
Trade receivables (net of allowance for doubtful accounts of RR 152 million
and RR 157 million at 31 December 2017 and 2016, respectively)
Amounts due from customers for contract work
Total financial receivables
Non-financial receivables
Advances issued to suppliers (net of allowance for doubtful accounts of RR 93
million and RR 118 million at 31 December 2017 and 2016, respectively)
Taxes receivable / recoverable
Other current receivables (net of allowance for doubtful accounts of RR 11
million and RR 12 million at 31 December 2017 and 2016, respectively)
Total non-financial receivables
Total trade and other receivables

31 December 2017

31 December 2016

2 829 274

2 440 544

1 067 985
3 897 259

1 460 489
3 901 033

292 011

299 316

429 004

432 098

98 085

265 788

819 100
4 716 359

997 202
4 898 235

31 December 2017

31 December 2016

146 103

113 636

146 103

113 636

Other non-current receivables
Advances issued for property, plant and equipment acquisition (net of
allowance for doubtful accounts of RR nil as at 31 December 2017 and 2016)
Total other non-current assets

13. Property, plant and equipment

Buildings

Machinery
and
equipment

Transport
vehicles

Other

Construction
in progress

Total

8 102 842
1 281
(1 528 221)
6 575 902
719 735
(7 816)
300 544
7 588 365

649 001
2 307
(1 864)
649 444
35 051
(13 528)
670 967

3 920 106
110 235
(111 006)
8 044
3 927 379
663 871
(109 819)
19 942
4 501 373

538 087
63 969
(177 347)
424 709
147 912
(28 761)
5 880
549 740

51 831
4 412
(183)
3 809
59 869
1 814
(5 493)
56 190

18 979
327 858
(11 853)
334 984
53 706
(326 366)
62 324

13 280 846
510 062
(1 818 621)
11 972 287
1 622 089
(165 417)
13 428 959

Accumulated depreciation
At 31 December 2015
(2 808 915)
Depreciation charge
(835 061)
Disposals
819 252
At 31 December 2016
(2 824 724)
Depreciation charge
(763 102)
Disposals
7 816
At 31 December 2017
(3 580 010)

(237 065)
(37 534)
1 419
(273 180)
(41 535)
12 404
(302 311)

(2 625 194)
(352 956)
57 827
(2 920 323)
(351 041)
96 022
(3 175 342)

(459 155)
(41 010)
152 028
(348 137)
(43 426)
28 536
(363 027)

(34 926)
(7 647)
183
(42 390)
(7 664)
5 494
(44 560)

-

(6 165 255)
(1 274 208)
1 030 709
(6 408 754)
(1 206 768)
150 272
(7 465 250)

411 936
376 264
368 656

1 294 912
1 007 056
1 326 031

78 932
76 572
186 713

16 905
17 479
11 630

18 979
334 984
62 324

7 115 591
5 563 533
5 963 709

Cost
At 31 December 2015
Additions
Disposals
Transfers
At 31 December 2016
Additions
Disposals
Transfers
At 31 December 2017

Net book value
At 31 December 2015
At 31 December 2016
At 31 December 2017

Drilling
rigs

5 293 927
3 751 178
4 008 355

The Group leases drilling rigs, production machinery and equipment and transport vehicles under a number of
finance lease agreements. At 31 December 2017 the net carrying amount of leased drilling rigs was RR 2,168,390;
the net carrying amount of leased machinery and equipment was RR 20,895; the net carrying amount of leased
transport vehicles was RR 44,937 (31 December 2016: RR 2,203,063, RR nil and RR nil, respectively).
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13. Property, plant and equipment (continued)
Gross book value of these assets represent non-cash additions of property, plant and equipment, and amounted for
drilling rigs RR 328,379; for machinery and equipment RR 29,403; for transport vehicles RR 65,305 (there were no
additions of leased property, plant and equipment in the year ended 31 December 2016).
In addition to the above property, plant and equipment at 31 December 2017 were pledged in the amount of
RR 1,067,266 (31 December 2016: RR 480,039) (Note 16).
The Group did not capitalise interest on borrowings in 2017 and 2016, as there were no qualifying assets.
The net book value of assets under construction includes drilling rig ZJ50DBS in the amount of RR 296,610 and a
set of drilling pipes in total amount of RR 17,376 which were purchased in December 2016 and were put into
operation in the year ended 31 December 2017.
14. Investment property / Assets held for sale
Assets held for sale
Year ended 31 December
2017
2016
86 689
(86 689)
-

