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Market environment 
 

• Crude oil and natural gas prices up (8.8% or USD 4/bbl1 and 7.7% or USD 1.94/boe2year on 

year, respectively) 

 

• Continued improvement of the negative heavy fuel oil crack spread (up 63.5%, i.e. by                                       

USD 7.34/bbl), supporting the margins on oil processing at the Company 

 

• Average Brent/Urals spread in the quarter markedly lower year on year, down by USD 1.07/bbl 

 

• Growth of Grupa LOTOS' model refining margin (accounting for the Brent/Urals spread, 

despite its decline by approximately USD 1/bbl) to USD 7.14/bbl (up 10% year on year) 

 

• Downstream margin strongly supported by in-land premium on domestic fuel sales as a result 

of successful efforts to curb grey market 

 

 

Brent/Urals prices (USD/bbl), natural gas prices (USD/bbl) and USD/PLN exchange rate  

 

  Q2 2016                    Q2 2017 

 

 

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

 

 

                                                           
1 Barrels of crude oil.  
2 Barrels of oil equivalent.  
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Brent crude prices, Brent/Urals spread, natural gas prices and Grupa LOTOS’ model refining margin  

USD/bbl Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /Q1 

2017 
Q2 2017 /Q2 

2016 

DATED Brent FOB prices 3 
49.56 53.59 45.56 -7.5% 8.8% 

Brent/Urals spread  
1.52 2.14 2.59 -29.0% -41.3% 

Natural gas prices 4 
26.98 33.22 25.04 -18.8% 7.7% 

Model refining margin 5 
7.14 7.34 6.49 -2.7% 10.0% 

 

 Crack spreads 6 

USD/bbl Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /Q1 

2017 
Q2 2017 /Q2 

2016 

Gasoline 15.41 14.08 17.54 9.4% -12.1% 

Naphtha 0.50 2.87 1.97 -82.6% -74.6% 

Diesel oil (10 ppm) 13.07 13.51 13.09 -3.3% -0.2% 

Light fuel oil 11.77 12.54 11.95 -6.1% -1.5% 

Aviation fuel 12.87 13.24 12.33 -2.8% 4.4% 

Heavy fuel oil -4.21 -5.76 -11.55 26.9% 63.5% 

Source: Thomson Reuters. 

Exchange rates 

USD/PLN Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /Q1 

2017 
Q2 2017 /Q2 

2016 

PLN/USD exchange rate at end of period 3.71 3.95 3.98 -6.1% -6.8% 

Average PLN/USD exchange rate 3.83 4.06 3.87 -5.7% -1.0% 

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

 

 

 

 

                                                           
3 Source: Thomson Reuters. 
4 To ensure 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. 
5 In line with the methodology applied by the Company, the model margin was computed based on Thomson Reuters data, which reflect 

long-term 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 actual trading prices.  

6 Product crack spread is calculated as the difference between the price per barrel of a given product (price per tonne computed using 
the appropriate density factor) and the price of Urals crude (the Brent crude price adjusted for the Brent/Urals spread). 
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Presented below are the key factors which contributed to the LOTOS Group's performance in Q2 2017: 

• Feedstock and products 
 

o Downstream segment  

Growth of the model refining margin by approximately 10% year on year helped the Downstream 

segment to generate clean LIFO-based EBITDA of PLN 473.5m in Q2 2017 (up 32.5% year on year)  
 

o Upstream segment  

The Upstream segment's operating profit was supported by a 7.7% year-on-year rise in natural gas 

prices and an 8.8% increase in oil prices. Despite the falling production volumes caused by gradual 

depletion of the hydrocarbon deposits currently in production, the Upstream segment's clean EBITDA 

came in at PLN 212.8m (up 9.9% yer on year). 
 

 

• Exchange rates 
 

 

o Decrease of 6.1% quarter on quarter in the USD/PLN exchange rate at the end of Q2 2017 translated 

into foreign exchange gains on revaluation of the LOTOS Group's debt.  
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Upstream segment 
 

• The Minister of the Environment's decision to extend four licences for the exploration                               

for and production of hydrocarbons in the Baltic 

• Approval by the Norwegian Ministry of Petroleum of acquisitions of interests in exploration and 

production assets by LOTOS Norge  

• Upstream segment's clean EBITDA at PLN 212.8m, up 9.9% year on year  

 

Crude oil and natural gas reserves, production and sales  

Crude oil and natural gas reserves as at 
(mboe)* 7 

Jun 30 
2017 

Dec 31 
2016 

Jun 30     
2016 

Norway 24.01  25.80 8 15.37 

Poland 37.66  38.10 39.55 

Lithuania 3.78  3.87 9 6.93 

Total 65.45  67.77 61.85 

 

Production (boe/d)10 Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /                   
Q1 2017 

