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Mostotrest1 is the leading diversified
Russian infrastructure construction company
specialized in construction and renovation
of automobile and railway bridges, roads,
airfields, airports, hydro engineering facilities
and other infrastructure.
■■
■■
■■
■■
■■
■■

Leader in transport infrastructure construction market
80-year operating history, more than 7,500 projects built to date, strong
engineering school and advanced technologies
Diversified player: footprint across all segments of transport
infrastructure construction market and broad geographic coverage
Experienced management: up-to-date management skills and efficient
project management
Strong team of highly qualified engineers and skilled workers
Backlog of USD 7.7 billion2 (equivalent to 3 times 2010 revenue)
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Jointly with Engtransstroy Corporation (ETS) and Transstroymekhanisatsiya (TSM) – Mostotrest, the Company or the Group
Company data; based on the CBR exchange rate as of December 31, 2010: RUB 30.48/USD 1

2010 at a glance
2010 HIGHLIGHTS
> Strong backlog growth3
BACKLOG GROWTH OF

BACKLOG GROWTH OF

compared to the end of 2009

compared to the end of 1H 2010

+36 %

+17 %

> Significant business exposure4
MARKET SHARE INCREASE TO

+8.4 %5

of the total volume of transport infrastructure
construction market, from 7.8% in 2009

SHARE OF ETS AND TSM PROJECTS
AS PERCENTAGE OF TOTAL BACKLOG

+31 %3

or RUB 72.7 billion added incrementally
to Mostotrest backlog as at the end of 2010

> Strong financial results6
Gross profit growth of

EBITDA growth of

to RUB 11.1 billion from RUB 10.6 billion
in 2009

to RUB 9.0 billion from RUB 8.2 billion in 2009

+4%

+10%

> Solid financial position7
Negative net debt

Negative net working capital

RUB billion compared to RUB 2.3 billion at the
end of 2009

RUB billion compared to RUB 11.5 billion at the
end of 2009

13.3
3
4
5
6
7

15.2

Company data
In May – June 2010 Mostotrest acquired 50.1% equity stake in TSM and 51% equity stake in ETS
Market share based on pro forma financial statements and 2010 PMR Report
Based on pro forma financial statements
Based on consolidated financial statements

Important information

Basis of presentation

Information contained in this report concerning Open Joint
Stock Company “Mostotrest”, a company organised and
existing under the laws of Russia (the Company, and together
with its subsidiaries, Mostotrest, the Entity or the Group), is
for general information purposes only. The opinions presented
herein are based on general information gathered at the
time of writing and are subject to change without notice. The
Company relies on information obtained by it from sources
believed to be reliable but does not guarantee its accuracy or
completeness.

This report contains information on financial performance
of Open Joint Stock Company “Mostotrest” (Mostotrest)
and its subsidiaries (the Group), prepared on the basis of
unaudited pro forma consolidated financial information for
the year ended 31 December 2010 and 2009 (the pro forma
financial statements). The pro forma financial statements
have been prepared for illustrative purposes only and does
not purport to represent what the actual consolidated results
of operations or the financial position of Mostotrest would
have been had the acquisitions of Limited Liability Company
“Corporation Engtransstroy” (ETS) and Limited Liability
Company “Transstroymekhanisatsiya” (TSM) occurred on 1
January 2009. The pro forma financial statements do not
represent the actual results of the Group’s financial operations
for relevant periods. The pro forma financial statements is not
necessarily indicative of the consolidated results of operations
or financial position of the Group for any future periods. The
pro forma financial statements have been prepared on the
basis of certain assumptions, which the Group believes to be
reasonable and on the basis of available information and have
also been prepared by making various adjustments. The actual
results of financial operations may differ significantly from the
results reflected in pro forma financial statements because of
various factors.

These materials may contain “forward-looking statements”
regarding future events or results of the Company’s financial
operation. Forward-looking statements can be identified by
the use of forward looking terminology such as “expect”,
“believe”, “estimate”, “anticipate”, “intend”, “will”, “could”,
“may”, or “might”, or similar expressions or the negative
thereof, or other variations thereof. Such forward-looking
statements may include matters that are not historical facts
and statements regarding the Company’s intentions, beliefs
or current expectations concerning, among other things, the
Company’s results of operations, financial position, liquidity,
prospects, growth, strategies, and the industry in which
the Company operates. By their nature, forward-looking
statements involve risks and uncertainties, because they relate
to events and depend on circumstances that may or may not
occur in the future. The Company cautions you that forwardlooking statements are not guarantees of future operation
and that the Company’s actual results of operations, financial
position, liquidity, prospects, growth, strategies and the
development of the industry in which the Company operates
may differ materially from those described in or suggested
by the forward-looking statements contained in this report.
In addition, even if the Company’s results of operations,
financial position, liquidity, prospects, growth, strategies
and the development of the industry in which the Company
operates are consistent with the forward-looking statements
contained in this report, those results or developments may
not be indicative of results or developments in future periods.
The Company does not intend to amend these statements
to reflect events or circumstances occurring after the date
hereof or to reflect the occurrence of unanticipated events.
Many factors could cause the actual results to differ materially
from those contained in forward-looking statements of
the Company, including, among others, general economic
conditions, the competitive environment, risks associated
with operating in Russia, market change in the Russian
infrastructure construction market, as well as many other risks
specifically related to the Company and its operations. No
reliance may be placed for any purposes whatsoever on the
information contained in this report or on its completeness,
accuracy or fairness.
The information in this report is subject to verification,
completion and change. Accordingly, no representation or
warranty, express or implied, is made or given by or on
behalf of the Company or any of its shareholders, directors,
officers or employees or any other person as to the accuracy,
completeness or fairness of the information or opinions
contained in materials of this report. None of the Company or
any of its shareholders, directors, officers or any other person
accepts any liability whatsoever for any loss howsoever arising
from any use of the contents of this report or otherwise
arising in connection therewith. Materials contained in this
report do not constitute an offer or an advertisement of any
securities in any jurisdiction.
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Mostotrest has prepared this report on the basis of pro forma
financial statements for the purposes of reflecting results
of the Group’s financial operations for accounting period in
more detail. The pro forma financial statements should be
read in conjunction with the Group’s audited consolidated
financial statements, prepared in accordance with IFRS for the
year ended 31 December 2010 (the consolidated financial
statements). This report contains some of the information
provided in consolidated financial statements.
Results of the financial operations contained in pro forma
financial statements may not correspond to consolidated
financial statements and can not describe future results,
because ETS and TSM were not under general control or
management before 28 June and 13 May 2010, respectively.
Except as otherwise provided in this report, all statistical
information relating to the infrastructure construction market
contained in this report has been reproduced from reports
prepared by PMR dated 13 September 2010 and 7 April
2011 (the Reports). PMR has given and not withdrawn its
consent to the inclusion of information from the Reports in
this report. Information from the Reports has been included
in the following sections of this report: Chairman of the Board
Statement, CEO Statement, Company Overview and Market
Overview.

Certain defined terms
Adjusted net income is defined as “profit from continuing
operations” plus “dividends” reported in ETS’s and TSM’s
statements of comprehensive income, “non-controlling
interest” and “depreciation and amortisation” recorded
as consolidation adjustments
Amount of works performed using own in-house
capabilities is the total revenue from construction
contracts less cost of services of subcontractors
Average tender size is calculated on the basis of the
total cost and number of tenders published by the
Federal Highway Agency (Rosavtodor)
Backlog – the relevant entity’s backlog represents
management’s estimate of the contract value of its
projects that remains to be completed as at a particular
date, excluding VAT. Backlog is not a measure defined by
IFRS or RAS
EBITDA is defined as net profit from continuing
operations net of income tax, net finance costs,
depriciation and amortisation. EBITDA is not defined by,
or presented in accordance with, IFRS or RAS. EBITDA
is presented as a supplemental measure of the entity’s
operating performance. EBITDA has limitations as an
analytical tool, and investors should not consider it in
isolation, or as a substitute for analysis of the entity’s
operating results as reported under IFRS
Federal agencies include Agencies of the Russian
Ministry of Transportation
FTP means the Federal Target Program “Development of
Russia’s Transport System”, 2010–2015

PMR means PMR Ltd. sp. zo.o., an independent industry
consultant which provides market information advisory
services in respect of central and eastern European
countries and other emerging markets
Public–private partnership (PPP) describes a government
service or private business venture which is funded and
operated through a partnership of government and one
or more private companies with the aim of carrying out
long-term investment projects under mutually agreed
conditions
RAS means Russian Accounting Standards
Regional governments include local governments such
as Moscow city government and local authorities,
Department of transportation and road facilities of
Vladimir region, etc.
Share of works performed using own in-house
capabilities is calculated as the amount of works
performed by own in-house capabilities divided by total
revenue from construction contracts
State corporations are State-owned and State-funded
corporations (mainly Russian Highways and Russian
Railways OJSC in the report)
VAT means value added tax
Weighted-average effective interest rate as at the
reporting date is determined as annual interest
expense on loans and borrowings outstanding as at the
reporting date divided by the total amount of loans and
borrowings outstanding as at that date.

Gross margin is gross profit divided by revenue
Gross profit is calculated by subtracting cost of sales
from revenue
IFRS means International Financial Reporting Standards
Market share – total share of Mostotrest, ETS and TSM
calculated as volume of works performed using own
in-house capabilities in 2010 divided by total transport
infrastructure market according to PMR Report excluding
maintenance and rehabilitation
Municipalities include Administrations, Department for
motorways and arrangement of motorway traffic in
cities
Net cash volume is the negative value of net debt
Net debt is defined as the difference between the
total amount of short-term and long-term loans and
borrowings and cash and cash equivalents
Net working capital is defined as the difference
between current operating assets (net of cash and
cash equivalents, income tax receivable and other
investments) and current operating non-interest bearing
liabilities (net of loans and borrowings, provisions,
deferred income and income tax liabilities)
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CHAIRMAN
OF THE BOARD STATEMENT
−− Broadened our geographic presence
−− Successfully completed an international IPO,
becoming the first public company within the Russian
transport infrastructure construction market.
The key driving force behind our success is our industryleading team of highly skilled engineers and talented
managers, which has been working relentlessly to
implement the Company’s growth strategy.

Georgy Koryashkin
Chairman of the Board of Directors
Non-executive Director
Dear Shareholders,
Last year was marked by the recovery of the Russian
economy following the global financial crisis. In 2010
Russia posted GDP growth of 4%8. The infrastructure
construction market demonstrated stable results in
2010 despite the lingering effects of the crisis.
I am pleased to report that Mostotrest was able to
seize the opportunities presented by the positive
economic trends and fully unlock the ensuing operating
benefits for the Company. In 2010, we:

Mostotrest has been successful in translating
operating achievements into tangible financial results.
In the year under review, we delivered a 10% increase
in EBITDA, achieved an EBITDA margin of 12%11 and
ended the year with a cash position in excess of RUB
20.0 billion12, paving the way for further acceleration
of our development in 2011, which, in my opinion, is
poised to become the first truly post-crisis year for the
transport infrastructure sector.

−− Solidified our market position and ramped up our
backlog
−− Delivered excellent financial results
−− Significantly strengthened our general contractor
capability

During my three terms on the Board, I have witnessed
a progressive rollout of the Company’s new business
model, which has proved to be largely reflective of
the market trends Mostotrest predicted when our
new business model was presented. A key driver

8
9
10
11
12
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In 2010, we increased our market share to 8.4%9 and
ramped up our project backlog by 36% to RUB 235.0
billion10. Among other highlights, we pioneered the use
of public-private partnerships (PPPs) in road
infrastructure development in modern Russia signing
a contract to build the 15–58 km section of the
Moscow – Saint Petersburg Tollway. The project’s lead
operator is the French company Vinci, the world’s
leading integrated concession and construction group,
in association with Russian partners. Mostotrest won
this major tender exclusively on the back of its unique
combination of competences, including its proven track
record in general contracting, its advanced technology
base, its strong engineering and technical capabilities
and its integrated project management system.

About results of social-economic development of Russian Federation in 2010 (February 2011, www.economy.gov.ru)
Market share is calculated based on pro forma financial statements and PMR Report dated 7 April 2011
Company data (net of VAT)
According to pro forma financial statements
According to consolidated financial statements
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of change has been the persistent trend within the
market toward project bunching plus the growing
complexity of infrastructure projects that calls for
broader contractor competences. Anticipating the
trend, Mostotrest placed what would later prove to
be a winning bet on the development of its general
contractor capability, diversifying its service offering
and expanding into related market segments, including
railroad, airport, port and hydro infrastructure
construction.
Adhering to its strategy, Mostotrest acquired
controlling stakes in ETS and TSM in 2Q 2010. Their
assets have significantly strengthened our market
position. In addition, the acquisitions have broadened
our geographic presence and Mostotrest now has
a footprint across all Russian regions with significant
transport infrastructure project pipelines.
A sound strategy has driven the rapid transformation
of Mostotrest from a niche subcontractor into
a leading diversified national player. The Company’s
integrated business platform underpins our
competitive edge in bidding for projects requiring
strong managerial and technical expertise jointly
across several transport infrastructure segments.
The successful listing of Mostotrest on the Russian
stock exchanges, the first ever IPO of a domestic
Russian infrastructure player, was a milestone event
in 2010. Mostotrest offered foreign investors an
opportunity to participate in an emerging non-resource
sector of the Russian economy with long-term growth
potential. The USD 405 million transaction generated
strong investor demand and raised approximately
USD 212 million for the Company. The IPO has
delivered new competitive advantages to Mostotrest,
providing access to capital markets on more favorable
terms and boosting customer and creditor trust.
Importantly, Mostotrest attracted a high-quality
shareholder base of mainly long-term Russian and
international investors confident about the prospects
for the Russian infrastructure sector. We intend to
pursue our dialogue with the investment community,
delivering strong operating and financial results
and thereby further proving ourselves as a sound
investment choice.
Our role as the pioneering public company in the
sector brings with it significant responsibilities. We
are fully aware of our new responsibilities and have
made considerable efforts to improve our corporate

OJSC MOSTOTREST

In 2010, we increased our
market share to 8.4% and
ramped up our project backlog
by 36% to RUB 235.0 billion
governance structure in 2010. We increased the
number of directors on the Board from 9 to 11,
including appointing an independent director for the
first time. The additional independent director was
elected to the Board in 2011. The measures aim
to improve transparency and independence of the
decision-making process. In addition, the Board set up
an Audit Committee to improve the effectiveness and
efficiency of our internal control procedures. We will
continue developing our corporate governance system
throughout 2011 and I intend to oversee this process
as a special priority.
In connection with the IPO, the Company adopted
a dividend policy and intends to pay dividends in
accordance with the adopted policy. On the back of
our strong 2010 operating and financial results we
recommended to the General Shareholders’ Meeting an
increase in the dividend of 6% compared with 2009, to
49% of IFRS net profit or RUB 845.2 billion.
Today, Mostotrest is a leading Russian player in
the transport infrastructure construction market.
Our future development will be driven by Russia’s
macroeconomic growth and large-scale national and
international projects. A favorable market environment
and strong industry fundamentals, combined with
Mostotrest’s leading market position and solid financial
standing paves the way for further consolidation of
the Company’s leadership in transport infrastructure
construction.
On behalf of the Board of Directors I would like to
thank all Mostotrest employees for their integrity and
commitment. Your knowledge and diligence were at the
core of our ability to achieve excellent results in 2010.
I would also like to thank all of the Board members
for their professionalism and constructive input, which
contributed to our success. And, finally, I would like to
thank our shareholders for the trust they have placed in
our Company, as well as our contractors and partners
for their fruitful and mutually beneficial cooperation. I
am confident that 2011 will be an equally successful
year for Mostotrest.
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CEO STATEMENT
Speaking of our 2010 results, I am pleased to note that
our strategic objectives are underpinned by strong business growth. In 2010 Mostotrest produced the following
financial results:

Vladimir Vlasov
Chief Executive Officer
Executive Director

Dear Shareholders, Partners and Colleagues,
I would like to begin by congratulating all our employees on the 80th Anniversary of Mostotrest, which we
celebrated in 2010. We highly appreciate the professionalism and commitment of our people who build bridges,
roads and traffic interchanges day in, day out, regardless of the climate conditions or weather. In our 80 year
history, we have completed more than 7,500 projects,
many of which were recognized as landmarks, technically and architecturally, not only in Russia but also in
the outside world.
The Russian infrastructure construction market held up
well in the post-crisis recovery period with the market valued at RUB 591.9 billion in 2010 compared to
RUB 594.4 billion in 2009. Importantly, even in 2009
the market not only resisted contraction but actually
managed to grow slightly. The industry performance
over the last two years has been reflective of continued
government support and the priority status of federal
infrastructure projects.
13 According to consolidated financial statements
14 Company data (net of VAT)
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−− Significant revenue growth in Mostotrest’s priority business segments. The Group achieved a very
strong trading performance with revenue up by 15%
in bridge and road construction, 43% in railways and
114% in airports compared to the results in 2009
−− Headline revenue dipped slightly by 5% to RUB 74.9
billion as a number of projects were carried over into
2011
−− Gross profit grew by 4% from RUB 10.6 billion in
2009 to RUB 11.1 billion in 2010 driven by a 7% decrease in cost of sales, the result of reduced expenses
for subcontractor services and materials. Gross profit
margins increased from 13.4% to 14.8%
−− EBITDA grew by 10% to RUB 9.0 billion, with the
margin increasing from 10% to 12% - driven by
growth in gross profit and a reduction in administrative expenses
−− Net cash volume stood at RUB 13.3 billion13 at year
end 2010– this figure was 6 times higher than the
figure at year end 2009.
The complexity and scale of modern transport infrastructure projects have shaped the new market reality, which
demands major integrated construction players with
combined strong general contractor and construction
capabilities, and a strong track record of execution.
Significantly bigger tenders and tighter legal requirements for tender security to be provided by bidders put
major diversified players with a strong credit history into
a pole position.
The tighter requirements imposed on market participants enable us to reaffirm our industry leadership. Capitalizing on our developed general contractor capability,
our scale and strong relationships with leading banks,
we participated in most of the large tenders in 2010,
winning many of them. Specifically, we won tenders for
two milestone Russian infrastructure projects during
the year, including the RUB 41.0 billion14 contract for the
construction of the 15–51 km section of the Moscow –
Saint Petersburg Tollway and the RUB 50.3 billion14
contract for the Stages 2 and 3 of the Kurortny Avenue

на полосы
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New market reality demands major integrated construction
players with combined strong general contractor and
construction capabilities, and a strong track record of execution
Relief Road in Sochi. In 2010, our backlog posted
a 36% growth year-on-year and a 17% growth in the
2nd half of 2010, totaling RUB 235.0 billion15.
We laid the foundation for the success of our business three years ago, initiating the transformation of
Mostotrest from a local bridge-building company into
a diversified nationwide player. As part of our strategy
to become a leading diversified Russian infrastructure
developer, we acquired controlling stakes in ETS and
TSM, and successfully integrated the two companies in
2010. On the synergy side of things, the consolidated
Company has been winning the biggest tenders, with
professionals from all three companies teaming up to
implement awarded projects.
We have been working relentlessly to improve operating efficiency in order to help drive Mostotrest’s future
development and growth. In 2010, we implemented
Project Spider, an integrated project management
software system designed to optimize the production
process through employee, resource and subcontractorrelated cost reductions. In addition, a number of other
new advanced IT solutions, including SAP BusinessObjects and Infor EAM, were implemented in 2010. These
products are designed to accelerate data exchange
between business units and streamline key resource
management in order to reduce operating costs and
improve fixed asset utilization and the return on assets.
Years of rapid development and growth have transformed Mostotrest into a modern technology-driven
construction company offering Russia’s most talented
engineers an opportunity to apply their knowledge and
skills in practice. Eighty years of operations have led to
the rise of in-house engineering “dynasties”, transferring their skills and know-how from one generation to
the next. In 2010, Mostotrest continued building its
unique engineering expertise by developing the existing
workforce and hiring the best engineers and specialist
university graduates.
A memorable 2010 milestone, heralding a new beginning for Mostotrest, was our IPO, which transformed us

into a public company. Fully aware of the responsibilities
that would result from the IPO, we spent several years
preparing ourselves for the process. The subsequent
success of the transaction was an acknowledgement of
the inherent opportunities that the Russian transport
infrastructure sector offers to international investors.
We are delighted to have become the first public participant in the Russian transport infrastructure sector
and intend to maintain an active dialogue with both the
Russian and international investment communities alike.
As we enter 2011, we are confident about the longterm growth prospects for our business. In terms
of road infrastructure development, Russia still lags
significantly behind international standards. Recognizing
the fact that substandard infrastructure may negatively
affect economic growth, the government has been addressing the issue by channeling significant funding into
the sector. The Russian Transport Infrastructure Development Program is one of the most ambitious programs
of its kind in the world and is expected to be financed
on the back of strong economic recovery and global
demand for Russian commodities. Importantly, private
investors have been signaling their interest in the sector
and the share of private investments, which already
represents 40%16 of the market volume, is poised to
increase with the further development of PPPs. All landmark national projects in recent years, including Sochi
2014 Olympics, APEC 2012 Summit in Vladivostok, 2013
Universiade in Kazan, and World Cup 2018, envision significant investments in transport infrastructure development. Such projects are a matter of prestige for Russia,
calling for the highest standards of execution.
The federal government has announced its plans to step
up significantly investment in transport infrastructure
development in 2011. In addition, the Moscow City
budget anticipates more than a threefold increase in
infrastructure investments in 2011.
The plans announced instill confidence with regard to
incremental growth in industry investments. Against
this backdrop, Mostotrest is well positioned to translate
overall market growth into stronger operating results.

15 Company data (net of VAT)
16 According to PMR Reports (including investments of Russian Railways)
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THE PICTURESQUE
CABLE BRIDGE
MOSCOW
BIGGEST cable bridge in Russia to date
UNIQUE design of arched of suspension towers

Challenge: STRONG WINDS
Solution:	Complex arched suspension towers without
temporary footings

PROJECT COMPLETED IN 2009

Challenge:	CONSTRUCTION OF 800-TON OBSERVATION DECK
AT 55 M ALTITUDE
Solution: Unique lifting operation using heavy-duty plies

Annual report
MOSTOTREST

1

COMPANY
OVERVIEW
Company History
Our Key Advantages
Corporate Structure
Shareholder Structure
Strategy

CREATING
OPPORTUNITIES

1

CREATING
OPPORTUNITIES

Company overview

COMPANY OVERVIEW
Mostotrest OJSC is the largest diversified transport
infrastructure construction company in Russia.
The company operates across the key transport
infrastructure sectors of road, rail, airfields, airports
and ports.

The Company employs nearly 18,80018 professional
managers, engineers, specialists and workers,
comprising the best team in the industry. We have our
own production facilities near the largest projects,
enabling us to be flexible when implementing them.

Together with its subsidiaries Engtransstroy Corporation
(ETS) and Transstroymekhanisatsiya (TSM), the Company
has a 8.4%17 share of the transport infrastructure
construction market.

№1 in the transport
infrastructure market

With a history stretching back 80 years and more than
7,500 infrastructure projects carried out Mostotrest is
one of the most experienced companies in the industry.
Today we are involved in building some of the largest
infrastructure facilities in Russia, such as transport
facilities for the 2014 Winter Olympic Games in Sochi,
a section of the Moscow Fourth Ring Road, and facilities
for M-4 “Don”, M-7 “Volga” and M-10 “Russia” federal
highways.

Mostotrest’s key partner remains the Russian Federal
state in the form of executive bodies, regional
administrations and state companies. However, our
share of the private sector market is growing rapidly,
as increasing numbers of infrastructure projects attract
private financing. At the close of 2010, private sector
projects represented 21%19 of our backlog.

Company History
Corporate
events

1930–1992

1993–2010

Founded as 100% State-owned Organization for the
construction of extra-large bridges “Mostotrest” in
1930 and was the only bridge construction company
in the USSR until 1941

1993 – 2000 was the period of relatively low
transport infrastructure expenditure exacerbating
current need for increased spending

In 1945, became part of Glavmosstroy, an entity then
controlled by the USSR Transport Ministry
Became a part of the Ministry for Transport
Construction in 1954
Privatised and began to operate as an Open Joint
Stock Company in 1992

Projects

In 2007, Marc O’Polo Investments Ltd. company
became the majority shareholder of Mostotrest
with 50.3% ownership
In 2010 Mostotrest acquired:
−−51% equity stake in ETS
−−50.1% equity stake in TSM
−−25.002% equity stake in Mostostroy-11

Constructed over 6,000 bridges with a total length of
over 600 km

Participated in key Russian transport infrastructure
projects

Key landmark projects:
−−Bridge over Kostroma River in Kostroma (1985)
−−Bridge over Volga River in Nizhny Novgorod (1965)
−−Sartakovsky railway bridge in Nizhny Novgorod
(1961)
−−Luzhniki subway bridge in Moscow (1958)

Key landmark projects:
−−Bridge over Angara River in Irkutsk (2009)
−−Bridge in Serebriany Bor (2007)
−−Monorail transport system in Moscow (2004)
−−Yaroslavskaya interchange in Moscow (1998)

Source: Company data
17 Market share is calculated based on 2010 pro forma financial statements and PMR Report
18 Average annual employees number according to management accounts
19 Company data
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Our Key Advantages
1> Presence in all of the key
segments of the transport
infrastructure construction market,
broad geographic coverage

REVENUE BY MARKET SEGMENT IN 2010

Railway infrastructure
facilities
3%

ROADS AND BRIDGES
63% of revenue in 2010

Airfields and airports

9%
18%

We operate in the core segments of the transport
infrastructure construction market. Mostotrest’s
comprehensive expertise allows it to participate in the
largest integrated projects and ensures that they are
completed successfully.

Bridges and highways

2%

4%

63%

Other infrastructure facilities
Other facilities
Other revenue

Source: Pro forma financial statements

Years of experience, our own production capacity and patented
technology, equips us to construct facilities that involve diverse concepts
and technologies. Mostotrest’s leadership in such a technically complex
segment of the construction industry as the construction of bridges
together with the professionalism of its engineering and technical experts,
are the key components for successfully implementing the most ambitious
infrastructure projects in the country.

> Growth of revenue by 15% in construction
of bridges and roads
RAILWAY
INFRASTRUCTURE
FACILITIES
18% of revenue in 2010

Our qualifications and production resources enable us to participate in
projects to construct and rehabilitate railway tracks, bridges, overpasses
and tunnels across Russia. Mostotrest is currently involved in a variety of
technically complex projects, such as the construction of the Adler – AlpikaServiсe Combined (rail and motor-vehicle) Highway, which has been
specially designed for an area where seismic activity is high.

> Growth of revenue by 43% in construction of railway
infrastructure facilities
AIRFIELDS
AND AIRPORTS
9% of revenue in 2010

OTHER INFRASTRUCTURE
FACILITIES
4% of revenue in 2010

We are the leader in the airport infrastructure construction market. Our
backlog includes projects to renovate, modernise and expand the country’s
largest airports, including in Moscow, Vladivostok and Sochi.

