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1 Market environment 

 

 Stabilisation of crude oil and natural gas prices 

 Year-on-year growth in two key cracks for the LOTOS ‘model barrel’: gasoline crack (up by approximately 35%) and 

diesel oil crack (up by approximately +5%) and a significant improvement in the negative heavy fuel oil crack (up by 

approximately +43%);  

 Significant year-on-year appreciation of the US dollar against the złoty, both for the USD/PLN exchange rate at the 

end of Q2 2015 (up by approximately 23%) and the average quarterly USD/PLN exchange rate (up by approximately 

22%); 

 The Company's model refining margin (average margin in Q2, including the Brent/Urals differential) remaining high 

at USD 8.08/bbl (up by approximately 63% year-on-year);  

 
Brent and Urals prices (USD/bbl), natural gas prices (USD/boe) and the USD/PLN exchange rates 
 
            Q2 2014              Q2 2015 
         
 

 

Source: In-house analysis based on Thomson Reuters and National Bank of Poland data.  

 

Brent crude prices, Brent/Urals spread, gas prices and Grupa LOTOS S.A.’s model refining margin 

USD/bbl Q2 2015 Q1 2015 Q2 2014 Q2 2015 /Q1 2015 Q2 2015/Q2 2014 

Dated Brent Free On Board prices
 (1)

 61.66 53.86 109.69 14.5% -43.8% 

Urals/Brent spread
(1)

 1.45 1.78 2.22 -18.5% -34.7% 

UK NBP natural gas prices 
(2)

 (USD/boe) 38.16 40.39 42.12 -5.5% -9.4% 

Model refining margin
 (3)

 8.08 9.38 4.97 -13.9% 62.6% 

 
(1)

 / 
(2)

 Source: Thomson Reuters. 
(2)

 For the sake of comparability, the UK NBP natural gas prices have been converted from USD/MWh to USD/boe, using the conversion factor 
of 1.6282 MWh/boe.  
(3)

 In line with the methodology applied by the Company, the model margin was computed based on Thomson Reuters data, which indicate a 
long-term direction of trends in prices based on which the Company conducts its trading activity. In a shorter term, the prices used to compute 
the model margin may differ from those used in the course of trading activity.
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Product cracks(1) 

USD/bbl Q2 2015 Q1 2015 Q2 2014 Q2 2015 /Q1 2015 Q2 2015 /Q2 2014 

Gasoline 20.48 14.16 15.14 44.7% 35.3% 

Naphtha 0.26 0.37 -1.91 -29.5% - 

Diesel oil (10 ppm) 18.96 21.29 18.04 -11.0% 5.1% 

Light fuel oil 16.70 17.72 14.76 -5.8% 13.1% 

Aviation fuel 16.28 19.77 15.32 -17.6% 6.3% 

Heavy fuel oil -9.26 -8.63 -16.25 -7.2% 43.0% 

 
(1)

 Product crack margin is calculated as the difference between the price of a given product (recalculated from price per metric tonne to price 
per barrel, reflecting an appropriate density factor) and the price of Urals crude (the Brent crude price adjusted for the Brent/Urals spread). 
 
Source: Thomson Reuters. 

 

Exchange rates 

USD/PLN Q2 2015 Q1 2015 Q2 2014 Q2 2015 /Q1 2015 Q2 2015 /Q2 2014 

PLN/USD exchange rate at end of period 3.76 3.81 3.05 -1.3% 23.3% 

Average PLN/USD exchange rate during quarter 3.70 3.73 3.04 -0.8% 21.7% 

Source: In-house analysis based on National Bank of Poland data. 

 

In Q2 2015, the LOTOS Group's financial performance was mainly affected by: 

 

 

Feedstock and products: 

 The stable feedstock price and favourable cracks on petroleum products making up Grupa LOTOS' model barrel (in 

particular gasoline and heavy fuel oil cracks) allowed the Company to increase, relative to the previous periods, its 

utilisation of the designed production capacity of the Gdańsk refinery to maximise the refining margin, and helped its 

downstream segment to generate EBITDA of approximately PLN 665m, up by more than 200% year on year;  

 The year-on-year drop in Brent Dated crude prices by approximately 44% and in natural gas prices by approximately 

9% at the UK National Balancing Point, partly offset by the strengthening in the USD/PLN exchange rate (by 

approximately 22%) reduced the upstream segment's operating profit to approximately PLN 32m in Q2 2015, which is 

approximately 55% lower year on year from the operating profit net of non-recurring events reported in Q2 2014.  

 Favourable heavy fuel oil cracks strongly supported the profitability of the processing of crude types with higher 

potential for medium and heavy distillate yields at the Company's refinery (with heavy fuel oil accounting for 

approximately 18% of the LOTOS model barrel ); 

 Higher gasoline prices in the European ARA markets, additionally supported by the strong, seasonal demand for 

gasoline in the USA and stronger demand in African countries in a market environment of relatively cheap crude oil, 

drove Grupa LOTOS' refining margin up by approximately 63% year on year.  
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Exchange rates: 

 Higher average quarterly USD/PLN exchange rate (up by approximately 22% year on year) augmented the positive 

effect of product cracks on reported EBIT in the downstream segment, and partly offset the negative effect of low crude 

oil and gas prices expressed in the US dollar on the EBIT in the upstream segment;  

 Fluctuations in the USD/PLN exchange rate in Q2 2015 resulted in foreign exchange gains from operating activities of 

approximately PLN 37.5m; 

 Higher USD/PLN exchange rate as at the end of Q2 2015 relative to December 31st 2014 (up by PLN 0.25) increased 

the Group's total financial debt as at June 30th 2015 by approximately PLN 162m relative to December 31st 2015.  
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2 Upstream segment 

 

 Stable crude oil and natural gas output at 12.4 thousand boe/d in Q2 2015. 