Q2 2017 /                      
Q2 2016 

Norway 19,628 19,901 20,385 -1.4% -3.7% 

Poland 4,906 4,942 5,502 -0.7% -10.8% 

Lithuania 1,014 1,036 1,111 -2.2% -8.8% 

Total 25,548 25,880 26,998 -1.3% -5.4% 

 

Production (boe) Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /                         
Q1 2017 

Q2 2017 /                    
Q2 2016 

Norway 1,786,186 1,791,133 1,855,035 -0.3% -3.7% 

Poland 446,466 444,800 500,675 0.4% -10.8% 

Lithuania  92,245 93,268 101,113 -1.1% -8.8% 

Total 2,324,897 2,329,201 2,456,823 -0.2% -5.4% 

 

                                                           
7 2P – proved and probable reserves (SPE-PRMS classification). 
8 Increase in 2P reserves in Norway as at the end of 2016 was an effect of:  

   − Reclassification of the Utgard field (8.1 million as at December 31st 2016) from the 2C (contingent resources) to 2P (proved and 
probable reserves) category after the POD for the field was approved by the Norwegian Ministry of Petroleum and Energy; and 

   − Revision of the estimates of commercial reserves in producing assets in Norway, mainly in connection with plans to drill additional 

production wells in the Sleipner fields.   

 9 The change relates to P (probable undeveloped) reserves and is based on the independent auditor's assumption that no additional 

production drilling will be undertaken given the current oil prices. 
10 Daily production = production in a period/number of calendar days. 
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Oil and gas sales (boe) Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /                    
Q1 2017 

Q2 2017 /                        
Q2 2016 

Norway 1,687,551 1,690,289 1,791,127 -0.2% -5.8% 

Poland 504,060 303,785 499,927 65.9% 0.8% 

Lithuania  98,522 47,650 91,216 106.8% 8.0% 

Total 2,290,133 2,041,723 2,382,270 12.2% -3.9% 

 

LOTOS Upstream (“LUPS”) 

To ensure effective implementation of its strategy for the Upstream segment, the Company decided                                  

to restructure this business area around a dedicated holding company, LOTOS Upstream (“LUPS”). LUPS                         

will acquire shares in the operating companies of the Upstream segment. As the owner of financial assets 

necessary to implement the strategy of Grupa LOTOS S.A., it can serve as a platform for growth of the entire 

upstream business by supporting the operating companies in arranging financing for new projects.                                

The operating companies will all operate at the same level of the holding structure, as LUPS-owned 

subsidiaries. This will help to split risks involved in operations in the individual geographies so that they will not 

impact one another. Centralising operational oversight within LUPS as the holding company will also enable 

effective verification of operating results across the geographical areas and fast identification of operational 

priorities for the Upstream segment. 

 

LOTOS Petrobaltic S.A. (“LPB”) 

Baltic Sea licences held by the LOTOS Petrobaltic Group as at June 30th 2017 

 
Source: In-house analysis.  
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In Q2 2017, LPB continued to produce crude oil from the B3 field in the Baltic Sea.  

The special purpose vehicle B8 Sp. z o.o. Baltic S.K.A. (“SPV B8”) ran initial production operations under                       

the B8 oil field development project and worked on converting an oil platform into a production hub in the field.  

On April 28th 2017, the Minister of the Environment issued a joint licensing decision for the exploration for                  

and appraisal of crude oil and natural gas deposits and for the production of crude oil and natural gas                                

in  the Kamień Pomorski area. It is a joint licence in which LOTOS Petrobaltic S.A. and PGNiG S.A. hold                            

a 49% and a 51% licence interest, respectively. On June 29th 2017, the Minister of the Environment issued 

three decision to renew joint licences for the exploration for and appraisal of crude oil and natural gas deposits 

and for the production of crude oil and natural gas in the Łeba, Rozewie and Gotland areas by LPB. The term 

of the licences is 30 years and includes a five-year phase of exploration and appraisal. 

LPB, in partnership with CalEnergy Resources Poland Sp. z o.o., made preparations to develop the B4/B6 gas 

fields as part of the Baltic Gas Project. The main element of the engineering design work was completed and 

additional critical work with a potentially high impact on the project schedule was carried out, including 

engineering design of the pipeline onshore section. Recommendation for the final investment decision on the 

project's construction phase is scheduled to be made in late 2017 or early 2018. 

 

LOTOS Exploration & Production Norge AS (LOTOS Norge, LEPN) 

Licences held by LOTOS Exploration & Production Norge AS at June 30th 2017  

 

Source: In-house analysis.  

In Q2 2017, LOTOS Norge, operating in a consortium, produced natural gas and condensate from the Atla, 

Vale and Skirne fields (Heimdal assets) and from the Sleipner Ost, Sleipner Vest, Loke and Gungne fields 

(Sleipner assets). 
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In the reporting period, the Ministry of Petroleum and Energy and the Ministry of Finance of Norway approved 

the acquisition of a 9.74% interest in licence PL 364 (Frøy field) from Aker BP ASA, agreed upon in Q1 2017. 