> Growth of revenue by 114% in construction
of airfields and airports
In 2010 Mostotrest expanded its operations into the water infrastructure
sector, implementing projects to build water infrastructure facilities. Today
we possess unique expertise in building port infrastructure and hydro
engineering facilities, as well as renovation of sea channels.
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1

2> PRESENCE IN ALL
PROMISING RUSSIAN REGIONS
Footprint in all Russian regions with strong potential infrastructure
investment upside

Saint Petersburg Ring Road Section
Ust-Luga Port

Moscow – Saint Petersburg Tollway Section

Saint Petersburg
Moscow Fourth Ring Road Section

Pskov

Vnukovo Airport

Vologda
Dmitrov

Extension of subway line
in N. Novgorod

Yaroslavl
Moscow
Kolomna

M-1
Serpukhov
“Belarus”
Tula
Highway
Section
Ryazan
Voronezh
Tambov

Nizhniy Novgorod

New Urengoy
Khanty-Mansiysk

Cheboksary
Kazan

Rostov-on-Don
Krasnodar

Yekaterinburg
Ufa

Volgograd

Sochi

Chelyabinsk

Tyumen

M-5 “Ural” Highway Section

Olympic Construction in Sochi
Adler – Alpika-Service Combined Highway
Kurortny Avenue Relief Road
Alpika-Service – Roza Khutor Highway
M-27 Dzhubga – Sochi Highway
Sochi Airport (Adler)
Sochi Port
Mostotrest Regional Branches
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Krasnoyarsk

In cities with >1 million population

With >1 million population

Regions
With population density of >40 per 1 km2

In cities with <1 million population

With <1 million population

With population density of <40 per 1 km2

Cities
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Vladivostok
Vladivostok
– Nakhodka
– Nakhodka
– Vostochny
– Vostochny
Port Port
Highway
Highway
Sanatornaya
Sanatornaya
Station
Station
– Golden
– Golden
HornHorn
Bay Bridge
Bay Bridge
Section
Section
– Lugokan
– Lugokan
Naryn
Naryn
Railway
Railway
Section
Section

Vladivostok
Vladivostok
Airport
Airport

Irkutsk
Irkutsk

Vladivostok
Vladivostok
Source: Company data
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Company overview

3> Technical expertise, in-house
technology and production facilities

4> Efficient management and
experienced engineers

Mostotrest possesses the unique technical expertise
needed to evaluate and implement infrastructure
projects effectively. We invest in production facilities,
new developments and innovative technology to ensure
that construction work is carried out as quickly and
efficiently as possible.

Our employees are our key asset. This substantial
engineering and management resource allows the
Company to carry out complex projects successfully.
Adherence to the highest standards of quality, the
extensive industry experience of the Company’s experts,
the use of a comprehensive project management
system and a centralised procurement system allow
us to efficiently manage the construction process,
disburse funds, and optimise production and purchasing
procedures. This ensures that projects are completed on
time and within budget.

Over 60 registered scientific
patents

Corporate Structure
Mostotrest
51%

Engtransstroy Corporation LLC

50.1%

Transstroymekhanisatsiya LLC

25.002%

Mostostroy-11 OJSC

The Company’s asset structure ensures that its services
are diversified and its geographic coverage is broad.
Alongside the Company itself and 14 affiliates, the
Mostotrest group includes Engtransstroy Corporation
LLC, Transstroymekhanisatsiya LLC and Mostostroy-11
OJSC20. Below is a description of the key assets.

14 affiliates in Moscow, Moscow Region, Nizhny
Novgorod, Yaroslavl, Rostov-on-Don, Ryazan, Tula,
Cheboksary, Kirov, and Voronezh
Source: Company data
Asset

AREA OF EXPERTISE

KEY CURRENT PROJECTS

Mostotrest

Construction and renovation of:
−−bridges, roads and complex traffic
interchanges and overpasses
−−railway infrastructure facilities

Construction of the Kurortny Avenue
Relief Road in Sochi, a section of the
Moscow Fourth Ring Road, and a section
of the Moscow – Saint Petersburg Tollway

Most of the work is carried out using
in-house resources

Transstroymekhanisatsiya
(TSM)

Construction and renovation of:
−−bridges and roads
−−airfields and airports
−−railway infrastructure facilities
−−hydro engineering facilities

Renovation of the airports at Sochi and
Vladivostok, and construction of the
Alpika-Service – Roza Khutor Highway

Most of the work is carried out using
in-house resources

Engtransstroy
Corporation (ETS)

Project management, and development
and turn-key implementation of complex
transport infrastructure facilities
Transfer of all work by contract to
subcontractors

20 Mostostroy-11 OJSC is an associated company accounted for on the equity method
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Construction of the Naryn – Lugokan
Railway and the Saint Petersburg Ring
Road, and the renovation of the M–1
“Belarus” Highway

на полосы
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Shareholder Structure
In December 2010 the Company was the first in the
infrastructure construction industry to launch an
international IPO on Russian trading platforms. The
ordinary shares are traded on the RTS and MICEX
exchanges and are included on the “B” list. The charter
capital of Mostotrest OJSC consists of 282,215,500
ordinary shares with a nominal value of 0.14 rubles each.
Marc O’Polo Investments Ltd is a holding company whose
beneficiaries are senior managers of the N-Trans Group
(N-Trans Group is the largest private transportation company
in Russia, CIS and the Baltic states): Konstantin Nikolayev,
Nikita Mishin, Andrei Filatov (31.55% in equal shares) and
Arkady Rotenberg (68.45%). NPF Blagosostoyanie is a pension
fund connected with Russian Railways OJSC.

MOSTOTREST SHAREHOLDER STRUCTURE
AS AT DECEMBER 31, 2010
Marc O’Polo
NPF Blagosostoyanie
34.6%

Free float
38.9%

26.5%

Source: Company data

Strategy
Pursuing both organic development and M&A activity,
in the past few years Mostotrest has evolved from
a regional bridge-building operator into a diversified
nationwide general contractor with leading positions
not only in bridge construction but also in the broader
transport infrastructure construction market.
Mostotrest has developed a large-scale integrated
business platform encompassing competences in all
segments of transport infrastructure construction.

A combination of market leadership, a track record of
successful execution of complex milestone projects
and a nationwide presence creates strong competitive
advantages to support continuous growth going forward.
In 2011, Mostotrest will:
−− Seek to consolidate its leadership in the transport
infrastructure construction market
−− Continue to develop a vertically integrated structure,
by expanding into associated segments.

2011 MARKET

Market share growth
Development of new infrastructure construction
segments
Entry into associated business segments

Expected significant increase in budget financing of transport
infrastructure development, in accordance with FTP
A rebound to pre-crisis financing levels in the City of Moscow,
with more than a 3× like-for-like increase in investments in
transport infrastructure development from RUB 43.1 billion21 in
2010 to RUB 131.0 billion22 in 2011
Kick-off for new PPP projects (M-1 “Belarus” Highway, Moscow
– Saint Petersburg Tollway)
Growing average industry tender size
Comprehensive projects requiring
−−Expertise in various segments of core business
−−Expertise in associated segments: road maintenance and
rehabilitation services

2011 mostotrest
Ideally positioned to win new contracts:
−−80-year track record, advanced
technologies
−−Strong cash position to support dynamic
growth in 2011
−−Market leadership
Development of new competencies
organically (in partnerships) or through
acquisitions
Development of a vertically integrated
structure:
−−Participation in more comprehensive
projects
−−Stronger competitive advantages

21 Moscow City 2010 Budget Utilization Report (VAT inclusive)
22 Moscow City Law 53, dated December 8, 2010, On Moscow City Budget (VAT inclusive)
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EASTERN SIBERIA —
PACIFIC OCEAN PIPELINE
FAR EAST OF RUSSIA
Key pipeline for development of West and East Siberian oilfields

Challenge: TIGHT COMPLETION DEADLINE
Solution:	Use of advanced building technologies and specialized
machinery to accelerate construction of service flyover
providing access to terminal construction site

PROJECT COMPLETED IN 2009

Challenge: HOSTILE SEAS
Solution:	Purchase of unique jack-up offshore platform to
support operations in up to Force 3 sea conditions

Annual report
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MARKET OVERVIEW
Russian Transport Infrastructure
Market: History of Development
The Russian transport infrastructure construction
market historically has been underfinanced. As a result,
the capacity and quality of the country’s transport
infrastructure remains poor, costing the Russian
economy it is estimated over RUB 1.3 trillion or 3% of
GDP annually, according to the Research and Design
Institute for Regional Development and Transportation.

Poor capacity and quality
of the country’s transport
infrastructure costing the
Russian economy it is estimated over RUB 1.3 trillion
or 3% of GDP annually
Indeed, the number of transport vehicles in Russia more
than doubled in 1995–2009, while the total length of
hard-surfaced roads increased by a mere 3%23. In 2009,
Russia had only 6.6 km of roads per 1,000 inhabitants,
compared to 21.0 km and 9.6 km in the US and Brazil,
respectively. Compared to most Western countries,
Russia’s highway network remains significantly
underdeveloped.
More than 59% of railroads and 35% of roads in
Russia require rehabilitation and upgrade. The existing
quality and availability of transport infrastructure are
insufficient to support the country’s economic growth.
Acknowledging the situation, the Russian government
made development of transport infrastructure its
priority. Following a period of chronic under-financing
in the 1990s, transport infrastructure is currently
a booming sector of the Russian construction market.
Road, bridge, railroad, airport, port and shoreline

23 According to Rosstat
24 Company’s calculations based on PMR Reports and Rosstat data
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infrastructure construction and rehabilitation accounted
for approximately 14%24 of RUB 4,206.1 billion in total
construction investments in Russia in 2010 according to
Rosstat.
The Federal Target Program (FTP) “Russian
Transportation System Modernization in 2002–2009”
was successfully completed in 2009. Projects and ideas
initiated as part of the program were endorsed in the
new FTP for the period 2010–2015, adopted by the
Russian government in 2008. Implementation of the
new FTP as part of the Transportation Strategy of the
Russian Federation is currently underway.
The total volume of investments in transport
infrastructure in Russia almost doubled in 2005–2010.
During this period, the sector grew by an average
14% annually. The government’s focus on transport
infrastructure development made the sector relatively
resilient to crisis. Indeed, the transport infrastructure
construction sector not only remained unaffected by the
crisis but also posted growth of 5% in 2009, compared
to an 11% fall in housing construction volumes.

RUSSIAN TRANSPORT INFRASTRUCTURE
CONSTRUCTION MARKET
2005—2010, RUB billion
600

566.5

500
400
300

594.4

591.9

447.0
316.6

355.3

200
100
0

2005 2006 2007 2008 2009 2010

Source: PMR Reports, RF Transport Ministry, FTP «Russian
Transportation System Modernization in 2002—2009»
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Market Structure
RUSSIAN TRANSPORT INFRASTRUCTURE
CONSTRUCTION MARKET STRUCTURE IN 2010
RUB billion, %
32.5
5%

Roads and bridges
Railways
26.7
5%

202.6
34%

330.1
56%

Ports and other
infrastructure
Airports and airfields

Source: PMR Reports, RF Transport Ministry, FTP

Roads and Bridges
Roads and bridges are key components of transport
infrastructure in Russia. They accounted for
approximately 56% of the transport infrastructure
construction market volume in 2010. The government
placed a strong focus on the construction and
renovation of the federal highway network which
comprises of 24 key federal highways with the total
length of 28,000 km, or 56%25 of the total length of
all federal roads. With a mere 10%26 share of the total
Russian road network, federal highways benefited from
32% of all investments into road development in 2010.
The biggest budget allocations for road construction
and renovation were made in the cities of Moscow and
Saint Petersburg.
2010 saw the completion of Amur Federal Highway
(Chita-Khabarovsk), the commissioning of sections
of M-4 “Don”, M-5 “Ural”, M-7 “Volga” and M-56
“Kolyma” highways, as well as the opening of the Saint
Petersburg Ring Road to through traffic. In addition,
the renovated section of the M-4 “Don” Highway was
commissioned as part of the toll Highway development
program.

Railroads
Historically, railways have been the key carrier of
passengers and freight in Russia (the share of railways
in the country’s total freight turnover in 2010 was 42%,
or 85% excluding pipelines according to Rosstat). The
Russian railway network ranks 3rd globally, after the US
(240,000 km) and China (86,000 km). Growing freight
volumes and stronger demand for railway transportation
services require further development of Russia’s railway
system and so drive investment in the construction of
railway infrastructure.

Railways have been the key
carrier of passengers and
freight in Russia
Railway construction accounted for 34% of all transport
infrastructure investments in 2010, a 78% increase
in financing volumes year-on-year. More than 80%27
of investments in railway infrastructure in 2010 were
made by Russian Railways.
A milestone event of 2010 was commissioning of the
Saint Petersburg – Helsinki High-speed Railroad, the
first ever high-speed project linking Russia with the
European Union.

25 Company’s calculations based on PMR Reports and Rosstat data
26 According to Rosstat
27 Company’s calculations based on PMR Report
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ROADS
AND BRIDGES
AUTOMOBILE ROADS AND BRIDGES
REPRESENT 56% OF THE TRANSPORT
INFRASTRUCTURE CONSTRUCTION
MARKET
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MILESTONE PROJECTS 2010—2015

IN THE PAST 15 YEARS, THE NUMBER
OF CARS IN RUSSIA HAS MORE THAN
DOUBLED, BUT THE ROAD NETWORK
HAS EXPANDED BY JUST 3%

Milestone Projects within the FTP,
2010–2015
Construction
period

RUB billion (net of VAT)

Contract value

Moscow – Saint Petersburg
Tollway

2010–2015

267.4

Central Ring Road
(Moscow region)

2011–2015

131.3

M-4 "Don" Highway

2010–2015

119.1

M-1 "Belarus" Highway

2010–2015

69.7

M-3 "Ukraine" Highway

2010–2015

34.9
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Airports
Russian airport infrastructure does not meet the
existing international standards in terms of the scale of
airports, terminal and runway capacity, and the total
number of airports in the country. Only 62%28 of
airports have paved runways, the remainder have dirt
runways and of the paved runways 46% require urgent
renovation.

Most passengers and
freight departs from one of
Russia’s 10 key international airports, including three
airports in Moscow and one
in Saint Petersburg, which
service approximately 75%
of all passenger air traffic in
the country
In 2010, airfreight was the fastest expanding
segment of the transportation market Investment
in air infrastructure accounted for 5% of the total
investment into transport infrastructure development,
a 44% increase year-on-year. In 2010, Russian air
carriers transported 56.9 million passengers28, with the
total passenger turnover of 146.9 billion passengerkilometers28, an increase of 26%28 and 31%28
year-on-year, respectively.
2010 saw commissioning of renovated and new runways
at Domodedovo, Sheremetyevo and Vnukovo airports in
Moscow, as well as at the airports of Sochi and Samara.

CREATING
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Seaport and Inland Waterway
Infrastructure
Seaports play a key role in Russia’s export/import
freight transportation chain. However, the average age
of the infrastructure at major Russian ports is nearing
30 years, at a time when ports are operating at close to
full capacity. The lack of deepwater berths in most
seaports and long access canals separating them from
the sea are strong limiting factors to any upturn in sea
freight turnover.

Russia’s ten biggest ports
service 80% of the country’s
total maritime freight
Most seaports are concentrated in the Northwestern
basin, in the area of Saint Petersburg, where 43%28 of
all Russian freight was transshipped in 2010. Russia’s
ten biggest ports service 80% of the country’s total
maritime freight.
The state of the Russian and global economies,
availability and condition of transport infrastructure,
fleet and port capacity, as well as efficiency of
investment arrangements and allocations were the
determining factors for the sea and inland waterway
development in 2010.
In 2010, sea and inland waterway freight companies
continued to suffer from the consequences of the
global financial crisis, albeit to a significantly lesser
degree than in 2009. Despite growth across a number
of indicators, volumes did not fully rebound to precrisis 2008 levels. Inland waterway players were hit
particularly hard by the crisis.
Key 2010 projects in the segment included, among
others, construction of a passenger terminal on
Vasilyevsky Island in Saint Petersburg, development
of aquatic areas in the Ust-Luga Port, construction
of government-owned infrastructure at the Olya,
Temryuk and Vysotsk ports, and seaport infrastructure
development in Sochi.

28 According to Ministry of Transport of Russia
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Sources of Investments
Russian transport infrastructure is financed by both public
and private sources, including public-private partnerships
(PPPs), with the federal budget remaining the key source
of investments.

Government Investments
The government finances transport infrastructure
through the relevant ministries and government agencies,
including Rosavtodor (Russian Highways), Roszheldor
(Russian Railways), Rosaviatsiya (Russian Aviation) and
Rosmorrechflot (Russian Maritime and Inland Waterway
Fleet), which pursue infrastructure projects in their
respective segments of the Russian transportation
system. In addition, some projects are financed through
the Ministry for Regional Development, responsible
for strategically important projects. At the same time,
the government has set up dedicated state entities
overseeing specific federal projects, such as OlympStroi.
Regional budgets are also an important source of
government investments in local infrastructure projects.
Constituents of the Russian Federation account for
approximately 15%–25% of all government investments
in infrastructure development.

Guaranteed Sources of Government
Investments
Over the past two years, the government has taken steps
toward the establishment of additional sources of
government investment in road construction and
rehabilitation thereby providing the guaranteed
investments in this transport infrastructure construction
segment development.
Specifically, the State Company Avtodor (Russian
Highways) was established in 2009 and became fully
operational in 2010. The purpose of the new entity is
to raise private investment in the segment, thereby
minimizing government expenditure. In 2011, Avtodor is
expected to invest RUB 78 billion, including RUB 50 billion
in construction and renovation of highways under the
company’s management. Currently Avtodor is financed out
of the federal budget but it is shortly expected to become
a toll highway operator, collecting toll fees and allocating
revenue to road network maintenance and development.
As of 2010, M-1 “Belarus” and M-4 “Don” highways are
under Avtodor’s management. The first toll section of the
latter was commissioned at the end of December 2010.

OJSC MOSTOTREST

New sources of Government
investments in road construction provide guaranteed
funding for the development
of this transport infrastructure
segment
In 2010, the government established the Federal Road
Fund, an extra-budgetary government fund to support
automobile road construction and rehabilitation. Financed
through fuel taxes, the Road Fund will become fully
operational as of 2011. In July 2010, the government
adopted the relevant decision on progressive fuel tax
increases by one ruble annually. According to projections
from the Russian Finance Ministry, increased fuel taxes
are expected to generate additional budget revenues of
RUB 84.3 billion in 2011, RUB 178.7 billion in 2012 and
RUB 285.2 billion in 2013.

EXPECTED BUDGET REVENUE FROM FUEL
TAX INCREASES
RUB billion
300
250
200
150
100
50
0

285.2

178.7
84.3

2011

2012

2013

Source: Explanatory Note to Federal Law 68-FZ, dated 6 April
2011, On Amendments to the Budget Code of the Russian
Federation and Specific Legislative Acts of the Russian
Federation

Public-Private Partnerships
PPPs are a widespread mechanism for raising private
capital for infrastructure development globally. Resolved
to actively develop PPPs, Russia established Avtodor,
a state-owned vehicle to raise private capital through
PPPs for investments in road construction, with the
objective of increasing the share of non-government
investment in the road sector to 40%29. Avtodor intends
to invest RUB 17.3 billion in road development under PPP
schemes as early as 2011.

29 According to Avtodor web-site
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RAILWAYS
RUSSIA RANKS THIRD GLOBALLY
IN TERMS OF TOTAL LENGTH
OF RAILWAYS
RAIL HAS AN 85% SHARE OF RUSSIA’S
TOTAL FREIGHT TURNOVER (EXCLUDING
PIPELINES)
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MILESTONE PROJECTS 2010—2015

RAIL TRANSPORT IS THE ONLY
ALTERNATIVE FOR DEVELOPMENT
OF MAJOR MINERAL FIELDS

Milestone Projects within the FTP,
2010–2015
Construction
period

RUB billion (net of VAT)

Contract value

Construction of the railway
line Prokhorovka – Zhuravka –
Chertkovo – Bataisk

2011–2014

446.0

Development of the Moscow
transport hub

2010–2015

313.1

Construction of the bypass for the
Omsk railway hub

2012–2015

144.1

Construction of the railway
line Polunochnoye – Obskaya –
Salekhard

2012–2015

125.6

Reconstruction of the bypass
railway line for the Krasnodar
railway hub

2013–2015

63.6
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Competitive
Environment
The Russian transport infrastructure market remains
highly fragmented. Most domestic construction
companies are relatively small and offer general
construction services only. Russian market players can
be categorized into three key groups: market leaders
with broad geographic coverage and presence across
several business segments, capable of implementing
complex all-in projects (Mostotrest, Transstroy, USK
Most), mid-size participants with narrower geographic
presence and a limited range of competences (Avtoban,
VAD, RZDstroi), and small players developing smaller
and technically simpler regional projects.

In recent years, federal and regional authorities have
entered into a number of concession agreements aimed
at developing the highway and railway infrastructure,
including the construction of the Western High-Speed
Diameter in Saint Petersburg; a segment of the
Moscow – Saint Petersburg Tollway; an off-ramp linking
the Moscow Ring Road to the M-1 “Belarus” Highway,
as well as construction of Ulak – Elga and Naryn –
Lugokan Railroads. The total value of existing PPP
projects is approximately RUB 400 billion30.

The competitive environment in the sector changed
significantly with the adoption in 2010 of amendments
to Federal Law 94-FZ On Federal and Municipal
Government Contracts. These amendments significantly
tightened the requirements for tender security to be
provided by contractors. They may no longer take out
insurance policies but must submit guarantees from
major banks or other financially solid legal entities (real
estate owners) instead.

AVERAGE TENDER SIZE EVOLUTION
RUB million
3000

2,577

2500

Bigger tenders and tighter
participation criteria
increased competitiveness
of major diversified players
with strong banking
relationships and low
leverage

30 Company estimates. Residual value of ongoing projects (net of VAT)
31 According to Rosavtodor (including VAT)
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Source: Rosavtodor, Company estimates

In 2010 the trend toward larger average-sized tenders in
the sector continued. The average tender size in the infrastructure construction sector more than doubled from
RUB 933 million in 2007 to RUB 2,756 million31 in 2010.
Bigger tenders and tighter participation criteria increased
the competitiveness of the major diversified players with
strong banking relationships and low leverage.
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Market Outlook
The transport infrastructure market volume in 2010
remained flat year-on-year at RUB 591.9 billion, despite
the crisis. Key market drivers included the continued
implementation of the Federal Target Program, regional
infrastructure development programs, and development
of PPPs.
Positive dynamics in the overall Russian economy and
priority national and international projects, such as the
2014 Winter Olympics in Sochi, 2012 APEC Summit in
Vladivostok and 2013 Universiade in Kazan, are
expected to be the key market growth drivers in the
coming years. The federal government announced its
plans to significantly step up investments in transport
infrastructure in 2011, while the Moscow City
government approved a threefold increase in transport
infrastructure development budget, from RUB 43.1
billion32 in 2010, to RUB 131.0 billion33 in 2011.

Positive dynamics in the
overall Russian economy
and priority national
and international projects
are expected to be the key
market growth drivers in the
coming years

32 2010 Moscow City Budget Utilization Report (including VAT)
33 Moscow City Law #53 of 8 December 2010, On the Moscow City Budget (including VAT)
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SHEREMETYEVO-2
AIRPORT
MOSCOW
No.2 airport in Russia by passenger turnover
(15 million per annum)

PROJECT COMPLETED IN 2009

Challenge:	CARRY OUT RENOVATION WITHOUT INTERRUPTION
TO AIRPORT OPERATIONS
Solution:	Efficient planning of logistics
Stage-by-stage renovation of aprons
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Backlog in Detail
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Performance in 2010
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PERFORMANCE IN 2010
Operating Results
Key Project Completions
In 2010, Mostotrest completed a number of major
projects, completing a total of 34 schemes, including
291 km of roads and 20.9 km of bridges.
Key 2010 project completions34:
−− Construction and renovation of urban infrastructure
in Yaroslavl in the run-up to the City’s Thousandth
Anniversary (contract value: RUB 11 billion)
−− Don River Bridge in Rostov-on-Don (contract value:
RUB 5.7 billion)
−− Renovation of Krestovski railway crossovers in
Moscow (contract value: RUB 3 billion)
−− Renovation of the Moscow Ring Road –
Kashira section of the M-4 “Don” Highway
(Moscow – Voronezh – Rostov-on-Don – Krasnodar –
Novorossiysk) (contract value: RUB 2 billion)
−− Construction of a two-track subway bridge over the
Moscow River on the Mitino-Strogino Subway Line in
Moscow (contract value: RUB 1.7 billion).

year, to RUB 235.0 billion (net of VAT). The total number
of projects in the Company’s backlog as at the end of
2010 stood at 71 (Mostotrest: 23, ETS: 32, TSM: 16).
We participated in all of the major transport
infrastructure tenders held in Russia in 2010. New
contracts added to our backlog in 2010 include the
construction of a toll section of the Moscow – Saint
Petersburg Tollway, with a contract value of RUB 41.0
billion35, Phases 2 and 3 of the Kurortny Avenue Relief
Road in Sochi, with a contract value of RUB 50.3
billion35, construction of the Alpika-Service – RozaKhutor Highway, with a contract value of RUB 9.3
billion35, the construction of the Adler – Veseloye section
of the M-27 Dzhubga – Sochi Highway, with a contract
value of RUB 4.9 billion35, as well as renovation of km
21 traffic interchange on the M-5 “Ural” Highway, with
a contract value of RUB 4.5 billion35, and the airport at
Sochi, where the contract is worth RUB 3.8 billion35.

PARTICIPATION IN KEY TENDERS FOR TRANSPORT
INFRASTRUCTURE DEVELOPMENT PROJECTS
IN 2010

Strong Backlog Growth

Project

Pursuing both organic development and acquisitions
in the period under review, Mostotrest completed its
transformation into a major nationwide integrated
construction company. This enabled us to participate
in the biggest tenders for transport infrastructure
development projects held in 2010, all of which
required comprehensive approaches and strong general
contractor capabilities. The Group’s backlog increased
by 17% since Mostotrest acquired controlling stakes in
ETS and TSM at the end of 1H 2010.

Kurortny Avenue Relief Road,
Phases 2 and 3
Moscow – Saint Petersburg
Tollway, Section 15–58 km
Losevo – Kamenogorsk New
Railway
Vladivostok–Nakhodka–
Vostochny Port Highway

Contract
value36,
RUB billion

Bidder:
MSTT/ETS/TSM

50.3

MSTT

41.0

MSTT

14.5

TSM

12.5

ETS/TSM

Source: Company data, Rosavtodor

According to the Company’s data, Mostotrest’s total
backlog as at the end 2010 increased by 36% year-on-

34 Completed projects are understood to be projects delivered to and accepted by customers, as specified in the relevant documents signed by the
parties. The date of completion under this recognition approach may differ from the date of completion defined at the time of revenue recognition
according to IFRS
35 Company data (net of VAT)
36 Contract value is understood as the value of contract as signed with the general contractor
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Roads and bridges represent 79% of projects in the
Group’s backlog.

BACKLOG STRUCTURE
by Business Segment, RUB billion
12.7
12.4
18.0
5.1

6.9
1.6

Roads and bridges
Airfields and airports

share of private customers increased to 21% in 2010,
mainly driven by Mostotrest’s participation in the
Moscow – Saint Petersburg Tollway project financed
under a PPP scheme, as well as construction of
shoreline infrastructure in Ust-Luga.

BACKLOG STRUCTURE
by Customer37, RUB billion

Railways

40.9

Ports

7.1
186.7

Other infrastructure

116.8

49.5
7.1

1.8
11.5

53.5

60.2

2009

16.7

2010

18.9

Federal agencies
State corporations
Regional governments
Municipalities
Private customers

Source: Company data

80.9

Historically, the Company’s operations were
concentrated in the central part of Russia. Due to the
Olympic construction in Sochi and, specifically, the
addition of a material contract for the construction
of a Kurortny Avenue Relief Road to the Group’s backlog
in 2010, the share of projects located in the Southern
Federal District of Russia increased significantly
compared to 2009. As at the end of 2010, 87% of
projects in the Company’s backlog were located in the
Central and Southern Federal Districts.

BACKLOG STRUCTURE
by Federal District, RUB billion
31.5

108.0

2009

2010

Source: Company data

For an overview of key projects in Mostotrest, ETS and
TSM backlogs, please refer to page 45 of this report.

Significant increase in volumes
from private companies and
PPPs

Central Federal District
Southern Federal District

92.6

58.6

Other

Own Production Capacity

39.2
110.9

75.5

2009

2010

Source: Company data

The government remained the Company’s biggest
customer in 2010. 79% of all projects in the Company’s
backlog were from federal agencies, state corporations,
regional governments and municipalities. However, the

Mostotrest has its own production facilities located in
the vicinity of key transport infrastructure development
areas. In-house production capacity enables the
Company to secure uninterrupted and prompt deliveries
of required bridge components, as well as to control
construction costs. In 2010, the share of materials in
the Company’s total cost base was 19%38, while the
share of key construction materials (concrete, steel
structures and asphalt) in the total consumption of
materials was 67%39.