 
 
Crude oil and natural gas reserves, production and sales  
 

Crude oil and natural gas reserves (2P in mboe) 
(1)

 Jun 30 2015 Mar 31 2015 Jun 30 2014 

Norway 4.08 4.77
(2)

 18.61 

Poland 41.40 41.64
(3)

 40.92 

Lithuania 7.37 7.4900 7.26 

Total 52.85 53.9000 66.79 

      

Production (boe/d)
 (4)

 Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Norway 7,877 8,183 7,141 -3.74% 10.31% 

Poland 3,206 2,996 3,802 7.01% -15.68% 

Lithuania 1,342 1,510 1,434 -11.13% -6.42% 

Total 12,425 12,689 12,377 -2.08% 0.39% 

      
Production (boe) Q2 2015 Q1 2015 Q2 2014 

Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Norway 685,348 625,003 220,662 9.66% 210.59% 

Poland 285,401 269,641 346,014 5.84% -17.52% 

Lithuania  122,104 135,943 130,481 -10.18% -6.42% 

Total 1,092,853 1,030,587 697,157 6.04% 56.76% 

      

Sales of own products (boe) Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Norway 659,592 670,902 246,819 -1.69% 167.24% 

Poland 333,961 293,725 498,987 13.70% -33.07% 

Lithuania  87,683 97,399 118,822 -9.98% -26.21% 

Total 1,081,236 1,062,026 864,628 1.81% 25.05% 

 
(1)

 2P – proved and probable reserves (according to the SPE-PRMS classification). 
(2)

 The decrease in 2P reserves followed from reclassification of the Yme field volumes as a result of an audit of reserves performed in Q3 2014 
by AGR. 
(3)

 Following an audit of reserves of the B8 field performed by Miller & Lentz in January 2015, certain reserves were reclassified from possible 
(C) to proved and probable (2P). 
(4)

 Production was calculated based only on the days of mechanical availability of the production infrastructure. 
 

 

LOTOS Petrobaltic S.A. (LOTOS PB) 

 

In the reporting period, LOTOS PB continued to produce crude oil from the B3 field, reaching a total output of 1,092 thousand 

boe in Q2 2015.  

An overhaul of the LOTOS Petrobaltic drilling rig, undertaken every five years to renew the rig's classification certificate, was 

completed in the Nauta S.A. repair shipyard of Gdynia.  

LOTOS PB used the rig to complete drilling of the B21-3 vertical appraisal well, designed to confirm the presence of commercial 

hydrocarbons in the B21 gas and condensate field. 
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As part of the efforts to launch production from the B8 field in the reporting period, the Head of the Regional Mining Authority in 

Gdańsk approved LOTOS's construction plans, issued a building permit for the construction of a subsea DN 100 gas pipeline 

from the B8 field to Władysławowo, and approved Rider 2 to the operation plan of a mining plant producing mineral resources 

from the exploration wells on the B8 field. In addition, B8 Sp. z o.o. Baltic S.K.A., an SPV (the supplier), and Energobaltic Sp. z 

o.o. (the customer) signed an agreement for the supply of gas from the B8 field.  

As part of the work carried out in cooperation with PGNiG S.A. in the Górowo Iławeckie and Kamień Pomorski onshore licence 

areas, LOTOS PB completed the processing of 2D seismics acquired in 2014 and sourced from archives and finished 

interpreting 3D seismic data. 

In Q2 2015, work was under way on the pre-construction phase of the B4 and B6 gas fields development (Baltic Gas Project), 

which included the finalisation of front end engineering and design for the construction of production platforms, subsea 

pipelines, and onshore and offshore process facilities. Following the execution of a Letter of Intent, Pomorska Spółka 

Gazownictwa Sp. z o.o. carried out a feasibility study for the Władysławowo-Kosakowo transmission pipeline construction 

project. 

 
LOTOS Petrobaltic Group companies' licences as at June 30th 2015 

 
 

 Source: LOTOS Petrobaltic in-house analysis. 

LOTOS Exploration & Production Norge AS (LOTOS EPN) 

 

In Q2 2015, LOTOS EPN, operating in a consortium, continued to produce gas and condensate from the Heimdal fields (Atla, 

Vale, and Skirne).  
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At the same time, work related to removal of the defective MOPU from the YME field, was still underway. The consortium, in 

which LOTOS EPN holds a 20% interest, obtained financing for the operation under an agreement with Single Buoy Moorings 

Inc., the MOPU supplier. („SBM”). The MOPU is scheduled for removal in Q4 2015. 

On July 2nd 2015, the consortium members received the Norwegian Petroleum and Energy Ministry's decision releasing them 

from the obligation to submit a revised development plan for the field and obliging the consortium members to present, by June 

30th 2016, a field decommissioning plan or an alternative development plan, should the decision change. 

At present, the partners are drafting a plan for decommissioning the Yme field infrastructure, as this course of action was 

accepted by the majority of consortium members.  

For more information, see p. 14 of Note 6 to the interim condensed consolidated financial statements for the six months ended June 30th 2015. 

 
 
LOTOS Exploration & Production Norge AS's licences as at June 30th 2015 
 

 

Source: LOTOS Petrobaltic in-house analysis.  

 
 

AB LOTOS Geonafta Group  

 
In Q2 2015, Lithuanian companies AB LOTOS Geonafta and UAB Genciu Nafta continued to produce crude oil from the 

Girkaliai, Kretinga, Nausodis and Genciu on-shore fields.  