The licence area is located in the North Sea, north of the Heimdal hub, and covers the Frøy field with total 

estimated hydrocarbon resources of approximately 46 mboe (LOTOS Group's share: ca. 4.6 mboe).                               

The project is being analysed to determine the optimum development scenario as it could produce synergies 

with other fields discovered in the region, e.g. Frigg Gamma Delta, Langfjellet, or Fulla.  

Furthermore, in the reporting period, the Ministry of Petroleum and Energy and the Ministry of Finance                             

of Norway approved the acquisition by LOTOS Norge of a 13.889% interest in licence PL 036 ES from Statoil 

Petroleum AS and Centrica Resources Norge AS, agreed upon in Q1 2017. The licence covers a separate 

prospective area called Heimdal East, totalling 8,718 km2. Together with the 5% interest already held, LOTOS 

Norge's total interest in the PL 036 ES licence is 18.889%. This area may become a part of the plans to develop 

operations around the Heimdal hub, including joint development with the nearby Trell field (licence PL102F, 

the company's interest: 10%).  

In Q2 2017, Repsol Norge AS, the Yme field operator, continued work on the front-end engineering design. 

Negotiations were held on the extent of technical modifications and commercial terms of cooperation with the 

supplier of the rig (the ultimate production centre for the Yme field). The deadline for approval of the of the 

Plan for Development and Operations (PDO) and its submission for administration by the Partners, as 

presented by the operator, is autumn 2017. 

 

AB LOTOS Geonafta Group  

Licences held by the AB LOTOS Geonafta Group as at June 30th 2017 

 

Source: In-house analysis.  
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In Q2 2017, the AB LOTOS Geonafta Group continued production from the Girkaliai, Kretinga, Nausodis, 

Genciu, Vezaiciai, Liziai and Ablinga onshore oilfields.  

 

Upstream − key financial data 

PLNm Q2 2017 Q1 2017 Q2 2016 
Q2 2017                       
/Q1 2017 

Q2 2017                        
/Q2 2016 

Revenue 344.3 368.6 321.8 -6.6% 7.0% 

EBIT 123.7 182.4 -25.7 -32.2% -581.3% 

Depreciation and amortisation 79.8 83.1 140.1 -4.0% -43.0% 

EBITDA 203.5 265.5 114.4 -23.4% 77.9% 

Clean EBIT 11 133.0 182.4 53.5 -27.1% 148.6% 

Clean EBITDA 11 212.8 265.5 193.6 -19.8% 9.9% 

 

 The 7.0% year-on-year growth in revenue of the Upstream segment in Q2 2017 was driven by an 8.8% 

increase in the average price of Brent Dated crude and a 7.7% increase in the average price of natural gas                   

in the quarter. The increase was offset by a 3.9% drop in the segment's sales volumes caused, among other 

things, by lower hydrocarbon production by LOTOS Norge.  

The 6.6% decline in revenue relative to Q1 2017 mainly followed from an 18.8 drop in the average price                     

of natural gas, a 7.5% decrease in the average price of Brent Dated crude, and a 5.7% drop in the average 

USD/PLN exchange rate in the quarter, and was partly offset by higher volumes of gas and oil sales in the 

segment. 

The year-on-year decrease in the segment's depreciation and amortisation was caused by a change in the 

units-of-production method estimates for the assets of offshore oil and gas extraction facilities in Norway 

following an increase in the Sleipner and Heimdal recoverable reserves at LOTOS Norge (for more information, 

see footnotes on page 6) . 

In Q2 2017, the Upstream segment's clean EBITDA was 9.9% higher than in Q2 2016 and 19.8% lower than 

in Q1 2017, mainly reflecting movements in prices of crude oil and natural gas.  

 

  

                                                           
11

 Net of non-recurring items:  

• Q2 2017: net effect of impairment losses on assets, losses on discontinued projects and revision of provisioning estimates, 
totalling approximately PLN -9m, 

• Q2 2016: net effect of impairment losses on assets and recognised provisions totalling approximately PLN -79m.  
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Downstream segment 

 

• Completion of the Spring 2017 overhaul of the refinery 

• EFRA Project 76.8% complete  

• Full capacity utilisation of the Grupa LOTOS refinery, excluding the maintenance shutdown 

period 

• Improvement in the LOTOS Group's financial performance, reflecting the government's 

efforts to curb the grey market for fuels in Poland, with the LOTOS Group's domestic sales 

up by approximately 26% year on year in Q2 2017 

• Clean Q2 2017 Downstream LIFO-based EBITDA at PLN 473.5m (up 32.5% year on year)  
 