37 Backlog structure by customer type does not include projects where Mostotrest acted as a subcontractor
38 Based on pro forma financial statements
39 Company data
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The Company’s key production sites include the Mocon
Reinforced Concrete Plant manufacturing commercial
concrete, void-forming cores and superstructure
beams and the Tula-based MekhStroiMost Plant which
manufactures steel structures, bridge carriages and
control joints. With the acquisition of TSM in 2010,
Mostotrest added asphalt and cement/concrete
manufacturing plants to its production base. The
existing capacity at the latter facilities allows us
to produce approximately 900,000 cubic metres of
concrete and sand/cement mix, 40,000 tons of precast
concrete and reinforced concrete structures, 30,000
tons of steel structures and 350,000 tons of bitumen
concrete annually.
According to management accounting data, in the period
under review the Company produced (using purchased raw
materials) 837,000 cubic metres of commercial concrete
and sand/cement mix, and 343,000 tons of bitumen
concrete, fully covering its corresponding needs. The
Company produced 24,000 tons of steel structures, which
covered 49% of internal needs. In total, the Company’s
own production facilities supplied 37% (in money terms)
of all its construction material needs in 2010.

Investments in New Equipment
and Machinery
Against a backdrop of a significant backlog growth
and further development of its competences in 2010,
Mostotrest pursued investments in renewal and
expansion of its fleet of building equipment, machinery
and vehicles. Availability of own equipment, machinery
and vehicles is key to successful implementation of
comprehensive construction projects.
According to management accounting data, capital
expenditure in 2010 more than doubled year-on-year, to
RUB 3.4 billion. The Company will continue investing in
developing and upgrading its fleet of building equipment
and vehicles in 2011.

2010 FIXED ASSET INVESTMENTS
%
Building machinery, electrical
and power plant equipment

6%
6%

Leased-in fixed assets40
4%
10%

Accommodation modules at
production facilities and
construction sites

58%

16%

Production equipment41

SHARE OF OWN PRODUCTION IN TOTAL COST
OF MATERIALS
%
Purchased materials

Real estate
Other fixed assets42

Source: Management accounts

Own production
37%
63%

Source: Company data

Own production
covers 37% of
the Company’s
construction
material needs

40 Leased-in fixed assets: building machinery, transport vehicles, cranes, drilling machines, etc.
41 Production equipment and machinery: slicers, benders, jigs, hydraulic jacks, presses, parallel shears, etc.
42 Other fixed assets: lab equipment, safety equipment, welding equipment, geodesic equipment and inventory structures
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Financial Results
In 2010, the Company delivered excellent financial
results on the pro forma basis, despite the fact that the
overall construction industry continued to suffer from
the consequences of the economic crisis:
−− Strong revenue growth across key business segments:
+15%, +43% and +114% in bridge, road and airport
construction, respectively
−− A minor 5% downward adjustment of total revenue,
to RUB 74.9 billion (against RUB 79.0 billion in 2009)
due to postponement of completion of a number of
projects to 2011

GROSS PROFIT / GROSS MARGIN
RUB billion / %

REVENUE
RUB billion
–5%

100
80

79.0

+4%

12

10.6

10

74.9

15%

6

40

13%

12%

2
2009

0

2010

2009

Source: Pro forma financial statements

EBITDA / EBITDA MARGIN
RUB billion / %

CAPEX / NET CASH
RUB billion

+10%
8.2

9.0

12%

12%
11%

4

0

10%

10%

2009

14

13.3

12

8
6

13%

10%

2010

Source: Pro forma financial statements

2

14%

4

20

10

16%

11.1

8

60

0

−− Gross profit up 4% from RUB 10.6 billion in 2009 to
RUB 11.1 in 2010, on the back of a 7% reduction in
the cost of production, driven by growing in-house
volumes and resulting lower subcontractor costs, as
well as by a decrease in construction material costs.
Gross margin increased from 13.4% to 14.8%
−− EBITDA up 10% to RUB 9.0 billion; EBITDA margin up
from 10% to 12%, driven by a growth in gross profit
and a decline in administrative expenses
−− According to consolidated financial statements, net
cash increased 6x year-on-year, to RUB 13.3 billion.

Source: Pro forma financial statements

9%

×6

×3

6
4
2

2010

2010

10
8

2009

0

3.2

2.3

1.0

CAPEX

NET CASH

Source: Pro forma financial statements, consolidated
financial statements
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The following table sets out the key financial results of the Group in 2009 and 2010:
RUB million

Revenue
Cost of sales
Gross profit
Gross margin, %
Other income
Administrative expenses
Other expenses
Profit from operating activities
Operating profit margin, %
Finance income
Finance costs, including:

MSTT43

ETS

TSM

PROFORMA
GROUP
2009
2010

2009

2010

2009

2010

2009

2010

32,392

32,388

46,805

37,714

12,790

14,825

78,971

74,879

(24,211)

(24,510)

(44,068)

(34,368)

(11,555)

(13,170)

(68,359)

(63,819)

8,181

7,878

2,737

3,346

1,235

1,655

10,612

11,060

25.3%

24.3%

5.8%

8.9%

9.7%

11.2%

13.4%

14.8%

194

291

57

72

170

342

421

615

(3,827)

(3,708)

(1,049)

(984)

(513)

(394)

(5,389)

(5,084)

(261)

(419)

(618)

(364)

–

(312)

(879)

(1,094)

4,287

4,042

1,127

2,070

892

1,291

4,765

5,497

13.2%

12.5%

2.4%

5.5%

7.0%

8.7%

6.0%

7.3%

300

110

98

73

5

5

358

166

(1,116)

(1,158)

(375)

(1,245)

(911)

(373)

(2,865)

(3,525)

Dividends

–

–

(303)

(1,200)

(670)

(200)

(973)

(1,400)

Non-controlling interest expense

–

–

–

–

–

–

–

(540)

–

(7)

–

–

–

–

–

(7)

3,471

2,987

851

898

(14)

923

2,258

2,131

Profits tax expense

(867)

(784)

(282)

(431)

(158)

(300)

(897)

(1,088)

Profit for the year

2,604

2,203

568

467

–172

623

1,361

1,043

Profit margin, %

8.0%

6.8%

1.2%

1.2%

–1.3%

4.2%

1.7%

1.4%

EBITDA

5,708

5,403

1,227

2,196

1,324

1,871

8,157

9,004

EBITDA margin, %

17.6%

16.7%

2.6%

5.8%

10.4%

12.6%

10.3%

12.0%

Adjusted net profit

2,604

2,206

872

1,667

498

842

3,774

4,423

Adjusted net profit margin, %

8.0%

6.8%

1.9%

4.4%

3.9%

5.7%

4.8%

5.9%

Share of profit/loss of equity
accounted investees
Profit before income tax

Source: Pro forma financial statements, consolidated financial statements

Revenue
The majority of the Group’s revenue is derived from
engineering and construction services. The Company
also derives revenue from sales of construction
materials and from rendering of other services. The
Group recognizes revenue from long-term construction
contracts according to the percentage-of-completion
method or only to the extent of recoverable costs
incurred when the outcome of a construction contract
cannot be estimated reliably. If the revenue under the
construction contract is recognized to the extent of
recoverable costs incurred , the accumulated profit
under this contract is recognized as of the completion
date of the facility. In 2010, the Group increased

the number of long-term construction contracts, the
revenue under which was recognized using percentageof-completion method, as it became possible to
estimate costs on those projects reliably.
The following table sets out a breakdown of the Group’s
revenue by types of activities for the years ended on
December 31, 2009 and 2010.

43 2010 Mostotrest figures correspond to the column “MSTT 2010 unaudited standalone Financial Information” in Proforma Consolidated Financial
Information for the year ended 31 December 2010 which equals to the sum of columns “MSTT 2010 Consolidated Financial Statements” and
“Deconsolidation of ETS and TSM”
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2009
Revenue from contracts for construction of:
bridges and highways
railway infrastructure facilities
airfields and airports
other infrastructure facilities
other facilities
Total revenue from construction contracts
other revenue
Total revenue

41,184
9,657
3,220
20,276
3,238
77,575
1,396
78,971

2010
RUB million
47,546
13,781
6,876
2,959
2,409
73,571
1,308
74,879

Change
RUB million
6,362
4,124
3,656
(17,317)
(829)
(4,004)
(88)
(4,092)

%
15.4%
42.7%
113.5%
–85.4%
–25.6%
-5.2%
–6.3%
–5.2%

Source: Pro forma financial statements

According to pro forma financial statements MSTT
revenue remained at the level achieved in 2009, with
TSM revenue up by 16% in 2010. The reduction of ETS
revenue by 19% resulted from:
−− the delay of construction in connection with
a customer’s failure to allot land for construction (the
second phase of the Saint Petersburg Ring Road, M-4
“Don” Highway between MKAD and Kashira;
−− the decrease in construction volumes of the railway
facilities along the Naryn – Lugokan Railway line
−− recovery from the storm in the Mzymta cargo port in
Sochi.
These items together led to the decrease in the Group’s
revenue by 5% from RUB 79.0 billion in 2009 to
RUB 74.9 billion in 2010.

Revenue Analysis by Segments
Construction of bridges and highways
The revenue from construction of bridges and highways
increased by RUB 6.4 billion, or 15%, from RUB 41.2
billion in 2009 to RUB 47.5 billion in 2010. The increase
in revenue generated from this type of activity was
primarily due to the following factors:
−− in 2010 the Group carried out construction
works under new contracts (construction of the
Alpika‑Service – Roza-Khutor Highway, construction
of the Saint Petersburg Ring Road at the section
of Narva – Petrodvorets – Keykino (ETS projects);
construction of highway between Vladivostok and Port
Vostochniy, construction of the M-4 “Don” Highway at
the section of Kashira between 52nd –71st km. (TSM
projects)
−− in 2010 the Group increased the volume of
construction works under existing contracts
(construction of a section of the Saint Petersburg
Ring Road between Narva and Bronka; construction
of the M-4 “Don” Highway at the section between
414.7 th and 464.3th km. in Lipetsk region).

Construction of railway infrastructure facilities
The revenue from construction of railway infrastructure
facilities increased by RUB 4.1 billion, or 43%, from
RUB 9.7 billion in 2009 to RUB 13.8 billion in 2010. The
increase in revenue generated from this type of activity
was primarily due to MSTT. The rise in revenue was
primarily due to the considerable increase in the volume
of construction of the Adler – Alpika‑Service Combined
(rail and motor-venicle) Highway.

Double-digit revenue growth
in Group’s priority business
segments
Construction of airfields and airports
The revenue from construction of airfields and airports
increased by RUB 3.7 billion, or 114%, from RUB 3.2
billion in 2009 to RUB 6.9 billion in 2010. The increase
in revenue generated from this type of activity was
primarily due to the increase in ETS revenue by
RUB 1.7 billion and TSM revenue by RUB 3.3 billion. The
increase in ETS revenue was a result of the increase in
construction of the airport in Vladivostok in 2010. The
increase in TSM revenue generated from construction of
airfields and airports was primarily due to the increase
in construction of the airfield and terminal city in Sochi,
airport in Vladivostok and commencement of renovation
of the Vnukovo airport in Moscow region in 2010.

Construction of other infrastructure facilities
The revenue from construction of other infrastructure
facilities decreased by RUB 17.3 billion, or 85%, from
RUB 20.3 billion in 2009 to RUB 3.0 billion in 2010.
This decrease was primarily due to ETS’s completion of
construction of facilities as part of the Eastern Siberia —
Pacific Ocean oil pipeline system in 2009 (offshore and
onshore structures, telecommunication line).
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Cost of Sales
The majority of the costs of sales are attributed to services of subcontractors, materials, personnel expenses,
depreciation and other production costs. The following table sets out a breakdown of the Group’s cost of sales in
2009 and 2010:
2009

2010
RUB million

RUB million

Change
%
–13.1%

Services of subcontractors

36,887

32,069

(4,818)

Materials

13,391

12,343

(1,048)

–7.8%

Personnel expenses

5,637

7,316

1,679

29.8%

Machinery, equipment, transport, and labor services provided
by third parties

2,761

3,868

1,107

40.1%

Depreciation and amortisation

3,255

3,384

129

4.0%

Fuel

607

802

195

32.1%

Insurance

778

694

(84)

–10.8%

Services of principal contractors

608

586

(22)

–3.6%

4,435

2,757

(1,678)

–37.8%

68,359

63,819

(4,540)

–6.6%

Other cost of sales44
Total cost of sales
Source: Pro forma financial statements

The Group’s cost of sales decreased by 7%, from
RUB 68.4 billion in 2009 to RUB 63.8 billion in 2010.
This decrease was driven by a reduction in the use
of subcontractor services, and lower expenses for
materials and components and other cost of sales. In
2010, MSTT and TSM increased the share of works
performed using own in-house capabilities, from 79%
to 82% and from 75% to 87%, respectively compared
with 2009 figures according to pro forma financial
statements.
RUB million

The increase in works perfomed using own in-house
capabilities was responsible for the rise in personnel
expenses at TSM and MSTT. Personnel costs rose by
RUB 1.7 billion in 2010 as the number increased by
10% year-on-year to 1,721 employees according to
management accounts.
The following table sets out a breakdown of the Group’s
cost of sales in 2009 and 2010 by major operating
companies:
MSTT45

ETS

TSM

2009

2010

2009

2010

2009

2010

Services of subcontractors

6,799

5,692

38,842

33,397

3,219

1,945

Materials

6,277

7,773

3,557

72

3,834

4,705

Personnel expenses

4,784

6,153

–

–

853

1,162

Machinery, equipment, transport, and labor services provided
by third parties

1,054

1,021

132

21

1,576

2,826

Depreciation and amortisation

1,409

1,314

65

93

341

537

Fuel

405

530

–

–

202

272

Insurance

104

234

673

419

1

41

Services of principal contractors

465

390

143

121

584

566

Other cost of sales44
Total cost of sales

2,914

1,403

655

245

945

1,116

24,211

24,510

44,067

34,368

11,555

13,170

Source: Pro forma financial statements

44 Expenses for technological and production works, auxiliary production, equipment maintenance and repair, communication costs, expenses on
security services, operational lease, services of the third-party organizations, etc.
45 2010 Mostotrest figures correspond to the column “MSTT 2010 unaudited standalone Financial Information” in Proforma Consolidated Financial
Information for the year ended 31 December 2010 which equals to the sum of columns “MSTT 2010 Consolidated Financial Statements” and
“Deconsolidation of ETS and TSM”
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MSTT cost of sales
MSTT cost of sales remained broadly unchanged
year-on-year. The volumes of works performed using
own in-house capabilities increased whilst there was
a decrease in subcontractor service costs mainly due
to declines in the volume of construction work on the
Fourth Ring Road in Moscow which had had a high share
of subcontractor works. The small 1% increase in cost
of sales from RUB 24.2 billion in 2009 to RUB 24.5
billion in 2010 was primarily due to rises in materials
costs and increases in personnel expenses, resulting
from the greater volume of works being performed by
in-house labour and growing prices for materials. The
increase in personnel expenses in 2010 was primarily
due to a 5% increase in employee headcount together
with an increase in the average monthly salary bill of
7% according to management accounts. The decrease
in other expenses (of the cost of sales) was primarily
due to the decrease in the general production and for
third-party services costs.

The Company’s cost of sales
decrease by 7% was driven
by decreased use of subcontractor services due to the
increased share of works
performed using own inhouse capabilities, and lower
expenses for materials and
components
ETS cost of sales
ETS cost of sales decreased by RUB 9.7 billion, or 22%,
from RUB 44.1 billion in 2009 to RUB 34.4 billion in
2010. This decrease was primarily due to the reduction
of expenses on services of subcontractors and expenses
for materials and components. Material expenses for
2009 include the cost of equipment and components
installed during the construction of facilities as part
of the Eastern Siberia – Pacific Ocean oil pipeline
system which totaled RUB 3.5 billion. The reduction of
expenses on services of subcontractors and expenses
for materials and components was primarily due to the
completion of large facilities of the Eastern Siberia –
Pacific Ocean oil pipeline system in 2009 and respective
decrease in construction volumes in 2010.

TSM cost of sales
Against an increase in revenue of 16%, TSM cost of
sales increased by RUB 1.6 billion, or 14%, from
RUB 11.6 billion in 2009 to RUB 13.2 billion in 2010.
This rise was primarily due to the increase in expenses
for materials, personnel expenses and other items,
which was partially offset by the lower expenses for
subcontractor services. The rise in expenses for
materials and personnel expenses in 2010 resulted from
the increase in volume of works performed using
in-house capabilities and growing prices for materials.
The increase in personnel expenses in 2010 was due to
headcount growing by 52% and a 9% rise in the
average monthly salary bill according to management
accounts. The significant fall in expenses for
subcontractor services in 2010 was primarily due to the
fact that the company switched to using its own labour
force for the majority of its works. The substantial
increase in expenses incurred in the hire of road-building
equipment and vehicles in 2010 compared to 2009 was
primarily due to the increase in construction and types
of mechanized works in 2010.

Gross Profit and Gross Margin
The Group’s gross profit increased by RUB 0.5 billion,
or 4%, from RUB 10.6 billion in 2009 to RUB 11.1
billion in 2010. The Group’s gross margin increased
from 13.4% in 2009 to 14.8% in 2010. The increases
in gross profit and gross margin were driven by
decreased cost of sales and increases in revenue from
construction contracts recognized using the percentageof-completion method.
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Administrative Expenses
Administrative expenses mostly include personnel expenses, expenses for consulting and audit services,
social expenses and other administrative expenses. The following table sets out a breakdown of the Group’s
administrative expenses by category in 2009 and 2010:
2009

2010
RUB million

Change
RUB million

%

2,797

2,679

(118)

–4.2%

Consulting and audit services

527

514

(13)

–2.5%

Social expenses

173

330

157

90.8%

Rent expense

190

174

(16)

–8.4%

Taxes other than income tax

147

151

4

2.7%

Depreciation and amortisation

121

133

12

9.9%

Charity

114

121

7

6.1%

Materials

293

110

(183)

–62.5%

103

71

(32)

–31.1%

Personnel expenses

Bank fees
Other administrative expenses

924

801

(123)

–13.3%

Total administrative expenses

5,389

5,084

(305)

–5.7%

46

Source: Pro forma financial statements

Administrative expenses of the Group reduced by
RUB 0.3 billion, or by 6%, from RUB 5.4 billion in
2009 to RUB 5.1 billion in 2010. The key factor driving
the overall decrease in administrative expenses was
a reduction in expenses for materials and personnel
expenses.
The decrease in expenses for materials was due
to a reduction in spend on office equipment and
consumables in TSM. The decrease in personnel
expenses resulted from reduced bonus payments in
2010 in MSTT.

Results from Operating Activities
Profit from operating activities increased by RUB 0.7
billion, or 15%, from RUB 4.8 billion in 2009 to RUB 5.5
billion in 2010. This increase was primarily due to the
growth in gross profit and reduction of administrative
expenses.

EBITDA
EBITDA is defined as earnings before interest, tax,
depreciation and amortisation. EBITDA is not defined
by, or presented in accordance with IFRS. EBITDA has
limitations as an analytical tool, and one should not
consider it in isolation, or as a substitute for analysis of
the Group’s operating results as reported under IFRS.
Nevertheless the Company considers it necessary to
provide information about EBITDA as this indication
is taken into account by analysts, investors and other
interested parties while analysing and forecasting
the results of transport infrastructure construction
companies. The following table sets forth EBITDA for the
reporting periods and its reconciliation to net profit from
continuing operations.

46 Other administrative expenses include expenses for insurance, operational lease, security services, communication
costs, IT system and office equipment maintenance, etc.

38

на полосы
Annual report 2010

RUB million
2009
Net Profit/(Loss) from continuing
operations
Plus/(Minus)
Income tax expense
Net finance costs
Depreciation and amortisation
EBITDA
2010
Net Profit/(Loss) from continuing
operations
Plus/(Minus)
Income tax expense
Net finance costs
Depreciation and amortisation
EBITDA

OJSC MOSTOTREST

MSTT

ETS

TSM

Total adjustments

PROFORMA GROUP

2,604

568

(172)

(1,640)

1,361

867
816
1421
5,708

282
277
99
1,226

158
906
432
1,324

(410)
508
1,440
(102)

897
2,507
3392
8,157

MSTT47

ETS

TSM

Total adjustments

PROFORMA GROUP

2,203

467

623

(2,250)

1,043

784
1,048
1,368
5,403

431
1,172
126
2,196

300
368
580
1,871

(427)
771
1,440
(466)

1,088
3,359
3,514
9,004

Source: Pro forma financial statements

According to pro forma financial statements EBITDA
increased by RUB 0.8 billion, or 10%, from RUB 8.2
billion in 2009 to RUB 9.0 billion in 2010. EBITDA margin
increased from 10% to 12%. This increase was primarily
due to the growth in gross profit and reduction of
administrative expenses in corresponding periods.

EBITDA growth driven by gross
profit growth and administrative expenses decrease

Finance Costs and Non-controlling Interest
Finance costs of the Group primarily consist of interest expense incurred on the borrowings and finance leases and
dividends paid to ETS and TSM minority participants and non-controlling interest.
2009

2010
RUB million

Interest expense on borrowings
Interest expense on finance leases
Foreign exchange loss
Dividends
Total finance costs

Change
RUB million

%

1,689

1,386

(303)

–17.9%

202

198

(4)

–2.0%

1

1

–

0.0%

973

1 940

967

99.4%

2,865

3,525

660

23.0%

Source: Pro forma financial statements

According to pro forma financial statements finance
costs of the Group increased by RUB 0.7 billion, or
23%, from RUB 2.9 billion in 2009 to RUB 3.5 billion in
2010. This increase was primarily due to the increase in
dividends in ETS and TSM and accrual of non-controlling
interest in 2010.

Interest expense on borrowings decreased by RUB 0.3
billion or 18% in 2010 compared to 2009. This decrease
was due to reduction of debt outstanding as well
as a significant reduction in the weighted-average
effective interest rate from 15.8% as at December
31, 2009 to 7.7% as at December 31, 2010 according
to consolidated financial statements and Company’s
estimates. This decrease in the weighted-average

47 2010 Mostotrest figures correspond to the column “MSTT 2010 unaudited standalone Financial Information” in Proforma Consolidated Financial
Information for the year ended 31 December 2010 which equals to the sum of columns “MSTT 2010 Consolidated Financial Statements” and
“Deconsolidation of ETS and TSM”
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effective interest rate was driven by increased credit
quality of the Group and increased liquidity on the debt
markets.
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through to December 31, 2010. The Group acquired
a 25.002% equity interest in the share capital of
OJSC Mostostroy-11 on February 16, 2010, which is
accounted for on an equity basis.

Dividends payable by ETS and TSM to their participants
are included in the finance costs in the income
statement. Dividends are recorded in the abovementioned manner as ETS and TSM are limited liability
companies. According to the provisions of the Law No.
14-FZ as of February 8, 1998 every member of a limited
liability company is entitled to unilateral retirement from
the members of a company and receipt of the actual
value of their share in the company (if set forth by the
Charter of a company). According to IFRS, these rights
should be recorded as the debt instruments.
Consequently, any dividends available for allocation
among the members are reflected in the finance costs
but do not decrease the profit for taxation purposes.

Significant reduction in the
weighted-average effective
interest rate from 15.8%
at the end of 2009 to 7.7%
at the end of 2010
Non-controlling interest corresponds to accrual of
the profit available for allocation among ETS and
TSM minority participants for 2010 and is reflected
according to the same principle as dividends explained
above. In view of the above, gains/losses available for
allocation among minority participants are included
in the finance costs in the income statement of the
Group. These expenses were not accrued in 2009 based
on the assumption that dividends paid to ETS and
TSM participants in 2009 represented these expenses
properly. Additional accrual of these expenses in 2010
is based on the assumption that dividends paid to ETS
and TSM members in 2010 fell into ETS and TSM profit
allocation for 2009 (as these payments were made in
connection with the sale of a controlling interest in ETS
and TSM to MSTT).

Share of Profit of Equity Accounted
Investees
In 2010, the Group recognized its share of
RUB 7 million in the loss of OJSC Mostostroy-11 for
the period from the equity interest acquisition date

40

Income Tax Expense
Income tax expenses include current income taxes and
deferred income tax expense. Current income taxes
include all taxes on the taxable income or loss for the
year and any adjustments of prior years’ taxes. The
Group companies pay income tax at the applicable
Russian statutory income tax rate of 20%. Deferred
income tax expense reflects the temporary differences
between the carrying amounts of assets and liabilities
and their respective tax bases. A deferred tax asset
is recognized for unused tax losses, tax credits and
deductible temporary differences, to the extent that it
is probable that future taxable profit will be available
against which those assets can be utilized.
Income tax increased by RUB 0.2 billion, or 21%, from
RUB 0.9 billion in 2009 to RUB 1.1 billion in 2010.
This increase was primarily due to the increase in
operating profit as shown above. The effective income
tax rate adjusted for paid dividends and accruals of
non-controlling interest (accounted based on pro forma
financial statements as income tax expenses divided by
the sum of earnings before taxes and dividends paid
to ETS and TSM together with non-controlling interest)
decreased by 1% from 28% in 2009 to 27% in 2010
due to the decrease in expenses not recognized for
taxation purposes.
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Profit from Continuing Operations

Adjusted Net Income

According to pro forma financial statements profit from
continuing operations decreased by RUB 0.4 billion, or
23%, from RUB 1.4 billion in 2009 to RUB 1.0 billion in
2010 due to the increase in expenses on dividends in
ETS and TSM and accruals of non-controlling interest in
2010.

Adjusted net income is defined as profit from continuing
operations net of dividends paid in ETS and TSM,
non-controlling interest and depreciation reflected in
consolidation. Adjusted net profit is not defined by,
or presented in accordance with, IFRS. This indicator
is calculated by the Group to eliminate effects of
nonstandard adjustments, arising from consolidation of
ETS and TSM financial data, for the Group’s net profit
for the convenience of the Group report users. The
following table sets forth adjusted net profit for the
reporting periods and its reconciliation to profit for the
year from continuing operations.
2009

2010
RUB million

Profit for the year from continuing operations
Dividends
Non-controlling interest

Change
RUB million

%
–23.4%

1,361

1,043

(318)

973

1,400

427

43.9%

–

540

540

100.0%

Depreciation and amortisation

1,440

1,440

–

0.0%

Adjusted profit for the year from continuing operations

3,774

4,423

649

17.2%

Source: The Company’s analysis of pro forma financial statements

Adjusted net income increased by RUB 0.6 billion, or 17%, from RUB 3.8 billion in 2009 to RUB 4.4 billion in 2010.
This increase was primarily due to the growth in gross profit and reduction of administrative expenses.
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Liquidity and capital resources
In the tables of this section pro forma statement of
financial position data is used for the financial year 2009
whereas consolidated financial statements balance
sheet data is used for the financial year 2010.

Liquidity
The Group’s liquidity needs arise primarily in connection
with financing its construction projects, including
payments to subcontractors, procurement of materials
and other operating expenses, as well as general
working capital requirements and capital investments
consisting primarily of cash outlays for capital
investments in plant and equipment. In 2009 and 2010,
the Group’s liquidity needs were met primarily by cash
generated from operating activities, advances from
customers, as well as through short-term borrowings
and proceeds from an additional issue of shares.
The Group expects to continue to fund its liquidity
requirements in both the short- and medium-term with
cash generated from operating activities and, to the

extent required, through borrowings. One of the reasons
for borrowings is the specific nature of the budgeting
process in Russian Federation where the projects’
funding is skewed towards the end of the year and
the target of debt financing is to decrease so called
“liquidity gap”.
As at December 31, 2009 and 2010, the Group had
RUB 12.8 billion (according to pro forma financial
statements) and RUB 20.0 billion (according to
consolidated financial statements) in cash and cash
equivalents, respectively. Cash and cash equivalents
comprise cash balances, bank account balances and call
deposits with original maturities of three months or
less. The increase in cash balances was largely due to
receipt by MSTT of advance payments from its
customers. According to consolidated financial
statements given the debt of RUB 6.7 billion as at the
end of 2010 and RUB 20.0 billion in cash, the net cash
position amounted to RUB 13.3 billion.