UAB Manifoldas produced crude oil from the Vezaiciai, Liziai and Ablinga fields.  
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AB LOTOS Geonafta Group's licences as at June 30th 2015 
 

 
 

Source: LOTOS Petrobaltic in-house analysis.  

 

Upstream segment's key financial data  

 

PLNm Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Revenue 193.6 185.9 240.10 4.1% -19.4% 

EBIT 33.5 12.3 -483.30 172.4% - 

Amortisation and depreciation 69.1 62.8 53.50 10.0% 29.2% 

EBITDA 102.6 75.1 -429.80 36.6% - 

Adjusted operating profit  33.5 12.3 71.4(1) 172.4% -53,1% 

Adjusted EBITDA 102.6 75.1 124.90 36.6% -17,9% 

 
1)
 Operating profit in Q2 2015 net of non-recurring events, i.e. recognition of an impairment loss on the YME field assets. 

 

In Q2 2015, revenue in the upstream segment was higher than in Q1 2015 and lower than in Q2 2014, mainly due to fluctuating 

crude oil prices. The average quarterly price of Brent Dated in Q2 2015 was up 14.5% quarter on quarter and down 43.8% year 

on year. The changing oil prices were partially offset by the movements in the average quarter USD/PLN exchange rate, down 

0.8% quarter on quarter and up 21.7% year on year. 

The upstream segment's EBIT in Q2 2015 was up 172.4% on Q1 2015 and down 53.1% on the Q2 2014 EBIT net of non-

recurring events, and was driven mainly by crude oil prices and the segment's sales volume. The segment's EBIT in Q1 2015 
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was lower because of LOTOS PB's higher cost of sales driven by a workover of two production wells on the B3 field, which 

required engaging the drilling rig crew, and the overhaul made every five years to renew the classification certificate for the 

LOTOS Petrobaltic rig. 

 

3  Downstream segment 

 

 Adjusted LIFO-based EBITDA of the downstream segment in Q2 2015 at ca. PLN 508m, up by approximately 

148% year on year and 53% quarter on quarter; 

 Full nominal capacity utilisation of the Grupa LOTOS refinery; 

 Execution of contracts for the financing and construction of key EFRA units;  

 Net increase in the number of LOTOS service stations by 19 year on year. 

 

Crude slate 

thousand tonnes 
Q2 2015 Q1 2015 Q2 2014 

Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

2,627.6 2,379.2 2,378.9 10.4% 10.5% 

including:  
  

  

 Urals crude  2,217.1 1,771.2 2,135.6 25.2% 3.8% 

 Rozewie crude  34.5 42.7 50.1 -19.2% -31.1% 

 Lithuanian crude 13.4 14.4 20.4 -6.9% -34.3% 

Other types of crude 362.6 550.9 172.8 -34.2% 109.8% 

 

The capacity utilisation rate in Q2 2015 was 100.3% (up 9.5pp year on year). With its operations stable, the refinery maintained 

a throughput of 2,627.6 thousand tonnes (up 10.5% year on year). 

On July 4th 2015, the Company's internal power stations experienced a power outage lasting several seconds, caused by a 

failure of a switch room operated by Polskie Sieci Elektroenergetyczne (PSE), to which the refinery is connected. To protect the 

refinery units against pressure surges as part of the Company's standard safety procedures, surplus hydrocarbons were piped 

to the flare stack. The flare, which burned for a short time, did not result in increased air emissions, and given the wind direction 

and the height of the unit, the flue gas dispersed safely without presenting any threat to the safety of people or the environment. 

The power failure also caused small fires to break out. The power system was securely restored and the unit started up. The 

delivery of refining products to customers was undisturbed.  

As part of the EFRA (Effective Refining) Project, which provides for the construction of a delayed coking unit (DCU) with 

auxiliary infrastructure, on June 30th 2015 LOTOS Asfalt Sp. z o.o. (a subsidiary of Grupa LOTOS S.A.), signed a credit facility 

agreement to acquire supplementary funds necessary to finance the EFRA Project (with the use of proceeds from the issue of 

shares introduced to stock exchange trading on January 16th 2015).  

For more information, see Current Report No. 4/2015. 

The credit facility agreement, with an estimated value of ca. PLN 1,926m, was concluded between LOTOS Asfalt and a 

syndicate of financial institutions comprising: Bank Gospodarstwa Krajowego (to advance financing under the Polish 

Investments Programme), Bank Millennium S.A., Bank Polska Kasa Opieki S.A. (coordinating the financing of the EFRA 

Project), Bank Zachodni WBK S.A., Powszechna Kasa Oszczędności Bank Polski S.A., Powszechny Zakład Ubezpieczeń S.A., 

Powszechny Zakład Ubezpieczeń na Życie S.A. and Société Générale. The agreement provides for a USD-denominated 

investment facility and a PLN-denominated working capital facility.  

For more information, see Current Report No. 20/2015. 

On July 14th 2015, LOTOS Asfalt and Kinetics Technology S.p.A. of Rome (a subsidiary of the Maire Tecnimont Group) signed 

a lump-sum turnkey contract for engineering, procurement and construction of the EFRA Project's three main units.  

http://inwestor.lotos.pl/1185/p,194,i,831/raporty_i_dane/raporty_biezace/informacja_o_wprowadzeniu_do_obrotu_gieldowego_55000000_akcji_serii_d_grupy_lotos_sa_oraz_wyznaczeniu_ostatniego_dnia_notowania_praw_do_akcji_serii_d_grupy_lotos_sa
http://inwestor.lotos.pl/1185/p,194,i,852/raporty_i_dane/raporty_biezace/zawarcie_umowy_na_finansowanie_projektu_efra
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1. Delayed Coking Unit (DCU),  

2. Hydrogen Generation Unit (HGU) and  

3. Coker Naphtha Hydrotreating Unit (CNHT). 

 

The estimated value of the contract is PLN 1.26bn. Pursuant to the contract, the work is to commence upon fulfilment of certain 

conditions precedent. The contract is scheduled for completion in 2018.  