Crude slate 

'000 tonnes Q2 201712 Q1 201712 Q2 2016 
Q2 2017 /                     
Q1 2017 

Q2 2017 /                    
Q2 2016 

Crude oil processed by the 
Gdańsk refinery 

2,217.0 1,924.4 2,512.8 15.2% -11.8% 

including: 

 Urals crude  1,737.3 1,313.3 2,099.2 32.3% -17.2% 

 Rozewie crude  69.1 26.5 71.9 160.8% -3.9% 

 Lithuanian crude 9.8 11.7 8.5 -16.2% 15.3% 

 Lubiatów crude 75.9 54.3 72.6 39.8% 4.5% 

 Other 324.9 518.6 260.6 -37.4% 24.7% 

 

In Q2 2017, refining operations were stable, with throughput at 2,217.0 thousand tonnes of crude oil, the 

refinery's capacity was fully utilised, excluding the maintenance shutdown period. 

The Spring 2017 scheduled maintenance shutdown of the Gdańsk refinery, carried out every four years, was 

completed on April 14th 2017 in line with the budget and timetable. All the 54 units were restarted smoothly 

and worked correctly in the reporting period. Direct cost of the project was approximately PLN 176m and 

included a PLN 40m cost provision for Q3 2017. 

On June 26th 2015, in cooperation with LOTOS Asfalt, Grupa LOTOS S.A. launched EFRA (Effective 

Refining), the Group's key project which is a continuation of the wider effort to modernise the LOTOS refinery 

involving a natural expansion of the deep crude oil processing configuration achieved under the 10+ 

Programme. Further enhancement of the conversion complexity, supported by synergies offered by the 

Gdańsk refinery's existing infrastructure, will help increase the refining margin on every processed barrel of oil 

by around USD 2. The EFRA units will turn out approximately 900 thousand tonnes of high-margin fuels per 

year without increasing the crude throughput levels. The project is scheduled for completion in the first half of 

2018. More on → the EFRA Project. 

                                                           
12 The lower crude oil throughput in Q1 and Q2 2017 was due to the scheduled maintenance shutdown at the refinery, which took place from March 

3rd to April 14th 2017. 

http://efra.lotos.pl/en/
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In Q2 2017, engineering design work, procurement and deliveries for the EFRA Project's key units, namely 

Delayed Coking/Coking Naphtha Hydrotreating Units (DCU/CNHT), Hydrogen Generation Unit (HGU) and 

Hydrowax Vacuum Distillation Unit (HVDU), were nearing completion. Work continued under contracts for the 

construction of major units and associated infrastructure. Work on connections between the existing and newly 

built units, planned to be carried out during the Spring 2017 maintenance shutdown, was completed. In June, 

the oxygen generation unit was assembled and commissioning started. Also, final acceptance of the new 

power station building took place; the station is to meet the increased demand for electricity from the new units 

delivered under the EFRA Project.  

As at June 30th 2017, the progress of design, procurement and construction work under the EFRA Project 

was 76.8%. 

 

Refining products 13 

Total output ('000 tonnes) 

Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /                  
Q1 2017 

Q2 2017 /                   
Q2 2016 

2,471.0 2,323.8 2,629.2 6.3% -6.0% 

Gasolines 332.3 323.7 380.8 2.7% -12.7% 

Naphtha 104.7 112.3 117.5 -6.8% -10.9% 

Diesel oils 1,181.0 1,063.6 1,052.7 11.0% 12.2% 

Light fuel oils 42.4 87.7 43.2 -51.7% -1.9% 

Jet fuel 100.6 75.4 158.1 33.4% -36.4% 

Heavy products14 432.8 400.2 555.8 8.1% -22.1% 

Other15 277.2 260.9 321.1 6.2% -13.7% 

 

 

 

  

                                                           
13 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 finished product blenders receive streams of biocomponents, enhancing additives and middle distillates purchased 
from third-party suppliers. In addition, because of the maintenance shutdown, in Q1 and Q2 2017 the refinery received additional 
feedstock of over 200 thousand tonnes and over 100 thousand tonnes of components (mostly for diesel oil production), respectively. 

14 Heavy fuel oil and bitumen components/bitumens. 
15 Other products include gas liquids, base oils, lubricants, sulfur, xylene fraction, slack wax, reformate, bunker fuels, plasticizer. 
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Sales structure in the Downstream segment 

tys.ton 

Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /Q1 

2017 
Q2 2017 /Q2 

2016 

2,536.8 2,272.0 2,641.0 11.7% -3.9% 

Gasolines 371.7 354.5 377.9 4.9% -1.6% 

Naphtha 104.7 112.3 117.5 -6.8% -10.9% 

Diesel oils 1,270.3 1,104.2 1,152.5 15.0% 10.2% 

Light fuel oils 44.1 84.9 42.7 -48.1% 3.3% 

Jet fuel 119.4 49.6 172.2 140.7% -30.7% 

Heavy products14 433.2 386.0 544.5 12.2% -20.4% 

Other petroleum products15 193.4 180.5 233.7 7.1% -17.2% 

 

Liquid fuel market  

In Q2 2017, consumption of liquid fuels (i.e. diesel oil, gasolines and light fuel oil) in Poland grew 18.8% year 

on year, driven by an increase in diesel oil consumption (up 22.3%), gasoline consumption (up 9.3%), and light 

fuel oil consumption (up 10.5%).  