As at December 31
2009

2010
RUB million

Loans and borrowings
Finance lease liabilities

9,902

Change
RUB million

%

(4,288)

–43.3%

5,614

552

1,061

509

92.2%

10,454

6,675

(3,779)

-36.1%

Cash and cash equivavelnts

12,792

19,950

7,158

56.0%

Net debt

(2,338)

(13,275)

(10,937)

467.8%

Source: The Company’s analysis of pro forma financial statements and consolidated financial statements

Strong financial position as
at the end of 2010 — great
opportunities for further
Mostotrest’s business growth
in 2011
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Capital Resources and Capital Requirements
Loans and Borrowings
The Group’s financial indebtedness consists of bank loans and finance leases. The following table sets out the
carrying amounts of the Group’s indebtedness as at December 31, 2009 and 2010.
As at December 31
2009
2010
RUB million
Selected long-term liabilities
Unsecured bank loans and borrowings
Finance lease liabilities
Total selected long-term liabilities
Selected short-term liabilities
Secured bank loans and borrowings
Unsecured bank loans and borrowings
Finance lease liabilities
Total selected short-term liabilities
Total

Change
RUB million

%

4,200
175
4,375

–
491
491

(4,200)
316
(3,884)

–100.0%
180.6%
–88.8%

5,045

700

(4,345)

–86.1%

657
377
6,079

4,914
570
6,184

4,257
193
105

647.9%
51.2%
1.7%

10,454

6,675

(3,779)

–36.1%

Source: The Company’s analysis of pro forma financial statements and consolidated financial statements

Bank Loans
During the period under review, the Group entered into
a number of ruble-denominated bank loan agreements,
which had an aggregate principal amount outstanding
of RUB 5.6 billion as at December 31, 2010 according
to consolidated financial statements. The weightedaverage interest rate for the Group’s bank loans was
7.7% as at December 31, 2010 (15.8% as at December
31, 2009) with maturity between 2011 and 2013.
According to consolidated financial statements as at
December 31, 2010, the bank loans of RUB 0.7 billion
(RUB 5.0 billion as at December 31, 2009) were secured
by property, plant and equipment, inventories of the
Group and revenue from construction contracts.
The following table sets out the maturity profile of the
long-term bank loans:

RUB million
Between 1 and 2 years

As at December 31
2009
2010
208
208

and loading machines for an aggregate principal amount
of RUB 0.7 billion. As at December 31, 2010, all of the
Group’s finance leases are secured by the relevant
leased assets.
The following table summarizes the contractual principal
maturities of the finance lease obligations:

RUB million
Less than one year
Between 1 and 2 years
Total

As at December 31
2009
2010
377
175
552

570
491
1,061

Source: The Company’s analysis of pro forma financial
statements and consolidated financial statements

For further details on loans and finance lease
obligations, see note 24 of the consolidated financial
statements.

–
–

Source: The Company’s analysis of pro forma financial
statements and consolidated financial statements

Finance Leases
During the period under review, the Group entered into
a number of finance lease agreements for leasing of
construction equipment and vehicles, such as hoisting
cranes, drilling devices, excavators, pile drivers, buses

The Company doesn’t bear
any currency risk as almost
all loans are nominated
in Rubles
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Working Capital
The table below sets out the components of the Group’s working capital as at December 31, 2009 and 2010.
2009

2010
RUB million

Change
RUB million

%
31.7%

Inventories

2,989

3,938

949

Trade and other receivables

3,499

6,144

2,645

75.6%

Amounts due from customers on construction contracts

3,216

7,084

3,868

120.3%

Prepayments
Total working capital assets

7,251

13,739

6,488

89.5%

16,955

30,905

13,950

82.3%

Trade and other payables

(15,052)

(16,394)

(1,342)

8.9%

Amounts due to customers on construction contracts

(13,425)

(29,701)

(16,276)

121.2%

Total working capital liabilities

(28,477)

(46,095)

(17,618)

61.9%

Net working capital

(11,522)

(15,190)

(3,668)

31.8%

Source: The Company’s analysis of pro forma financial statements and consolidated financial statements

The Group defines working capital as the difference
between current operating assets (net of cash and
cash equivalents) and current operating liabilities (net
of loans and borrowings), as shown in the table above.
Typically, the Group’s net working capital decreases
towards the end of each year primarily due to the
tendency of outstanding amounts relating to projects
funded from the Russian federal budget to be paid in
the second half of the year to a larger extent, rather
than the first half due to the state budget processes.

In 2009 and 2010, the Group was able to finance its
working capital requirements primarily with cash flow
from operations, derived largely from advance payments
from customers (up to 30%48 of contract price) and
periodic progress payments according to construction
contracts, supplemented where necessary by short-term
loans and borrowings.

The negative net working capital (customers effectively
pre-financed construction works) amounted to RUB 11.5
billion as at December 31, 2009 according to pro
forma financial statements and RUB 15.2 billion as at
December 31, 2010 according to consolidated financial
statements. The increase in the negative net working
capital was largely due to receipt by MSTT of advanced
payments from its customers carried through cash and
cash equivalents in the statement of financial condition
as at December 31, 2010.

Capital Expenditure

48 Company data
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The Group had RUB 25.3 billion of undrawn committed
debt facilities available to it as at December 31, 2010.

The Group’s capital expenditures in 2009 and 2010
have principally been made to fund capital investments
in construction equipment and vehicles as part of
a fixed assets renewal program, as well as to acquire
a 51.0% equity interest in ETS, a 50.1% equity
interest in TSM and a 25.002% equity interest in
Mostostroy-11. The Group’s total capital expenditure
(excluding VAT) amounted to RUB 2.6 billion in 2009,
including a prepayment of RUB 1.6 billion in connection
with the acquisition of the 25.002% equity interest in
Mostostroy-11 and RUB 6.7 billion in 2010, including
a total of RUB 3.4 billion to acquire a 51.0% equity
interest in ETS and a 50.1% equity interest in TSM.
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Backlog in Detail
Largest projects in Mostotrest backlog as at December 31, 2010
Project

Mostotrest
contract value49
(RUB billion)

Expected % of completion
completion (as at December
date
31, 2010)

Backlog as
at December
31, 2010

Role in the project

Construction of the Kurortny Avenue Relief Road in Sochi,
Phases 2 and 3

50.3

2013

0%

50.3

General contractor

Construction of a section of the Moscow Fourth Ring Road

56.0

2015

15%

47.8

General constructor

Construction of a section (15–58 km) of the Moscow – Saint
Petersburg Tollway

41.0

2013

0%

41.0

General constructor

Construction of the M-27 Dzhubga – Sochi Highway

4.9

2012

2%

4.8

Subcontractor

Extension of N.Novgorod subway system with a bridge over
Oka river

5.8

2011

48%

3.0

General constructor

Construction of the Kurortny Avenue Relief Road in Sochi,
Phase 1

4.6

2012

37%

2.9

Subcontractor

Construction of the “Adler ring” traffic interchange in Sochi

4.2

2011

55%

2.3

General constructor

Construction of the “Golubye Dali” traffic interchange in Sochi

2.5

2011

91%

2.3

Subcontractor

Reconstruction of the bridge over the Volga River on 176 km
of the M-10 “Russia” Highway

2.6

2013

19%

2.1

General constructor

Construction of adjacent road elements for Oka River Bridge
in Nizhny Novgorod

4.3

2011

53%

2.0

Subcontractor
General
constructor/
Subcontractor

Other projects

72.3

12.9

Total backlog

248.5

171.4

Source: Company data

49 Net of VAT
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AIRPORTS
LONG DISTANCES AND POOR
ROAD INFRASTRUCTURE MAKE AIR
TRANSPORTATION VITALLY IMPORTANT
TO MANY REMOTE REGIONS
ONLY 62% OF AIRPORTS HAVE PAVED
RUNWAYS
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MILESTONE PROJECTS 2010—2015

STRONG GROWTH IN PASSENGER
NUMBERS (DOUBLED SINCE 2001)

Milestone Projects within the FTP,
2010–2015
Construction
period

RUB billion (net of VAT)

Contract value

Reconstruction of “Domodedovo”
Airport at Moscow

2010–2015

31.2

Reconstruction of “Sheremetyevo”
Airport at Moscow

2010–2014

29.8

Development of “Vnukovo” Airport
at Moscow

2010–2014

23.7

Reconstruction of Sochi Airport

2010–2012

21.3

Construction of “Yuzhny” Airport
at Rostov-on-Don

2011–2015

21.2
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Largest projects in ETS backlog as at December 31, 2010
Project

Construction of the Naryn – Lukogan Railway

ETS contract
value50
(RUB billion)

Expected
completion
date

% of completion
(as at December
31, 2010)

Backlog as at
December 31,
2010

Role in the
project

24.9

2012

49%

12.8

General
contractor

Engineering protection of Imeretinskaya lowland, including
riverside strengthening

7.1

2012

0%

7.1

General
contractor

Design and survey works and construction works on the
Main Mediacenter

6.8

2012

9%

6.2

General
contractor

Renovation of the M-1 “Belarus” Highway

7.7

2011

49%

4.0

General
contractor

Campus building for Financial Academy

2.5

2014

2%

2.5

General
contractor

Construction of the Alpika-Service – Roza-Khutor Highway

9.3

2011

74%

2.4

General
contractor

Construction of two-level traffic interchange at the M-27
Dzhubga – Sochi Highway

2.5

2011

8%

2.3

General
contractor

Construction of inland infrastructure for cargo port in Sochi

4.0

2012

44%

2.2

General
contractor

Design and construction of facilities for Sochi sea port, with
river infrastructure

2.2

2011

0%

2.2

General
contractor

Construction of facilities for LLC “RN-Tuapsinsky NPZ”

2.1

2012

0%

2.1

General
contractor
General
contractor

Other projects

42.2

13.1

Total backlog

111.4

56.8

Source: Company data

50 Net of VAT
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Largest projects in TSM backlog as at December 31, 2010
Project

TSM contract
value51
(RUB billion)

Expected
completion
date

% of completion
(as at December
31, 2010)

Backlog as at
December 31,
2010

Role in the
project

Renovation of the M-5 “Ural” Highway section

4.5

2013

5%

4.3

General
contractor

Construction of the new railway line Losevo – Kamennogorsk

2.9

2011

1%

2.9

Subcontractor

Construction of the Alpika-Service – Roza-Khutor Highway

4.0

2011

44%

2.2

Subcontractor

Reconstruction of Sochi Airport airfield (Stage 2)

3.8

2011

40%

2.3

General
contractor

Overhaul of the highway section between Sanatornaya
station and Zolotoy Rog bay (Stage 1)

1.6

2011

17%

1.3

Subcontractor

Reconstruction of the M-4 “Don” Highway (Kashira)
52–71 km

1.5

2011

31%

1.0

General
contractor

Construction of the Naryn – Lukogan Railway

3.4

2012

83%

0.6

Subcontractor

Reconstruction of the M-4 “Don” Highway (Kashira)
48–71 km

2.0

2011

75%

0.5

Subcontractor

Construction of the Vladivostok – Nahodka – Port Vostochniy
Highway

0.9

2011

60%

0.4

Subcontractor

Reconstruction and development of the Vnukovo Airport

0.9

2011

69%

0.3

Subcontractor

Other projects

7.4

0.1

General
constructor/
Subcontractor

Total backlog

32.9

15.9

Source: Company data

51 Net of VAT
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SEAPORTS
MARITIME TRANSPORT SECTOR
PLAYS A CRUCIAL ROLE SUPPORTING
INTERNATIONAL TRADE
AT ALMOST 90 % UTILIZATION,
RUSSIA’S PORTS ARE RUNNING
AT CLOSE TO CAPACITY
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MILESTONE PROJECTS 2010—2015

MASSIVE INVESTMENT IN NEW PORT
CAPACITY IS NEEDED TO SUPPORT
GDP GROWTH

Milestone Projects within the FTP,
2010–2015
Construction
period

RUB billion (net of VAT)

Contract value

Сonstruction of a deepwater port
in Kaliningrad Bay

2010–2015

83.5

Development of aquatic areas
at the Ust-Luga seaport

2010–2015

51.0

Construction and rebuilding
of infrastructure facilities at the
Vanino seaport

2010–2015

41.2

Reconstruction of the Saint
Petersburg sea channel and port
infrastructure

2011–2015

20.0

Development of aquatic areas
at the Saint Petersburg seaport

2010–2015

17.2
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Risk Management
Efficient risk management underpins the Company’s ability to successfully implement its development strategy.
Mostotrest has a comprehensive risk control and management system in place, which enables the Company to
timely respond and prevent or mitigate the effect of adverse events on its business.
Mostotrest’s Board of Directors is responsible for
the formation and effective operation of the risk
management system, while the management oversees
further development and monitoring of the system. The
CEO submits regular implementation status reports to
the Board of Directors.
The Company’s Internal Control Service monitors
compliance with general business process requirements,
advises business and production units on internal
control issues and plays an active role in implementation
of new processes and systems, ensuring their
compliance with internal control regulations.
To ensure efficiency of operating risk management,
Mostotrest implemented relevant processes, including
an internal budgeting system and project management
standards. These standards cover Mostotrest’s
internal documents relating to project management,
resource planning, internal documentation flow and
budgeting, and are thoroughly overseen by Mostotrest’s
management.
Mostotrest’s IT system allows the Company to forecast
construction completion schedules, establish the scope
of work to be performed and analyze costs associated
with each stage of the project.
To manage raw material price risks, Mostotrest
integrates relevant projected inflation rates and other
key cost drivers likely to affect project profitability,
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into its cost budget prior to bidding. Upon winning
a tender, the Company assesses relevant raw material
needs and current market prices. If the Company
believes prices are likely to increase, it typically
purchases raw materials under long-term contracts.
Mostotrest maintains various types of insurance to
cover a variety of risks associated with its projects.
Throughout its operating activities Mostotrest has been
assessing a number of risks, which may potentially
have an adverse effect on its operations, revenue
and share price. For a detailed risk discussion please
refer to Mostotrest IPO Offering circular available at
(http://mostotrest.ru/investors/disclosing_information/
international-investment-memorandum, Section “Risk
Factors”, pp. 10–41).
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Operating risks and market risks:
−− Dependence on the level of public spending on
infrastructure construction in Russia
−− Exposure to risks arising from having government
agencies and other public bodies as customers
−− High concentration of government agencies and other
public bodies in customer base
−− Potential difficulties securing supplies of raw
materials, skilled labor and qualified and experienced
subcontractors
−− Risks specific to the infrastructure construction
industry, as well as risks related to the complex
nature of the Group’s projects
−− Cost variations during the construction process and
potential cost overruns on the Group’s projects
−− Ability to manage recently acquired companies, their
further growth and their minority shareholders
−− Growing competition from other construction
companies
−− Inflation
−− Wage growth in Russia
−− Compliance with a wide variety of laws, regulations
and construction standards
−− Ability to effectively manage subcontractor operations
−− Reliance on general contractors performing their
functions, when acting as a subcontractor
−− Potential insufficiency of insurance policy coverage
−− Dependence on skills and experience of key managers
and ability to source, retain and motivate qualified
staff
−− Limited experience in preparation of IFRS financial
statements

OJSC MOSTOTREST

−− Russian corporate governance standards remaining
insufficiently developed compared to Western
European countries or the United States, and
generally offering less protection to investors.

Other risks:
−− Political, economic, social and legal risks associated
with the Group’s operations in Russia
−− Risks relating to the Company’s shares and the
trading market
−− Risks relating to taxation.

Mostotrest maintains
various types of insurance
to cover a variety of risks
associated with its projects
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PULKOVO TRAFFIC
INTERCHANGE
SAINT PETERSBURG
Firstever three-level traffic interchange in Saint Petersburg

PROJECT COMPLETED IN 2007

Challenge:	
BUILD TRAFFIC INTERCHANGE WITH OUT HALTING
AUTOMOBILE AND RAIL TRAFFIC
Solution:	Technical solution avoiding temporary bridge footings
on driveway
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GOVERNANCE
Corporate Governance
Efficient corporate governance system plays an important role in achieving Mostotrest’s strategic objectives. Based
on a strict alignment with the Company shareholders’ rights and interests, a precise distribution of responsibility
between management bodies, as well as information transparency and effective control, the corporate governance
system is a key driver of Mostotrest’s competitiveness.
Our corporate governance system is based on current
Russian legislation for public companies and the
securities market. However, Mostotrest goes beyond the
existing regulations, also seeking to achieve compliance
with modern standards and international best practices.
In 2011, we intend to adopt an independently developed
Corporate Governance Code based on international best
practices, taking a new step toward a greater efficacy of
management processes, transparency and responsibility
vis-à-vis our shareholders.
Key steps as part of our systemized approach to
improvement of the corporate governance system in
2010 included establishment of the Board of Directors’
Audit Committee, introduction of the independent
director system, adoption of Insider Information Rules,
and establishment of the Internal Corporate and Financial
Control Unit answerable to the Audit Committee.

While forming our Board of Directors, we target
a combination of skills and professional expertise, which
would maximize benefits for the Company. In addition,
we aim to maintain a balance between executive and
non-executive Board members, including independent
directors, in order to ensure the best possible
representation of interests of all shareholders, as well as
the most efficient management of the Company.

Board of Directors

The Board of Directors currently consists of 11 members,
nine of whom are non-executive directors (including the
Chairman of the Board). Two of the non-executive Board
members are independent directors. The independent
director does not have any material pecuniary
relationships or transactions with the Company,
which may affect the independence of his judgment.
Mostotrest attaches particular significance to the role
of independent directors in ensuring that strategies
initiated by management are properly scrutinized and
challenged and focus not only on shareholders’ interests
but also on the interests of the Company’s employees,
commercial partners, customers and other parties
associated with its business operations. As part of
its efforts to comply with international best practices
in corporate governance, Mostotrest appointed the
additional independent director to its Board on May 16,
2011 during the Annual General Meeting of Shareholders.

The Board of Directors ensures strategic management of
Mostotrest in the period between General Shareholders’
Meetings. The Board’s key responsibilities include
representation of shareholders’ interests, elaboration

The Chairman of the Board of Directors oversees and
ensures effectiveness of the Board’s activities. He is
responsible for convening the Board meetings and, jointly
with the CEO, for drafting meeting agendas. Prior to its

Management
The General Shareholders’ Meeting is the Company’s
supreme governing body. The Board of Directors
convenes the General Shareholders’ Meeting at least
once a year. The Board of Directors is responsible for the
overall management of the Company, including strategy
coordination and supervision of execution of the General
Shareholders’ Meetings’ decisions. The main executive
body is the CEO who is responsible for the Company’s
day-to-day operations. Independent auditors and the
Company’s Internal Audit Commission ensure control
over financial and business operations.
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of the Company’s development strategy, setting up
management targets and overseeing implementation
thereof, as well as approval of material transactions
and financial reports. The Board of Directors is governed
by the Articles of Incorporation and the Regulation on
Procedures for Convocation and Meetings of the Board
of Directors, as amended in 2010.
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distribution to the Board members, all relevant meeting
documentation is reviewed by the Chairman to establish
its accuracy and completeness. The Chairman oversees
interactions between the Company and its shareholders,
the Board of Directors and the management, as well
as executive and non-executive directors, and adopts
measures to improve efficiency thereof.
The Company Corporate Secretary and Secretary of the
Board of Directors is Mr. Gennadiy Bogatyrev.
The composition of the Board of Directors as elected by
the Annual General Shareholders’ Meeting of May 16,
2011, is set out below.

directors. Board member compensation is calculated based
on the formula set out below:
Compensation =

NI×A
, where
100×B×C

NI – Net Income; А – number of Board meetings attended by each
individual director; В – number of Board members;
С – number of Board meetings in between annual general
shareholders’ meetings.

The compensation paid to the Board members in 2010,
was RUB 9.2 million, excluding additional compensation of
RUB 25.8 million will be paid based on 2010 financial results.

Board Committees

The Board of Directors convenes four times a year, in
accordance with the schedule as adopted at the beginning
of each year. In between regular meetings the Board may
convene for extraordinary meetings to discuss urgent
operating issues and adopt relevant decisions. In 2010,
the Board held 37 meetings to discuss current operating
issues and adopt strategic decisions, including:

To enhance the Board’s efficiency, a system of Board
committees was introduced in 2010. The aim of the Board
committees is to advise the Board of Directors on relevant
issues pertaining to its competences. The Board’s Audit
Committee has been up and running since October 2010,
while the Remuneration Committee will be set up in 2011.

−− Acquisition of ETS and TSM
−− Approval of contracts for the construction of the
15–58 km section of the Moscow – Saint Petersburg
Tollway and M-27 Dzhubga – Sochi Highway
−− Approval of the dividend policy
−− Decisions on an additional share issue, share buyback
price and a capital increase through additional share
offering.

The Audit Committee assists the Board of Directors in
supervising and monitoring the integrity and accuracy of
the Company’s financial and other reports, the adequacy
of the reporting, internal control, internal audit and risk
management processes, as well as compliance with the
existing legislation, Articles of Incorporation and other
internal regulations.

Compensation of the Board of Directors
Subject to their good faith performance, members of the
Board of Directors are remunerated for participation in the
Board meetings and reimbursed for associated expenses.
All members of the Board of Directors except the CEO are
entitled to compensation for their service on the Board.
Directors with less than 50% Board meeting attendance
are not entitled to compensation.
Compensation of the Board members consists of fixed
and variable components. Mostotrest Board members
receive a per-meeting-attendance fee equal to 6 times the
minimum legal wage effective as at the date of the Board
meeting.

Audit Committee

The Audit Committee consists of three Board members.
The Committee must be chaired by an independent director.
The composition of the Audit Committee as elected in
2011:
−− Arnout Dirk Lugtmeijer, Committee Chairman
−− Maria Zhurba
−− Denis Demidov.
The Audit Committee convenes at least once every three
months. The Committee held one meeting in 2010, to
discuss the following:
−− Organization and planning of the Audit Committee
activities
−− The performance of the Company’s auditor KPMG
−− Status of the internal audit process and management.

The total annual compensation payable to each member
of the Board is linked to the Company’s net profit for the
year and the number of meetings attended by individual
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Georgy Koryashkin

Maria Zhurba

Arnout Dirk
Lugtmeijer

−− Chairman of the Board of
Directors, Non-executive Director
−− Elected upon nomination from
Mark O’Polo
−− Member of the Board since 2007

−− Deputy Chairman of the Board of
Directors, Non-executive Director
−− Elected upon nomination from
Mark O’Polo
−− Member of the Board since 2008

−− Independent Non-executive
Director
−− Member of the Board since 2011

Vladimir Vlasov

Leonid Dobrovsky

Irina Egorova

−− Executive Director
−− CEO
−− Elected upon nomination from
Mark O’Polo
−− Member of the Board since 2011

−− Executive Director
−− Deputy CEO
−− Elected upon nomination from
Mark O’Polo
−− Member of the Board since 2011

−− Non-executive Director
−− Elected upon nomination from
Mark O’Polo
−− Member of the Board since 2011
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Irina Makanova

Mikhail Noskov

Elena Sukhorukova

−− Non-executive Director
−− Elected upon nomination from
Mark O’Polo
−− Member of the Board since 2011

−− Independent Non-executive
Director
−− Member of the Board since 2011

−− Non-executive Director
−− Elected upon nomination from NPF
Blagosostoyanie
−− Member of the Board since 2008

The Board of Directors
currently consists
of 11 members including
two independent
directors as elected
by the Annual General
Meeting of Shareholders
of May 16, 2011

Oleg Toni

Denis Demidov

−− Non-executive Director
−− Elected upon nomination from NPF
Blagosostoyanie
−− Member of the Board since 2008

−− Non-executive Director
−− Elected upon nomination from NPF
Blagosostoyanie
−− Member of the Board since 2011
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Senior Management
The Company’s senior management has vast industry expertise and up-to-date management skills.

Vladimir Vlasov
CEO, Member of the Board of Directors
Mr. Vlasov has served as CEO since he joined the Company in 2006. Mr. Vlasov has
more than 15 years management experience, including over four years in the infrastructure construction industry. Prior to joining Mostotrest he held managerial positions in
forwarding companies and seaports of Murmansk and Saint Petersburg, as well as in
SeverStalTrans. In 2000–2005 he served as CEO of Kolomna Plant Holding Company. He
has previous experience of serving on the Board of Directors of Mostotrest.
Mr. Vlasov holds an MBA degree from the Russian Academy of National Economy.

Leonid Dobrovsky,
Deputy CEO, Member of the Board of Directors
Mr. Dobrovsky has served as Deputy CEO since 2006. Prior to joining the Group, he
held CEO positions at Mostal and Montazhtransstroy-MTK. His earlier professional
experience included representing Meyvaert Glass Engineering (Belgium) in Russia.
Mr. Dobrovsky graduated from the Moscow Physics and Technology Institute in 1988
and holds a degree in fluid mechanics.

Valery Dorgan, Deputy CEO for Marketing
Mr. Dorgan has served as Deputy CEO for Marketing since 2010. Mr. Dorgan has over
35 years of experience in the transport infrastructure construction sector. Prior to
joining the Group, he held various managerial positions at federal state enterprises
responsible for highway infrastructure development in central Russia.
He graduated from the Moscow State Automobile and Highway Institute in 1978
and holds a degree in airfield construction. He also received a degree in construction
management from the Ordzhonikidze Moscow Management Institute in 1987, and
holds a PhD in economics.
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Victor Korotin
Chief Engineer, First Deputy CEO
Victor Korotin joined Mostotrest in 1970 and has held various managerial positions,
including Head of Planning and Chief Technologist. He has served as Mostotrest’s Chief
Engineer since 1990. He is the Group’s most senior technical officer and has more than
40 years of experience in the Russian engineering and construction industry.
Mr. Korotin graduated from the Novosibirsk Institute for Railway Transport Engineers in
1965.

Alexander Ostrovsky
Deputy CEO for Production
Mr. Ostrovsky joined Mostotrest in 1973 and has held various managerial positions,
including Head of Production and Technology and Deputy Chief Engineer of
Mostootryad-18, one of Mostotrest’s regional affiliate. Mr. Ostrovsky has more
than 30 years of experience in the bridge construction industry, including more than
20 years in managerial positions.
Mr. Ostrovsky graduated from the Moscow Engineering and Construction Institute in
1973 and holds a degree in hydro infrastructure development.

Boris Sakun
CEO of TSM
Mr. Sakun has served as CEO of TSM since 2010. Prior to joining TSM, he held various
managerial positions at Norilsk Nickel, Transmonolit and ETS. He has also served as
First Deputy CEO of ETS since 2007.
Mr. Sakun graduated from the Moscow Railway Engineering Institute in 1986 and
holds a PhD in Technical Sciences.

Oleg Tanana, Deputy CEO for Economics and Finance
Mr. Tanana has served as Deputy CEO for Economics and Finance since 2006. Prior
to joining the Group, he was Director for Economics and Finance of Kolomna Plant
Holding Company and of ZAO Balance-Oil. He has previous experience of serving on
the Board of Directors of Mostotrest.
Mr. Tanana graduated from the Belarusian State University of National Economy in
1991 and holds a degree in economics and social planning. Mr. Tanana also completed
a finance and economics course at the Russian Academy of National Economy in 2004.
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Social Responsibility
Aiming to comply with international best practices in the area of corporate social responsibility, Mostotrest
continues to take measures to improve the living standards of its employees and of their families, prevent negative
environmental impact and build a constructive dialogue with society.