Opening balance at 1 January
Reclass form assets held for sale into investment property
Closing balance at 31 December

Investment property

Opening balance at 1 January
Reclass form assets held for sale into investment property
Net loss form fair value adjustments
Closing balance at 31 December

Year ended 31 December
2017
2016
45 722
86 689
(40 967)
45 722
45 722

Rental income derived from investment property / assets held for sale
Direct operating expenses
Net profit arising from investment property / assets held for sale

Year ended 31 December
2017
2016
4 293
11 419
(1 621)
(8 600)
2 672
2 819

At 31 December 2014 Central base for production procurement was reclassified from investment property to assets
held for sale due to changes in management intentions. The management intended to sell it out to
JSC Urengoygoravtodor, which has been a tenant for many years. It was preliminary agreed that the price would be
RR 167,147 including VAT paid in equal instalments within 5 years. The fair value of it was determined based on
discounted cash inflows at the WACC rate of 21.32%.
As at 31 December 2016 the negotiations with the customer were suspended and it was highly probable that the
transaction would not be finalized within the year. Thus, it was reclassified back to investment property with
charging loss on fair value adjustment as difference between its carrying amount of assets held for sale and carrying
amount of investment property on the date it was reclassified from investment property to assets held for sale.
The Group has no restrictions on the realizability of its investment property and no contractual obligations to either
purchase, construct or develop investment property.

15. Goodwill and intangible assets
Goodwill
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Cost
At 31 December 2015
Additions
Disposals
At 31 December 2016
Additions
Disposals
At 31 December 2017

13 145
13 145
13 145

40 938
8 108
49 046
10 648
59 694

14 578
133
14 711
120
14 831

68 661
8 241
76 902
10 768
87 670

-

(30 251)
(9 966)
(40 217)
(10 229)
(50 446)

(8 346)
(2 001)
(10 347)
(936)
(11 283)

(38 597)
(11 967)
(50 564)
(11 165)
(61 729)

13 145
13 145
13 145

10 687
8 829
9 248

6 232
4 364
3 548

30 064
26 338
25 941

Accumulated amortisation
At 31 December 2015
Amortisation
Disposals
At 31 December 2016
Amortisation
Disposals
At 31 December 2017
Net carrying amount
At 31 December 2015
At 31 December 2016
At 31 December 2017

Goodwill in the amount of RR 13,145 was recognized as excess of consideration paid over fair value of net assets of
Group’s subsidiary JSC “PGO Tyumengeologia” in 2009 as at the date of acquisition.
The Group tests goodwill for impairment at least annually. Determining whether goodwill is impaired requires an
estimation of the value in use of the cash generating units to which goodwill has been allocated. The value in use
calculation requires management to estimate the future cash flows expected to arise from the cash generating unit
and a suitable discount rate in order to calculate present value. Management believes that no reasonably possible
change in any of the assumptions would cause the carrying value of the cash generated unit to materially exceed its
recoverable amount.
16. Borrowings
Non-current borrowings
Bank loans
JSC Gazprombank
PJSC Rosbank
JSC SMP Bank
PJSC Sberbank
GPB-DI Holding Ltd
PJSC Bank FK Otkrytie
Total bank loans
Loans
Aptus Growth Opportunities Ltd
LLC NGK Gorny
Total loans
Finance lease liability

Interest rate

Year of maturity

31 December 2017

31 December 2016

CBR key rate + 2.5%
11%
CBR key rate + 2.1%
10.25%
CBR key rate + 2.5%
13%

2021
2021
2019
2019
2018
2020

2 499 995
1 251 055
772 450
500 572
5 024 072

3 740 859
472 534
1 150 000
618 910
5 982 303

CBR key rate + 2.5%
CBR key rate + 2.5%

2021
2021

11% - 28%

2020

384 000
384 000
521 992

396 066
153 432
549 498
658 850

Current portion of borrowings
Total non-current borrowings

16. Borrowings (continued)
Current borrowings
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(721 692)

5 928 487

6 468 959
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Interest rate
Bank loans
JSC SMP Bank
PJSC Rosbank
PJSC Sberbank
JSC Gazprombank
Total bank loans
Loans
LLC NGK Gorny
Total loans
Finance lease liability
Current portion of borrowings
Total current borrowings