For more information, see Current Report No. 24/2015.  

 

Refining products 

Total output (thousand tonnes) 
(1)

 

Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

2,798.5 2,554.9 2,581.2 9.5% -1.0% 

Motor gasolines 379.7 357.6 340.0 6.2% 5.2% 

Naphtha 137.4 91.9 91.2 49.5% 0.8% 

Diesel oils 1,218.6 1,044.4 1,145.9 16.7% -8.9% 

Light fuel oils 37.3 77.5 38.7 -51.9% 100.3% 

Jet fuel 146.8 153.3 169.3 -4.2% -9.5% 

Heavy products
(2)

 556.5 530.6 461.1 4.9% 15.0% 

Other
(3)

 322.2 299.6 335.0 7.5% -10.6% 

 
(1) 

The difference between the volume of crude oil processed and output of products stems from the fact that, apart from crude oil, the 
processing units and units for blending finished products receive streams of biocomponents, enhancing additives and middle distillates 
purchased from third-party suppliers. 
(2)

 Heavy fuel oil and bitumen components. 
(3) 

Other products include fuel and technical gases, sulfur, base oils, xylene fraction, LPG, bunker fuel, extracts, raffinates, and slack wax. 

 

Sales structure 

Refining products, merchandise and materials (000’ 
tonnes)  

Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

2,824.3 2,438.0 2,445.8 15.8% 15.5% 

Gasolines 389.6 363.5 346.2 7.2% 12.5% 

Naphtha 137.4 91.9 91.2 49.5% 50.7% 

Diesel oils 1,346.1 1,044.6 1,143.3 28.9% 17.7% 

Light fuel oils 38.4 79.9 39.3 -51.9% -2.3% 

Jet fuel 152.6 160.3 172.3 -4.8% -11.4% 

Heavy products
 (1)

 540.4 495.6 449.4 -19.3% 26.5% 

Other petroleum products
(2)

 219.8 202.2 204.1 8.7% 7.7% 

 
(1)

 Heavy fuel oil and bitumens. 
(2)

 Other products include gas liquids, base oils, lubricants, sulfur, xylene fractio, slack wax, reformate, bunker fuels, plasticizer. 

 

  

http://inwestor.lotos.pl/1185/p,194,i,856/raporty_i_dane/raporty_biezace/zawarcie_kontraktu_na_projektowanie_techniczne_dostawy_i_budowe_glownych_instalacji_programu_efra__umowa_znaczaca
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Polish petroleum products market and LOTOS Group's sales in Q2 2015 and H1 2015 

 

In Q2 2015, the consumption of fuels (i.e. diesel oil, gasolines and light fuel oil) in Poland grew by 4.1% year on year. Stronger 

consumption was recorded in all product categories: diesel oil (up 3.8%), gasolines (up 4.4%) and light fuel oil (up 9.1%). In Q2 

2015, the LOTOS Group's share in the Polish fuel market was 31.3%. 

In H1 2015, the consumption of fuels (i.e. diesel oil, gasolines and light fuel oil) in Poland grew by 6.1% year on year. Stronger 

consumption was recorded in all product categories: diesel oil (up 6.4%), gasolines (up 5.1%) and light fuel oil (up 6.1%). In H1 

2015, the LOTOS Group's share in the Polish fuel market was 30.6%. 

The share in the market both in H1 2015 and Q2 2015 exceeded the Group's strategic objective for 2015, which was set at 30%. 

The advisability of exceeding that share is currently being analysed for optimality. The share may oscillate in successive periods 

depending on the supply and demand relations on individual micro markets, which may enable the maximisation of margin. 

Source: Based on data published by the Polish Organisation of Oil Industry and Trade (POPiHN). 

 

Diesel oil 

In H1 2015, the year-on-year increase in consumption of diesel oil (by approximately 6.4%) brought significant benefits to 

companies from outside the Polish Organisation of Oil Industry and Trade (POPiHN), since more than half of the increased 

demand on the domestic market was satisfied with higher imports of companies which are not POPiHN members. The imports 

may include grey market volumes on which excise duty is paid, but it is not certain whether the relevant VAT, charge for 

mandatory stocks and National Indicative Target charge are paid correctly. Such volumes are recognised as consumption 

registered by POPiHN.  

In Q2 2015, the 1.6% year-on-year increase in imports from outside POPiHN accounted for only a 4% increase in consumption. 

The increased consumption of diesel oil in Q2 2015 and H1 2015 is largely attributable to significantly lower retail prices (down 

13% year on year in Q2 2015), improved macroeconomic situation in Poland in terms of GDP growth (up 3.5% in Q2 2015 year 

on year), as well as lower unemployment rate (down 1.7pp year on year). 

 

Diesel oil – average monthly crack margin, USD/bbl (April 2014–June 2015) 

 

 Q2 2014          Q2 2015 

 

 

Source: In-house analysis based on Thomson Reuters data. 

 

In Q2 2015, LOTOS Group's diesel oil sales volume grew by 18% year on year. The increased sales volume was related to the 

increased exports, which amounted to more than double the previous year's result.  

The increased exports of diesel oil in Q2 2015 resulted from the ongoing optimisation of the refinery's operation with a view to 

maximising the integrated margin. Given the favourable cracks on diesel oil, the processing of crude oil was directed towards 
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intensified production of diesel oil and securing extra volumes for exports. In Q2 2015, the LOTOS Group secured a 32.9% 

share of the diesel oil market in Poland, with a 31.8% share for entire H1 2015. 