People are Our Greatest Asset
Our team of highly skilled professional managers is one
of the market’s best. Mostotrest management expertise
is underpinned by the unique technical knowledge of our
engineers, many of whom have decades of experience in
major infrastructure construction across Russia. Equally
important are our employees whose diligence helps us
to implement construction projects.
Our employees are greatly appreciated. Concern for
people has always been and remains a priority for
Mostotrest and our HR policies reflect this. We are
committed to maintaining good labor conditions to
providing our staff with opportunities to further their
professional development and career prospects and to
motivating our employees in order to achieve the best
overall results.

Key objectives of our HR policy
include good labor conditions,
professional development and
career growth opportunities,
stronger motivation and
employees’ personal
commitment to achieving the
best overall results

AVERAGE MONTHLY SALARY AT MOSTOTREST
RUB
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Source: Management accounts

Acknowledging the fact that Mostotrest’s project
execution quality and reputation as a reliable contractor
is inextricably linked to the quality of its people, we
pay particular attention to vocational education and
training (VET). In line with the legislation, we organize
compulsory VET courses, as well as refresher courses for
our workers and engineers. Managers and professionals
are invited to follow specialized training courses and
attend seminars aimed at developing personal skills
and relevant professional competences. To this end, we
use both in-house trainers and third parties, including
leading universities and VET centers. Our investment in
HR development totaled approximately RUB 12.5 million
in 2010, a significant increase from 2009 levels.

VET HOURS PER EMPLOYEE
59
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All Mostotrest employees receive fair and competitive
compensation including fixed and variable salary
components, insurance policies and social benefits. In
the year under review, the average salary at Mostotrest
increased by 7% to RUB 37,897.
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To maintain a balanced staff and minimize risks
associated with staff turnover, Mostotrest has
implemented a talent pool program in recent years.
In cooperation with field-specific universities, we have
been developing a pool of talent to fill the Company’s
managerial vacancies. Over the past three years we

OJSC MOSTOTREST

have trained 62 prospective managers. In addition, we
have been pursuing a long-term university graduate
hiring program. In 2010, we hired 52 graduates as
construction and assembly site supervisors, mechanics,
engineers and economists.

Labor Safety: Key Component of Quality Management System
Mostotrest builds technically complex infrastructure
projects and staff safety is therefore one of the core
components of our quality management system. We
strictly comply with the existing Russian legislation
and regulations on labor safety and industrial security.
The Company has a Labor Safety and Industrial
Security System in place, which was developed based,
among others, on the international standard OHSAS
18001:1999. The system encompasses a set of
guidelines and standards underlying the labor safety and
industrial security management processes. A dedicated
team in each business unit oversees implementation of
the relevant corporate policy.
At Mostotrest, we do not only thoroughly monitor
compliance with all the existing labor safety rules
but also pay a great deal of attention to the safety
education of our employees and to regular evaluation
of their relevant knowledge. All production-related staff

are required to attend regular briefings on labor safety
rules. In addition, labor safety modules are included in
VET and refresher courses for blue-collar workers, with
subsequent certification.
We carefully monitor the health condition of our
employees engaged in hazardous work. Our construction
sites and production facilities are all equipped with
first-aid posts. Mostotrest adopted a workstation
certification system aimed at prevention of occupational
diseases. Staff engaged in hazardous work are offered
recreation and therapy at health resorts in the South
of Russia. For medical services, Mostotrest employees
enjoy access to up-to-date clinics.
Mostotrest’s total investment in improvement of labor
conditions, labor safety and industrial security was more
than RUB 83 million in 2010.

Environmental Protection: Key Driver of Mostotrest’s Sustainable
Development
Environmental protection is an important area
of Mostotrest operations. We fully realize our
environmental responsibility and make our best efforts
to limit the negative environmental impact.
We ensure strict conformity of our day-to-day
operations with the existing Russian environmental
legislation. Moreover, we plan our business operations
taking into consideration the need to limit the negative
impact on the environment and human health. In
addition, new technologies and equipment acquired by
Mostotrest are subject to compliance with up-to-date
environmental protection norms.

Environmental issues are at the center of focus
of Mostotrest’s management. An Environmental
Protection Service coordinating the Company’s efforts
in the area has been set up under the auspices of
the CEO. The service ensures implementation of
a single environmental protection policy, initiates
and coordinates environmental activities, informs
and advises management on environmental security
and provides the relevant procedural assistance to
Mostotrest’s business units.
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Mostotrest’s environmental policy covers four key
areas: air protection, land and vegetation protection,
water protection and responsible production and
consumption waste management. We implement an
array of environmental measures across all these
areas, which we continue to expand each year as
we apply increasingly more efficient environmental
protection tools. In 2010, Mostotrest’s expenditures on
environmental protection increased more than 2.5x to
RUB 88.2 million. The Company undergoes independent
environmental audits every year.
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Open Dialogue with Business Community
Mostotrest actively and regularly participates in trade
fairs and conferences, which allow the Company to
display its latest achievements, expand client base,
and exchange our vast knowledge and experience
in infrastructure construction with domestic and
international players. Business links established during
such forums often lay the basis for long-term partner
relationships.
Sponsorship of the 9th Sochi Investment Forum in 2010
was an important event promoting the establishment
and development of business contacts, as well as
Mostotrest’s market positioning. The Sochi Forum is one
of Russia’s key business promotion events. In addition,
as the future host of the 2014 Winter Olympics, the City
of Sochi has become a focal point for intensive transport
infrastructure development by the government.
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In 2010, Mostotrest also sponsored the 4th
International Forum “Transport of Russia”. This annual
forum, held by the Russian Ministry of Transport, is
a platform for discussing the strategic role of the
transportation system as a driver of Russia’s economic
growth. In addition, Mostotrest participated in the
International Trade Fair and Forum “Roads of Russia”,
co-hosted by the Russian Transport Ministry and the
Federal Highway Agency Rosavtodor. Road infrastructure
development and the use of advanced machinery,
technologies and materials was one of the key issues
discussed during the forum. Regular participation in
such events enables market participants to exchange
experience and monitor developments and trends both
in the transport infrastructure industry and the overall
economy.
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Consolidated Statement of Financial Position
Mln RUB
ASSETS
Non-current assets
Goodwill
Intangible assets
Property, plant and equipment
Trade and other receivables
Investments in equity accounting investees
Other investments
Other non-current assets
Total non-current assets
Current assets
Inventories
Income tax receivable
Trade and other receivables
Amounts due from customers on construction contracts
Prepayments
Other investments
Cash and cash equivalents
Total current assets
Total assets
EQUITY AND LIABILITIES
Equity
Share capital
Additional paid in capital
Reserve for available-for-sale financial assets
Prepaid shares reserve
Retained earnings
Total equity
Long-term liabilities
Loans and borrowings
Non-controlling interest
Long-term trade and other payables
Deferred income
Deferred tax liabilities
Total long-term liabilities
Short-term liabilities
Loans and borrowings
Trade and other payables
Amounts due to customers on construction contracts
Construction contracts loss provision
Other provisions
Deferred income
Current tax liabilities
Total short-term liabilities
Total liabilities
Total equity and liabilities

Note

2010

2009

6
13
14
19
6
15

2,404
1,846
13,099
51
1,525
316
19,241

26
9,421
14
216
1,512
11,189

17

3,938
15
6,144
7,084
13,739
869
19,950
51,739
70,980

2,473
1,065
810
3,095
1,103
331
4,861
13,738
24,927

131
(68)
141
6,185
9,940
16,329

131
110
9,011
9,252

491
1,076
85
358
2,010

273
306
356
935

6,184
16,394
29,701
43
31
288
52,641
54,651
70,980

6,010
4,565
3,194
170
112
689
14,740
15,675
24,927

19
18
20
15
21

22

24
25
16

24
25
18

These consolidated financial statements were approved by management on 10 April 2011 and were signed on its
behalf by
V.N.Vlasov
General director

O.G.Tanana
Director of finance

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part of, the consolidated financial
statements set out on pages 7 to 53.
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Consolidated Statement
of Comprehensive Income
Mln RUB
Revenue
Cost of sales
Gross profit
Other income
Administrative expenses
Other expenses
Results from operating activities
Finance income
Finance costs
Net finance costs
Share of loss of equity accounted investees,
net of income tax
Profit before income tax
Income tax expense
Profit for the year
Other comprehensive income
Net change in fair value of available-for-sale financial assets,
net of tax
Total comprehensive income
Earnings per share
Basic earnings per share (RUB)
Diluted earnings per share (RUB)

Note

2010

2009

7

60,279

32,392

8

(51,284)
8,995
222
(4,557)
(949)
3,711
111
(1,341)
(1,230)
(7)

(24,211)
8,181
194
(3,827)
(261)
4,287
300
(1,116)
(816)
–

12

2,474
(744)
1,730

3,471
(867)
2,604

11

31

80

1,761

2,684

7
7

10
10

9

11
11
6

23
23

The consolidated statement of comprehensive income is to be read in conjunction with the notes to, and forming part of, the consolidated financial
statements set out on pages 7 to 53.
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Consolidated Statement
of Changes in Equity
Mln RUB
Balance at 1 January 2009
Total comprehensive income for the year
Profit for the year
Other comprehensive income
Net change in fair value of available-for-sale financial assets
Income tax on other comprehensive income
Total other comprehensive income
Total comprehensive income for the year
Transactions with owners, recorded directly in equity
Dividends to equity holders
Balance at 31 December 2009
Total comprehensive income for the year
Profit for the year
Other comprehensive income
Net change in fair value of available-for-sale financial assets
Income tax on other comprehensive income
Total other comprehensive income
Total comprehensive income for the year
Transactions with owners, recorded directly in equity
Shares issued (net of related expenses)
Treasury shares acquired
Dividends to equity holders
Balance at 31 December 2010

Share
capital

Additional
paid in
capital

Reserve for
available-for-sale
financial assets

Prepaid
shares
reserve

Retained
earnings

Total
equity

131

–

30

–

6,807

6,968

–

–

–

–

2,604

2,604

–
–
–
–

–
–
–
–

100
(20)
80
80

–
–
–
–

–
–
–
2,604

100
(20)
80
2,684

–
131

–
–

–
110

–
–

(400)
9,011

(400)
9,252

–

–

–

–

1,730

1,730

–
–
–
–

–
–
–
–

39
(8)
31
31

–
–
–
–

–
–
–
1,730

39
(8)
31
1,761

–
–
–
131

–
(68)
–
(68)

–
–
–
141

6,185
–
–
6,185

–
–
(801)
9,940

6,185
(68)
(801)
16,329

The consolidated statement of changes in equity is to be read in conjunction with the notes to, and forming part of, the consolidated financial
statements set out on pages 7 to 53.
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Consolidated Statement of Cash Flows
Mln RUB
Cash flows from operating activities
Profit for the year
Adjustments for:
Depreciation and amortisation
Share of loss of equity accounted investees
Non-controlling interest
Loss on disposal of property, plant and equipment
Net finance cost
Income tax expense
Cash from operating activities before changes in working capital and provisions
Increase in inventories
(Increase)/decrease in trade and other receivables
Increase in amounts due from customers on construction contracts
Increase in prepayments for current assets
(Decrease)/increase in other liabilities
Decrease in trade and other payables
Increase in amounts due to customers on construction contracts
Cash flows from operations before income taxes and interest paid
Income tax paid
Income tax refund
Net cash from operating activities
Cash flows from investing activities
Proceeds from sale of property, plant and equipment
Interest received
Dividends received
Loans given
Acquisition of property, plant and equipment
Acquisition of equity accounting investments
Acquisition of other investments
Placement of funds on bank deposits
Acquisition of intangible assets
Repayment of the loans given
Acquisition of subsidiaries
Net cash used in investing activities
Cash flows from financing activities
Net proceeds from issuance of shares
Aсqusition of treasury shares
Proceeds from borrowings
Repayment of borrowings
Payment of finance lease liabilities
Interest paid
Dividends paid
Net cash from/(used in)financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

2010

2009

1,730

2,604

2,777
7
33
216
1,210
744
6,717
(549)
(1,036)
(3,234)
(1,098)
(108)
(914)
17,617
17,395
(796)
36
16,635

1,421
–
–
33
966
867
5,891
(67)
214
(331)
(102)
8
(271)
853
6,195
(1,213)
–
4,982

44
59
44
(1,414)
(1,217)
(63)
(32)
(200)
(271)
1,051
(1,142)
(3,141)

72
67
2
(128)
(245)
(1,556)
–
–
(24)
646
–
(1,166)

6,185
(68)
28,852
(30,597)
(687)
(1,289)
(801)
1,595
15,089
4,861
19,950

–
–
9,883
(12,403)
(186)
(1,060)
(400)
(4,166)
(350)
5,211
4,861

The consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of, the consolidated financial statements
set out on pages 7 to 53.
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Notes to the Consolidated Financial
Statements
1

Background

(a) Organisation and operations
OJSC Mostotrest (the “Company”) and its subsidiaries (the “Group”) comprise Russian open joint stock
companies (OAO) and limited liability (OOO) companies as defined in the Civil Code of the Russian Federation.
The Company was established as a state-owned enterprise in 1930. The Company was privatised as an open
joint stock company in December 1992.
The Company’s registered office is Myasnitskaya Street 24/7, Bld.3, Moscow, 101990, Russian Federation.
The Group’s principal activity is the construction of transport infrastructure items, including railway, highway
and city bridges, overpasses, interchanges, and other engineering structures for the state municipal entities.
The Group’s major customers are government agencies and other public bodies. The Group primarily operates
in the European part of the Russian Federation.
The Company’s shares are traded under MSTT symbol on the Russian Trading System (RTS) and Moscow
Interbank Currency Exchange (MICEX) stock exchanges in Russia.

(b) Business environment
The Group’s operations are primarily located in the Russian Federation. Consequently, the Group is exposed
to the economic and financial markets of the Russian Federation which display characteristics of an
emerging market. The legal, tax and regulatory frameworks continue development, but are subject to varying
interpretations and frequent changes which together with other legal and fiscal impediments contribute to the
challenges faced by entities operating in the Russian Federation. The consolidated financial statements reflect
management’s assessment of the impact of the Russian business environment on the operations and the
financial position of the Group. The future business environment may differ from management’s assessment.

2

Basis of preparation

(a) Statement of compliance
These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRSs”).

(b) Basis of measurement
The consolidated financial statements are prepared on the historical cost basis except:
−− items of property, plant and equipment are stated at their fair values as at the date of the firsttime adoption of IFRSs;
−− financial investments classified as available-for-sale are stated at fair value;
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−− equity items in existence at 31 December 2002 include adjustments for the effects of hyperinflation,
which were calculated using conversion factors derived from the Russian Federation Consumer Price
Index published by the Russian Statistics Agency, GosKomStat. Russia ceased to be hyperinflationary
for IFRS purposes as of 1 January 2003.

(c) Functional and presentation currency
The national currency of the Russian Federation is the Russian Rouble (“RUB”), which is the Company’s functional
currency and the currency in which these consolidated financial statements are presented. All financial information
presented in RUB has been rounded to the nearest million.

(d) Use of estimates and judgments
The preparation of consolidated financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actual results may differ from those estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised and in any future periods affected.
Information about critical judgments in applying accounting policies that have the most significant effect on the
amounts recognised in the consolidated financial statements is included in the following notes:
−− Note 14
−− Note 18
−− Note 26(b)

fair value as deemed cost of property, plant and equipment;
construction contracts in progress;
allowances for trade receivables.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material
adjustment within the next financial year is included in the following notes:
−− Note 7	revenue recognition based on the percentage-of-completion method
on construction contracts;
−− Note 29
contingencies.

(e) Changes in accounting policies and presentation
With effect from 1 January 2010, the Group changed its accounting policies in the following areas:
−− accounting for business combinations
−− accounting for revenue from general contractors
		 Accounting for business combinations
With effect from 1 January 2010, the Group changed its accounting policies with respect to accounting for business
combinations.
From 1 January 2010 the Group has applied IFRS 3 Business Combinations (2008) in accounting for business
combinations. The change in accounting policy has been applied prospectively and has had no material impact on
earnings per share.
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Business combinations are accounted for using the acquisition method as at the acquisition date, which is the
date on which control is transferred to the Group. Control is the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities. In assessing control, the Group takes into
consideration potential voting rights that currently are exercisable.
		 Acquisitions on or after 1 January 2010
For acquisitions on or after 1 January 2010, the Group measures goodwill at the acquisition date as:
−− the fair value of the consideration transferred; plus
the recognised amount of any non-controlling interests in the acquiree; plus, if the business
combination is achieved in stages, the fair value of the existing equity interest in the acquiree;
less
−− the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities
assumed.
When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.
The consideration transferred does not include amounts related to the settlement of pre-existing relationships.
Such amounts are generally recognised in profit or loss.
Costs related to the acquisition, other than those associated with the issue of debt or equity securities, that
the Group incurs in connection with a business combination, are expensed as incurred.
Any contingent consideration payable is recognised at fair value at the acquisition date. If the contingent
consideration is classified as equity, it is not remeasured and settlement is accounted for within equity.
Otherwise, subsequent changes to the fair value of the contingent consideration are recognised in profit or
loss.
For the measurement of goodwill prior to 1 January 2010, see note 3(f)(i).

3

Significant accounting policies
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements and have been applied consistently by Group entities, except as explained in
note 2(e), which addresses changes in accounting policies.

(a) Basis of consolidation
(i) Business combinations
The Group has changed its accounting policy with respect to accounting for business combinations. See note 2
(e) for further details.
		 Acquisitions prior to 1 January 2008
In respect of acquisitions prior to 1 January 2008, the Group measures goodwill as the difference between
the Company’s interest in a subsidiary’s net identifiable assets on the date of transition and the cost of that
interest. Negative goodwill is credited to retained earnings.
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(ii) Acquisitions of non-controlling interests
Acquisitions of non-controlling interests are accounted for as transactions with equity holders in their capacity of
as equity holders. Therefore no goodwill is recognised as a result of such transactions. The adjustments to noncontrolling interests are based on a proportionate amount of the net assets of the subsidiary.

(iii) Subsidiaries
Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control ceases. The
accounting policies of subsidiaries have been changed when necessary to align them with the policies adopted by
the Group. Losses applicable to the non-controlling interests in a subsidiary are allocated to the non-controlling
interests even if doing so causes the non-controlling interests to have a deficit balance.

(iv) Loss of control
Upon the loss of control, the Group derecognises the assets and liabilities of the subsidiary, any non-controlling
interests and the other components of equity related to the subsidiary. Any surplus or deficit arising on the loss of
control is recognised in profit or loss. If the Group retains any interest in the previous subsidiary, then such interest
is measured at fair value at the date that control is lost. Subsequently it is accounted for as an equity-accounted
investee or as an available-for-sale financial asset depending on the level of influence retained.

(v) Investments in associates (equity accounted investees)
Associates are those entities in which the Group has significant influence, but not control, over the financial and
operating policies. Significant influence is presumed to exist when the Group holds between 20% and 50% of the
voting power of another entity. Joint ventures are those entities over whose activities the Group has joint control,
established by contractual agreement and requiring unanimous consent for strategic financial and operating
decisions.
Investments in associates are accounted for using the equity method and are recognised initially at cost. The cost of
the investment includes transaction costs.
The Group’s investment includes goodwill identified on acquisition, net of any accumulated impairment losses.
The consolidated financial statements include the Group’s share of the income and expenses and equity movements
of equity accounted investees, after adjustments to align the accounting policies with those of the Group, from the
date that significant influence commences until the date that significant influence ceases.
When the Group’s share of losses exceeds its interest in an equity accounted investee, the carrying amount
of that interest (including any long-term investments) is reduced to zero and the recognition of further losses
is discontinued, except to the extent that the Group has an obligation or has made payments on behalf of the
investee.
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(vi) Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealised gains arising from
transactions with equity-accounted investees are eliminated against the investment to the extent of the
Group’s interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but only
to the extent that there is no evidence of impairment.

(b) Foreign currency transactions
Transactions in foreign currencies are translated to RUB at exchange rates at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the
functional currency at the exchange rate at that date. The foreign currency gain or loss on monetary items is
the difference between amortised cost in the functional currency at the beginning of the period, adjusted for
effective interest and payments during the period, and the amortised cost in foreign currency translated at the
exchange rate at the end of the reporting period.
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated to the functional currency at the exchange rate at the date that the fair value was determined.
Non-monetary items in a foreign currency that are measured in terms of historical cost are translated using
the exchange rate at the date of the transaction. Foreign currency differences arising in retranslation are
recognised in profit or loss, except for differences arising on the retranslation of available-for-sale equity
instruments which are recognised in other comprehensive income.

(c) Financial instruments
(i) Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, trade and other
receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.
The Group initially recognises loans and receivables and deposits on the date that they are originated. All
other financial assets are recognised initially on the trade date at which the Group becomes a party to the
contractual provisions of the instrument.
The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire,
or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Group is recognised as a separate asset or
liability.
Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Group has a legal right to offset the amounts and intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.
The Group classifies non-derivative financial assets into the following categories: loans and receivables, cash
and cash equivalents and available-for-sale financial assets.

11

Appendices
Consolidated Financial Statements
as at and for the year
ended 31 December 2010

CREATING
OPPORTUNITIES

		 Loans and receivables
Loans and receivables are a category of financial assets with fixed or determinable payments that are not quoted
in an active market. Such assets are recognised initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition loans and receivables are measured at amortised cost using the effective interest
method, less any impairment losses.
Loans and receivables category comprise trade and other receivables as presented in note 19.
		 Cash and cash equivalents
Cash and cash equivalents comprise cash balances, call deposits and highly liquid investments with original
maturities at initial recognition of three months or less.
		 Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale or are
not classified in any of the above categories of financial assets. Subsequent to initial recognition, they are measured
at fair value and changes therein, other than impairment losses (see note 3(j)(i)) and foreign currency differences on
available-for-sale debt instruments (see note 3(b)), are recognised in other comprehensive income and presented
within equity in the fair value reserve. When an investment is derecognised or impaired, the cumulative gain or loss
in equity is reclassified to profit or loss. Unquoted equity instruments whose fair value cannot reliably be measured
are carried at cost.
Available-for-sale financial assets comprise equity securities and debt securities.
		Other
Other non-derivative financial instruments are measured at amortised cost using the effective interest method, less
any impairment losses. Investments in equity securities that are not quoted on a stock exchange are principally
valued using valuation techniques such as discounted cash flow analysis, option pricing models and comparisons to
other transactions and instruments that are substantially the same. Where fair value cannot be reliably measured,
investments are stated at cost less impairment losses.
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(ii) Non-derivative financial liabilities
The Group initially recognises debt securities issued and subordinated liabilities on the date that they are
originated. All other financial liabilities (including liabilities designated at fair value through profit or loss) are
recognised initially on the trade date at which the Group becomes a party to the contractual provisions of the
instrument.
The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or
expire.
Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Group has a legal right to offset the amounts and intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.
The Group classifies non-derivative financial liabilities into the other financial liabilities category. Such financial
liabilities are recognised initially at fair value less any directly attributable transaction costs. Subsequent to
initial recognition, these financial liabilities are measured at amortised cost using the effective interest method.
Other financial liabilities comprise loans and borrowings, bank overdrafts and trade and other payables.
Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash management are
included as a component of cash and cash equivalents for the purpose of the statement of cash flows.
		 Non-controlling interest
In accordance with the Law on Limited Liability Companies No. 14-FZ dated 8 February 1998, each participant
in a Russian limited liability company is entitled to withdraw from the company and receive the actual value of
its participatory share in the company, if the company’s charter does not provide for the opposite. Such rights
are recognized as a debt instrument and, therefore, profit or loss attributable to minority participants are
recognized as finance costs.

(d) Share capital
		 Ordinary shares
Ordinary shares are classified as equity. Incremental costs directly attributable to issue of ordinary shares and
share options are recognised as a deduction from equity, net of any tax effects.
		 Repurchase, disposal and reissue of share capital (treasury shares)
When share capital recognised as equity is repurchased, the amount of the consideration paid, which includes
directly attributable costs, net of any tax effects, is recognised as a deduction from equity. Repurchased shares
are classified as treasury shares and are presented in the reserve for own shares. When treasury shares are
sold or reissued subsequently, the amount received is recognised as an increase in equity, and the resulting
surplus or deficit on the transaction is presented in share premium.
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(e) Property, plant and equipment
(i) Recognition and measurement
Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses. The cost of property, plant and equipment at 1 January 2008, the date of transition to IFRSs,
was determined by reference to its fair value at that date.
Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed
assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the asset to
a working condition for their intended use, the costs of dismantling and removing the items and restoring the site
on which they are located. Cost also may include transfers from equity of any gain or loss on qualifying cash flow
hedges of foreign currency purchases of property, plant and equipment. Purchased software that is integral to the
functionality of the related equipment is capitalised as part of that equipment.
When parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.
The gain or loss on disposal of an item of property, plant and equipment is determined by comparing the proceeds
from disposal with the carrying amount of property, plant and equipment, and is recognised net within other
income/other expenses in profit or loss.

(ii) Subsequent costs
The cost of replacing a component of an item of property, plant and equipment is recognised in the carrying amount
of the item if it is probable that the future economic benefits embodied within the component will flow to the Group
and its cost can be measured reliably. The carrying amount of the replaced component is derecognised. The costs of
the day-to-day servicing of property, plant and equipment are recognised in profit or loss as incurred.

(iii) Depreciation
Depreciation is based on the cost of an asset less its residual value. Significant components of individual assets are
assessed and if a component has a useful life that is different from the remainder of that asset, that component is
depreciated separately.
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of an
item of property, plant and equipment, since this most closely reflects the expected pattern of consumption of the
future economic benefits embodied in the asset. Leased assets are depreciated over the shorter of the lease term
and their useful lives unless it is reasonably certain that the Group will obtain ownership by the end of the lease
term. Land is not depreciated.
The estimated useful lives for the current and comparative periods are as follows:

Buildings and structures
Machinery and equipment
Venicles
Other PPE

2010

2009

23
7
7
4

25
6
6
2

Depreciation methods, useful lives and residual values are reviewed at each financial year end and adjusted if
appropriate.
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(f) Intangible assets
(i) Goodwill
Goodwill (negative goodwill) that arises on the acquisition of subsidiaries is included in intangible assets. For
the measurement of goodwill at initial recognition, see note,see note 2(e).
		 Acquisitions prior to 1 January 2008
As part of its transition to IFRSs, the Group elected to restate only those business combinations that occurred
on or after 1 January 2008. In respect of acquisitions prior to 1 January 2008, goodwill represents the
difference between the Company’s interest in a subsidiary’s net identifiable assets on the date of transition
and the cost of that interest.
		 Acquisitions between 1 January 2008 and 1 January 2010
There were no acquisitions between 1 January 2008 and 1 January 2010.
		 Subsequent measurement
Goodwill is measured at cost less accumulated impairment losses. In respect of equity accounted investees,
the carrying amount of goodwill is included in the carrying amount of the investment, and an impairment loss
on such an investment is not allocated to any asset, including goodwill, that forms part of the carrying amount
of the equity accounted investee.

(ii) Other intangible assets
Other intangible assets that are acquired by the Group, which have finite useful lives, are measured at cost
less accumulated amortisation and accumulated impairment losses.

(iii) Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure, including expenditure on internally generated goodwill
and brands, is recognised in the profit or loss as incurred.
Amortisation is calculated over the cost of the asset, or other amount substituted for cost, less its residual
value.
Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of intangible
assets, other than goodwill, from the date that they are available for use since this most closely reflects the
expected pattern of consumption of future economic benefits embodied in the asset. The estimated useful lives
of intangible assets are as follows:
−− Construction contracts 		
−− Software			

1.5 years
3–5 years
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Amortisation methods, useful lives and residual values are reviewed at each financial year end and adjusted if
appropriate.

(g) Leased assets
Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified
as finance leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its
fair value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is
accounted for in accordance with the accounting policy applicable to that asset.
Other leases are operating leases and the leased assets are not recognised on the Group’s statement of financial
position.

