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Abstract: The article discusses the issue of environmental disclosure practices in the financial statements of Russian oil 

and gas (O&G) companies whose activities have a significant impact on pollution. It is specially noted the 

main polluting components such as oil and its vapour, associated petroleum gas, highly aggressive reservoir 

and sewage water. Much attention is given to justify a necessity of reflection of environmental data of activity 

of O&G companies in connection with expectations of different groups of stakeholders in the context of the  

sustainable development concept spreading. It gives a detailed analysis of the O&G companies` reporting 

practices on their environmental liability. Recommendations are given to provide an information on 

environmental expenditures in the explanations to the balance sheet and the P&L statement, along with 

available information on ecological liabilities, which will facilitate a reliable assessment of the company’s 

environmental investments. 

1 INTRODUCTION 

The Constitutions of the Russian Federation correlate 

the right of every citizen to a favourable environment 

(art. 42) with the obligation of individuals and legal 

entities to preserve nature and the environment and to 

respect natural wealth (art. 58). The activities of oil 

and gas (O&G) companies affect all components of 

the natural environment: atmospheric air, surface 

water, groundwater, soil and vegetation cover, 

subsoil, etc.  This impact, which leads to 

transformations of the natural environment in the 

exploration of deposits, is so significant that at the 

regulatory level all facilities for the production of 

crude oil, natural gas, including their processing, are 

assigned to Category I of the degree of hazard. 

In this way, requirements for O&G production 

facilities to provide effective measures for the 

collection, treatment, utilization, neutralization of 

waste from production, before the start of activities, 

and to develop measures to prevent and eliminate oil 

and petroleum spills and other adverse effects on the 

environment, are well grounded and are enshrined in 

Russian environmental legislate system. The act is 
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also emphasized separately the obligation of 

companies engaged in geological research, 

exploration and extraction of hydrocarbon raw 

materials to carry out land recultivation, as a set of 

measures for ecological and economic restoration of 

land productivity, whose fertility has declined 

significantly as a result of production activities. 

The need to comply with the requirements of the 

legislator, as well as with the spread of the global 

sustainable development agenda and the introduction 

of ESG-principles in business processes, the issue of 

relevant disclosure of the environmental component 

of its activities in reporting has become particularly 

relevant among organizations, especially those with 

the greatest impact on the natural environment. 

Research confirms that the prevalence of the E-factor 

(climate and environment) in company reporting and 

information agendas, observed throughout the 

existence and development of the ESG concept, will 

be maintain and even strengthen (Golovshchinsky K. 

I. et al., 2022.). 

Famously, financial reporting is one of the key 

tools that allow to inform potential investors and 

other stakeholders about the state of affairs in the 



aspects of the company’s activities objectively. 

Thereby, it is of scientific and practical interest to 

study and systematize selected data of Russian O&G 

companies for disclosure of environmental indicators 

in their financial statements. 

2 RESEARCH METHODOLOGY 

The information base of the research is the regulatory 

documents, standards and other documents devoted to 

the problem of environmental disclosure in the 

financial statements of companies, as well as studies 

in periodicals on the topic of sustainable development 

and ESG-agenda, and financial statements of Russian 

O&G companies. 

The authors applied such general scientific 

methods as description, synthesis and analysis of 

data, generalization of conclusions, as well as 

comparison and interpretation of the obtained results. 

3 MATERIALS AND 

LITERATURE REVIEW 

Environmental data disclosure as part of the overall 

sustainable development reporting is of considerable 

research interest to both foreign and Russian authors. 

Botchway G.O. et al. (2023) confirm the growing 

trend among foreign companies to disclose 

information in their statements taking into account 

ESG factors. Some theoretical aspects of the study of 

environmental indicators in the context of sustainable 

development were considered by a number of Russian 

authors for the O&G industry (Polyakova P. M. et al., 

2022; Gulevskaya A.I., 2023),  metallurgical 

corporations (Tsygalov Yu. M., 2022). 

Commitment to ESG-principles and indicators in 

the areas of “responsible attitude to the environment”, 

“high social responsibility” and “high quality of 

corporate management” are accepted to be reflected 

in the reports on sustainable development. In this 

case, ESG-indicators are significantly vary a lot and 

this is unsurprisingly, because requirements for the 

composition, format and disclosure of non-financial 

metrics are advisory in nature (Gulevskaya A.I., 

2023). Likewise, another important factor that has a 

negative impact on the involvement of companies in 

ESG disclosure processes in public reporting is 

insufficient elaboration of the regulatory framework 

for companies from different sectors of the economy 

(Vakhrushina A.A., 2023). 