31 December 2017

31 December 2016

788 598
500 000
100 000
-

11
600 618

1 388 598

600 629

18 840
18 840
515 924
1 577
1 924 939

704 409
721 692
2 026 730

CBR key rate + 2.1%
11%
10.25%
13.8% - 14%

CBR key rate + 2.5%
11% - 28%

The Group is subject to certain covenants related primarily to its loans and borrowings. The Group was in
compliance with all covenants at 31 December 2017 and 2016.
As at 31 December 2017 the Group did not have unused limits under its credit line agreements. As at 31 December
2016 the Group had unused limits under credit line agreements with JSC Gazprombank in the amount of
RR 809,142.
Property, plant and equipment have been pledged as collateral for bank loans at 31 December 2017 in the amount of
RR 1,067,266 (at 31 December 2016: RR 480,039) (Note 13).
Minimum lease payments under finance leases and their present values as at 31 December 2017 are presented in the
table below:

Minimum lease payments at 31 December 2017
Less future finance charges
Present value of minimum lease payments at 31 December 2017

Due in 1 year
655 784
(139 860)
515 924

Due between 1
and 5 years
647 776
(125 784)
521 992

Total
1 303 560
(265 644)
1 037 916

Minimum lease payments under finance leases and their present values as at 31 December 2016 are presented in the
table below:

Minimum lease payments at 31 December 2016
Less future finance charges
Present value of minimum lease payments at 31 December 2016

Due in 1 year
856,054
(151,645)
704,409

Due between 1
and 5 years
728,778
(69,928)
658,850

Total
1,584,832
(221,573)
1,363,259

17. Trade and other payables
31 December 2017

31 December 2016

Financial payables
Trade payables
Amounts due to customers for contract work
Total financial payables

3 517 433
10 574
3 528 007

3 914 742
15 747
3 930 489

Non-financial payables
Advances received
Staff payables
Accruals for unused vacations and bonus
Taxes payable
Accrued current liability for treasury shares
Other current payables
Total non-financial payables
Total accounts payable

203 757
72 436
715 721
570 673
480 000
111 413
2 154 000
5 682 007

693 636
50 698
611 640
365 930
4 190
1 726 094
5 656 583

17. Trade and other payables (continued)
Taxes payable at 31 December 2017 and 2016 were as follows:
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Value-added tax
Personal income tax
Property tax
Mandatory social contributions
Other taxes
Total other taxes payable

31 December 2017
512 449
10 382
2 535
44 438
869
570 673

31 December 2016
326 766
6 118
1 890
29 956
1 200
365 930

31 December 2017
120 000
11 069
131 069

31 December 2016
10 141
10 141

31 December 2017
338 051
338 051

31 December 2016
170 344
170 344

Other non-current payables and accrued liabilities
Accrued non-current liability for treasury shares
Defined benefit obligations
Total other non current payables and accrued liabilities

18. Provisions
Provisions for legal claims
Total provisions

The Group is currently involved in a number of legal disputes. The amount provided represents the management
best estimate of the Group's liability having taken legal advice. Uncertainties relate to whether claims will be settled
out of court or if not whether the Group is successful in defending any action. The management believes that the
claims provided will be settled within one year from the reporting dates.
The most significant legal claims as at 31 December 2017 represent the claims from Halliburton International in the
amount of RR 142,279 and from JSC Baker Hughes in the amount of RR 141,432.
The most significant legal claim as at 31 December 2016 represents the claim from JSC Baker Hughes in the
amount of RR 141,432.
Movement of provisions for legal claims for the years 2017 and 2016 are provided in the table below:
Year ended 31 December
2017
2016
170 344
30 079
201 683
170 344
(22 355)
(1 450)
(11 621)
(28 629)
338 051
170 344

Opening balance as at 1 January
Charged to profit or loss
Utilised in year
Reverse of provisions
Closing balance as at 31 December

19. Income tax
Year ended 31 December
2017
2016
341 889
194 761
(2 427)
(39 288)
339 462
155 473

Current income tax expense
Deferred income tax (benefit) / expense
Income tax expense

Reconciliation of income taxes. The table below reconciles actual income tax expense and theoretical income tax
related to the continuing operations, determined by applying the Russian statutory income tax rate to income before
income tax and non-controlling interest.