  

Heavy fuel oil 

 

In Q2 2015, the average negative crack spread on heavy fuel oil on global markets improved by as much as 43% year on year, 

i.e. by USD 7/bbl; as a result, the Group's heavy fuel oil exports in Q2 2015 were up by 28%. 

 

 

Heavy fuel oil – average monthly crack margin, USD/bbl (April 2014–June 2015)  

 

       Q2 2014                          Q2 2015 

 

Source: In-house analysis based on Thomson Reuters data. 

 

 

Light fuel oil 

In Q2 2015, light fuel oil consumption was up 9% chiefly on the back of higher sales by independent importers not associated in 

the POPIHN (the Polish Oil Industry and Trade Organisation).  

The LOTOS Group recorded a 2.3% year on year decline in light fuel oil sales in Q2 2015. The Group sells light fuel oil only in 

the domestic market. In Q2 2015, the LOTOS Group secured a 33.4% share of the light fuel oil market in Poland (by volume), 

with a 34.7% share for H1 2015. 

 

 

Motor gasoline 

In Q2 2015, gasoline consumption was up 4.4% year on year. The upward trend prevailing since Q3 2014 is attributable to a 

substantial fall in retail prices (down 10.5% year on year, to PLN 0.56/litre).  

In Q2 2015, the LOTOS Group's sales of gasolines grew by 12.5% year on year, mainly due to higher exports (up 194%). The 

higher exports of gasolines stem from optimisation of the refinery's operation with a view to maximising the integrated margin. In 

Q2 2015, gasoline cracks were favourable, having increased by 35% year on year, and so the focus was placed on maximising 

the output of gasolines for export. Both in Q2 2015 and H1 2015, the LOTOS Group secured a 26.5% share of the gasoline 

market in Poland (by volume). 
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Motor gasoline – average monthly crack margin, USD/bbl (April 2014–June 2015)  

 Q2 2014          Q2 2015 

  

Source: In-house analysis based on Thomson Reuters data. 

 

Downstream segment’s key financial data  

PLNm Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Revenue 6,545.6 5,029.2 7,158.2 30.2% -8.6% 

EBIT 547.6 203.1 92.6 169.6% 491.4% 

Amortisation and depreciation 116.0 113.8 117.3 1.9% -1.1% 

EBITDA 663.6 316.9 209.9 109.4% 216.2% 

LIFO-based EBIT 487.0 218.1 83.1 123.3% 486.0% 

LIFO-based EBITDA 603.0 331.9 200.4 81.7% 200.9% 

Adjusted LIFO-based EBITDA
(1)

 507.5 332.7 204.6 52.5% 148.0% 
 

(1)
 Net of non-recurring events: 

Q2 2015: recognition in cost of other inventory write-downs made in Q4 2014, foreign exchange gains on operating activities; 
Q1 2015: recognition in cost of inventory write-downs made in Q4 2014, foreign exchange losses on operating activities; 
Q2 2014: foreign exchange losses on operating activities. 

 

The downstream segment's revenue dropped 8.6% year on year as a result of a decline in the average net selling price. In Q2 

2015, the average net selling price in the segment was PLN 2,318 per tonne, having decreased by 20.8% year on year. The 

drop followed chiefly from lower prices of petroleum products on global markets, partly offset by a higher average quarterly USD 

exchange rate. The effect of declining prices was partly mitigated by a 15.5% increase in sales volumes. 

The downstream segment's revenue increase in Q2 2015 relative to Q1 2015 (up 30.1%) was driven by higher average net 

selling prices and a 15.8% increase in sales volumes. In Q2 2015, the average net selling price in the segment was PLN 2,318 

per tonne, up 12.4% on Q1 2015, chiefly on the back of higher prices of petroleum products on the global markets. 

The downstream segment's EBIT in Q2 2015 was PLN 547.6m. The year-on-year increase was attributable to higher crack 

spreads and inventory write-downs of PLN 450.9m recognised in Q4 2014, which reduced the cost of sales by PLN 39.4m in Q2 

2015 and by PLN 411.4m in Q1 2015.  

The change of the USD/PLN exchange rate in Q2 2015 resulted in foreign exchange gains from operating activities of PLN 

37.5m. In the previous quarter, volatility in the USD/PLN exchange rate caused foreign exchange losses from operating 

activities of PLN -43.3m. 

In Q2 2015, the downstream segment's EBIT before amortisation/depreciation based on the LIFO method estimates of inventory 

(LIFO-based EBITDA) (accounting for PLN 57.9m of theoretical write-downs computed based on the LIFO method), net of non-

recurring events (Adjusted LIFO EBITDA), was PLN 507.5m (up 52.5% quarter on quarter and 148.0% year on year). 
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LOTOS service station network  

 

Number of service stations in the LOTOS network as at June 30th 2015 

Total 
Jun 30 2015 Mar 31 2015 Jun 30 2014 

Q2 2015  

–Q1 2015 

Q2 2015  

– Q2 2014 

449 445 430 4 19 

CODO 274 272 265 2 9 

 including: LOTOS OPTIMA 111 109 106 2 5 

DOFO 175 173 165 2 10 

 including: LOTOS OPTIMA 64 62 52 2 12 

      

DODO 0 0 0 - - 

 

As at the end of June 2015, the LOTOS Group, with its network of 449 service stations, ranked third in Poland in terms of the 

number of stations, surpassing the Shell network (including Shell Self Service) by 24 locations. In early 2015, eight new service 

stations were added to the LOTOS network: six in the LOTOS Optima economy segment and two in the Premium segment.  