In turn, this makes it difficult for concerned users 

to perceive the information, and also makes it much 

more difficult to analyze of the selected metrics in a 

particular field of activity comparatively, as well as to 

monitor comprehensive ecological plans and assess 

of the level of its implementation in the company`s 

strategy (Nesterova A.A., 2022). These problems can 

be solved by developing certain innovations in the 

field of financial reporting, for example, by 

implementing new ESG-indicators that allow more 

transparency in the performance of the company’s 

environmental initiatives (Lisovskaya I.A., 2018). 

Russian regulations on Accounting provides for 

the disclosure additional following information 

collectively with financial statements such as data on 

major ongoing and (or) planned to implement 

environmental protection measures, on the impact of 

these actions on the long-term investments and 

returns in the reporting year, the financial 

implications for future periods. Additionally, the 

company may disclose data on payments for violation 

of environmental legislation or other environmental 

charges, payments for natural resources, current 

environmental protection costs and their impact on 

the financial results. 

The activities of O&G companies have a number 

of distinctive features in terms of further reporting of 

important environmental information. Exploitation of 

O&G production facilities is allowed only in the 

presence of projects to rehabilitate contaminated land 

in zones of temporary use of land, as well as a positive 

conclusion after audit of the State examination of 

project documentation. 

It is also worth mentioning that the development 

of mineral deposits should be carried out in 

accordance to technical project documentation for the 

execution of works related to the use of mineral 

resources. The composition and content of technical 

projects are determined by the rules for the 

preparation of technical projects for the development 

of deposits by type of minerals. The procedure for the 

preparation and approval of technical projects is 

established by the Government of the Russian 

Federation by type of mineral and subsoil use. 

The project document must include measures to 

ensure the requirements in the field of environmental 

protection and environmental safety in the use of the 

mineral resources, along with information on the 

timing and conditions of the conservation work and 

(or) liquidation of wells, other underground 

structures, together with land reclamation. 

Environmental safety in the use of subsoil and other 

natural resources during production activities is 

mainly reduced to charges for the use of water 



facilities, for negative impact on the environment (for 

waste disposal, air emissions, etc.). Nevertheless, 

most nature conservation measures should be carried 

out after the completion of exploration and O&G 

extraction at a specific site. In consequence, special 

pollution clean-up operations should include: 
 Cleaning, burying, burning or removal of 

process waste, sludge, packaging and other 
substances unsuitable for further use;  

 Cleaning of storage facilities (containers,  
cesspools, etc.), storage of household waste; 

 Borehole sealing which was left for routine 
observation or for temporary preservation; 

 Reclamation and anti-erosion works, etc. 
(Zyleva N.V. et al., 2022). 

 

The complete recultivation of land that has been 

allocated for temporary use to the O&G industry 

organizations to a condition close to natural can also 

be carried out only after the end of the cycle of work 

(exploration and (or) extraction). 

At this point, biological recultivation at sites in 

the northern regions of Russia, which were damaged 

during the exploration and (or) mining process, must 

be carried out, because of natural and climatic factors 

(short summers, over-humidity, low sum of positive 

temperatures, etc.) mineralization of organic residues 

occurs slowly, natural recovery of soil and vegetation 

- very slowly, over several decades. 

Considering the circumstances of the case and the 

peculiarities of the activities of O&G companies, an 

analysis of selected data of financial statements of 

Russian O&G companies for disclosure was 

conducted in order to identify environmental 

indicators which are characterizing the above-

mentioned aspects of environmental safety. 

4 RESULTS AND DISCUSSION 

The research is based on the data series from the 

explanations and applications to the Balance Sheets 

and the reports on financial results (Profit and Loss 

Statements, P&L) of several Russian O&G 

companies, among which Public Joint Stock Oil 

Company Bashneft (PJSOC Bashneft), Rosneft Oil 

Company (Rosneft), Yakut Fuel and Energy 

Company JSC (JSC YFEC), Public Joint Stock 

Company Tatneft named after V.D. Shashin (PJSC 

Tatneft), JSC Verkhnechonskneftegas (JSC VCNG). 

The results of the analysis demonstrate that these 

companies are basically not inclined to widely 

disclose various E-aspects of their activities. 

The most common indicator for ecological 

protection reflected in the annual financial reporting 

of O&G companies is the estimated liabilities for 

future environmental activities. 

