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Preliminary IFRS Statement of Comprehensive Income
Mln RUR
Revenue
Cost of sales
Gross profit
Other income
Administrative expenses
Other expenses
Results from operating activities
Finance income
Finance costs
Dividends
Net finance expense
Profit before income tax
Income tax expense
Profit and total comprehensive
income for the year

Note
5
6

7
8
10
10
22

11

2009
46,805
(44,067)
2,738
57
(1,049)
(618)
1,128
98
(72)
(303)
(277)
851
(282)
569

4
The preliminary IFRS statement of comprehensive income is to be read in conjunction with the notes to, and
forming part of the preliminary IFRS financial statements set out on pages 7 to 34.
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Preliminary IFRS Statement of Changes in Net assets attributable to
participants
Mln RUR
Profit and loss
attributable to
participants

Charter
capital

Balance at 1 January 2009
Profit and total comprehensive income for
the year
Balance at 31 December 2009

Total net
assets
attributable to
participants

30

(436)

(406)

30

569
133

569
163

5
The preliminary IFRS statement of changes in net assets attributable to participants is to be read in
conjunction with the notes to, and forming part of the preliminary IFRS financial statements set out on pages
7 to 34.
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Preliminary IFRS Statement of Cash Flows
Mln RUR
CASH FLOW FROM OPERATING ACTIVITIES
Profit for the year
Adjustments for:
Depreciation
Finance income net of finance costs
Provision on loans given
Gain on disposal of assets held for sale
Loss on disposal of property plant and equipment
Dividends
Income tax expense
Cash flows from operating activities before changes in working capital and
provisions

2009
569
99
(26)
152
(3)
7
303
282
1,382

Decrease in inventory
Decrease in trade and other receivables
Decrease in amounts due from customers for construction contracts
Increase in trade and other payables
Increase in amounts due to customers for construction contracts
Increase in provisions
Increase in advances and deferred expense
Cash flows from operations before income taxes and interest paid
Income tax paid
Net cash from operating activities

626
1,027
503
1,917
1,572
25
(861)
6,192
(293)
5,899

CASH FLOW FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment
Loans given
Interest received
Repayment of loans given
Proceeds from sales of property plant and equipment
Proceeds from sale of non-current assets held for sale
Net cash from investing activities

(134)
(261)
98
823
70
57
653

CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from borrowings
Repayment of borrowings
Finance lease payments
Dividends paid
Interest paid
Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

1,208
(1,209)
(260)
(303)
(29)
(593)
5,959
1,759
7,718

6
The preliminary IFRS statement of cash flows is to be read in conjunction with the notes to, and forming part
of the preliminary IFRS financial statements set out on pages 7 to 34.
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Notes to the Preliminary IFRS Financial Statements
1

Background

(a)

Organisation and operations
ENGTRANSSTROY Corporation LLC (the “Company”) is a Russian limited liability company
established in accordance with the Civil Code of the Russian Federation. The Company was
established in 2007. The Company’s registered office is 10, Tarusskaya street, Moscow, 117588,
Russia.
The Company is a general contractor specialized in transport infrastructure, industrial and civil
construction “turnkey” projects, including a wide range of EPC (engineering, procurement,
construction) projects in railways, bridges, tunnels, airports, sea and river ports, industrial buildings
and public facilities. The Company’s major customers are government agencies and other public
bodies. The Company’s activities are carried out in the Russian Federation.
During 2009 the Company’s immediate parent was Velopretco Holdings Co. Limited (Cyprus), and
the Company’s ultimate controlling party was Mr. Basin E.V.

(b)

Russian business environment
The Russian Federation has been experiencing political and economic change that has affected, and
may continue to affect, the activities of enterprises operating in this environment. Consequently,
operations in the Russian Federation involve risks that typically do not exist in other markets. In
addition, the contraction in the capital and credit markets and its impact on the Russian economy
have further increased the level of economic uncertainty in the environment. These statements
reflect management’s assessment of the impact of the Russian business environment on the
operations and the financial position of the Company. The future business environment may differ
from management’s assessment.