 

Polish retail market as at June 30th 2015  

 

Source: Polish Organisation of Oil Industry and Trade (POPiHN). 

Retail segment - key financial data  

PLNm 
Q2 2015 Q1 2015 Q2 2014 

Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Sales volume (’000 tonnes) 312.9 250.8 270.8 24.8% 15.6% 

Revenue 1,550.2 1,204.2 1,509.2 28.7% 2.7% 

EBIT 10.3 6.2 2.7 66.1% 281.5% 

Amortisation and depreciation 16.7 14.5 14.3 15.2% 16.8% 

EBITDA 27.0 20.7 17.0 30.4% 58.8% 

 

In Q2 2015, the retail segment's operating profit amounted to PLN 10.3m, up 281.5% year on year and 66.1% quarter on 

quarter, primarily thanks to maximising the margin on operating activity, mainly non-fuel sales. In Q2 2015, the network 

standardisation process was continued with a view to achieving a uniform image of the LOTOS brand, and the Cafe Punkt food 

service offering was being intensively developed. 
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4 Other business 

EBIT of other business 
(1)

 
 

PLNm Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Revenue 4.1 4.2 6.2 -2.4% -33.9% 

EBIT -0.4 -0.5 1.4 - - 

Amortisation and depreciation 1.8 1.6 2.3 12.5% -21.7% 

EBITDA 1.4 1.1 3.7 27.3% -62.2% 

 
1)
 Includes: LOTOS Park Technologiczny Sp. z o.o. w likwidacji (in liquidation), Energobaltic Sp. z o.o. and LOTOS Gaz S.A. w likwidacji (in 
liquidation). 

 

5 Consolidated statement of comprehensive income 

Financial highlights of the LOTOS Group 

PLNm Q2 2015 Q1 2015 Q2 2014 
Q2 2015  
/Q1 2015 

Q2 2015  
/Q2 2014 

Revenue 6,641.8 5,131.5 7,199.3 29.4% -7.7% 

EBIT 568.7 267.7 -415.0 112.4% - 

Amortisation and depreciation 186.5 177.8 172.6 4.9% 8.1% 

EBITDA 755.2 445.5 -242.4 69.5% - 

LIFO effect 
(1)

 -60.6 15.0 -9.5 - - 

LIFO-based EBIT 508.1 282.7 -424.5 79.7% - 

Adjusted LIFO-based EBIT 
(2)

 412.6 283.5 134.4 45.5% 207.0% 

Adjusted LIFO-based EBITDA
(2)

 599.1 461.3 307.0 29.9% 95.1% 

 

(1)
 LIFO effect = LIFO-based EBIT – EBIT (estimated based on the LIFO (Last In First Out) method of measuring changes in inventory).  

In line with its inventory measurement policies, the LOTOS Group uses the weighted average method to measure change in inventories. This 
method of inventory measurement defers the impact of changes in crude oil prices on the prices of finished goods. Thus, an increase in crude 
oil prices has a positive effect on financial performance, while a decrease adversely affects the performance. Operating results accounting for 
the above inventory measurement method are presented in the table in the EBITDA and EBIT lines. The table also presents estimated inventory 
decrease measured using the LIFO method, as well as LIFO effect, LIFO-based EBIT, adjusted LIFO-based EBIT and adjusted LIFO-based 
EBITDA. 
 

(2)
 Net of non-recurring events: 

Q2 2015: recognition in cost of other inventory write-downs made in Q4 2014, foreign exchange gains on operating activities; 
Q1 2015: recognition in cost of inventory write-downs made in Q4 2014, foreign exchange losses on operating activities; 
Q2 2014: recognition of an impairment loss on the YME field assets; foreign exchange losses on operating activities. 
 

In Q2 2015, the LOTOS Group posted an operating profit of PLN 568.7m, being the result of the downstream segment's 

operating profit of PLN 547.6m, the upstream segment's operating profit of PLN 33.5m, an operating loss on other business of 

PLN 0.4m, less PLN 12.0m in consolidation adjustments (mainly the realised margin on sales of the Rozewie and Lithuanian 

crudes being adjusted for the margin on crude stocks held by the Group).  

The reported operating profit for Q2 2015 calculated in accordance with the International Financial Reporting Standards and 

based on the weighted average method of inventory measurement applied by the LOTOS Group was PLN 568.7m, up PLN 

60.6m on the EBIT estimated with the LIFO measurement method for inventory decrease. It should be added that this value of 

the LIFO effect in Q2 2015 resulted from inventory write-down recognised in Q4 2014 due to the difference between cost of 

products sold and net realisable value (PLN 450.9m), which reduced cost of products sold in Q2 2015 by PLN 39.4. Had the 

LIFO method estimates been applied to inventory measurement, the LOTOS Group's adjusted EBIT (net of one-off events) 

would have been PLN 412.6m in Q2 2015, PLN 283.5m in Q1 2015, and PLN 134.4m in Q2 2014. 
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In Q2 2015, EBIT before amortisation/depreciation based on the LIFO method estimates of inventory, net of non-recurring 

events and exchange differences related to operating activities, (adjusted LIFO-based EBITDA) was PLN 599.1m (up 29.9% 

relative to Q1 2015 and 95.1% on Q2 2014). 

In Q2 2015, the LOTOS Group recorded net finance income of PLN 27.7m. The main contributors to finance income included 

net foreign exchange gains of PLN 45.3m, a PLN 36.3m gain on measurement and settlement of hedging transactions, and a 

PLN -51.9m negative balance of interest on debt, interest income and commissions.  