19. Income tax (continued)
Year ended 31 December
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Profit before tax
Theoretical tax expense at Russian statutory income tax rate of 20%
Tax effects of:
Expenses not deductible for tax purposes
Income tax expense

2017
1 414 133
(282 827)

2016
688 713
(137 743)

(56 635)
(339 462)

(17 730)
(155 473)

Deferred income tax. Differences between IFRS and statutory tax regulations give rise to the temporary differences
between the carrying value of assets and liabilities for financial reporting purpose and their income tax bases.
Property, plant and equipment
Non-current receivables
Investment property
Losses carried forward
Inventories
Trade and other receivables
Non-current borrowings
Other non-current payables
Current borrowings
Trade and other payables
Total

31 December 2016
(644 035)
12 138
31 218
399 878
201 163
(484 902)
975
(60 301)
586 077
271 888
314 099

Charge to P&L
(32 251)
1 495
(115 285)
(41 507)
(60 827)
(42 999)
46 419
(27 596)
274 978
2 427

31 December 2017
(676 286)
13 633
31 218
284 593
159 656
(545 729)
(42 024)
(13 882)
558 481
546 866
316 526

Current portion of net deferred tax assets in amount of RR 719,272 at 31 December 2017 represents the amount of
deferred tax assets to be recovered during the year ended 31 December 2018.
Difference in useful life and deemed cost for IFRS and statutory tax regulations results in property, plant and
equipment temporary differences. Implementing of IAS 11 gives rise to temporary differences between IFRS and
statutory tax regulations for trade and other payables and for trade and other receivables. Different treatment of
finance lease under IFRS and statutory tax regulations reflects in property, plant and equipment and borrowings
(current and non-current) temporary differences.
Property, plant and equipment
Non-current receivables
Investment property / Assets held for sale
Losses carried forward
Inventories
Trade and other receivables
Non-current borrowings
Other non-current payables
Current borrowings
Trade and other payables

31 December 2015
(924,437)
22,783
23,025
532,570
188,864
(667,234)
252,889
(74,496)
772,500
148,347

Charge to P&L
280,402
(10,645)
8,193
(132,692)
12,299
182,332
(251,914)
14,195
(186,423)
123,541

31 December 2016
(644,035)
12,138
31,218
399,878
201,163
(484,902)
975
(60,301)
586,077
271,888

274,811

39,288

314,099

Total

Current portion of net deferred tax assets in amount of RR 574,227 at 31 December 2016 represents the amount of
deferred tax assets to be recovered during the year ended 31 December 2017.
The temporary differences associated with undistributed earnings of subsidiaries amount to RR 320,919 and
RR 127,259 at 31 December 2016 and 2016, respectively. A deferred tax liability on these temporary differences
was not recognised because management controls the timing of the reversal of the temporary differences and
believes that they will not reverse in the foreseeable future.

20. Share capital

At 31 December 2016
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At 31 December 2017

226,987

226,987

Ordinary shares
At 31 December 2017 and 2016 the issued and paid share capital comprised 226,987 ordinary shares. The ordinary
shares have par value of 1,000 Rubles. The holders of ordinary shares are entitled to receive dividends as declared
from time to time, and are entitled to one vote per share at meetings of the Group.
In October 2016 JSC Gazprombank sold 40% less 1 share to IGS Drilling Ltd (Cyprus) for RR 4,417,000. IGS
Drilling Ltd (Cyprus) is 100% subsidiary of JSC IGS. 30% shares out of 40% less 1 share were purchased for RR
4,017,000 and advance in the amount of RR 400,000 was paid for the remaining 10% shares. The final price for
10% shares was planned to agree upon valuation of independent appraiser. The remained 1 share with 1 voting right
in Board of Directors was held by JSC Gazprombank. The transaction was financed by JSC Gazprombank by a
number of loans issued to JSC IGS in the total amount of RR 3,500,000 under CBR key rate + 2.5% (Note 16). The
remainder was financed by JSC IGS in cash. As a result treasury shares in total amount of RR 4,417,000 were
accounted in equity of the Group as at 31 December 2016. Besides, these treasury shares were pledged as collateral
for bank loans provided by JSC Gazprombank.
In 2017, the parties agreed the final price for 10% shares out of which 1 share was held by JSC Gazprombank. The
additional agreed amount was RR 600,000; total price for 10% shares was agreed in the amount of RR 1,000,000.
Thus, as at 31 December 2017 relevant liability due to JSC Gazprombank was accrued as well as cost of treasury
shares was increased by RR 600,000. In accordance with agreement the Group will pay this amount in equal
installments during 15 months starting January 2018. Delivery-acceptance of 1 share from JSC Gazprombank will
take place upon last payment but not later than in March 2019. Therefore JSC Gazprombank will cease to be
shareholder of the Group not later than in March 2019.
No dividends were declared nor paid by the Group in 2017 nor in 2016.

