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Notes to the Consolidated Financial Statements

1 General information
Neste Corporation (the Company) is a Finnish public limited liability company domiciled in 
Espoo, Finland . The company is listed on the NASDAQ OMX Helsinki . The address of its 
registered office is Keilaranta 21, P .O . Box 95, 00095 Neste, Finland .

Neste Corporation and its subsidiaries (together referred to as the Group) builds 
sustainable solutions for the needs of transport, businesses and consumers . As a 
forerunner in renewable solutions and oil refining, Neste offers cleaner traffic solutions 
and industrial products based on cutting-edge research and patented technology . Neste 
helps its customers all around the world to reduce their carbon footprint by combining 
high-quality and low-emission renewable products such as renewable diesel, renewable jet 
fuel, renewable solvents and raw materials for bioplastics as well as oil products to tailored 
service solutions .

Neste’s customers benefit not only from the high-quality products, but also from the 
comprehensive supply and logistics services that Neste can provide in Finland and abroad . 
The Group’s refineries are located in Finland, the Netherlands and Singapore and Neste 
is also a co-owner of a base oil plant in Bahrain . The Company has a network of service 
stations and other retail outlets in Finland, the Baltic countries and Northwest Russia .

 The Board of Directors has approved these consolidated financial statements for issue 
on 6 February 2018 .

2 Accounting policies
The principal accounting policies applied in the preparation of these consolidated financial 
statements are set out below . These policies have been consistently applied to all the years 
presented, unless otherwise stated .

Basis of preparation

These consolidated financial statements have been prepared in accordance with 
International Financial Reporting Standards (IFRS) and IFRS Interpretations Committee 
(IFRS IC) interpretations applicable to companies reporting under IFRS as adopted by the 
European Union . The notes to the consolidated financial statements also include compliance 
with Finnish accounting and corporate legislation . The consolidated financial statements 
have been prepared under the historic cost convention, as modified by the revaluation of 
financial assets and financial liabilities (including derivative financial instruments) at fair value 
through the comprehensive income statement .

The consolidated financial statements are presented in millions of euros unless otherwise 
stated . The figures in the tables are exact figures and consequently the sum of individual 
figures may deviate from the sum presented . 

Neste discloses the accounting policies in conjunction with each note to provide 
enhanced understanding of each accounting area . The following symbols IS, OCI, BS, 
and CF are used to show which amounts in the notes can be reconciled to consolidated 
statement of income (IS), consolidated statement of comprehensive income (OCI), consoli-
dated statement of financial position (BS) or consolidated cash flow statement (CF) . 

New standards, significant amendments and 
interpretations adopted by the Group

There have been no new standards, significant amendments or interpretations to existing 
standards in year 2017, which would have had a material impact on Neste’s consolidated 
financial statements .

New standards, amendments and interpretations not yet adopted

Certain new interpretations, amendments to existing standards or new standards have been 
published . The Group intends to adopt these standards when they become effective .

IFRS 9 Financial instruments

The Group starts to apply IFRS 9 from 1 January 2018 . It replaces the guidance in IAS 39 
Financial instruments: Recognition and measurement . IFRS 9 addresses the classification, 
measurement and recognition of financial assets and financial liabilities, introduces new rules 
for hedge accounting and a new impairment model for financial assets . 

IFRS 9 establishes three primary measurement categories for financial assets: amortized 
cost, fair value through other comprehensive income and fair value through profit or loss . 
The basis of classification depends on the entity’s business model and the contractual 
cash flow characteristics of the financial asset . The application of IFRS 9 does not have 
any significant impact on the recognition or measurement of the Group’s financial assets . 
The instruments that were classified as loan and receivable are classified under IFRS 9 at 
amortized cost since the objective of the business model is to hold the asset to collect the 
contractual cash flows and the asset’s contractual cash flows represent only payments of 
principal and interest . Investments in equity instruments, which were earlier classified as 
available for sale, are measured at fair value through profit or loss or potentially in other 
comprehensive income . There are no changes relating to classification and measurement of 
financial liabilities in Neste Group .
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The new impairment model requires the recognition of impairment provisions based on 
expected credit losses, rather than only incurred credit losses as was the case under IAS 39 . 
The general expected credit loss model are used for debt instruments carried at amortized 
cost and at fair value through other comprehensive income . The impairment is adjusted if 
there is further evidence of deterioration in credit quality . For trade receivables Neste adopts 
the simplified expected credit loss model . Every business area uses a specific provision 
matrix for the trade receivables due to the different nature of the business . That results in 
earlier recognition of credit losses on trade receivables . The change of impairment model 
has the impact of EUR 1 .3 million to the opening balance on 1 January 2018 .