In Q2 2015, the effect of measurement and settlement of market risk hedging transactions at the LOTOS Group included a PLN 

23.3m net gain on settlement and measurement of derivatives hedging the foreign exchange risk and a PLN 10.1m net gain on 

settlement and measurement of hedges of petroleum product prices.  

 
Transactions used to hedge petroleum product prices as at June 30th 2015 
 

Period Product/commodity 

Heavy fuel oil Crude oil Light fuel oil 

3.5 PCT Barges FOB 
Rotterdam  

Brent (Dtd) 
Gasoil .1 Cargoes CIF 

NWE / Basis ARA 

Q3 2015 
Volume (mt) 35,333     

Price range (USD/mt) 252.0-570.5     

Q4 2015 
Volume (mt) 25,929   -209 

Price range (USD/mt) 264.00 - 570.50   596.75 

Q1 2016 
Volume (mt) 1,484 -100,000   

Price range (USD/mt) 360 - 483 488.79 - 490.96   

Q2 2016 
Volume (mt) 19,634 -149,584   

Price range (USD/mt) 321.25 - 483.00 457.03 - 474.35   

Q3 2016 
Volume (mt) 35,239     

Price range (USD/mt) 321.25 - 489.50     

Q4 2016 
Volume (mt) 18,606     

Price range (USD/mt) 321.25 - 489.50     

Q1 2017 
Volume (mt) 1,065     

Price range (USD/mt) 360 - 488.5     

Q2 2017 
Volume (mt) 10,840   -410 

Price range (USD/mt) 360 - 488.50   626.3 

Q3 2017 
Volume (mt) 7,974     

Price range (USD/mt) 360 - 488.5     

Q4 2017 
Volume (mt) 1,369     

Price range (USD/mt) 380.0     

 

Taking advantage of the favourable conditions on the oil markets in Q2 2015, Grupa LOTOS S.A. increased its crude oil stocks 

and concluded relevant transactions hedging the purchase price and selling price of crude oil in order to hedge its profit 

generated by exploiting the structure of the futures market.  

 
 

Transactions used to hedge foreign exchange risk as at June 30th 2015 

Currency pair Instrument Volume Currency FX exchange range 

EUR/PLN exchange rate Forward -3,550,000 EUR 4.1944 - 4.1976 

USD/PLN exchange rate Forward -283,574,054 USD 3.2857 - 3.9380 
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Transactions used to hedge interest rate risk as at June 30th 2015 

Instrument Start date End date 
Notional 
amount 

Currency 
Interest rate 

range 
Reference rate 

IRS 
from Jul 15 2011 from Jan 15 2018 

250,000,000 USD 2.476% - 4.045% 
3M LIBOR - 6M 

LIBOR to Jan 15 2015 to Jan 15 2019 

 

Futures used to hedge the risk related to prices of carbon dioxide (CO2) emission allowances as at June 30th 2015 

Instrument 
Type of 

instrument 
Volume 

(mt) 

Price 
range 

(EUR/mt) 

Volume 
(mt) 

Price range 
(EUR/mt) 

Volume 
(mt) 

Price 
range 

(EUR/mt) 

Volume 
(mt) 

Price 
range 

(EUR/mt) 

EUAs Futures 
2015 2016 2017 2018 

649,000 5.86 – 7.40 1,141,000 6,64 – 7.8 15,000 7.03 -7.12 -115,000 8.14 

 
 
Structure of LOTOS Group's consolidated result in Q2 2015 
 

 

 

 

In Q2 2015, the LOTOS Group posted consolidated net profit of PLN 478.2m. 

 

EBIT, profit before tax and net profit/(loss) of the LOTOS Group  

PLNm Q2 2015 Q1 2015 Q2 2014 

EBIT 568.7 267.7 -415.0 

Profit/(loss) before tax 596.2 -110.0 -505.9 

Net profit/(loss) 478.6 -101.4 -122.5 
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6 Consolidated statement of financial position  

 
 

Consolidated statement of financial position – assets (PLNm) 

  Jun 30 2015 Dec 31 2014 Change  %  

Total assets 19,625.6 18,947.2 678.4 3.6% 

Non-current assets 11,729.4 11,781.9 -52.5 -0.4% 

Property, plant and equipment 9,454.2 9,481.9 -27.7 -0.3% 

Goodwill 46.7 46.7 0.0 0.0% 

Other intangible assets 531.3 557.5 -26.2 -4.7% 

Equity-accounted joint ventures 98.3 99.6 -1.3 -1.3% 

Deferred tax assets 1,469.3 1,488.9 -19.6 -1.3% 

Derivative financial instruments 5.3 0.0 5.3 - 

Other non-current assets  124.3 107.3 17.0 15.8% 

Current assets 7,889.1 7,154.9 734.2 10.3% 

Inventories 4,535.1 3,917.1 618.0 15.8% 

Trade receivables  1,611.5 1,406.5 205.0 14.6% 

Current tax assets 64.9 59.6 5.3 8.9% 

Derivative financial instruments 10.6 4.4 6.2 140.9% 

Other current assets 963.1 1,419.1 -456.0 -32.1% 

Cash and cash equivalents 703.9 348.2 355.7 102.2% 

Assets held for sale 7.1 10.4 -3.3 -31.7% 

 

As at June 30th 2015, total assets of the LOTOS Group stood at PLN 19,625.6m, having increased by PLN 678.4m in H1 2015. 