(h) Inventories
Inventories are measured at the lower of cost and net realisable value. The cost of inventories is determined based
on the weighted-average method, and includes expenditure incurred in acquiring the inventories, production or
conversion costs and other costs incurred in bringing them to their existing location and condition. In the case of
manufactured inventories and work in progress, cost includes an appropriate share of production overheads based
on normal operating capacity.
Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of
completion and selling expenses.

(i) Amounts due from/ to customers on construction contracts
Amounts due from customers on construction contracts represent the amount of construction contracts in progress
less consideration received by the Group for works already performed. Amounts due from customers are presented
separately in the statement of financial position for all contracts in which costs incurred plus recognised profits and
losses exceeds consideration received.
If the consideration received for works performed to date exceeds costs incurred plus recognised profits and
losses, then the difference is presented as Due to customers on construction contracts in the statement of financial
position.
Construction contracts in progress represent the gross amount expected to be collected from customers for
contract work performed to date. It is measured at cost plus profit recognised to date (see note 3(m)(i)) less
recognised losses. Cost includes all expenditure related directly to specific projects and an allocation of fixed and
variable overheads incurred in the Group’s contract activities based on normal operating capacity.
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(j) Impairment
(i) Non-derivative financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that
it is impaired. A financial asset is impaired if objective evidence indicates that a loss event has occurred after
the initial recognition of the asset, and that the loss event had a negative effect on the estimated future cash
flows of that asset that can be estimated reliably.
Objective evidence that financial assets are impaired can include default or delinquency by a debtor,
restructuring of an amount due to the Group on terms that the Group would not consider otherwise,
indications that a debtor or issuer will enter bankruptcy, adverse changes in the payment status of borrowers
or issuers in the Group, economic conditions that correlate with defaults or the disappearance of an active
market for a security. In addition, for an investment in an equity security, a significant or prolonged decline in
its fair value below its cost is objective evidence of impairment.
		 Loans and receivables and held-to-maturity investment securities
The Group considers evidence of impairment for loans and receivables and held-to-maturity investment
securities at both a specific asset and collective level. All individually significant loans and receivables and
held-to-maturity investment securities are assessed for specific impairment. All individually significant loans
and receivables and held-to-maturity investment securities found not to be specifically impaired are then
collectively assessed for any impairment that has been incurred but not yet identified. Loans and receivables
and held-to-maturity investment securities that are not individually significant are collectively assessed for
impairment by grouping together loans and receivables and held-to-maturity investment securities with similar
risk characteristics.
In assessing collective impairment the Group uses historical trends of the probability of default, timing of
recoveries and the amount of loss incurred, adjusted for management’s judgement as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested
by historical trends.
An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted at the
asset’s original effective interest rate. Losses are recognised in profit or loss and reflected in an allowance
account against loans and receivables. Interest on the impaired asset continues to be recognised through the
unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.
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		 Available-for-sale financial assets
Impairment losses on available-for-sale financial assets are recognised by reclassifying the losses accumulated in
the fair value reserve in equity, to profit or loss. The cumulative loss that is reclassified from equity to profit or loss
is the difference between the acquisition cost, net of any principal repayment and amortisation, and the current fair
value, less any impairment loss previously recognised in profit or loss. Changes in impairment provisions attributable
to application of the effective interest method are reflected as a component of interest income.
If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and the increase
can be related objectively to an event occurring after the impairment loss was recognised in profit or loss, then the
impairment loss is reversed, with the amount of the reversal recognised in profit or loss. However, any subsequent
recovery in the fair value of an impaired available-for-sale equity security is recognised in other comprehensive
income.

(ii) Non-financial assets
The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax assets are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated. For goodwill and intangible assets that have indefinite
lives or that are not yet available for use, the recoverable amount is estimated each year at the same time. An
impairment loss is recognised if the carrying amount of an asset or its related cash-generating unit (CGU) exceeds
its estimated recoverable amount.
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset or CGU. For the purpose of impairment testing, assets that cannot be tested individually are grouped together
into the smallest group of assets that generates cash inflows from continuing use that are largely independent
of the cash inflows of other assets or CGU. Subject to an operating segment ceiling test, for the purposes of
goodwill impairment testing, CGUs to which goodwill has been allocated are aggregated so that the level at which
impairment testing is performed reflects the lowest level at which goodwill is monitored for internal reporting
purposes. Goodwill acquired in a business combination is allocated to groups of CGUs that are expected to benefit
from the synergies of the combination.
The Group’s corporate assets do not generate separate cash inflows and are utilised by more than one CGU.
Corporate assets are allocated to CGUs on a reasonable and consistent basis and tested for impairment as part of
the testing of the CGU to which the corporate asset is allocated.
Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are allocated
first to reduce the carrying amount of any goodwill allocated to the CGU (group of CGUs), and then to reduce the
carrying amounts of the other assets in the CGU (group of CGUs) on a pro rata basis.
An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised
in prior periods are assessed at each reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.
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(k) Employee benefits
(i) Defined contribution plans
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans, including Russia’s State pension fund, are recognised as
an employee benefit expense in profit or loss in the periods during which services are rendered by employees.
Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in future
payments is available. Contributions to a defined contribution plan that are due more than 12 months after the
end of the period in which the employees render the service are discounted to their present value.

(ii) Other long-term employee benefits
The Group’s net obligation in respect of long-term employee benefits other than pension plans is the amount
of future benefit that employees have earned in return for their service in the current and prior periods; that
benefit is discounted to determine its present value, and the fair value of any related assets is deducted. The
discount rate is the yield at the reporting date on high quality credit-rated bonds that have maturity dates
approximating the terms of the Group’s obligations and that are denominated in the same currency in which
the benefits are expected to be paid. The calculation is performed using the projected unit credit method. Any
actuarial gains or losses are recognised in profit or loss in the period in which they arise.

(iii) Short-term benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided.
A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing
plans if the Group has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee, and the obligation can be estimated reliably.

(l) Provisions
A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle
the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of money and the risks specific to the liability. The
unwinding of the discount is recognised as finance cost.

(i) Warranties
A provision for warranties is recognised when the underlying products or services are sold. The provision
is based on historical warranty data and a weighting of all possible outcomes against their associated
probabilities.
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(ii) Onerous contracts
A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from
a contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is
measured at the present value of the lower of the expected cost of terminating the contract and the expected net
cost of continuing with the contract. Before a provision is established, the Group recognises any impairment loss on
the assets associated with that contract.

(m) Revenue
(i) Construction contracts
Contract revenue includes the initial amount agreed in the contract plus any variations in contract work, claims and
incentive payments, to the extent that it is probable that they will result in an inflow of economic benefits and can
be measured reliably. As soon as the outcome of a construction contract can be estimated reliably, contract revenue
is recognised in profit or loss in proportion to the stage of completion of the contract. Contract expenses are
recognised as incurred unless they create an asset related to future contract activity.
The stage of completion is assessed by reference to the share of the costs incurred to date in the total estimated
contract costs. The contract costs that relate to future activity on the contract are excluded from costs incurred to
date in determining the stage of completion (deferred recognition) and recognized as inventories.
When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised only to
the extent of contract costs incurred that are likely to be recoverable. An expected loss on a contract is recognised
immediately in profit or loss.

(ii) Revenue from general contractor services
For certain operations the Group undertakes to perform general contractor services. In this type of contracts being
the general contractor, the Group acts as a principal, and, therefore, recognizes revenue from ultimate customer and
the related cost incurred from the subcontractrs on gross basis.

(iii) Commissions
When the Group acts in the capacity of an agent rather than as the principal in a transaction, the revenue
recognised is the net amount of commission made by the Group.

(iv) Other revenue
Revenue from other activities is recognised when significant risks and rewards of ownership have been transferred
to the buyer, recovery of the consideration is probable, the associated costs and possible return of goods can be
estimated reliably, and there is no continuing management involvement with the goods, and the amount of revenue
can be measured reliably.
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(n) Other expenses
(i) Lease payments
Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term
of the lease. Lease incentives received are recognised as an integral part of the total lease expense, over the
term of the lease.
Minimum lease payments made under finance leases are apportioned between the finance expense and the
reduction of the outstanding liability. The finance expense is allocated to each period during the lease term so
as to produce a constant periodic rate of interest on the remaining balance of the liability.
Contingent lease payments are accounted for by revising the minimum lease payments over the remaining term
of the lease when the contingency no longer exists and the lease adjustment is known.
		 Determining whether an arrangement contains a lease
At inception of an arrangement, the Group determines whether such an arrangement is or contains a lease.
A specific asset is the subject of a lease if fulfilment of the arrangement is dependent on the use of that
specified asset. An arrangement conveys the right to use the asset if the arrangement conveys to the Group
the right to control the use of the underlying asset.
At inception or upon reassessment of the arrangement, the Group separates payments and other
consideration required by such an arrangement into those for the lease and those for other elements on the
basis of their relative fair values. If the Group concludes for a finance lease that it is impracticable to separate
the payments reliably, then an asset and a liability are recognised at an amount equal to the fair value of the
underlying asset. Subsequently the liability is reduced as payments are made and an imputed finance charge
on the liability is recognised using the Group’s incremental borrowing rate.

(ii) Social expenditure
To the extent that the Group’s contributions to social programs benefit the community at large and are not
restricted to the Group’s employees, they are recognised in profit or loss as incurred.
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(o) Finance income and costs
Finance income comprises interest income on funds invested (including available-for-sale financial assets), dividend
income, gains on the disposal of available-for-sale financial assets, and gains on the remeasurement to fair value of
any pre-existing interest in an acquiree.
Interest income is recognised as it accrues in profit or loss, using the effective interest method.
Dividend income is recognised in profit or loss on the date that the Group’s right to receive payment is established,
which in the case of quoted securities is normally the ex-dividend date.
Finance costs comprise interest expense on borrowings, unwinding of the discount on provisions, and contingent
consideration, losses on disposal of available-for-sale financial assets, and impairment losses recognised on financial
assets (other than trade receivables).
Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset
are recognised in profit or loss using the effective interest method.
Foreign currency gains and losses are reported on a net basis as either finance income or finance cost depending on
whether foreign currency movements are in a net gain or net loss position.

(p) Income tax
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or
loss except to the extent that it relates to a business combination, or items recognised directly in equity or in other
comprehensive income.
Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years. Current tax payable also includes any tax liability arising from the declaration of dividends.
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for:
−− temporary differences on the initial recognition of assets or liabilities in a transaction that is not
a business combination and that affects neither accounting nor taxable profit or loss;
−− temporary differences related to investments in subsidiaries and jointly controlled entities to the
extent that it is probable that they will not reverse in the foreseeable future; and
−− taxable temporary differences arising on the initial recognition of goodwill.
Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax assets
and liabilities, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets
and liabilities will be realised simultaneously.
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In accordance with the tax legislation of the Russian Federation, tax losses and current tax assets of
a company in the Group may not be set off against taxable profits and current tax liabilities of other Group
companies. In addition, the tax base is determined separately for each of the Group’s main activities and,
therefore, tax losses and taxable profits related to different activities cannot be offset.
A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary differences, to
the extent that it is probable that future taxable profits will be available against which they can be utilised.
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

(q) Earnings per share
The Group presents basic and diluted earnings per share (“EPS”) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the period, adjusted for own shares held. Diluted EPS
is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding, adjusted for own shares held, for the effects of all dilutive potential
ordinary shares, which comprise convertible notes and share options granted to employees.

(r) Segment reporting
An operating segment is a component of the Group that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Group’s other components. All operating segments’ operating results are reviewed regularly by the Group’s
CEO, who is the Group’s chief operating decision maker, to make decisions about resources to be allocated to
the segment and assess its performance, and for which discrete financial information is available.
Segment results that are reported to the Group’s CEO include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis. Unallocated items comprise mainly corporate assets
(primarily the Group’s headquarters), head office expenses, and income tax assets and liabilities.

(s) New Standards and Interpretations early adopted
A number of new Standards, amendments to Standards and Interpretations are not yet effective as at
31 December 2010, and have not been applied in preparing these consolidated financial statements. The
following new Standards, amendments to Standards and Interpretations may potentially impact the the
Group’s financial position or performance. The Group plans to adopt these pronouncements when they become
effective.
−− Amended IFRS 7 Disclosures – Transfers of Financial Assets introduces additional disclosure
requirements for transfers of financial assets in situations where assets are not derecognised
in their entirety or where the assets are derecognised in their entirety but a continuing
involvement in the transferred assets is retained. The new disclosure requirements are
designated to enable the users of financial statements to better understand the nature of the
risks and rewards associated with these assets. The amendment is effective for annual periods
beginning on or after 1 July 2011.
−− IFRS 9 Financial Instruments will be effective for annual periods beginning on or after 1 January
2013. The new standard is to be issued in phases and is intended ultimately to replace
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International Financial Reporting Standard IAS 39 Financial Instruments: Recognition and
Measurement. The first phase of IFRS 9 was issued in November 2009 and relates to the
classification and measurement of financial assets. The second phase regarding classification and
measurement of financial liabilities was published in October 2010. The remaining parts of the
standard are expected to be issued during the first half of 2011. The Group recognises that the new
standard introduces many changes to the accounting for financial instruments and is likely to have
a significant impact on Group’s consolidated financial statements. The impact of these changes will
be analysed during the course of the project as further phases of the standard are issued. The Group
does not intend to adopt this standard early.
−− Various Improvements to IFRSs have been dealt with on a standard-by-standard basis. All
amendments, which result in accounting changes for presentation, recognition or measurement
purposes, will come into effect not earlier than 1 January 2011. The Group has not yet analysed the
likely impact of the improvements on its financial position or performance.
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4

Determination of fair values
A number of the Group’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. Fair values have been determined for measurement and
for disclosure purposes based on the following methods. When applicable, further information about the
assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.

(a) Property, plant and equipment
The fair value of property, plant and equipment recognised as a result of a business combination is based on
market values. The market value of property is the estimated amount for which a property could be exchanged
on the date of valuation between a willing buyer and a willing seller in an arm’s length transaction after proper
marketing wherein the parties had each acted knowledgeably and willingly. The fair value of items of plant,
equipment, fixtures and fittings is based on market approach and cost approaches using quoted market prices
for similar items when available.
When no quoted market prices are available, the fair value of property, plant and equipment is primarily
determined using depreciated replacement cost. This method considers the cost to reproduce or replace the
property, plant and equipment, adjusted for physical, functional or economical depreciation, and obsolescence.

(b) Intangible assets
The fair value of construction contracts acquired in a business combination is based on the discounted cash
flows expected to be derived from the benefits of these contracts.

(c) Equity and debt securities
The fair value of equity and debt securities is determined by reference to their quoted closing bid price at the
reporting date, or if unquoted, determined using a valuation technique. Valuation techniques employed include
market multiples and discounted cash flow analysis using expected future cash flows and a market-related
discount rate. The fair value of held-to-maturity investments is determined for disclosure purposes only.

(d) Trade and other receivables
The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted
at the market rate of interest at the reporting date. This fair value is determined for disclosure purposes or
when acquired in a business combination.

(e) Non-derivative financial liabilities
Fair value, which is determined for disclosure purposes, is calculated based on the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date. For finance
leases the market rate of interest is determined by reference to similar lease agreements.
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Operating segments

(a) Information about reportable segments
At 31 December 2010 the Group had 17 segments (2009: 15 operating segments), as described below, which
are the Group’s strategic business units. During the first half of 2010 the Group acquired two new subsidiaries,
OOO Engtransstroy Corporation and OOO Transstroymekhanisatsiya, which have become two additional operating
segments.
The strategic business units, including the newly acquired subsidiaries, are managed separately as they are located
in different regions, operate different construction projects and require different technology strategies. Each
segment represents a separate legal entity or branch of the Company. For each of the strategic business units, the
Group’s CEO reviews internal management reports on at least a quarterly basis.
The information about the location of each reportable segment is summarized below:
Segment
Mostotryad – 4
Mostotryad – 1
Mostotryad – 6
Mostotryad – 10
Mostotryad – 114
Mostotryad – 90
Mostotryad – 81
Mostotryad – 99
OOO Engtransstroy Corporation
OOO Transstroymekhanisatsiya
Other segments

Short name
МО-4
МО-1
МО-6
МО-10
МО-114
МО-90
MO-81
MO-99
ETS
TSM
Other

Management location
Moscow
Nizhny Novgorod
Yaroslavl
Rostov-On-Don
Moscow
Dmitrov
Voronezh
Serpukhov
Moscow
Moscow
–

Other segments include 7 operating segments that were combined into one reportable segment due to their size.
Information regarding the results of each reportable segment is included below. Performance is measured based on
segment profit before income tax, as included in the internal management reports that are reviewed by the Group’s
CEO. Segment profit is used to measure performance as management believes that such information is the most
relevant in evaluating the results of certain segments relative to other entities that operate within these industries.
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Mln RUB

МО-4
МО-1
МО-6
МО-10
МО-114
МО-90
МО-81
МО-99
Other

Total Mostotrest
ETS
TSM
Total

External
revenues
2010
2009
4,901
3,731
3,357
4,131
3,216
3,600
852
2,402
2,960
29,150
22,529
6,021
57,700

4,794
4,732
3,563
3,561
2,473
2,263
1,909
1,082
5,110
29,487
–
–
29,487

Inter-segment
revenue
2010
2009
–
–
–
–
–
–
–
–
1,220
1,220
374
4,832
6,426

–
–
–
–
–
–
–
–
904
904
–
–
904

Total revenue

Profit before tax

2010

2009

2010

2009

4,901
3,731
3,357
4,131
3,216
3,600
852
2,402
4,180
30,370
22,903
10,853
64,126

4,794
4,732
3,563
3,561
2,473
2,263
1,909
1,082
6,014
30,391
–
–
30,391

1,324
534
6
249
752
1,027
(106)
475
(9)
4,252
132
219
4,603

1,555
830
494
371
311
607
48
176
(477)
3,915
–
–
3,915

Reportable
segment net profit
2010
2009
982
408
(64)
102
529
774
(113)
367
(191)
2,794
142
125
3,061

1,206
647
388
225
346
465
14
136
(418)
3,009
–
–
3,009

Inventories
2010

2009

359
320
205
299
349
323
116
149
667
2,787
40
568
3,395

346
221
252
261
274
155
94
109
616
2,328
–
–
2,328
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Mln RUB
Revenues
Total revenue for reportable segments
Timing difference in revenue recognition
Unallocated amounts
Elimination of inter-segment revenue
Consolidated revenue

2010

2009

64,126
(838)
3,417
(6,426)
60,279

30,391
(944)
3,849
(904)
32,392

Profit before tax
Total profit before tax for reportable segments
Timing difference in revenue recognition
Other adjustments
Unallocated amounts
Consolidated profit before tax

4,603
(838)
(1,195)
(96)
2,474

3,915
(944)
(109)
609
3,471

		 Major customers
In 2010, revenue from two customers of the Group’s individually exceeded 10% of the Group’s revenues (2009:
no customers individually exceeded 10% of revenues). Revenue from one of the customers accounted for RUB
10,825 mln (or 18% of the Group’s revenues) and is included in segments ETS and MO-114. The other customer
contributed RUB 8,275 mln RUB (or 14% of the Group’s revenues) and is included in MO-1 and MO-114 segments.

6

Acquisitions of subsidiaries and non-controlling interests

(a) Acquisition of subsidiaries
On 13 May 2010 the Group obtained control of OOO Transstroymekhanisatsiya (“TSM”), the company engaged
in the construction and renovation of highways and airports with its own facilities for production of asphalt and
concrete, by acquiring 50.1% of equity interest for a consideration of RUB 1,264 mln, paid in cash.
On 28 June 2010 the Group obtained control over OOO Engtransstroy Corporation (“ETS”), a design and
engineering company operating in the infrastructure construction industry, by acquiring 51% of equity interest for
a consideration of RUB 2,220 mln, paid in cash.
The acquisitions were made to expand geographical market and enter new market segments of construction
industry including the highway and airports infrastructure facilities construction segments. This diversification was
also an important step to fulfill the strategic goal of the Group to develop into the leading construction company in
Russia.
From the date of acquisition to 31 December 2010 OOO Transstroymekhanisatsiya contributed revenue of RUB
6,021 mln and profit of RUB 125 mln.
From the date of acquisition to 31 December 2010 OOO Engtransstroy Corporation contributed revenue of RUB
22,529 mln and profit of RUB 142 mln.
If the acquisitions had occurred on 1 January 2010 management estimates that the Group’s
consolidated revenue would have been RUB 74,879 mln and the Group’s consolidated profit for the
period would have been RUB 1,043 mln. In determining these amounts management has
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assumed that the fair value adjustments determined previously that arouse on the date of acquisition would
have been the same if the acquisition had occurred on 1 January 2010.
		 Identifiable assets acquired and liabilities assumed
The identifiable assets acquired and the liabilities of OOO Transstroymekhanisatsiya and OOO Engtransstroy
Corporation assumed were as follows:
Mln RUB
Property, plant and equipment
Intangible assets
Other non-current assets
Amounts due from customers for the construction
contracts, trade and other receivables
Amounts due to customers, trade and other payables
Other current assets / liabilities, net
Long-term liabilities
Net identifiable assets, liabilities and contingent
liabilities
Non-controlling interest
Acquirer’s share in net identifiable assets
Goodwill on acquisition
Consideration paid
Cash acquired
Net cash outflow

TSM

ETS

Total

3,060
583
371
2,012

720
1,818
88
2,768

3,780
2,401
459
4,780

(6,073)
902
(554)

(15,178)
11,930
(324)

(21,251)
12,832
(878)

301

1,822

2,123

(150)
151
1,113
1,264
(306)
958

(893)
929
1,291
2,220
(2,036)
184

(1,043)
1,080
2,404
3,484
(2,342)
1,142

		
Goodwill
Goodwill has been recognized as a result of the acquisitions as follows:
Mln RUB
Total consideration transferred
Non-controlling interest, based on their proportionate
interest in the recognised amounts of the assets and
liabilities of the acquiree
Less value of identifiable assets
Goodwill

TSM

ETS

Total

1,264
150

2,220
893

3,484
1,043

(301)
1,113

(1,822)
1,291

(2,123)
2,404

Goodwill is attributable mainly to the synergies expected to be achieved from integration of the acquired
companies into the Group’s business.
There were no impairment of goodwill from the dates of acquisition of subsidiaries till the reporting date
because the consideration paid to acquire the subsidiaries, adjusted for disposal costs and any changes in
value arising from factors since the acquisitions, provide the best evidence of the subsidiaries’ fair value less
costs to sell during the period and the acquisitions were made during that period.
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(b) Acquisition of non-controlling interests
On 16 February 2010 the Group acquired a 25.002% interest in OAO Mostostroy-11 for a consideration of RUB
1,575 mln paid in cash. The entity is a bridge-construction entity located in the West-Siberian region of the Russian
Federation.
The following summarizes the effect of this acquisition:
Mln RUB
Company’s ownership interest at the beginning of the period
Effect of increase in Company’s ownership interest
Share of comprehensive income
Dividends
Company’s ownership interest at the end of the period

OAO Mostostroy-11
–
1,575
(7)
(43)
1,525

Assets and liabilities of the company at the acquisition date were as follows:
Mln RUB
Non-current assets
Current assets
Long-term liabilities
Short-term liabilities
Net identifiable assets, liabilities and contingent liabilities
Acquirer’s interest in net identifiable assets and liabilities
Goodwill on acquisition
Consideration paid
Carrying amount of investments in equity accounting investees
Revenue
Loss for the period

7

OAO Mostostroy-11
2010
date of acquisition
5,523
4,271
(889)
(3,473)
5,432
1,359
166
–
1,525
7,978
(30)

5,968
3,131
(914)
(2,550)
5,635
1,409
166
1,575
1,575
–
–

2010

2009

38,412
10,766
5,304
2,050
804
1,550
58,886
1,393
60,279

23,678
2,984
–
3,026
–
2,286
31,974
418
32,392

Revenue
Mln RUB
Revenue from construction contracts:
bridges and highways
railway infrastructure facilities
airport infrastucture facilities
other infrastructure facilities
ports and in-land water infrastructure facilities
other facilities
Total revenue from construction contracts
Other revenue
Total revenue

Below is the information on the geographical allocation of revenues from construction contracts. In presenting the
information on the basis of geographical information, revenue is based on the geographical location of construction
sites:
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Mln RUB
Southerm Federal District
Central Federal District
Northwestern Federal District
Volga Federal District
Siberian Federal District
Far Eastern Federal District
Total revenue from construction contracts

8

2010

2009

23,013
11,474
7,171
2,665
2,935
712
640
566
2,108
51,284

6,799
6,277
4,784
1,409
1,054
405
465
104
2,914
24,211

Administrative expenses
Mln RUB
Personnel expenses
Consulting and audit services
Social expenses
Taxes other than income tax
Charity
Materials
Rent expense
Depreciation and amortisation
Bank fees
Other administrative expenses

10

2009
5,958
19,914
622
4,724
756
–
31,974

Cost of sales
Mln RUB
Services of subcontractors
Materials
Personnel expenses
Depreciation and amortisation
Machinery, equipment, transport, and labor services
Fuel
Services of principal contractors
Insurance
Other

9

2010
23,036
19,518
6,921
3,382
3,141
2,888
58,886

2010

2009

2,417
496
330
154
121
109
104
112
67
647
4,557

2,098
518
173
126
103
136
19
16
92
546
3,827

Personnel costs
Mln RUB
Wages and salaries
Contributions to State pension fund
Unused vacation provision

2010

2009

8,010
1,429
149
9,588

5,873
945
64
6,882
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Finance income and finance costs
Mln RUB
Recognised in profit or loss:
Foreign exchange gain
Interest income on bank deposits
Interest income on loans given
Dividend income from available-for-sale financial assets
Interest income on finance leases
Finance income
Interest expense on borrowings
Interest expense on finance leases
Non controlling interest
Finance costs
Net finance costs recognized in profit or loss

Mln RUB
Recognised in other comprehensive income:
Net change in fair value of available-for-sale financial assets
Income tax on income and expense recognised in other comprehensive income
Finance income recognised in other comprehensive income, net of tax

12

2010

2009

13
51
31
13
3
111

150
56
92
2
–
300

(1,138)
(170)
(33)
(1,341)
(1,230)

(1,045)
(71)
–
(1,116)
(816)

2010

2009

39
(8)
31

100
(20)
80

Income tax expense
The Group’s applicable tax rate is the income tax rate of 20% for Russian companies (2009: 20%).
Mln RUB
Current tax expense
Current year
Adjustments of prior years tax
Deferred tax expense
Origination and reversal of temporary differences
Total income tax expense recognised in profit or loss
Income tax recognised in other comprehensive income
Total income tax expense

2010

2009

1,216
48
1,264

1,080
27
1,107

(520)
744
(8)
736

(240)
867
(20)
847

		 Reconciliation of effective tax rate:
2010
Profit before income tax
Income tax at applicable tax rate
Non-deductible expenses
Non-taxable income
Underprovided in prior years

32

2009

Mln RUB

%

Mln RUB

%

2,474
495
255
(54)
48
744

100%
20%
10%
(2%)
2%
30%

3,471
694
167
(21)
27
867

100%
20%
5%
(1%)
1%
25%
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Intangible assets
Mln RUB
Actual cost
Balance at 1 January 2009
Additions
Balance at 31 December 2009
Additions
Acquisitions through business combinations
Balance at 31 December 2010
Amortisation and impairment losses
Balance at 1 January 2009
Amortisation for the year
Balance at 31 December 2009
Amortisation for the year
Balance at 31 December 2010
Carrying amounts
At 1 January 2009
At 31 December 2009
At 31 December 2010

Construction
contracts

Software

Total

–
–
–
–
2,399
2,399

8
25
33
271
2
306

8
25
33
271
2,401
2,705

–
–
–
830
830

3
4
7
22
29

3
4
7
852
859

–
–
1,569

5
26
277

5
26
1,846
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Property, plant and equipment
Mln RUB
Cost or deemed cost
Balance at 1 January 2009
Additions
Disposals
Balance at 31 December 2009
Additions
Acquisitions through business
combinations
Disposals
Transfers
Balance at 31 December 2010
Depreciation and impairment
losses
Balance at 1 January 2009
Depreciation for the year
Impairment loss
Disposals
Balance at 31 December 2009
Depreciation for the year
Impairment loss
Disposals
Balance at 31 December 2010
Carrying amounts
Balance at 1 January 2009
Balance at 1 January 2010
Balance at 31 December 2010

34

Land

Buildings and
structures

Machinery and
equipment

Vehicles

Other

Construction
in progress

Total

305
7
–
312
2
–

4,393
38
(17)
4,414
259
319

4,248
269
(52)
4,465
671
1,481

2,071
30
(30)
2,071
791
1,677

425
53
(159)
319
253
149

135
107
(38)
204
303
154

11,577
504
(296)
11,785
2,279
3,780

(1)
–
313

(52)
274
5,214

(210)
33
6,440

(228)
13
4,324

(177)
7
551

(19)
(327)
315

(687)
–
17,157

–
–
–
–
–
–
–
–
–

163
173
–
(1)
335
224
–
(14)
545

589
750
(7)
(14)
1,318
917
(4)
(35)
2,196

362
322
(1)
(18)
665
628
–
(56)
1,237

22
182
–
(158)
46
156
–
(122)
80

–
–
–
–
–
–
–
–
–

1,136
1,427
(8)
(191)
2,364
1,925
(4)
(227)
4,058

305
312
313

4,230
4,079
4,669

3,659
3,147
4,244

1,709
1,406
3,087

403
273
471

135
204
315

10,441
9,421
13,099
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Depreciation expense of RUB 1,835 mln (2009: RUB 1,409 mln) has been charged to cost of goods sold, RUB
90 mln (2009: RUB 12 mln) to administrative expenses, and RUB 0 mln (2009: RUB 6 mln) to work-in-progress.