IFRS 9 simplifies the requirements for hedge effectiveness testing, allows hedge 
accounting for risk components and changes the treatment of time value . It requires 
documentation of economic relationship between the hedged item and hedging instrument, 
and the hedged ratio to be the same as the one management actually use for risk 
management purposes . The concrete change for hedge accounting in Neste under IFRS 
9 is the time value of foreign exchange options, which is booked into other comprehensive 
income in equity together with the options’ intrinsic value instead of being booked into profit 
or loss . Otherwise the application of hedge accounting within existing hedge accounting 
relationships (cash flow and fair value hedges within foreign exchange and interest rate 
derivatives) continues under IFRS 9 as earlier . The impact of time value is EUR 1 .3 million to 
the opening balance on 1 January 2018 .

IFRS 9 allows the application of hedge accounting in separate commodity risk compo-
nents, but the Group does not apply hedge accounting in commodity derivatives . The Group 
hedges its commodity risk in line with its risk management policy and these derivatives will 
continue to be presented at fair value through profit or loss .  

IFRS 15 Revenue from contracts with customers

IFRS 15 was issued in May 2014 . The standard deals with revenue recognition and 
establishes principles for reporting useful information to users of financial statements about 
the nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s 
contracts with customers . Revenue is recognized when a customer obtains control of a 
good or service and thus has the ability to direct the use and obtain the benefits from the 
good or service . The standard replaces all existing requirements (IAS 18 Revenue and IAS 
11 Construction contracts and related interpretations) .

The Group starts to apply IFRS 15 from 1 January 2018, and applies the modified 
retrospective model .

The Group has assessed that the implementation of IFRS 15 does not have a significant 
impact on the consolidated financial statements . Management has assessed the IFRS 
15 impact on the different agreement types that are used in Neste’s business areas . The 
majority of the Group’s net sales comprise of fuel and other product sales which are mostly 
standard in nature, and the delivery terms have been investigated, with no major impact 
compared to the current revenue recognition . Certain storage service contracts, rebates, 

bonuses, penalties, warranties and other special terms and conditions that deviate from the 
basic agreement types have also been analyzed in more detail, and these do not have an 
impact on Neste’s revenue recognition compared to the current accounting policy .

Some of the Group’s product sales are under CIF Incoterm conditions, where the total 
sales price is allocated to the separate performance obligations; the first being the product 
and the second being the transportation (including other costs, insurance and freight) . The 
sales price allocated to the product is recognized upon shipment, before delivery . The sales 
price for the transportation will be recognized when the latter performance obligation has 
been fulfilled . However, the allocated sales price for these is a minor part of the total revenue 
from contracts with customers, and the postponed revenue would have been EUR 0 .8 
million on 31 December 2017 . The EBIT impact after the related costs is even smaller .

Subsidiary Neste Jacobs’ current revenue recognition based on the percentage of 
completion method is also consistent with IFRS 15, as the revenue is already recognized 
over time .

Renewable products’ RINs (Renewable Identification Number), LCFS (Low Carbon Fuels 
Standard) credits, and BTCs (Blender’s Tax Credits) and other similar separate performance 
obligations have also been assessed, with no changes to the current revenue recognition .

IFRS 16 Leases

IFRS 16 Leases, issued in January 2016, sets out the principles for the recognition, 
measurement, presentation and disclosure of leases . The objective is to ensure that lessees 
and lessors provide relevant information in a manner that faithfully represents those transac-
tions . This information gives a basis for users of financial statements to assess the effect that 
leases have on the financial position, financial performance and cash flows of the entity . 