Key changes in assets: 

 PLN 618.0m increase in inventories, in connection with higher volume of crude oil stocks under transactions hedging 

the purchase price and selling price of crude oil, following from favourable conditions on the crude oil futures markets, 

and higher valuation of the inventories held at the end of June 2015 compared with the valuation of inventories at the 

end of 2014, when inventory write-downs were made, 

 PLN 205.0m increase in trade receivables, mostly attributable to higher sales volumes, higher product prices and 

higher USD/PLN exchange rate in June 2015 compared with December 2014, 

 PLN 456.0m decrease in other current assets and PLN 355.7m increase in cash and cash equivalents, mostly due to 

presentation of a portion of the proceeds from the issue of Series D shares under “Cash and cash equivalents” in the 

reporting period. 
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Consolidated statement of financial position – sources of financing (PLNm) 

  Jun 30 2015 Dec 31 2014 Change  %  

Equity and liabilities 19,625.6 18,947.2 678.4 3.6% 

Equity 8,418.8 8,258.5 160.3 1.9% 

Share capital 184.9 184.9 0.0 0.0% 

Share premium 2,228.3 2,229.6 -1.3 -0.1% 

Cash flow hedging reserve -628.4 -412.5 -215.9 52.3% 

Retained earnings 6,568.2 6,191.0 377.2 6.1% 

Exchange differences on translating foreign operations 65.6 65.3 0.3 0.5% 

Non-controlling interests 0.2 0.2 0.0 0.0% 

Non-current liabilities 5,519.8 5,456.7 63.1 1.2% 

Borrowings, other debt instruments and finance lease liabilities 4,560.8 4,495.6 65.2 1.5% 

Derivative financial instruments 46.7 62.6 -15.9 -25.4% 

Deferred tax liability  54.2 55.5 -1.3 -2.3% 

Employee benefit obligations 191.0 185.4 5.6 3.0% 

Other provisions and liabilities 667.1 657.6 9.5 1.4% 

Current liabilities 5,679.9 5,222.9 457.0 8.7% 

Borrowings, other debt instruments and finance lease liabilities 2,265.2 2,168.1 97.1 4.5% 

Derivative financial instruments 96.7 135.9 -39.2 -28.8% 

Trade payables 1,947.0 1,692.8 254.2 15.0% 

Current tax payables 7.9 4.7 3.2 68.1% 

Employee benefit obligations 100.6 84.1 16.5 19.6% 

Other provisions and liabilities 1,262.5 1,137.3 125.2 11.0% 

Liabilities directly associated with assets held for sale 7.1 9.1 -2.0 -22.0% 

 

Consolidated equity increased by PLN 160.3m as at June 30th 2015, mainly due to: 

 PLN 377.2m increase in retained earnings attributable to the net profit generated in H1 2015, 

 PLN 215.9m foreign exchange losses on measurement of cash flow hedges adjusted for the tax effect and charged to 

reserve capital. 

 

In H1 2015, liabilities rose by PLN 518.1m, primarily as a result of: 

 PLN 254.2m increase in trade payables, related chiefly to crude oil purchases (mainly at Grupa LOTOS S.A.), 

 PLN 162.3m increase in interest-bearing borrowings, other debt instruments and finance lease liabilities, chiefly due to 

the remeasurement of foreign-currency denominated borrowings at a higher USD/PLN exchange rate and new credit 

facility agreements entered into by companies of the LOTOS Group (LOTOS Paliwa Sp. z o.o, LOTOS Terminale S.A., 

LOTOS EPN, and others),  

 PLN 134.7m higher other liabilities and provisions, including mainly liabilities to the state budget (mainly VAT payable 

by Grupa LOTOS S.A.). 

As at June 30th 2015, the LOTOS Group’s total financial debt was PLN 6,826.0m, up PLN 162.3m on December 31st 2014. The 

increase was mainly related to the appreciation of the US dollar against the złoty (up PLN 0.25 compared with December 31st 

2014). The ratio of financial debt (adjusted for free cash) to equity was 66.4% (up 2.0pp on December 31st 2014). 

Net debt to adjusted LIFO-based EBITDA for the last twelve months was 3.1 as at June 30th 2015. 
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7 Consolidated statement of cash flows 

 

Consolidated statement of cash flows  

PLNm Q2 2015 Q1 2015 Q2 2014 

Cash flows from operating activities 199.9 321.4 101.7 

Cash flows from investing activities -165.8 -643.4 -145.0 

Cash flows from financing activities -212.0 818.6 -220.5 

Effect of exchange rate fluctuations on cash held 4.2 -3.1 2.3 

Change in net cash -173.7 493.5 -261.5 

Cash and cash equivalents at beginning of period  326.8 -166.7 -8.1 

Cash and cash equivalents at end of period  153.1 326.8 -269.6 

 

As at June 30th 2015, the LOTOS Group’s free cash (including current account overdrafts) was PLN 153.1m.  

In Q2 2015, net cash flows from operating activities were positive at PLN 199.9m, driven primarily by the period's net profit , 

adjusted for depreciation, amortisation and changes in the working capital. The item accounts for higher inventories resulting 

from crude oil purchases related to transactions hedging the purchase price and selling price of crude oil, as well as an increase 

in other current non-financial liabilities, which chiefly followed from a new deadline for settling VAT on oil imported through 

pipelines, resulting from the Company's receipt of an Authorised Economic Operator (AEO) certificate.  

Negative net cash from investing activities, of PLN -165.8m, was mainly attributable to expenses incurred on acquiring property, 

plant and equipment and other intangible assets, chiefly for the upstream segment, at LOTOS Paliwa Sp. z o.o. and at Grupa 

LOTOS S.A. 

Net cash flows from financing activities in Q2 2015, of PLN -212.0m, chiefly comprises net repayments of borrowings and 

related outflows on principal and interest payments of PLN -182.6m, and a loss on settlement of financial instruments of PLN -

24.8m. 