Gasoline 

Gasoline consumption in Poland grew 9.3% in April−June 2017. In the same period, the average global crack 

spread for gasoline fell by USD 2.13/bbl year on year.  

In Q2 2017, the LOTOS Group's total gasoline sales volumes fell 1.7% year on year, due to the Spring 2017 

maintenance shutdown at the refinery. Exports of gasoline were eight times lower. The Company increased 

domestic sales of gasoline, by 26% year on year, taking advantage of increased demand for fuels, an effect of 

the government's successful efforts to combat grey market.  
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Motor gasoline – average monthly crack margin, USD/bbl (April 2016–June 2017)  

     Q2 2016             Q2 2017  

 

 

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

Diesel oil 

Diesel oil consumption in Poland increased by 22.3%. Like in the first three months of the year, in Q2 2017, 

the key driver of growth in diesel oil consumption in Poland was the new regulations forming the Fuels 

Package, whose enactment significantly curtailed illegal imports of diesel oil to Poland and boosted demand 

from legal sources. It was the last full quarter when the impact of the Fuels Package on sales statistics was so 

clear because the new regulations were not in force in the base year. 

In Q2 2017, the average global crack spread for diesel oil was stable, at previous year's levels.  

In Q2 2017, the LOTOS Group's sales of diesel oil rose 10% year on year, driven by a 25.7% increase in 

domestic sales and a 92.5% reduction in exports. The higher domestic sales were a direct effect of the 

tightened tax collection system and removal of illegal importers from the market  

 

Diesel oil – average monthly crack margin, USD/bbl (April 2016–June 2017) 

                  Q2 2016                        Q2 2017 

  

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

In Q2 2017, the average negative heavy fuel oil crack spread on global markets grew by USD 7.34/bbl year 

on year. In Q2 2017, the LOTOS Group's sales of heavy fuel oil went down 44% year on year, due to the 

product being redirected for bitumen production, which was more profitable because of high market prices of 

bitumens prevailing in the period as a result of limited supply. 

 

Heavy fuel oil – average monthly crack margin, USD/bbl (April 2016–June 2017) 

  

       Q2 2016                                                                                                                      Q2 2017 

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

 

Light fuel oil 

Light fuel oil consumption in Poland grew 10.5% year on year in Q2 2017. The LOTOS Group recorded                           

a 3.4% year-on-year rise in sales of light fuel oil in the reporting period, with the entire volume of the product 

offered for sale in Poland. 

Downstream − key financial data 

PLNm Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /                 
Q1 2017 

Q2 2017 /               
Q2 2016 

Revenue 5,256.1 5,180.6 4,758.0 1.5% 10.5% 

EBIT 45.2 404.3 584.2 -88.8% -92.3% 

Depreciation and amortisation 131.2 143.9 120.0 -8.8% 9.3% 

EBITDA 176.4 548.2 704.2 -67.8% -75.0% 

LIFO-based EBIT 182.5 281.5 572.2 -35.2% -68.1% 

LIFO-based EBITDA 313.7 425.4 692.2 -26.3% -54.7% 

Clean LIFO-based EBITDA16 473.5 427.2 357.4 10.8% 32.5% 

                                                           
16 EBITDA including the LIFO effect of inventory measurement and excluding theoretical write-downs on LIFO-measured inventories, net 

of inventory write-downs, exchange differences on operating activities and, additionally, cost of the Spring 2017 maintenance 
shutdown in Q1 and Q2 2017 and reversal of litigation provision in Q2 2017. 
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The Downstream segment's revenue was up 10.5% year on year despite a 3.9% fall in sales volumes, driven 

by higher average net selling price. In Q2 2017, the segment's average net selling price was PLN 2,072                      

per tonne, having increased 15.0% year on year, chiefly on higher prices of petroleum products on global 

markets.  

The Downstream segment's revenue in Q2 2017 was on a par with the figure reported for Q1 2017, mainly 

because of a 11.7% quarter-on-quarter increase in sales volumes, offset by a 9.1% reduction in the average 

net selling price. 

In Q2 2017, clean LIFO-based EBITDA of the Downstream segment came in at PLN 473.5m, up 10.8%                         

on Q1 2017 and up 32.5% on Q2 2016.  