IFRS 16 supersedes IAS 17 Leases and IFRIC 4 Determining whether an Arrangement 
contains a Lease . The standard introduces a single lessee accounting model and requires a 
lessee to recognize assets and liabilities for all leases with a term of more than 12 months, 
unless the underlying asset is of low value . A lessee is required to recognize a right-of-use 
asset representing its right to use the underlying leased asset and a lease liability repre-
senting its obligation to make lease payments . In lessor accounting IFRS 16 substantially 
carries forward requirements in IAS 17 . 

IFRS 16 has been endorsed by EU in November 2017 and is effective for annual periods 
beginning on or after 1 January 2019 . Earlier application is permitted for entities that apply 
IFRS 15 Revenue from Contracts with Customers at or before the date of initial application 
of IFRS 16 . The Group will start applying IFRS 16 from 1 January 2019, and will apply the 
modified retrospective model . 

The Group has reviewed its leasing, service and some utility purchase contracts to 
assess the effects of IFRS 16 . Adoption will impact Neste’s financial statements and some 
key figures as most of the long-term operating leases (presented in Note 30) will be in the 
balance sheet . However, the impact is not considered significant proportional to the Group’s 
total assets .
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There are no other IFRSs or IFRIC interpretations that are not yet effective that would be 
expected to have a material impact on the Group .

Estimates and judgements requiring management estimation

The preparation of Consolidated Financial Statements in conformity with the International 
Accounting Standard requires the Group’s management to make estimates and assump-
tions which have an impact on reported assets and liabilities, the disclosure of contingent 
assets and liabilities at the dates of the consolidated financial statements, and the reported 
amounts of income and expenses during the reporting period . In addition, management 
judgement may be required in applying the accounting principles, for example, classifying 
assets as held for sale .

These estimates, assumptions and judgements are based on management’s historical 
experience and other factors, including expectations of future events that are believed to be 
reasonable under the circumstances . The actual amounts may differ significantly from the 
estimates used in the financial statements . 

The Group follows the changes in estimates, assumptions and the factors affecting them 
by using multiple internal and external sources of information . Possible changes in estimates 
and assumptions are recognized in the financial period the estimate or assumption is 
changed .

The sources of uncertainty which have been identified as most significant estimates by 
Group are presented in connection to the items considered to be affected . 

Consolidation 

Subsidiaries

The consolidated financial statements cover the parent company, Neste Corporation, and 
all those companies in which the Group has control . The Group controls an entity when the 
Group is exposed to, or has rights to, variable returns from its involvement with the entity 
and has the ability to affect those returns through its power over the entity . Subsidiaries are 
fully consolidated from the date on which control is transferred to the Group, and are no 
longer consolidated when this control ceases . 

Acquired or established subsidiaries are accounted for by using the acquisition method . 
The consideration transferred and the identifiable asset acquired and liabilities assumed in 
the acquired company are measured at the fair value at acquisition date . The consideration 
transferred includes any assets transferred by the acquirer, liabilities incurred by the acquirer 
to former owners of the acquiree and the equity interests issued by the acquirer . Any 
contingent consideration related to the business combination is measured at fair value at 
the acquisition date and it is classified as either liability or equity . Contingent consideration 
classified as liability is re-measured at its fair value at the end of each reporting period 
and the subsequent changes to fair value are recognized in profit or loss . Contingent 
consideration classified as equity is not subsequently re-measured . The consideration 

transferred does not include any transactions accounted for separately from the acquisition . 
Acquisition-related costs are expensed as incurred . 

All intra-group transactions, receivables, liabilities and unrealized margins, as well as 
distribution of profits within the Group, are eliminated in the preparation of consolidated 
financial statements .

The result for the period and items recognized in other comprehensive income are 
allocated to the equity holders of the company and non-controlling interests and presented 
in the statement of income and statement of other comprehensive income . Non-controlling 
interests are presented separately from the equity allocated to the equity holders of the 
company . Comprehensive income is allocated to the equity holders of the company and 
to non-controlling interests even in situations where the allocation would result in the 
non-controlling interests’ share being negative, unless non-controlling interests have an 
exemption not to meet obligations which exceed the non-controlling interests’ investment 
in the company .

When the Group ceases to have control any retained interest in the entity is 
re-measured to its fair value at the date when control is lost, with the change in the 
carrying amount recognized in profit or loss . The fair value is the initial carrying amount for 
the purposes of subsequently accounting for the retained interest as an associate, joint 
venture or financial asset . In addition, any amounts previously recognized in other compre-
hensive income in respect of that entity are accounted for as if the Group had directly 
disposed of the related assets or liabilities . 