2

Basis of preparation

(a)

Statement of compliance
These preliminary IFRS financial statements have been prepared following the requirements of
IFRS 1 First-time Adoption of International Financial Reporting Standards (“IFRSs”), as part of
the Company’s preparation for the future adoption of IFRSs. When the Company prepares its first
complete set of consolidated IFRS financial statements, as at and for the year ending 31 December
2010, they will be prepared in accordance with the Standards and Interpretations in effect as at that
date.

Accordingly, these preliminary IFRS financial statements,
comparative information in the Company’s first complete set
prepared on the basis of the accounting policies expected to
complete set of IFRS financial statements. Any changes to

which are intended to form the
of financial statements, have been
be applied in the Company’s first
such Standards, Interpretations or

7
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accounting policies may require adjustment to these preliminary IFRS consolidated ?financial
statements before they comprise such comparative information.
An explanation of how the transition to IFRSs has affected the reported financial position, financial
performance and cash flows of the Company is provided in note 29.
(b)

Basis of measurement
The preliminary IFRS financial statements are prepared on the historical cost basis.

(c)

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

(d)

Use of estimates and judgments
The preparation of 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 financial statements is included in the following notes:


Note 3(k)(i) – revenue presentation;



Note 14

– deferred tax assets;



Note 16

– construction contracts in progress;



Note 18

– allowance 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:

3



Note 3(k)(i)
Revenue recognition based on the percentage-of-completion method on
construction contracts;



Note 26

Contingencies.

Significant accounting policies
The accounting policies set out below have been applied consistently throughout the period
presented in these preliminary IFRS financial statements and in preparing the opening IFRS
statement of financial position as at 1 January 2009 for the purposes of the transition to IFRSs.
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(a)

Foreign currency transactions
Transactions in foreign currencies are translated to the respective functional currency of the
Company 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. Foreign
currency differences arising in retranslation are recognised in profit or loss. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction.

(b)

Financial instruments

(i)

Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity, trade and other receivables,
cash and cash equivalents, loans and borrowings, and trade and other payables.
The Company initially recognises loans and receivables and deposits on the date that they are
originated. All other financial assets (including assets designated at fair value through profit or
loss) are recognised initially on the trade date at which the Company becomes a party to the
contractual provisions of the instrument.
The Company 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 Company 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 Company 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 Company has the following non-derivative financial assets: loans and receivables, cash and
cash equivalents.
Loans and receivables
Loans and receivables are 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
comprise trade and other receivables.
Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits with original maturities of
three months or less. Bank overdrafts that are repayable on demand and form an integral part of the

9
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Company’s cash management are included as a component of cash and cash equivalents for the
purpose of the statement of cash flows.
(ii)

Non-derivative financial liabilities
All financial liabilities are recognised initially on the trade date at which the Company becomes a
party to the contractual provisions of the instrument.
The Company 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 Company 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 Company has the following non-derivative financial liabilities: loans and borrowings and trade
and other payables.
Such financial liabilities are recognised initially at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition these financial liabilities are measured at
amortised cost using the effective interest method.

(iii)

Net assets attributable to participants
In accordance with the Law on Limited Liability Companies No.14-FZ dated 8 February 1998, a
participant may unilaterally withdraw from the entity. In such circumstances, the Company is
obliged to pay a withdrawing participant its share of the net assets of the entity for the year. 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
Principles).
As a result, charter capital of the Company and profit/loss attributable to participants represented in
long term liabilities of the Company.

(c)

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.
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, and borrowing
costs on qualifying assets for which the commencement date for capitalisation is on or after 1
January 2009. 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.