21. Earnings per share
Basic and diluted earnings per share are calculated by dividing the profit attributable to shareholders by the
weighted average number of ordinary shares in issue during the year.
Profit per share was calculated as follows:
31 December 2017
226 987
1 074 576
4 734

Weighted average number of ordinary shares
Profit attributable to shareholders
Basic and diluted profit per share (in RR per share)

31 December 2016
226 987
533 041
2 348

22. Related party transactions
Parties are generally considered to be related if the parties are under common control or if one party has the ability
to control the other party or can exercise significant influence or joint control over the other party in making
financial and operational decisions. In considering each possible party relationship, attention is directed to the
substance of the relationship, not merely the legal from.
JSC Gazprombank and its subsidiaries are considered to be related parties to the Group as JSC Gazprombank can
exercise significant influence over the Group since September 2012 when it acquired 40% of share capital of parent
company of the Group. In October 2016 JSC Gazprombank sold its 40% less 1 share to the Group company IGS
Drilling Ltd (Cyprus) but remained 1 share with voting right in Board of Directors (Note 20). In the end of 2017 the
parties agreed the final price for remained 1 share. The delivery-acceptance of this 1 share is to be executed in 1 st
quarter of 2019 upon final payment. Therefore JSC Gazprombank is considered to be related party to the Group for
the year ended 31 December 2017 as it can exercise significant influence over the Group.
LLC NGK Gorny is considered to be related party to the Group as it is controlled by some of the same shareholders
as the Group.

22. Related party transactions (continued)
The following balances of transactions with related parties were as at 31 December 2017 and 2016:
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Accounts receivable from LLC NGK Gorny
Accounts receivable from LLC Eriell Neftegazservice (associated company of
JSC Gazprombank)
Other receivables from JSC SOGAZ (subsidiary of JSC Gazprombank)
Loans provided to related parties
Accrued current liability due to JSC Gazprombank for treasury shares
Accrued non-current liability due to JSC Gazprombank for treasury shares
Accounts payable due to LLC Eriell Neftegazservice (associated company of
JSC Gazprombank)
Accounts payable due to JSC Gazprombank
Finance lease liability due to JSC GPB Leasing (subsidiary of JSC
Gazprombank)
Loan from JSC Gazprombank
Loan from GPB-DI Holding Ltd (Cyprus, subsidiary of JSC Gazprombank)
Loan from LLC NGK Gorny

31 December 2017
186 357

31 December 2016
-

13 517
1 681
58 792
(480 000)
(120 000)

10 461
3 089
-

(21 016)
(2 360)

(6 550)
-

(116 487)
(2 499 995)
(18 840)

(554 347)
(4 341 477)
(1 150 000)
(153 432)

The following transactions were carried out with related parties in 2017 and 2016:

Sales revenue for well construction services from LLC NGK Gorny
Sales revenue for transportation services from LLC Eriell Neftegazservice (associated
company of JSC Gazprombank)
Sales revenue from sale of inventories to LLC Eriell Neftegazservice (associated company of
JSC Gazprombank)
Interest income on deposits placed with JSC Gazprombank
Interest income on loan provided to parent company - IGS Investments Limited (Cyprus) *
Interest income on loans provided to related parties
Insurance services from JSC SOGAZ (subsidiary of JSC Gazprombank)
Purchase of inventories from LLC Eriell Neftegazservice (associated company of JSC
Gazprombank)
Purchase of inventories from LLC NGK Gorny
Cost of services from LLC Eriell Neftegazservice (associated company of JSC
Gazprombank)
Interest expense on finance lease from JSC GPB Leasing (subsidiary of JSC Gazprombank)
Interest expense on loan from JSC Gazprombank
Interest expense on loan from GPB-DI Holding Ltd (Cyprus, subsidiary of JSC
Gazprombank)
Interest expense on loan from LLC NGK Gorny

Year ended 31 December
2017
2016
735 829
16 367
637

5 162

4 301
9 710
842
(2 360)

2 744
26 823
16
(11 736)

(37 085)

(11 123)
-

(29 676)
(77 371)
(359 988)