Therefore, JSC YFEC (2021) forms only one 

environmental provision which is the estimated 

liability to decommission facilities (obligation to 

eliminate gas wells and restore the site after 

exhaustion of gas fields). PJSOC Bashneft (2023) has 

two provisions: an estimated environmental liability 

(through the costs of normal activities) and an 

estimated obligation to dispose of the mineral capital 

assets (by increasing the value of assets). Rosneft and 

PJSC Tatneft has three environmental estimated 

liabilities each. Rosneft (2023) allocated liabilities 

related to environmental activities (one is formed for 

all types of environmental liabilities at the expense of 

ordinary activities, the second - by increasing the 

value of assets) and the obligation to liquidate fixed 

assets (formed for all immovable O&G  assets 

through increasing their value). Besides two 

estimated liabilities for the liquidation of fixed assets, 

search assets and the restoration of natural resources 

(short- and long-term), the short-term obligation to 

pay for  land recultivation has been allocated in PJSC 

Tatneft statements (2022) separately. The various 

directions of environmental liabilities were found in 

the explanations to financial reports of JSC 

«Verkhchonskneftegas», two of them are formed 

from expenses for ordinary activities (provision for 

Environmental Restoration “Land Reserve” and 

provision for Environmental Activities) and other two 

- due to an increase in asset value (provision for 

environmental remediation costs «environmental 

liability» and provision to liquidate fixed assets and 

restore deposits to pristine state) (Interfax, 2022). 

The dynamics of the total amount of estimated 

provisions in the field of ecology and environmental 

protection of the companies surveyed is presented in 

fig. 1. 

 

Figure 1: The dynamics of the total amount of estimated 

provisions in the field of ecology and environmental 

protection of O&G companies for 2015-2022, mln rubles. 
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Explanations to the balance sheets and the P&L 

statements of PJSC Surgutneftegas and PJSC 

Gazprom Neft have also been studied as part of the 

study. It has been established that PJSC 

Surgutneftegas (2023) environmental estimated 

liabilities began to be formed only from 2021 

(Reforestation provision). However, by 2022 the 

company had five of them, including provisions for 

liquidation and dismantling of facilities, 

environmental protection, land reclamation in the 

construction of prospecting and exploration wells, 

land reclamation by common minerals and 

reforestation provision. In the reports of PJSC 

Gazprom Neft information on environmental 

estimated liabilities was found only in the statements 

of 2015 and 2018 (obligation related to the disposal 

of fixed assets and land recultivation) without 

specifying the amount. 

Figure 1 illustrates the large amounts that O&G 

companies plan to spend on environmental 

protection, but this is not all the costs that their incurs 

for ecological activities, because there are also 

current costs, which are not presented in the financial 

statements. It should be pointed, that financial 

indicators are found in non-financial reporting, for 

example, PJSC Tatneft (Environmental impact 

indicators, 2022) represents the amount of 

environmental charges (payment for negative 

environmental impact) and it was cost 10,7 millions 

of rub. in 2022, including for excess emissions, 

discharges, for over-limit waste disposal 3,2 millions 

of rub. 

The financial indicator “Environmental 

Protection Costs” which is formed in the confidential 

statistical form № 4-OS “Information on Current 

Expenditures on Environmental Protection”, could be 

presented in the financial statements, as proposed by 

Regulations on Accounting № 4/99 “Accounting 

reporting of an organization”. For example, in the 

tabular forms of the sections Expenses by ordinary 

activities (in the explanations to the balance sheet and 

the P&L statement (PJSC Tatneft, JSC YFEC) or 

Revenues and Expenses, Undistributed Profit 

(PJSOC Bashneft, Rosneft, JSC VCNG) 

Environmental Expenses indicator would not be 

redundant, because it would represent of company`s 

attention to the E-factor that is relevant to the 

sustainable development agenda. 

5 CONCLUSIONS 

Current research confirms that the problem of data 

disclosure characterizing the environmental 

component of company's activities has been 

significantly updated in recent times, due to global 

ESG agenda in particular. The disclosed indicators 

vary by cause of the lack of unified regulatory 

reporting framework in the field of sustainable 

development, as well as the voluntary nature of the 

performance of such information.  

For the environmental monitoring of the 

company’s activities, it is now more beneficial to 

obtain information about costs and liabilities for 

environmental protection from explanations to the 

balance sheet and the P&L statement, which means it 

might be recommend to Russian O&G companies 

expand their performance in this direction. 
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