 

LOTOS service station network  

 
Jun 30 

2017 
31.03.2017 

Jun 30 
2016 

Q2 2017/                     
Q1 2017 

Q2 2017/                           
Q2 2016 

485 487 478 -2 7 

CODO 301 300 291 1 10 

     including: LOTOS OPTIMA 121 121 122 0 -1 

DOFO 184 187 187 -3 -3 

    including: LOTOS OPTIMA 83 84 76 -1 7 

 

In Q2 2017, the number of LOTOS chain service stations was 485, similar to that reported in the end of                          

Q1 2017. Compared with June 30th 2016, the number of stations increased by 7 (CODO stations: up 10, 

DOFO stations: down 3). The number of LOTOS Optima economy stations rose by 6 year on year.  
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Quantitative structure of the service station market in Poland as at June 30th 2017  

 

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

 

Retail − key financial data 

PLNm Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /                   
Q1 2017 

Q2 2017 /                    
Q1 2017 

Sales volume (’000 tonnes) 292.4 255.0 271.2 14.7% 7.8% 

Revenue 1,394.3 1,287.3 1,229.2 8.3% 13.4% 

EBIT 23.6 2.2 11.2 972.7% 110.7% 

Depreciation and amortisation 18.4 17.8 17.2 3.4% 7.0% 

EBITDA 42.0 20.0 28.4 110.0% 47.9% 

 

 

Starting from 2017, the results of the SDS (System Diesel Service) channel, previously reported as part of the 

retail business, are reported at the level of the Downstream segment. In order to ensure data comparability, 

the figures for Q2 2016 in the table above were presented in the same manner.  

EBIT posted in Retail for Q2 2017 reached PLN 23.6m, the increase being driven, among other things, by 

higher volume of fuels sold and reversal of provision for litigations concerning service stations.  

Independent 
service-stations

2 730

ORLEN
1 754

BP
522LOTOS

485

SHELL
423

Circle K (formerly 
STATOIL)

350

Hypermarket 
service stations

184

AMIC (formerly 
Lukoil)

115

Total
21

IDS
14

AS 24
26
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Consolidated statement of comprehensive income 

 

Key financial results of the LOTOS Group 

PLNm Q2 2017 Q1 2017 Q2 2016 
Q2 2017 /                  
Q1 2017 

Q2 2017 /                 
Q2 2016 

Revenue 5,454.9 5,447.3 4,969.0 0.1% 9.8% 

EBIT 172.9 576.5 550.6 -70.0% -68.6% 

Depreciation and amortisation 210.7 226.6 259.7 -7.0% -18.9% 

EBITDA 383.6 803.1 810.3 -52.2% -52.7% 

LIFO effect17 137.3 -122.8 -12.0 - - 

LIFO-based EBIT 310.2 453.7 538.6 -31.6% -42.4% 

Clean LIFO-based EBIT18 486.0 475.5 283.0 2.2% 71.7% 

Clean LIFO-based EBITDA18 690.0 682.1 542.7 1.2% 27.1% 

 

In line with its inventory measurement policies, the LOTOS Group uses the weighted average method                              

to measure change in inventories. This method 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 computed using this inventory measurement method are presented in the EBITDA and EBIT 

lines of the table. The table also presents estimated inventory decreases measured using the LIFO method, 

as well as the LIFO effect, LIFO-based EBIT, clean LIFO-based EBIT, and clean LIFO-based EBITDA. 

In Q2 2017, the LOTOS Group posted an operating profit of PLN 172.9m, being the combined result of the 

Downstream segment's operating profit of PLN 45.2m, the Upstream segment's operating profit                                            

of PLN 123.7m, and PLN 4.0m in consolidation adjustments (mainly adjustments to the unrealised margin                         

on sales of the Rozewie and Lithuanian crudes). In Q2 2017, LIFO-based EBITDA (excluding theoretical                          

LIFO-based write-downs), net of non-recurring items and exchange differences on operating activities (clean 

LIFO-based EBITDA) was PLN 690.0m.  

In Q2 2017, the LOTOS Group reported net finance income of PLN 94.6m, with the main contributors being                  

a PLN 106.4m gain on measurement and settlement of hedging transactions, foreign exchange gains                                 

of PLN 36.4m, and a PLN -51.9m negative balance of interest on debt, interest income and commissions.  

In Q2 2017, the effect of measurement and settlement of market risk hedging transactions at the LOTOS Group 

included primarily a PLN 112.8m net gain on measurement and settlement of transactions the hedging foreign 

exchange risk.  