(5 551)
(177 495)
(134 264)

(97 886)
(15 407)

(25 529)
(3 432)

* IGS Investments Limited (Cyprus) ceased to be parent company of IGS Group in October 2016
Property, plant and equipment have been pledged as collateral for bank loans from OJSC Gazprombank at
31 December 2017 in the amount of RR 1,067,266 (At 31 December 2016 in the amount of RR 66,570).
Management compensation
The key management personnel include the members of Board of Directors, general director, deputy general
director, financial director, executive director, director for operations and managing director. The total number of
the key management personnel comprise of 7 employees in 2017 and 2016. In 2017 and 2016 the members of Board
of Directors who are not also employees of the Group (5 persons) did not receive any remuneration so they were not
included in total number of the key management personnel.
In 2017 and 2016, the Group’s key management personnel compensation represented by salary and bonuses totalled
RR 301,031 and RR 137,243, respectively.

23. Contingencies, Commitments and Operating Risks
Operating environment of the Group. The Group, through its operations, has a significant exposure to the economy
and financial markets of the Russian Federation.
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Russian Federation. Emerging markets such as Russia are subject to different risks than more developed markets,
including economic, political and social, and legal and legislative risks. Laws and regulations affecting businesses in
Russia continue to change rapidly, tax and regulatory frameworks are subject to varying interpretations. The future
economic direction of Russia is heavily influenced by the fiscal and monetary policies adopted by the government,
together with developments in the legal, regulatory, and political environment.
Because Russia produces and exports large volumes of oil and gas, its economy is particularly sensitive to the price
of oil and gas on the world market, which were subject to significant fluctuations in 2017 and 2016. Management is
unable to reliably estimate the effects of any further price fluctuations on the Company’s financial position.
Starting from March 2014, sanctions have been imposed in several packages by the U.S. and the E.U. on certain
Russian officials, businessmen and companies. International credit agencies downgraded Russia’s long-term foreign
currency sovereign rating with a negative outlook. The exchange rate of the Russian Rouble depreciated
significantly. These developments may result in reduced access of the Russian businesses to international capital and
export markets, capital flight, further weakening of the Ruble and other negative economic consequences.
The impact of further political and economic developments in Russia on future operations and financial position of
the Group is at this stage difficult to determine.
Contractual commitments. In the normal course of business, the Group entered into contracts for the purchase of
property, plant and equipment. At 31 December 2017 and 2016, the Group had no any contractual commitments.
Environmental matters. The enforcement of environmental regulation in the Russian Federation is evolving and the
enforcement posture of government authorities is continually being reconsidered. The Group periodically evaluates
its obligations under environmental regulations. As obligations are determined, they are recognised immediately.
Potential liabilities, which might arise as a result of changes in existing regulations, civil litigation or legislation,
cannot be estimated but could be material. In the current enforcement climate under existing legislation,
management believes that there are no significant liabilities for environmental damage.
Tax contingencies. Russian tax and customs legislation which was enacted or substantively enacted at the end of the
reporting period, is subject to varying interpretations when being applied to the transactions and activities of the
Group. Consequently, tax positions taken by management and the formal documentation supporting the tax
positions may be successfully challenged by relevant authorities. Russian tax administration is gradually
strengthening, including the fact that there is a higher risk of review of tax transactions without a clear business
purpose or with tax incompliant counterparties. Fiscal periods remain open to review by the authorities in respect of
taxes for three calendar years preceding the year of review. Under certain circumstances reviews may cover longer
periods.
Amended Russian transfer pricing legislation is effective from 1 January 2012. The new transfer pricing rules
appear to be more technically elaborate and, to a certain extent, better aligned with the international transfer pricing
principles developed by the Organisation for Economic Cooperation and Development. The new legislation provides
the possibility for tax authorities to make transfer pricing adjustments and impose additional tax liabilities in respect
of controlled transactions (transactions with related parties and some types of transactions with unrelated parties),
provided that the transaction price is not on an arm's length basis.
The transfer pricing legislation that is applicable to transactions on or prior to 31 December 2011, also provided the
possibility for tax authorities to make transfer pricing adjustments and to impose additional tax liabilities in respect
of all controllable transactions, provided that the transaction price differs from the market price by more than 20%.
Controllable transactions included transactions with interdependent parties, as determined under the Russian Tax
Code, all cross-border transactions (irrespective of whether performed between related or unrelated parties),
transactions where the price applied by a taxpayer differed by more than 20% from the price applied in similar
transactions by the same taxpayer within a short period of time, and barter transactions. Significant difficulties exist
in interpreting and applying that transfer pricing legislation in practice.
Tax liabilities arising from transactions between companies are determined using actual transaction prices. It is
possible, with the evolution of the interpretation of the transfer pricing rules, that such transfer prices could be
challenged. The impact of any such challenge cannot be reliably estimated; however, it may be significant to the
financial position and/or the overall operations of the entity.