Joint arrangements

A joint arrangement is an arrangement in which two or more parties have joint control . Joint 
arrangements are arrangements in which the sharing of control has been contractually 
agreed between two or more parties . Joint control exists only when decisions about the 
relevant activities require the unanimous consent of the parties sharing control . Joint 
arrangements are classified as either joint operations or joint ventures depending on the 
contractual rights and obligations of each investor, rather than the legal structure of the 
joint arrangement . The Group has assessed the nature of its joint arrangements and 
determined them to be either joint ventures or joint operations . 

Joint operation is a joint arrangement whereby the parties that have joint control of 
the arrangement have rights to the assets, and obligations for the liabilities relating to 
the arrangement . Joint venture is a joint arrangement whereby the parties that have joint 
control of the arrangement have rights to the net assets of the arrangement .

Joint ventures are accounted for using the equity method . Joint operations are 
consolidated for its share of the assets, liabilities, revenues, expenses and cash flow on a 
line-by-line basis . Under the equity method of accounting, interests in joint ventures are 
initially recognized at cost and adjusted thereafter to recognize the Group’s share of the 
post-acquisition profits or losses and movements in other comprehensive income . When 
the Group’s share of losses in a joint venture equals or exceeds its interests in the joint 
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ventures (which includes any long-term interests that, in substance, form part of the Group’s 
net investment in the joint ventures), the Group does not recognize further losses, unless it 
has incurred obligations or made payments on behalf of the joint ventures . 

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

Structured entities

The Group engages in business activities with structured entities which are designed to 
achieve a specific business purpose . A structured entity is one that has been set up so 
that voting rights or similar rights are not the dominant factor in deciding who controls the 
entity . An example is when voting rights relate only to administrative tasks and the relevant 
activities are directed by contractual arrangements . 

Structured entities are consolidated when the substance of the relationship between the 
Group and the structured entities indicate that the structured entities are controlled by the 
Group . The extent of the Group’s interests to unconsolidated structured entities will vary 
depending on the type of structured entities . Entities are not consolidated because the 
Group does not control them through voting rights, contract, funding agreements, or other 
means .

Management uses judgement when determining the accounting treatment of the struc-
tured entities . In addition to the voting rights or similar rights the management considers 
other factors such as the nature of the arrangement, contractual arrangements and level of 
influence with the structured entities .

Foreign currency translation 

(a) Presentation currency

Items included in the financial statements of each of the Group’s entities are measured 
using the currency of the primary economic environment in which the entity operates (’the 
functional currency’) . The consolidated financial statements are presented in euros, which is 
the company’s presentation currency . 

(b) Transactions in foreign currencies

Foreign currency transactions are translated into the functional currency using the exchange 
rates prevailing at the dates of the transactions or valuation where items are re-measured . 
Foreign exchange gains and losses resulting from the settlement of such transactions, and 
from the translation at year-end exchange rates of monetary assets and liabilities denomi-
nated in foreign currencies, are recognized in the income statement, except when deferred 

in other comprehensive income as qualifying cash flow hedges and qualifying net investment 
hedges .

(c) Group companies

The results and financial position of all the Group entities (none of which uses a hyperinfla-
tionary economy currency) that have a functional currency different from the presentation 
currency are translated into the presentation currency as follows:
• Assets and liabilities are translated at the closing rate quoted on the relevant balance 

sheet date; 
• Income and expenses are translated at average exchange rates (unless this average is 

not a reasonable approximation of the cumulative effect of the rates prevailing on the 
transaction dates, in which case income and expenses are translated at the dates of the 
transactions);

• All resulting exchange differences are recognized as a separate component of equity . 
On consolidation, exchange differences arising from the translation of the net investment in 
foreign entities and currency instruments designated as hedges of such investments, are 
booked to shareholders’ equity . When a foreign operation is sold, exchange differences are 
recognized in the income statement as part of the gain or loss on the sale . Goodwill and 
fair value adjustments arising on the acquisition of a foreign entity are treated as assets and 
liabilities of the entity in question and translated at the closing rate .