                                                           
17 LIFO effect = LIFO-based EBIT (estimated with the LIFO, or Last In First Out, method) - EBIT. 
18 EBIT including the LIFO effect of inventory measurement and excluding theoretical write-downs on LIFO-measured inventories (PLN -

69.6m in write-downs recognised in Q2 2017, and PLN 34.9m and  PLN 327.4m in write-down reversals in Q1 2017 and Q2 2016, 
respectively), net of inventory write-downs, exchange differences on operating activities, the net effect of impairment losses on assets, 
losses on discontinued projects, and revision of provisioning estimates in the Upstream segment, costs of maintenance shutdown, as 
well as reversal of litigation provisions in the Downstream segment. 
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Transactions hedging the risk related to petroleum product prices as at June 30th 2017 

Period Product/Feedstock 

Heavy fuel oil Light fuel oil 

3.5 PCT Barges FOB 
Rotterdam  

Gasoil .1 Cargoes 
CIF NWE / Basis 

ARA 

3Q2017 
Volume (mt) 86,399 -7,245 

Price range (USD/mt) 183,75-488,5 371,25-513 

4Q2017 
Volume (mt) 46,273 -4,150 

Price range (USD/mt) 183,75-380 371,25-513 

1Q2018 
Volume (mt) 2,411 -222 

Price range (USD/mt) 217,5-224,75 417-432,5 

2Q2018 
Volume (mt) 36,242 -3,349 

Price range (USD/mt) 217,5-288,75 412-507,2 

3Q2018 
Volume (mt) 28,098 -2,598 

Price range (USD/mt) 217,5-279 412-486 

4Q2018 
Volume (mt) 7,958 -736 

Price range (USD/mt) 217,5-260 412-486 
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Transactions hedging foreign exchange risk as at June 30th 2017 

 

Currency pair Instrument Volume Currency Exchange rate range 

EUR/USD                       
exchange rates 

Forward 93,316,752 EUR 1.0905 - 1.1286 

EUR/PLN                    
exchange rates 

Forward 18,719,000 EUR 4.1849 - 4.4792 

USD/PLN                     
exchange rates 

Forward -244,103,869 USD 3.7021 - 4.2121 

 

 

Transactions hedging interest rate risk as at June 30th 2017 

Instrument Start date End date 
Notional 
amount 

Currency 
Interest rate 

range 
Reference rate 

IRS 

from Mar 21 2017 from Sep 21 2017 

704,000,019 USD 1.145%-4,045% 
3M LIBOR –    
6M LIBOR 

to Sep 21 2021 to Dec 21 2021 

 

 

Transactions hedging the risk related to prices of carbon dioxide (CO2) emission allowances                                      

as at June 30th 2017 

 

  

2017 2018 2019 2020 

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 840,000 4.61 - 8.29 731,000 4.45 - 5.65 33,000 8,57-8,6 180,000 4.68 - 5.75 
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Breakdown of the LOTOS Group's Q2 2017 consolidated results 

 

 

In Q2 2017, the LOTOS Group posted consolidated net profit of PLN 157.5m. 

 

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

PLNm Q2 2017 Q1 2017 Q2 2016 

EBIT 172.9 576.5 550.6 

Profit/(loss) before tax 268.4 625.3 399.9 

Net profit/(loss) 157.5 410.9 225.8 
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Consolidated statement of financial position 
 

Consolidated statement of financial position – assets 

Assets (PLNm) 

Jun 30 
2017 

Dec 31 
2016 

Change  %  

19,636.3 19,326.3 310.0 1.6% 

Non-current assets 12,338.2 12,330.7 7.5 0.1% 

Property, plant and equipment of the Downstream segment 8,657.2 8,261.7 395.5 4.8% 

Intangible assets of the Downstream segment 167.0 170.0 -3.0 -1.8% 

Property, plant and equipment of the Upstream segment 2,393.7 2,390.0 3.7 0.2% 

Intangible assets of the Upstream segment 320.1 481.9 -161.8 -33.6% 

Equity-accounted joint ventures 102.1 98.1 4.0 4.1% 

Deferred tax assets 402.0 596.0 -194.0 -32.6% 

Derivative financial instruments 7.8 20.9 -13.1 -62.7% 

Other non-current assets  288.3 312.1 -23.8 -7.6% 

Current assets 7,298.1 6,995.1 303.0 4.3% 

Inventories 3,343.1 3,333.6 9.5 0.3% 

Trade receivables  2,208.8 2,251.7 -42.9 -1.9% 

Current tax assets 6.3 8.0 -1.7 -21.3% 

Derivative financial instruments 142.9 80.0 62.9 78.6% 

Other current assets 549.8 577.2 -27.4 -4.7% 

Cash and cash equivalents 1,047.2 744.6 302.6 40.6% 

Assets held for sale 0.0 0.5 -0.5 -100.0% 

 

 

As at June 30th 2017, total assets of the LOTOS Group stood at PLN 19,636.3m, having increased by                       

PLN 310.0m in the first six months of the year. 