10

ENGTRANSSTROY Corporation LLC
PRELIMINARY IFRS FINANCIAL STATEMENTS
AS AT AND FOR YEAR ENDED 31 DECEMBER 2009

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and equipment,
and are recognised net within “other income” in profit or loss.
(ii)

Subsequent costs
The cost of replacing part 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 part will
flow to the Company and its cost can be measured reliably. The carrying amount of the replaced
part 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 calculated over the depreciable amount, which is the cost of an asset, or other
amount substituted for cost, less its residual value.
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 Company will obtain ownership by the end of the lease term.
The estimated useful lives for the current and comparative periods are as follows:


Buildings and constructions

7 years



Machinery and equipment

8 years



Vehicles

4 years



Others

4 years

Depreciation methods, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate.
(d)

Intangible assets

(i)

Intangible assets
Intangible assets that are acquired by the Company, which have finite useful lives, are measured at
cost less accumulated amortisation and accumulated impairment losses.

(ii)

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.

(iii)

Amortisation
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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 for the intangible assets are 2 to 5 years.
Amortisation methods, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate.
(e)

Leased assets
Leases in terms of which the Company 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 Company’s preliminary IFRS statement of financial position.

(f)

Inventories
Inventories are measured at the lower of cost and net realisable value.
The cost of inventories is 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.
Net realisable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.
The Company’s inventories include materials and goods for resale.

(g)

Amounts due from customers for construction contracts and amounts due to customers for
construction contracts
Amounts due from customers for construction contracts represent the amount of construction
contracts in progress less consideration received by the Company 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 for 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(k)(i)) less recognised losses. Cost includes all expenditure related directly to specific
projects and an allocation of fixed and variable overheads incurred in the Company’s contract
activities based on normal operating capacity.

12
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(h)

Impairment

(i)

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 Company on terms that the Company would not
consider otherwise, indications that a debtor or issuer will enter bankruptcy, 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.
The Company considers evidence of impairment for receivables at both a specific asset and
collective level. All individually significant receivables are assessed for specific impairment. All
individually significant 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. Receivables that are not individually significant are collectively assessed for
impairment by grouping together receivables with similar risk characteristics.
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 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.

(ii)

Non-financial assets
The carrying amounts of the Company’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.
The recoverable amount of an asset or cash-generating unit 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. 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 groups of assets (the “cash-generating unit”).
The Company’s corporate assets do not generate separate cash inflows. If there is an indication that
a corporate asset may be impaired, then the recoverable amount is determined for the cash
generating unit to which the corporate asset belongs.
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment losses are recognised in profit or loss. Impairment
losses recognised in respect of cash-generating units are allocated to reduce the carrying amount of
the assets in the unit (group of units) on a pro rata basis.
13
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The 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.
(i)

Employee benefits

(i)

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 profitsharing plans if the Company 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.

(j)

Provisions
A provision is recognised if, as a result of a past event, the Company 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 sales under construction contract
recognised. The provision is based on historical warranty data and a weighting of all possible
outcomes against their associated probabilities.

(ii)

Onerous contracts
A provision for onerous contracts is recognised when the expected benefits to be derived by the
Company 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 Company recognises any impairment loss on the assets associated with
that contract. The provision is recognised in accordance with the IAS 11 Contruction contracts
requirements.

(k)

Revenue

(i)

Construction contracts
In capacity of general contractor the Company acts as a principal and therefore recognises revenue
from ultimate customer and cost sales to subcontractors on a gross basis.
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
14
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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)

Commissions
When the Company 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 Company.

(iii)

Revenue from other activities
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.

(l)

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.
At inception of an arrangement, the Company 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 specific asset. An arrangement conveys the right to use the asset if the
arrangement coveys to the Company the right to control the use of the underlying asset.

15
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(ii)

Social expenditure
To the extent that the Company’s contributions to social programs benefit the community at large
and are not restricted to the Company’s employees, they are recognised in profit or loss as incurred.

(m)

Finance income and costs
Finance income comprises interest income on funds invested and foreign currency gains.
Interest income is recognised as it accrues in profit or loss, using the effective interest method.
Finance costs comprise interest expense on borrowings, foreign currency losses, interest expense
on financial lease and impairment losses recognised on financial assets. 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.