(a) Security
At 31 December 2009 properties, plant, equipment with a carrying amount of RUB 389 mln were pledged to
secure bank loans (see note 24). No assets were pledged at 31 December 2010.

(b) Leased machinery and equipment
The Group leases production equipment under a number of finance lease agreements. Certain leases provide
the Group with the option to purchase the equipment at a beneficial price. At 31 December 2010 the net book
value of leased plant and machinery was RUB 2,852 mln (2009: RUB 623 mln). The leased equipment secures
lease obligations.

15

Other investments
Mln RUB
Loans given
Available-for-sale investments
Deposits with maturities more than 3 months

Non-current
Current

2010

2009

717
268
200
1,185

351
196
–
547

316
869
1,185

216
331
547

Available-for-sale investments comprise equity instruments of financial institutions that are mainly listed either
on the RTS or MICEX stock exchanges. The fair value of available-for-sale equity investments was determined
by reference to their quoted market prices.
The Group’s exposure to credit, currency and interest rate risks related to other investments is disclosed in
note 26.
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Deferred tax assets and liabilities

(a) Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Mln RUB
Property, plant and equipment
Intangible assets
Investments
Inventories
Trade and other receivables
Construction contracts (including due from and due to
customers)
Loans and borrowings
Trade and other paybles
Provisions
Other
Tax loss carry-forwards
Tax assets/(liabilities)
Net tax assets/(liabilities)

2010

Assets
2009

Liabilities
2010
2009

–
–
–
261
146
926

–
–
21
4
–
668

(1,347)
(314)
(25)
(50)
(5)
(13)

8
57
54
114
4
1,570
1,570

70
–
–
–
1
764
764

(148)
–
–
(26)
–
(1,928)
(1,928)

Net
2010

2009

(1,067)
–
–
–
(5)
–

(1,347)
(314)
(25)
211
141
913

(1,067)
–
21
4
(5)
668

–
–
(1)
(47)
–
(1,120)
(1,120)

(140)
57
54
88
4
(358)
(358)

70
–
(1)
(47)
1
(356)
(356)

(b) Unrecognised deferred tax liability
A temporary difference of RUB 699 mln (31 December 2009: RUB 2 mln) related to investments in subsidiaries has
not been recognised as the Group is able to control the timing of reversal of the difference, and reversal is not
expected in the foreseeable future.

(c) Movement in temporary differences during the year
Mln RUB
Property, plant and equipment
Investments
Inventories
Trade and other receivables
Construction contracts (including due
from and due to customers)
Loans and borrowings
Provisions
Other
Tax loss carry-forwards

36

1 January 2009

Recognised in
profit or loss

Recognised in other
comprehensive income

31 December
2009

(1,249)
1
32
(77)
650

182
–
(28)
72
18

–
20
–
–
–

(1,067)
21
4
(5)
668

115
(3)
(86)
1
(616)

(45)
2
39
–
240

–
–
–
–
20

70
(1)
(47)
1
(356)
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Mln RUB

Property, plant and equipment
Intangible assets
Investments
Inventories
Trade and other receivables
Construction contracts (including
due from and due to customers)
Trade and other payables
Loans and borrowings
Provisions
Other
Tax loss carry-forwards

17

1 January
2010

Recognised in
profit or loss

Recognised
in other
comprehensive
income

Acquisition
through
business

31 December
2010

(1,067)
–
21
4
(5)
668

148
166
(38)
–
130
(25)

–
–
(8)
–
–
–

(428)
(480)
–
207
16
270

(1,347)
(314)
(25)
211
141
913

–
70
(1)
(47)
1
(356)

26
(77)
51
136
3
520

–
–
–
–
–
(8)

31
(133)
4
(1)
–
(514)

57
(140)
54
88
4
(358)

Inventories
Mln RUB
Construction materials
Work in progress
Finished goods and goods for resale

2010

2009

3,772
139
27
3,938

2,426
47
–
2,473

Inventories with a carrying amount of RUB 1,496 mln (2009: RUB 919 mln) are pledged to secure loans and
borrowings (see Note 24).
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Construction contracts in progress
Mln RUB
Progress billings
Billed in excess of contract revenue recognized
Contract revenue accumulated to the period end
Contract costs accumulated to the period end
Expected losses recognised accumulated to the period end
Recognised profits less recognised losses

2010

2009

105,412
(1,905)
103,507
(87,066)
–
16,441

83,894
(902)
82,992
(68,156)
(170)
14,666

Contract revenue accumulated to the period end
Advances received
Payments
Net receivables from/(payables to) customers of acquired subsidiaries
Net receivables from/(payables to) customers

103,507
(29,467)
(91,369)
(5,288)
(22,617)

82,992
(2,107)
(80,984)
–
(99)

Due from customers
Due to customers

7,084
(29,701)
(22,617)
558

3,095
(3,194)
(99)
351

Retentions

The retentions on construction contracts in the amount of RUB 558 mln as at 31 December 2010 (31 December
2009: RUB 351 mln) are measured at the fair value of the consideration receivable based on the expected timing
of cash inflows. Retentions are amounts of progress billings that are not paid until the satisfaction of conditions
specified in the contract for the payment of such amounts or until defects have been rectified.
Cash inflows from one of the construction contracts in the amout of RUB 250 mln as at 31 December 2009 were
pledged as collateral for a bank loan (see Note 24). No such rights were pledged as at 31 December 2010.

19

Trade and other receivables
Mln RUB
Trade receivables
Taxes other than income tax
VAT recoverable on purcheses
VAT on advances from customers
Other receivables
Non-current
Current

2010

2009

1,004
10
119
4,776
286
6,195
51
6,144
6,195

390
176
52
–
206
824
14
810
824

The Group’s exposure to credit and currency risks and impairment losses related to trade and other receivables are
disclosed in notes 26(b) and 26(d)(i).
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Prepayments
Prepayments primarily consist of advances paid to subcontractors for work to be performed under the
construction contracts of the Group.

21

Cash and cash equivalents
Mln RUB
Petty cash
Cash at banks
Bank deposits with maturities less than 3 months

2010

2009

1
4,582
15,367
19,950

1
685
4,175
4,861

The Group’s exposure to interest rate risk and a sensitivity analysis for financial assets and liabilities are
disclosed in note 26.
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Capital and reserves

(a) Share capital
Number of shares unless otherwise stated

Ordinary shares
2010

2009

Authorised shares
Par value

282,215,500
0.14 RUB

1,241,200
28 RUB

On issue at 1 January
Effect of split of shares 200 for 1
On issue after share split
Issued for cash
Acquired for cash
On issue at 31 December, fully paid

1,241,200
246,998,800
248,240,000
33,975,500
(484,400)
281,731,100

1,241,200
–
–
–
–
1,241,200

Ordinary shares
All shares rank equally with regard to the Company’s residual assets.
The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company. In respect of the Company’s shares that are held by the
Group, all rights are suspended until those shares are reissued.
The share capital of RUB 35 mln was formed prior to 31 December 2002, when the Russian economy was
considered to be hyperinflationary for IFRS purposes. Therefore the share capital was adjusted for the effect
of hyperinflation by RUB 96 mln as at 31 December 2002. As a result, the carrying value of the share capital
amounted to RUB 131 mln since that date.
On 30 June 2010 the General Meeting of the shareholders approved the split of the Company’s outstanding
shares in the ratio of 200 for 1 and additional issue of up to 248,240,000 ordinary shares with par value of
RUB 0.14 each.
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On 2 September 2010 the Federal Commission for the Securities Market registered the split of the Company’s
outstanding shares in the ratio of 200 for 1. As a result, the number of outstanding shares after the split amounted
to 248,240,000 with the par value of RUB 0.14 per share.
During the period from 9 November to 9 December 2010 the Company issued 33,975,500 additional ordinary shares
with the par value of RUB 0.14 per share for a consideration of RUB 193/USD 6.25 per share by way of an open
subscription under Russian law.
The changes in the Company’s Charter relating to additional issue of shares were registered in January 2011
resulting in an increase of the share capital by RUB 5 mln. The difference between the consideration received of RUB
6,185 mln and the par value of the shares issued of RUB 6,180 mln will be recognized as additional paid in capital in
2011 and will effect the calculation of earnings per share commencing January 2011.
During the same period the Company redeemed 484,400 ordinary shares for cash consideration of RUB 68 mln. The
difference of RUB 68 mln between par value of the treasury shares and consideration paid was recorded in retained
earnings.

(b) Dividends
In accordance with Russian legislation the Company’s distributable reserves are limited to the balance of retained
earnings as recorded in the Company’s statutory financial statements prepared in accordance with Russian
Accounting Principles. As at 31 December 2010 the Company had retained earnings, including the profit for the
current year, of RUB 9,250 mln (2009: RUB 7,335 mln).
In 2010 the amount of dividends accrued and paid was RUB 801 mln, or RUB 3.23 per share (2009: RUB 400 mln,
or RUB 1.61 per share).

23

Earnings per share
The calculation of basic earnings per share at 31 December 2010 was based on the profit attributable to the
ordinary shareholders of RUB 1,730 mln (2009: RUB 2,604 mln), and a weighted average number of ordinary shares
outstanding of 248,199,633 (2009: 248,240,000), calculated as shown below. The Company does not have dilutive
potential ordinary shares.

Issued shares at 1 January
Effect of split shares in September 2010
Effect of redemption of own shares
Weighted average number of shares for the year ended 31 December
Profit attributed to shareholders (mln RUB)
Basic and diluted earnings per share (RUB)

40

2010

2009

1,241,200
246,998,800
(40,367)
248,199,633
1,730
7

1,241,200
246,998,800
–
248,240,000
2,604
10
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Loans and borrowings
This note provides information about the contractual terms of the Group’s interest-bearing loans and
borrowings, which are measured at amortised cost. For more information about the Group’s exposure to
interest rate, foreign currency and liquidity risk, see note 26.
Mln RUB
Short-term liabilities
Secured bank loans
Unsecured bank loans
Current portion of finance lease liabilities

2010

2009

700
4,914
570
6,184

5,040
805
165
6,010

–
491
491

208
65
273

6,675

6,283

2010

2009

–
–

208
208

Future minimum
lease payments

Interest

Present value
of minimum lease
payments

203
77
280

38
12
50

165
65
230

705
551
1,256

135
60
195

570
491
1,061

Long-term liabilities
Unsecured bank loans
Finance lease liabilities

Total loans and borrowings

Terms of repayment of long-term bank loans are as follows:
Mln RUB
Between 1 and 2 years

Finance lease liabilities are payable as follows:
Mln RUB
2009
Less than one year
Between 1 and 5 years
2010
Less than one year
Between 1 and 5 years
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The carrying amount and fair value of loans and borrowings were as follows:
Mln RUB
2010
Secured bank loans
Unsecured bank loans
Finance lease liabilities
Total

Face value

Carrying amount

700
4,914
1,256
6,870

700
4,914
1,061
6,675

Mln RUB
2009
Secured bank loans
Unsecured bank loans
Finance lease liabilities
Total

Face value

Carrying amount

5,040
1,013
280
6,333

5,040
1,013
230
6,283

The carrying amounts of substantially all of the Group’s loans and borrowings are denominated in RUB.
The bank loans are attracted in RUB under fixed and floating interest rates based primarily on the MosPrime 3M
rate. The weighted-average effective interest rates at the reporting date were as follows:

Bank loans
Finance lease liabilities

2010

2009

7.74%
20.74%

13.6%
14.2%

The outstanding bank loans for total amount of RUB 700 mln (2009: RUB 3,133 mln) are secured by the following:
−− Property, plant and equipment with the carrying amount of RUB 0 mln (2009: RUB 389 mln), see
Note 14(a);
−− Inventories with the carrying amount of RUB 1,496 mln (2009: RUB 919 mln), see Note 17;
−− Revenue on the construction contracts RUB 0 mln (2009: RUB 250 mln), see Note 18.
Finance lease liabilities are secured by the leased assets, see Note 14.
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Trade and other payables
Mln RUB
Trade payables
Payables to personnel
Taxes payable other then income tax
VAT on advances to suppliers
Other payables and accrued expenses
Long-term
Short-term
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2010

2009

9,186
674
3,781
1,499
1,254
16,394
–
16,394
16,394

3,294
622
754
–
201
4,871
306
4,565
4,871
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The Group’s exposure to currency and liquidity risk related to trade and other payables is disclosed in note
26(d)(i) and 26(c).

26

Financial instruments and risk management

(a) Overview
The Group has exposure to the following risks from its use of financial instruments:
−− credit risk
−− liquidity risk
−− market risk
This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives,
policies and processes for measuring and managing risk, and the Group’s management of capital. Further
quantitative disclosures are included throughout these consolidated financial statements.
		 Risk management framework
The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk
management framework. The management is responsible for developing and monitoring the Group’s risk
management policies. The management reports regularly to the Board of Directors on its activities.
The Group’s risk management policies are established to identify and analyse the risks faced by the Group,
to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market conditions and the Group’s activities.
The Group, through its training and management standards and procedures, aims to develop a disciplined and
constructive control environment in which all employees understand their roles and obligations.

(b) Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails
to meet its contractual obligations, and arises principally from the Group’s receivables from customers, loans
given and investment securities.

(i) Trade and other receivables
The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer.
However, management also considers the demographics of the Group’s customer base, including the default
risk of the industry and country, in which customers operate, as these factors may have an influence on credit
risk, particularly in the currently deteriorating economic circumstances. There is no concentration of credit risk
geographically or with respect to sales transactions with a single customer.
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The management has established a credit policy under which each new customer is analysed individually for
creditworthiness before the Group’s standard payment and delivery terms and conditions are offered. The
Group’s review includes external ratings, when available, and in some cases bank references. Purchase limits
are established for each customer, and represent the maximum open amount without requiring approval from
the management; these limits are reviewed quarterly. Customers that fail to meet the Group’s benchmark
creditworthiness may transact with the Group only on a prepayment basis.
In monitoring customer credit risk, customers are grouped according to their credit characteristics, including
whether they are an individual or legal entity, whether they are a wholesale, retail or end-user customer,
geographic location, industry, aging profile, maturity and existence of previous financial difficulties. Customers
that are graded as “high risk” are placed on a restricted customer list and monitored by the management, and
future sales are made on a prepayment basis with approval of the management.
As a result of the deteriorating economic conditions in 2009 and 2010, certain purchase limits have been
redefined, since the Group’s experience is that the economic downturn has had a greater impact in these
business segments than in the Group’s other business segments.
The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect
of trade and other receivables and investments. The main components of this allowance are a specific loss
component that relates to individually significant exposures, and a collective loss component established for
groups of similar assets in respect of losses that have been incurred but not yet identified. The collective loss
allowance is determined based on historical data of payment statistics for similar financial assets.

(ii) Investments
The Group limits its exposure to credit risk by only investing in liquid securities. Management actively monitors
credit ratings and given that the Group only has invested in securities with high credit ratings, management
does not expect any counterparty to fail to meet its obligations.

(iii) Guarantees
The Group’s policy is to provide financial guarantees only to wholly-owned subsidiaries. At 31 December 2010
and 2009 no guarantees were outstanding.

(iV) Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the reporting date was:
Mln RUB
Available-for-sale financial assets
Amounts due from customers on construction contracts
Loans and receivables
Deposits with maturities more than 3 months
Cash and cash equivalents
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Carrying amount
2010

2009

268
7,084
2,007
200
19,950
29,509

196
3,095
947
–
4,861
9,099
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		 Impairment losses
The aging of trade and other receivables and amounts due from customers for constraction contracts at the
reporting date was:
Mln RUB
Trade and other receivables
Not past due
Past due 0–183 days
Past due more than 183 days
Amounts due from customers on construction
contracts
Not past due

Gross
2010

Impairment
2010

Gross
2009

Impairment
2009

1,070
307
429

(126)
(8)
(382)

543
98
172

(75)
(17)
(125)

7,126
8,932

(42)
(558)

3,095
3,908

–
(217)

Based on historic default rates, the Group believes that, apart from the above, no impairment allowance is
necessary in respect of trade receivables not past due or past due by up to 183 days; the main portion of the
trade receivables balance relates to customers that have a good track record with the Group.
The allowance accounts in respect of trade receivables are used to record impairment losses unless the
Group is satisfied that no recovery of the amount owing is possible; at that point the amounts are considered
irrecoverable and are written off against the financial asset directly. At 31 December 2010 and 2009 the Group
did not have any collective impairment on its trade receivables or its held-to-maturity investments.
In addition, the majority of the balance of construction in progress due from customers (note 18) is from
government agencies and other public bodies, therefore, there is a concentration of credit risk with such type
of customers.

(c) Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. The Group’s approach
to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Group’s reputation.
The Group maintains several lines of credit with large banks operating in Russia.
The following are the contractual maturities of financial liabilities, including estimated interest payments and
excluding the impact of netting agreements. It is not expected that the cash flows included in the maturity
analysis could occur significantly earlier, or at significantly different amounts.
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Mln RUB
2010
Non-derivative financial liabilities
Bank loans
Finance lease liabilities
Trade payables
2009
Non-derivative financial liabilities
Bank loans
Finance lease liabilities
Trade payables
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Carrying
amount

Contractual
cash flows

0–6 mth

6–12 mth

1–2 yrs

2–3 yrs

over 3 yrs

5,614
1,061
9,186
15,861

5,782
1,256
9,186
16,224

3,912
353
6,870
11,135

1,870
352
2,316
4,538

–
358
–
358

–
183
–
183

–
10
–
10

6,053
230
3,294
9,577

6,670
280
3,294
10,244

688
105
1,572
2,365

5,714
98
1,006
6,818

27
71
371
469

27
6
342
375

214
–
3
217
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(d) Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Group’s income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while
optimising the return.

(i) Currency risk
The Group is exposed to currency risk on finance leases, purchases of machinery and equipment, and shortterm deposits with banks (with maturities of less than 3 months) that are denominated in a currency other
than the RUB.
Interest on borrowings is denominated in the currency of the borrowing. Generally, borrowings are
denominated in currencies that match the cash flows generated by the underlying operations of the Group,
primarily RUB. This provides an economic hedge without a need to enter into derivatives contracts.
		 Exposure to currency risk
As at 31 December 2010 and 2009 the Group was not exposed to significant currency risks.

(ii) Interest rate risk
Changes in interest rates impact primarily loans and borrowings by changing either their fair value (fixed rate
debt) or their future cash flows (variable rate debt). Management does not have a formal policy of determining
how much of the Group’s exposure should be to fixed or variable rates. However, at the time of raising new
loans or borrowings management uses its judgment to decide whether it believes that a fixed or variable rate
would be more favourable to the Group over the expected period until maturity.
		Profile
At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was:

Mln RUB
Fixed rate instruments
Financial assets
Financial liabilities
Variable rate instruments
Financial liabilities

Carrying amount
2010
2009
917
(3,263)
(2,346)

351
(6,283)
(5,932)

(3,412)

–

		 Fair value sensitivity analysis for fixed rate instruments
The Group does not account for any fixed rate financial instruments as fair value through profit or loss or as
available-for-sale. Therefore a change in interest rates at the reporting date would not have an effect in profit
or loss or in equity.
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		 Cash flow sensitivity analysis for variable rate instruments
A change of 100 basis points in interest rates at the reporting date would have no material impact on equity
and profit or loss of the Group.

(iii) Other market price risk
Management of the Group monitors the mix of debt and equity securities in its investment portfolio based on
market indices. Material investments within the portfolio are managed on an individual basis and all buy and
sell decisions are approved by the management. The primary goal of the Group’s investment strategy is to
maximise investment returns.
The Group does not enter into commodity contracts other than to meet the Group’s expected usage and sale
requirements; such contracts are not settled net.
The majority of the Group’s equity investments are listed either on the RTS or MICEX stock exchanges. For such
investments, classified as instruments available for sale, an increase of the RTS index or MICEX index by 5% at
the reporting date, would lead to an increase in shareholders’ equity of RUB 9 mln after tax (2009: increase by
RUB 7 mln); similar reduction in these indices would lead to a decrease in shareholders’ equity of 9 mln after
tax (2009: decrease of RUB 7 mln). Such sensitivity analysis of the fair value reflects the sensitivity of each
equity instrument to the appropriate market index.

(e) Fair values versus carrying amounts
The fair values of financial assets and liabilities as at the reporting dates were not significantly different from
their carrying amounts. The basis for determining fair values is disclosed in note 4. Inputs for the valuation of
the available-for-sale financial assets are primarily based on the observable market data (hierarchy level 1).

(f) Capital management
The Group has no formal policy for capital management but management seeks to maintain a sufficient
capital base for meeting the Group’s operational and strategic needs and to maintain confidence of market
participants. This is achieved with efficient cash management, constant monitoring of Group’s revenues and
profit, and long-term investment plans mainly financed by the Group’s operating cash flows. With these
measures the Group aims for steady profits growth.
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Operating leases
Non-cancellable operating lease rentals are payable as follows:
Mln RUB
Less than 1 year
From 1 to 5 years
More than 5 years

2010

2009

133
147
763
1,043

63
165
196
424

The Group leases a number of land plots, warehouses and production equipment under operating leases.
The leases typically run for an initial period of 5 to 49 years for land plots, one to two years for production
equipment and other property, with an option to renew the lease after that date. Lease payments are usually
increased annually to reflect market rentals.
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Since the title to land plots and other property does not pass to the Group, the lease payments are regularly
revised based on the market rates, and the Group does not have an interest in the residual value of the leased
property, all the risks and rewards incidential to ownership these assets remain with the lessor. As such, the
Group classified these leases as operating leases.
During the year ended 31 December 2010 an amount of RUB 319 mln was recognised as an expense in profit
or loss in respect of operating leases (2009: RUB 65 mln).
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Capital commitments
As at 31 December 2010 and 2009 the Group did not have significant contractual obligations to purchase
property, plant and equipment.
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Contingencies

(a) Insurance
The insurance industry in the Russian Federation is in a developing state and many forms of insurance
protection common in other parts of the world are not yet generally available. The Group does not have
full coverage for its plant facilities, business interruption, or third party liability in respect of property or
environmental damage arising from accidents on Group property or relating to Group operations. Until the
Group obtains adequate insurance coverage, there is a risk that the loss or destruction of certain assets could
have a material adverse effect on the Group’s operations and financial position.
The Group is responsible for the violation of the Law on Urban Planning, including for causing injury to life,
health or property of third parties as a result of conducting construction works or defects in construction,
renovation, overhaul of capital construction assets. The Group will also be held responsible for accidental
loss of or damage to property being constructed. In order to reduce the risk of losses and obligations to third
parties as a consequence of conducting construction works, the Group has obtained full insurance coverage
against civil liabilities arising under the construction contracts in accordance with the terms of these contracts.
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(b) Warranties
The Group has certain warranty obligations under construction contracts terms of which range from one
to seven years. The Group performed analysis of historical data on actual compensations paid and defects
rectified under these warranties for the past seven years. Based on this analysis, the Group concluded that
the probability of the constructions works carried out during the reporting period will not satisfy the quality
conditions specified in the contract and require repair, is low. Therefore the Group did not recognize a warranty
liability on construction contracts as at the reporting date.
The retentions held by customers under the construction contracts are usually returned in full.

(c) Litigation
As at 31 December 2010 and 2009 the Group was not engaged in litigations, the outcome of which might have
material effect on the consolidated financial statements.

(d) Taxation contingencies
The taxation system in the Russian Federation continues to evolve and is characterised by frequent changes
in legislation, official pronouncements and court decisions, which are sometimes unclear, contradictory and
subject to varying interpretation by different tax authorities. Taxes are subject to review and investigation
by a number of authorities, which have the authority to impose severe fines, penalties and interest charges.
A tax year remains open for review by the tax authorities during the three subsequent calendar years;
however, under certain circumstances a tax year may remain open longer. Recent events within the Russian
Federation suggest that the tax authorities are taking a more assertive and substance-based position in their
interpretation and enforcement of tax legislation.
These circumstances may create tax risks in the Russian Federation that are substantially more significant
than in other countries. Management believes that it has provided adequately for tax liabilities based on its
interpretations of applicable Russian tax legislation, official pronouncements and court decisions. However,
the interpretations of the relevant authorities could differ and the effect on these consolidated financial
statements, if the authorities were successful in enforcing their interpretations, could be significant.
		 Tax compliance of the Group’s suppliers
The Group regularly enters into transactions with various suppliers. These entities are fully responsible for
their own tax and accounting compliance. However, due to existing tax authorities’ practice, if these entities’
tax compliance is challenged by the tax authorities as not being in full conformity with the applicable tax
legislation, this may result in additional tax risks for the Group. Should these suppliers be successfully
challenged, the Group may become liable to additional tax payments, although management of these entities
is primarily responsible for the correctness and timeliness of the entities’ tax payments. Management of
the Group believes that it is not practicable to estimate the financial effect of potential tax liabilities, which
ultimately could be imposed on the Group due to transactions with suppliers. However, if such liabilities were
imposed, the amounts involved, including penalties and interest, could be material.
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If the cases described above were successfully challenged by the Russian tax authorities, the additional
payments could become due together with penalties, ranging from 20% - 40% of the amount of underpaid
taxes, and late-payment interest. Management has not provided any amounts in respect of such obligations in
these consolidated financial statements as it believes that it is possible, but not probable, that an outflow of
economic benefits will be required to settle such obligations.
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Related party transactions

(a) Control relationships
During 2010 Marc O’Polo Investments Ltd (Cyprus) lost control over the Company as a result of additional
shares issued by the Company for free float. As at 31 December 2010 the Mostotrest’s shareholder structure
was as follows:
−− 38.9% - Marc O’Polo Investments
−− 26.5% - Blagosostoyanie Pension Fund
−− 34.6% - free-float.

(i) Management remuneration
During 2010 key management received remunaration amounted to RUB 627 mln (2009: RUB 786 mln) that is
included in personnel costs.
During the reporting period there were no other material transactions conducted with key management
personnel and their close family members.

		
(b) Transactions with other related parties
The Group’s other related party transactions are disclosed below.