The most significant changes in assets included: 

• PLN 395.5m increase in Downstream property, plant and equipment associated with the EFRA 

Project;  

• PLN 302.6m increase in cash and cash equivalents;  

• PLN 161.8m decrease in Upstream intangible assets following reclassification of Utgard assets                    

from 2C (contingent resources) to 2P (proven and probable reserves); 

• PLN 194.0m decrease in deferred tax assets.  
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Consolidated statement of financial position – sources of funding 

Equity and liabilities (PLNm) 

Jun 30 
2017 

Dec 31 
2016 

Change  %  

19,636.3 19,326.3 310.0 1.6% 

Equity 9,404.6 8,610.9 793.7 9.2% 

Share capital 184.9 184.9 0.0 0.0% 

Share premium 2,228.3 2,228.3 0.0 0.0% 

Cash flow hedging reserve -424.7 -812.8 388.1 -47.7% 

Retained earnings 7,328.9 6,945.5 383.4 5.5% 

Translation reserve 87.1 64.9 22.2 34.2% 

Non-controlling interests 0.1 0.1 0.0 0.0% 

Non-current liabilities 5,014.5 5,443.7 -429.2 -7.9% 

Borrowings, other debt instruments and finance lease liabilities 3,488.5 3,980.6 -492.1 -12.4% 

Derivative financial instruments 9.8 36.3 -26.5 -73.0% 

Deferred tax liabilities  208.7 57.4 151.3 263.6% 

Employee benefit obligations 174.8 168.5 6.3 3.7% 

Other liabilities and provisions 1,132.7 1,200.9 -68.2 -5.7% 

Current liabilities 5,217.2 5,271.7 -54.5 -1.0% 

Borrowings, other debt instruments and finance lease liabilities 1,681.7 1,576.7 105.0 6.7% 

Derivative financial instruments 39.7 172.9 -133.2 -77.0% 

Trade payables 1,351.9 1,718.2 -366.3 -21.3% 

Current tax payables 73.7 49.2 24.5 49.8% 

Employee benefit obligations 112.6 135.6 -23.0 -17.0% 

Other liabilities and provisions 1,957.6 1,619.1 338.5 20.9% 

 

Increase in the LOTOS Group's equity in H1 2017 to PLN 9,404.6m (up PLN 793.7m on 2016) was driven 

primarily by higher retained earnings (up PLN 383.4m) and foreign exchange gains on valuation of cash flow 

hedges recognised in capital reserves, adjusted for the tax effect of PLN 388.1m.  

The share of equity in total equity and liabilities increased by 3.3pp year on year, to 47.9%. 

 

Key changes in liabilities (PLN -483.7m): 

• PLN 366.3m decrease in trade payables, mainly due to lower-volume crude purchases made at lower 

prices in June 2017 than in December 2016; 
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• PLN 387.1m decrease in borrowings, other debt instruments and finance lease liabilities, reflecting mainly 

remeasurement of currency loans;  

• PLN 159.7m decrease in negative fair value of derivative instruments; 

• PLN 151.3m increase in deferred tax liabilities; 

• PLN 270.3m increase in other liabilities and provisions mainly due to dividends, excise duty and fuel 

charge payable. 

 

 

As at June 30th 2017, the LOTOS Group’s financial debt totalled PLN 5,170.2m, down PLN 387.1m                               

on December 31st 2016. The ratio of financial debt adjusted for free cash to equity was 43.8% (down 12.1pp 

on December 31st 2016). 
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Consolidated statement of cash flows 

 

Consolidated statement of cash flows 

PLNm Q2 2017 Q1 2017 Q2 2016 

Cash flows from operating activities 724.2 145.5 630.8 

Cash flows from investing activities -381.6 -447.6 -245.2 

Cash flows from financing activities -141.1 259.5 -80.4 

Effect of exchange rate fluctuations on cash held -1.2 -1.5 7.5 

Change in net cash 200.3 -44.1 312.7 

Cash and cash equivalents at beginning of period  686.7 730.8 197.8 

Cash and cash equivalents at end of period  887.0 686.7 510.5 

 

As at June 30th 2017, the LOTOS Group’s cash balance (including current account overdrafts)                                        

was  PLN 887.0m. In Q2 2017, net cash flows increased cash and cash equivalents by PLN 200.3m.  

In Q2 2017, net cash from operating activities was positive at PLN 724.2m, driven mainly by improved net 

profit before tax, depreciation and amortisation, and was related to a decrease in inventories, caused by lower 

prices, and an increase in trade payables, caused by higher crude purchases in Q2 2017 than in Q1 2017. 

Negative net cash flows from investing activities (PLN -381.6m) were mainly attributable to purchases                            

of property, plant and equipment and other intangible assets, chiefly for the Downstream segment (the EFRA 

Project) and the Upstream segment (the B8 Project).  

Negative cash flows from financing activities in Q2 2017, of PLN -141.1m, chiefly comprised net repayments 

of borrowings and related outflows on principal and interest payments.  

 

 

 

 