23. Contingencies, Commitments and Operating Risks (continued)
As Russian tax legislation does not provide definitive guidance in certain areas, the Group adopts, from time to time,
interpretations of such uncertain areas that reduce the overall tax rate of the Group. While management currently
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estimates that the tax positions and interpretations that it has taken can probably be sustained, there is a possible risk
that outflow of resources will be required should such tax positions and interpretations be challenged by the relevant
authorities. The impact of any such challenge cannot be reliably estimated; however, it may be significant to the
financial position and/or the overall operations of the Group.
As at 31 December 2017 management of the Group believes that its interpretation of the relevant legislation is
appropriate and that it is probable that the Group's tax, currency and customs positions will be sustained.
Accordingly, at 31 December 2017 no provision for potential tax liabilities had been recorded (31 December 2016:
similarly).
Legal proceedings. From time to time and in the normal course of business, claims against the Group may be
received. On the basis of its own estimates management is of the opinion that no material losses will be incurred in
respect of claims in excess of provisions that have been made in these consolidated financial statements.
At 31 December 2017, the Group was involved in a number of court proceedings, both as a plaintiff and a
defendant, arising in the ordinary course of business. The Group management believes that there are no current legal
proceedings or other claims outstanding which could have a material adverse effect on the results of operations or
financial position of the Group and which have not otherwise been accrued or disclosed in these consolidated
financial statements.

24. Events after the reporting date
In February 2018 the Company concluded a credit line agreement with JSC Unicreditbank with total amount
RR 1,000,000 at interest rate of 9.5% with 3 year maturity. In March 2018 the Company received RR 365,000 in
two tranches with 18 months maturity for each one.
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The Company may be contacted at its registered office:

JSC Investgeoservis
Address: 10A, Prospect 60-letiya Oktyabrya, Moscow, 117036
Phone: +7 (499) 750-01-13
Fax: +7 (499) 750-01-14
E-mail: Info@ingeos.ru
www.ingeos.ru
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Supplementary disclosures
The management uses certain additional non-IFRS measures to assess performance and believes these measures
provide useful supplemental information to investors and credit institutions. These measures have no standardized
meaning prescribed by IFRS, and, accordingly, may not be comparable to similar measures used by other
companies.

EBITDA
EBITDA is defined as “earnings before interest, income tax, other non-cash charges, depreciation and amortisation”,
as derived from information reported in the Consolidated Statement of Comprehensive Income. Management
believes that, in addition to net income, EBITDA is a useful supplemental measure as it provides an indication of
results generated by the Group’s principal business activities prior to consideration of how these activities are
financed, how the results are taxed and how non-cash charges, depreciation and amortisation affect results.
EBITDA is computed with reference to the Group’s profit for the years 2017 and 2016 as follows:

Profit for the year
Income tax expense
Finance expense
Finance income
Gain from disposal of property, plant and equipment
Loss on revaluation and reclass of assets held for sale into investment property
Depreciation
Amortisation
EBITDA
Weighted average exchange rate, RR/USD
EBITDA in thousands of USD

Year ended 31 December
2017
2016
1 074 671
533 240
339 462
155 473
1 154 423
892 910
(21 561)
(39 694)
(29 244)
(156 845)
40 967
1 206 768
1 274 208
11 165
11 967
3 735 684
2 712 226
57,6002
63,0349
64 855
43 027

Net debt
Net debt is calculated as sum total of all loans and borrowings plus finance lease liabilities less cash and short-term
deposits. Net debt as at 31 December 2017 and 2016 was as follows:
31 December 2017
6 412 670
402 840
1 037 916
(345 752)
7 507 674

Bank loans (Note 16)
Loans (Note 16)
Finance lease liability (Note 16)
Less: cash and cash equivalents (Note 5)
Net debt
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31 December 2016
6 582 932
549 498
1 363 259
(632 959)
7 862 730