(n)

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.
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 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. In
addition, deferred tax is not recognised for 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.
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.

(o)

New Standards and Interpretations not yet 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 preliminary IFRS financial
statements. The following new Standards, amendments to Standards and Interpretations may
potentially impact the the Company’s financial position or performance. The Company plans to
adopt these pronouncements when they become effective.

16
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4



Revised IAS 24 Related Party Disclosures (2009) introduces an exemption from the basic
disclosure requirements in relation to related party disclosures and outstanding balances,
including commitments, for government-related entities. Additionally, the standard has been
revised to simplify some of the presentation guidance that was previously non-reciprocal. The
revised standard is to be applied retrospectively for annual periods beginning on or after 1
January 2011. The Company has not yet determined the potential effect of the amendment.



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 several phases and is intended to replace
International Financial Reporting Standard IAS 39 Financial Instruments: Recognition and
Measurement once the project is completed by the end of 2010. The first phase of IFRS 9 was
issued in November 2009 and relates to the recognition and measurement of financial assets.
The Company recognises that the new standard introduces many changes to the accounting for
financial instruments and is likely to have a significant impact on Company’s financial
statements. The impact of these changes will be analysed during the course of the project as
further phases of the standard are issued.



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 Company has not yet
analysed the likely impact of the improvements on its financial position or performance.

Determination of fair values
A number of the Company’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)

Trade and other receivables
The fair value of trade and other receivables, excluding construction work in progress and advances
paid, 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.

(b)

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.

17
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Revenue
Mln RUR
Revenue by construction contract:
bridges and highways
railway infrastructure facilities
ports and in-land water infrastructure facilities
other infrastructure facilities
airfields and airports
other facilities
Total revenue from construction contracts
Revenue from resale of goods and materials
Total revenue

2009
17,254
10,423
8,533
5,814
3,653
952
46,629
176
46,805

Revenue allocation according to the Federal Districts is as follows
Mln RUR
Revenue by districts:
Central Federal District
Southerm Federal District
Volga Federal District
Siberian Federal District
Far Eastern Federal District
Northwestern Federal District
Total revenue from construction contracts

6

11,588
2,527
133
7,231
20,076
5,074
46,629

Cost of sales
Mln RUR
Services of subcontractors
Materials
Insurance
Other services

7

2009

2009
38,842
3,557
673
995
44,067

Administrative expenses
Mln RUR
Personnel expenses
Lease expense
Transportation
Depreciation
Other expenses

2009
561
138
97
34
219
1,049

18

8

Other expenses
Mln RUR
Bad debt provision
Write-off of loans given
Loss on impairment of advances given and receivables from customers under
long-term constuction/ services contracts
Distribution expenses
Residual value of disposed property plant and equipment
Other expenses

9

200
152
121
26
7
112
618

Personnel costs
Mln RUR
Wages and salaries
Charge on salary and wages

10

2009

2009
526
35
561

Finance income and finance costs
Mln RUR
Recognised in profit or loss
Interest income on loans
Interest income on bank deposits
Interest income on finance leases
Finance income

2009
55
19
24
98

Interest expense on borrowings
Foreign exchange loss
Interest expense on finance leases
Finance costs
Net finance income in profit or loss

11

(12)
(1)
(59)
(72)
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Income tax expense
The Company’s applicable tax rate is the income tax rate of 20% for Russian companies.
Mln RUR
Current tax expense
Current year
Deferred tax expense
Origination and reversal of temporary differences
Total income tax and expense

(a)

2009
380

(98)
282

Reconciliation of effective tax rate:
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2009
Mln RUR

12

%

Profit before income tax

851

100

Income tax at applicable tax rate
Non-deductible expenses

170
112
282

20
13
33

Property, plant and equipment
Mln RUR
Buildings and
constructions

Machinery
and
equipment

Vehicles

Other

Total

Costs
Balance at 1 January 2009
Additions
Disposals
Balance at 31 December 2009
Depreciation
Balance at 1 January 2009
Depreciation for the year
Disposals
Balance at 31 December 2009
Carrying amounts
At 1 January 2009
At 31 December 2009