(i) Sales
Mln RUB
Sale of goods to:
Investments in equity accounted investees
Other related parties
Services rendered to:
Investments in equity accounted investees
Other related parties

Transaction value
2010
2009

Outstanding balance
2010
2009

114
120

–
10

–
37

–
5

301
563
1,098

–
11
21

177
1,949
2,163

–
12
17
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(ii) Purchases
Purchases of goods and services from related parties mainly consist of purchases from companies related to
shareholders of the Group and minority participants of subsidiaries.
Mln RUB
Purchase of goods from:
Purchase of goods from:
Services received from:
Investments in equity accounted investees
Other related parties

Transaction value
2010
2009

Outstanding balance
2010
2009

575

572

39

12

108
7,707
8,390

–
225
797

8
2,284
2,331

–
49
61

(iii) Loans
Mln RUB
Promissory notes:
Other related parties
Loans given:
Other related parties

Transaction value
2010
2009

Outstanding balance
2010
2009

815

–

–

–

50
865

–
–

100
100

–
–

The loans given to the related parties and outstanding as at 31 December 2010 are repayable in 2011. The
loans bear interest at 7.8%–10.3% per annum. Interest income on these loans for 2010 amounted to RUB 2
mln (2009: RUB 0 mln).
Mln RUB
Loans received:
Other related parties

Transaction value
2010
2009
6,111
6,111

Outstanding balance
2010
2009

2,000
2,000

650
650

1,000
1,000

The loans received from the related parties and outstanding as at 31 December 2010 are repayable in 2011.
The loans bear interest at 9% and 9.5% per annum. Interest expense on these loans for 2010 amounted to
RUB 392 mln (2009: RUB 104 mln).
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Group entities
Subsidiary
OOO “Engtransstroy Corporation”
OOO “Transstroymekhanisatsiya”
ООО “Taganka Most”
ООО “Mostotrest SPB”
ООО “Sledyashie test-Systemy”
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Country
of incorporation
Russia
Russia
Russia
Russia
Russia

Ownership interest
2010
2009
51%
50.1%
100%
–
51%

–
–
100%
100%
51%
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Events subsequent to the reporting date
The changes in the Company’s Charter relating to additional issue of shares were registered in January 2011
resulting in an increase of the share capital by RUB 5 mln.
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ZAO KPMG
10 Presnenskaya Naberezhnaya
Moscow, Russia 123317

Telephone +7 (495) 937 4477
Fax +7 (495) 937 4400/99
Internet www.kpmg.ru

Independent Auditors’ Report
Board of Directors OJSC Mostotrest
We have audited the accompanying consolidated financial statements of OJSC Mostotrest (the “Company”) and its subsidiaries
(the “Group”), which comprise the consolidated statement of financial position as at 31 December 2010, and the consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory notes.
		 Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable the
preparation of (consolidated) financial statements that are free from material misstatement, whether due to fraud or error.
		 Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements are
free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
principles used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified audit opinion.
		 Basis for Qualified Opinion
We did not observe the counting of inventories stated at RUR 2,406 million as at 1 January 2009 because we were engaged as
auditors of the Group only after that date. We were unable to satisfy ourselves as to those inventory quantities by alternative
means. As a result, we were unable to determine whether adjustments might have been found necessary in respect of the
elements making up the statement of comprehensive income, statement of changes in equity and statement of cash flows for the
year ended 31 December 2009. Our opinion on the consolidated financial statements as at for the year ended 31 December 2009
dated 31 August 2010 was modified accordingly. Our opinion on the current year’s financial statements is also modified because of
the possible effects of this matter on the comparability of the current year’s figures and the corresponding figures.
		 Qualified Opinion
In our opinion, except for the possible effects on the corresponding figures as at and for the year ended 31 December 2009 and
the possible effects on the comparability of the current year’s figures of the matter described in the Basis for Qualified Opinion
paragraph, the consolidated financial statements present fairly, in all material respects, the financial position of the Group as at 31
December 2010, and its financial performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards.

ZAO KPMG
10 April 2011
ZAO KPMG, a company incorporated under the Laws of the Russian
Federation, a subsidiary of KPMG Europe LLP, and a member firm of
the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.
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Proforma consolidated statement of income for the
year ended 31 December 2009
Mln RUB

Revenues
Cost of sales
Gross profit
Other income
Administrative expenses
Other expenses
Results from operating
activities
Finance income
Finance costs
Net finance costs
Profit before income tax
Income tax expense
Profit for the year from
continuing operations
Discontinued operations
Profit from discontinued
operations
Profit for the year
Depreciation
and amortisation
Capital expenditures

MSTT

ETS

TSM

Subtotal

Adjustment for
elimination of
intercompany
transactions (e)

Adjustment
for financing
arrangements (c)

Adjustment for
depreciation
and amortisation (d)

Total
adjustments

PROFORMA
GROUP

32,392
(24,211)
8,181
194
(3,827)
(261)
4,287

46,805
(44,068)
2,737
57
(1,049)
(618)
1,127

12,790
(11,555)
1,235
170
(513)
–
892

91,987
(79,834)
12,153
421
(5,389)
(879)
6,306

(13,016)
12,914
(102)
–
–
–
(102)

–
–
–
–
–
-

–
(1,440)
(1,440)
–
–
–
(1,440)

(13,016)
11,474
(1,542)
–
–
–
(1,542)

78,971
(68,359)
10,611
421
(5,389)
(879)
4,764

300
(1,116)
(816)
3,471
(867)
2,604

98
(375)
(277)
850
(282)
568

5
(911)
(906)
(14)
(158)
(172)

403
(2,402)
(1,999)
4,307
(1,307)
3,000

(45)
45
–
(102)
20
(82)

–
(508)
(508)
(508)
102
(406)

–
–
–
(1,440)
288
(1,152)

(45)
(463)
(508)
(2,049)
410
(1,640)

358
(2,865)
(2,507)
2,257
(897)
1,361

–

–

274

274

–

–

–

–

274

2,604

568

102

3,274

(82)

(406)

(1,152)

(1,640)

1,634

1,421

99

432

1,952

-

-

1,440

1,440

3,392

255

134

658

1,047

–

–

–

–

1,047
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Proforma consolidated statement of financial
position as at 31 December 2009
Mln RUB

4

MSTT

ETS

TSM

SUBTOTAL

Adjustment for
elimination of
intercompany
transactions (e)

Adjustment
for financing
arrangements (c)

Adjustment for
acquisition
of ETS (b)

Adjustment for
acquisition
of TSM (a)

Total
adjustments

PROFORMA
GROUP

–
26
9,421

–
1
511

–
1
1,772

–
28
11,704

–
–
–

–
–
–

1,091
908
162

918
292
998

2,009
1,200
1,160

2,009
1,228
12,864

14
196
20
–
1,512
11,189

90
–
–
321
–
923

–
–
25
279
–
2,077

104
196
45
600
1,512
14,189

(46)
–
–
20
–
(26)

–
3,484
–
102
–
3,586

–
(2,220)
–
–
–
(59)

–
(1,264)
–
–
–
944

(46)
–
–
122
–
4,445

58
196
45
722
1,512
18,634

ASSETS
Non-current assets
Goodwill
Intangible assets
Property, plant and
equipment
Trade and other receivables
Other investments
Loans given
Deferred tax assets
Other non-current assets
Total non-current assets
Current assets
Inventories
Income tax receivable
Trade and other receivables
Amounts due from
customers on construction
contracts
Loans given
Prepayments
Cash and cash equivalents
Total current assets

2,473
1,065
810
3,095

61
–
1,898
198

455
–
868
1,025

2,989
1,065
3,576
4,318

–
–
(77)
(1,102)

–
–
–
–

–
–
–
–

–
–
–
–

–
–
(77)
(1,102)

2,989
1,065
3,499
3,216

331
1,103
4,861
13,738

143
5,998
7,718
16,016

–
238
213
2,799

474
7,339
12,792
32,553

(268)
(88)
–
(1,535)

–
–
–
–

–
–
–
–

–
–
–
–

(268)
(88)
–
(1,535)

206
7,251
12,792
31,018

TOTAL ASSETS

24,927

16,939

4,876

46,742

(1,561)

3,586

(59)

944

2,910

49,652

на полосы
OJSC MOSTOTREST

Proforma consolidated statement of financial
position as at 31 December 2009
Mln RUB

MSTT

ETS

TSM

SUBTOTAL

Adjustment for
elimination of
intercompany
transactions (e)

Adjustment
for financing
arrangements (c)

Adjustment for
acquisition
of ETS (b)

Adjustment for
acquisition
of TSM (a)

Total
adjustments

PROFORMA
GROUP

EQUITY AND
LIABILITIES
Equity
Share capital
Reserve for availablefor-sale financial assets
Retained earnings

(131)

–

–

(131)

–

–

–

–

–

(131)

(110)

–

–

(110)

–

–

–

–

–

(110)

(9,011)

(259)

406

1,144

878

2,169

(6,842)

–

–

(9,252)

(259)

406

1,144

878

2,169

(7,083)

Total equity
attributable to equity
holders of the Company
Long-term liabilities
Loans and borrowings
Non-controlling interest
Long-term trade and
other payables
Deferred tax liabilities
Total long-term
liabilities
Short-term liabilities
Loans and borrowings
Trade and other
payables
Amounts due to
customers on
construction contracts
Construction contracts
loss provision
Other provisions
Current tax liabilities
Total short-term
liabilities
TOTAL EQUITY AND
LIABILITIES

(9,011)
(9,252)

(273)

(1)

(109)

(383)

–

(3,992)

–

–

(3,992)

(4,375)

–

(163)

1,180

1,017

–

–

(871)

(1,564)

(2,435)

(1,418)

(306)

–

–

(306)

88

–

–

–

88

(218)

(356)

–

–

(356)

–

–

(214)

(258)

(472)

(828)

(935)

(164)

1,071

(28)

88

(3,992)

(1,085)

(1,822)

(6,811)

(6,839)

(6,010)

(38)

(475)

(6,523)

444

–

–

–

444

(6,079)

(4,565)

(7,063)

(3,598)

(15,226)

174

–

–

–

174

(15,052)

(3,194)

(9,557)

(1,788)

(14,539)

1,114

–

–

–

1,114

(13,425)

(170)

–

–

(170)

–

–

–

–

–

(170)

(112)

(25)

(4)

(141)

–

–

–

–

–

(141)

(689)

(92)

(82)

(863)

–

–

–

–

–

(863)

(14,740)

(16,775)

(5,947)

(37,462)

1,732

–

–

–

1,732

(35,730)

(24,927)

(16,939)

(4,876)

(46,742)

1,561

(3,586)

59

(944)

(2,910)

(49,652)
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Proforma consolidated statement
of income for the year ended
31 December 2010
Mln RUB

MSTT
2010
Consolidated
Financial
Statements

DeconMSTT
ETS
TSM Subtotal
AdjustAdjust- Adjust- Adjustment
solida2010
2010
2010
ment for ment for ment for
for nontion of unaudited
unauunauelimina- financing depre- controlling
ETS and
standited
dited
tion of arrange- ciation
interest
TSM (g)
dalone
stanstaninter- ments for
and liability to
Financial
dalone
dalone
company acquisi- amorti- minorities
Informa- Financial Financial
transaction of
sation of ETS and
tion Informa- Informations (е) ETS and
(d)
TSM (f)
tion
tion
TSM (с)

Revenue
Cost of sales
Gross profit
Other income
Administrative
expenses
Other expenses
Results from
operating
activities
Finance income
Finance costs
Dividends and noncontrolling interest
Net finance costs
Share of profit/loss
of equity accounted
investees
Profit before
income tax
Income tax expense

60,279
(51,284)
8,995
222
(4,557)

(27,891)
26,774
(1,117)
69
849

32,388
(24,510)
7,878
291
(3,708)

37,714
(34,368)
3,346
72
(984)

14,825
(13,170)
1,655
342
(394)

84,927
(72,048)
12,879
705
(5,086)

(10,048)
9,669
(379)
(90)
2

–
–
–
–
–

–
(1,440)
(1,440)
–
–

–
–
–
–

(10,048)
8,229
(1,819)
(90)
2

74,879
(63,819)
11,060
615
(5,084)

(949)
3,711

530
331

(419)
4,042

(364)
2,070

(312)
1,291

(1,095)
7,403

1
(466)

–
–

–
(1,440)

–
-

1
(1,906)

(1,094)
5,497

111
(1,341)
–

(1)
183
–

110
(1,158)
–

73
(45)
(1,200)

5
(173)
(200)

188
(1,376)
(1,400)

(22)
22
–

–
(231)
–

–
–
–

–
–
(540)

(22)
(209)
(540)

166
(1,585)
(1,940)

(1,230)
(7)

182
–

(1,048)
(7)

(1,172)
–

(368)
–

(2,588)
(7)

–
–

(231)
–

–
–

(540)
–

(771)
–

(3,359)
(7)

2,474

513

2,987

898

923

4,808

(466)

(231)

(1,440)

(540)

(2,677)

2,131

(744)

(40)

(784)

(431)

(300)

(1,515)

93

46

288

–

427

(1,088)

Profit for the year

1,730

473

2,203

467

623

3,293

(373)

(185)

(1,152)

(540)

(2,250)

1,043

Depreciation and
amortisation
Capital
expenditures

2,777

(1,409)

1,368

126

580

2,074

–

–

1,440

–

1,440

3,514

1,848

–

1,848

186

1,164

3,198

–

–

–

–

–

3,198

6

Total
adjustments

PROFORMA
GROUP

на полосы
OJSC MOSTOTREST

1

Explanatory notes

(a) The transaction
OJSC Mostotrest (“MSTT”) is an open joint stock company as defined by the Civil Code of the Russian Federation.
On 13 May 2010 OJSC Mostorest obtained control over OOO Transstroymekhanisatsiya (“TSM”) by acquiring
a 50.1% interest in the company’s share capital for a consideration of RUB 1,264 million paid in cash.
In addition, during the period 13 May 2010 to 28 June 2010 OJSC Mostotrest obtained control over OOO
Engtransstoy Corporation (ETS) by acquiring a 51% interest in the company’s share capital for a consideration of
RUB 2,220 million paid in cash.
TSM and ETS together are further referred to as the Acquirees.
The total cost of the business combinations has been allocated to the tangible and identifiable intangible assets
acquired, and liabilities and contingent liabilities assumed on the basis of their estimated fair values on the
acquisition date. MSTT accounted for the business combination in its consolidated financial statements as at and for
the year ended 31 December 2010.
This proforma consolidated financial information has been prepared to illustrate the effect that the acquisition of
the Acquirees would have had on MSTT’s consolidated statements of comprehensive income for the years ended
31 December 2009 and 2010 and consolidated statement of financial position as at 31 December 2009 if the
acquisitions had taken place on 1 January 2009.
The proforma adjustments are based on available information and a number of assumptions. Since MSTT and
the Acquirees were not under common control or management for periods prior to 13 May and 28 June 2010,
the proforma consolidated financial results may not be comparable to, or indicative of, future performance. This
proforma consolidated financial information should be read in conjunction with the historical consolidated financial
statements of MSTT and the Acquirees, respectively.

(b) Accounting principles of the underlying historical financial information
MSTT and the Acquirees prepare their financial statements in accordance with International Financial Reporting
Standards (“IFRS”).

(c) Sources of information
The proforma consolidated statement of financial position as at 31 December 2009, and the proforma consolidated
statement of income for the year ended 31 December 2009 have been prepared on the basis of:
−− the audited consolidated financial statements of MSTT prepared in accordance with IFRS as at and
for the year ended 31 December 2009;
−− the audited preliminary IFRS consolidated financial statements of TSM as at and for the year ended
31 December 2009 prepared in accordance with IFRS 1 First-time Adoption of International Financial
Reporting Standards;
−− the audited preliminary IFRS financial statements of ETS as at and for the year ended 31 December
2009 prepared in accordance with IFRS 1 First-time Adoption of International Financial Reporting
Standards.
The proforma consolidated statement of income for the year ended 31 December 2010 has been prepared on the
basis of:
−− the audited consolidated financial statements of MSTT prepared in accordance with IFRS as at and
for the year ended 31 December 2010 (Column MSTT 2010 Consolidated Financial Statements);
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−− Unaudited management information of MSTT as at and for the year ended 31 December 2010
(column MSTT Unaudited Standalone Financial Information);
−− Unaudited management information of ETS as at and for the year ended 31 December 2010
(column ETS Unaudited 2010 Financial Information);
−− Unaudited management information of TSM as at and for the year ended 31 December 2010
(column TSM Unaudited 2010 Financial Information).

(d) Capital expenditures
The capital expenditures in the proforma consolidated statement of income include purchases of property,
plant and equipment and intangible assets.

2

Underlying assumptions
The following assumptions have been made in preparing this proforma consolidated financial information:

(a) The acquisition date
The transaction described in note 1(a) occurred on 1 January 2009.

(b) The cost of the business combination
The cost that would have been incurred for the shares in the Acquirees had the acquisition taken place on 1
January 2009, would have been equal to the actual consideration paid in April 2010 amounting to RUB 1,264
million and RUB 2,220 million.

(c) Fair values
The estimated fair values of tangible assets, identifiable intangible assets, including construction contracts,
liabilities and contingent liabilities of the Acquirees on 1 January 2009 were the same as their fair values at
13 May 2010 for TSM and at 28 June 2010 for ETS, adjusted for the amount of recognized gains and losses
and other changes in shareholders’ equity of the Acquirees from 1 January 2009 to the respective dates of
acquisitions.

(d) The financing of the transaction
The transactions to acquire the respective interests in the Acquirees were financed with RUB denominated
loans obtained on 1 January 2009.
The proforma consolidated financial information assumes no cash settlements of interest and principal
amounts of the loans from 1 January 2009 till the actual date of their repayment in 2010.

8
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3

Proforma adjustments
The adjustments below have been reflected in the proforma consolidated financial information.

(a) Adjustment for acquisition of TSM
The adjustment corresponds to the proforma goodwill on the investment in TSM assuming that the acquisition
was made on 1 January 2009. The acquisition of TSM is assumed to involve proforma goodwill on consolidation
as shown below:
Mln RUB
Proforma cost of business combination

1,264

Proforma fair value of the net identifiable assets acquired

(346)

The excess of the consideration paid over the fair value of the net identifiable assets, liabilities and
contingent liabilities (proforma goodwill)

918

The proforma goodwill of RUB 918 million differs from the actual goodwill on the acquisition of TSM amounting
to RUB 1,113 million by the amount of recognized gains and losses and other changes in shareholders’ equity
of TSM from 1 January 2009 to 13 May 2010 – refer notes 2(b) and 2(c) for assumptions applied to the cost
of the business combination and the fair values of the net identifiable assets.

(b) Adjustment for acquisition of ETS
The adjustment corresponds to the proforma goodwill on the investment in ETS assuming that the acquisition
was made on 1 January 2009. The acquisition of ETS is assumed to involve proforma goodwill on consolidation
as shown below:
Mln RUB
Proforma cost of business combination
Proforma fair value of the net identifiable assets acquired
The excess of the consideration paid over the fair value of the net identifiable assets, liabilities and
contingent liabilities (proforma goodwill)

2,220
(1,129)
1,091

The proforma goodwill of RUB 1,091 million differs from the actual goodwill on the acquisition of ETS
amounting to RUB 1,291 million by the amount of recognized gains and losses and other changes in
shareholders’ equity of ETS from 1 January 2009 to 28 June 2010 – refer notes 2(b) and 2(c) for assumptions
applied to the cost of the business combination and the fair values of the net identifiable assets.

(c) Adjustment for financing arrangements
The adjustment represents the interest that would have been payable for 2009 and 2010 based on an
assumed interest rate of 14.57% per annum determined as at 1 January 2009. The actual interest rate on
the loan taken out for the acquisition of TSM and ETS was 11% per annum, and the corresponding actual
interest expense for the period from the date of loan disbursement until repayment date amounted to
RUB 277 million. At an interest rate of 11% per annum the interest expense on the loan would have amounted
to RUB 383 million annually. The related income tax effect of 20% would have been applied to additional
interest expense.
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(d) Adjustment for depreciation and amortization
The adjustment represents amortization of the construction contract asset and depreciation of the difference
between the fair value and cost of property, plant and equipment of TSM and ETS. The construction contract
asset has been identified as part of purchase price allocation of TSM and ETS at the date of acquisition. The
amortization period was set up at 24 months since this period represents the average duration of the projects.
The property, plant and equipment of TSM and ETS are depreciated over 5 and 6 years, respectively, based on
the average useful lives of these assets.

(e) Adjustment for elimination of intercompany transactions
The adjustment represents elimination of transactions and balances between MSTT and the Acquirees.

(f) Adjustment for non-controlling interest liability to minorities of TSM and ETS
The adjustment represents the liability to minorities of TSM and ETS with regard to their interest in profit
or loss for the year. In accordance with the Law on Limited Liability Companies No.14-FZ dated 8 February
1998 and the Charters of TSM and ETS, a participant may unilaterally withdraw from the entity. In such
circumstances, the entity is obliged to pay a withdrawing participant its share of the net assets of the entity,
if provided in the Charter of the company. The payment should be made no later than twelve months after
the end of the year in which the withdrawal occurs on the basis of the participant’s share of the entity’s
net assets at their carrying amounts in the entity’s statutory financial statements (prepared under Russian
accounting standards).
As a result, the contributions of the participants of TSM and ETS are classified as debt instruments, and
accordingly, profit/loss attributable to non-controlling interest is classified as a finance cost in the financial
statements.

(g) Deconsolidation of TSM and ETS
The adjustment represents de-consolidation of the financial results of TSM and ETS which have been included
into the annual financial statements of MSTT from May and June 2010, accordingly. Their annual financial
results are further consolidated under columns ETS and TSM.

4

Breakdowns of selected proforma accounts

(a) Revenues
Mln RUB
Revenue from contracts for construction of:
bridges and highways
railway infrastructure facilities
airfields and airports
other infrastructure facilities
other facilities
Total revenue from construction contracts
other revenue
Total revenue

10

2009

2010

41,184
9,657
3,220
20,276
3,238
77,575
1,396
78,971

47,546
13,781
6,876
2,959
2,409
73,571
1,308
74,879

на полосы
OJSC MOSTOTREST

(b) Cost of sales
Mln RUB

MSTT
2009
2010

ETS
2009
2010

TSM
2009
2010

Adjustments
2009
2010

PROFORMA GROUP
2009
2010

Services of subcontractors
Materials
Personnel expenses
Machinery, equipment, transport,
and labor services provided by
third parties
Depreciation and amortisation
Fuel
Insurance
Services of principal contractors
Other cost of sales
Total cost of sales

6,799
6,277
4,784
1,054

5,692
7,773
6,153
1,021

38,842
3,557
–
132

33,397
72
–
21

3,219
3,834
853
1,576

1,945
4,705
1,162
2,826

(11,973)
(277)
–
(1)

(8,965)
(207)
1
–

36,887
13,391
5,637
2,761

32,069
12,343
7,316
3,868

1,409
405
104
465
2,914
24,211

1,314
530
234
390
1,403
24,510

65
–
673
143
655
44,067

93
–
419
121
245
34,368

341
202
1
584
945
11,555

537
272
41
566
1,116
13,170

1,440
–
–
(584)
(79)
(11,474)

1,440
–
–
(491)
(7)
(8,229)

3,255
607
778
608
4,435
68,359

3,384
802
694
586
2,757
63,819

(c) Administrative expenses
Mln RUB

MSTT
2009
2010

ETS
2009
2010

Personnel expenses
Consulting and audit services
Social expenses
Rent expense
Taxes other than income tax
Depreciation and amortisation
Charity
Materials
Bank fees
Other administrative expenses
Total administrative expenses

2,098
518
173
19
126
20
103
136
92
542
3,827

561
6
–
138
11
34
11
–
2
286
1,049

1,939
475
330
27
128
56
121
91
61
480
3,708

544
22
–
120
7
33
4
–
2
252
984

TSM
2009
2010
138
3
–
33
10
67
–
157
9
96
513

196
17
0
29
16
44
0
19
8
65
394

Adjustments
2009
2010
–
–
–
–
–
–
–
–
–
–
–

–
–
–
(2)
–
–
(4)
–
–
4
(2)

PROFORMA GROUP
2009
2010
2,797
527
173
190
147
121
114
293
103
924
5,389

2,679
514
330
174
151
133
121
110
71
801
5,084
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(d) Finance income and finance costs
Mln RUB
Finance income:
Interest income
on bank deposits
Interest income
on loans given
Foreign exchange gain
Other income
Total finance income
Finance costs:
Interest expense
on borrowings
Interest expense
on finance leases
Foreign exchange loss
Total finance costs
Dividends and non-controlling
interest
Net finance cost

12

MSTT
2009
2010

ETS
2009
2010

TSM
2009
2010

Adjustments
2009
2010

PROFORMA GROUP
2009
2010

56

53

19

48

1

–

–

–

76

101

150

30

55

19

3

4

(45)

(22)

163

31

92
2
300

14
13
110

0
24
98

2
4
73

1
–
5

1
–
5

–
–
(45)

–
–
(22)

93
26
358

17
17
166

(1,045)

(1,081)

(12)

(39)

(169)

(57)

(463)

(209)

(1,689)

(1,386)

(71)

(78)

(59)

(5)

(72)

(115)

–

–

(202)

(198)

–
(1,116)

–
(1,159)

(1)
(72)

(1)
(45)

–
(241)

–
(172)

–
(463)

–
(209)

(1)
(1,892)

(1)
(1,585)

–

–

(303)

(1,200)

(670)

(200)

–

(540)

(973)

(1,940)

(816)

(1,049)

(277)

(1,172)

(906)

(367)

(508)

(771)

(2,507)

(3,359)

на полосы
OJSC MOSTOTREST

5

Non-IFRS measures

(a)	Earnings before interest, tax, depreciation
and amortization (EBITDA)
2009
Mln RUB
Net Profit/(Loss) from continuing operations
Plus/(Minus)
Income tax expense
Net finance costs
Depreciation and amortisation
EBITDA

2010
Mln RUB
Net Profit/(Loss) from continuing operations
Plus/(Minus)
Income tax expense
Net finance costs
Depreciation and amortisation
EBITDA

MSTT

ETS

TSM

Total
adjustments

PROFORMA
GROUP

2,604

568

(172)

(1,640)

1,361

867
816
1421
5,708

282
277
99
1,226

158
906
432
1,324

(410)
508
1,440
(102)

897
2,507
3392
8,157

MSTT

ETS

TSM

Total
adjustments

PROFORMA
GROUP

2,203

467

623

(2,250)

1,043

784
1,048
1,368
5,403

431
1,172
126
2,196

300
368
580
1,871

(427)
771
1,440
(466)

1,088
3,359
3,514
9,004
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CREATING
OPPORTUNITIES

KEY CONTACTS AND SHAREHOLDERS’
INFORMATION
Mostotrest OJSC
Legal Address

Stock Exchange

24/7 Myasnitskaya Str., bld. 3,
Moscow, Russia, 101990
Phone: +7 (495) 628-26-54
Fax: +7 (495) 625-73-21
E-mail: mostro@mostro.ru
Website: www.mostotrest.ru

MICEX Stock Exchange
13 Bolshoy Kislovskiy per.,
Moscow, Russia, 125009
Phone: +7 (495) 363-32-32
Fax: +7 (495) 705-96-22
Website: www.micex.ru

Investor Relations

Media Relations

RTS Stock Exchange
4/7 Vozdvizhenka Str., bld. 1,
Moscow, Russia, 125009
Phone: +7 (495) 705-90-31
Fax: +7 (495) 733-95-15
Website: www.rts.ru

Phone: +7 (495) 628-26-54
E-mail: pressa@mostro.ru

Auditors

Olesya Lapina, Head of Investor Relations
Phone: +7 (495) 628-26-54
E-mail: olapina@mostro.ru

KPMG
10 Presnenskaya Naberezhnaya,
Moscow, Russia, 123317
Phone: +7 (495) 937-44-77
Fax: +7 (495) 937-44-99
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