11
(1)
10

52
251
(41)
262

280
45
(42)
283

64
10
(1)
73

407
306
(85)
628

2
2

27
(13)
14

23
53
(4)
72

12
17
29

35
99
(17)
117

11
8

52
248

257
211

52
44

372
511

Depreciation expense RUR 65 mln has been charged to cost of sales, RUR 34 mln to administrative
expenses.
(a)

Leased plant and machinery
The Company leases machinery and equipment and vehicles under a number of finance lease
agreements. At the end of each of the leases the Company has the option to purchase the equipment
at a beneficial price. At 31 December 2009 the net book value of leased machinery and equipment
and vehicles was RUR 219 mln. The leased equipment secures lease obligations.

13

Non-current assets held for sale
Prior to 1 January 2009 the Company acquired a 24.99% interest in Institute for projecting and
exploration of highways “Souzdorproject” OJSC for RUR 54 mln.
This investment was acquired in the purpose to resale and was classified as non-current assets held
for sale.
In December 2009 the investment was sold for RUR 57 mln.

14

Deferred tax assets

(a)

Recognised deferred tax assets
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Deferred tax assets are attributable to the following:

Mln RUR
2009
Trade and other receivables
Construction contracts (including due to and from customers)
Loans and borrowings
Provisions
Other
Net tax assets

(b)

19
233
34
5
30
321

Movement in temporary differences during the year
Mln RUR

Trade and other receivables
Construction contracts (including due to and
from customers)
Loans and borrowings
Provisions
Other

15

1 January 2009

Recognised in
income

31 December
2009

1

17

18

210
12
223

23
22
5
31
98

233
34
5
31
321

Inventories
Mln RUR
Materials
Goods for resale
Other materials

16

1 January 2009
1
210
12
223

2009
19
40
2
61

1 January 2009
546
137
4
687

Construction contracts in progress
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Mln RUR
Progress billings
Billed in excess of contract revenue recognised
Contract revenue accumulated to the period end
Contract costs accumulated to the period end
Recognised profits
Contract revenue accumulated to the period end
Advances received
Payments
Net receivables from / (payables to) customers

2009
70,215
(1,048)
69,167
(65,968)
3,199

1 January 2009
23,292
(998)
22,294
(22,143)
151

69,167
(8,818)
(69,708)
(9,359)

22,294
(7,159)
(22,419)
(7,284)

198
(9,557)
(9,359)

701
(7,985)
(7,284)

Amounts due from customers for construction contracts
Amounts due to customers for construction contracts

17

Prepayments
Prepayments are represented by amounts prepaid to subcontractors engaged by the Company to
complete construction contracts.
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Trade and other receivables
Mln RUR
Trade receivables
Other receivables
Other taxes receivable

2009

Non-current
Current

273
185
1,530
1,988

1 January 2009
1,440
330
1,245
3,015

90
1,898
1,988

173
2,842
3,015

The Company’s exposure to credit and currency risks and impairment losses related to trade and
other receivables are disclosed in note 23 (b)(i).
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Cash and cash equivalents
Mln RUR
Cash at banks
Bank deposits with maturities less than 3 months

2009
5,718

1 January 2009
759

2,000
7,718

1,000
1,759

The Company’s exposure to interest rate risk and a sensitivity analysis for financial assets and
liabilities are disclosed in Note 23 (b)(i).
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Loans and borrowings
This note provides information about the contractual terms of the Company’s interest-bearing loans
and borrowings, which are measured at amortised cost. For more information about the Company’s
exposure to interest rate, foreign currency and liquidity risk, see Note 23.
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Mln RUR
Short-term liabilities
Current portion of finance lease liabilities

2009

1 January 2009

Current liabilities
Finance lease liabilities

(a)

38
38

70
70

1
1

12
12

Finance lease liabilities are payable as follows:
Mln RUR

Less than one year
Between 1 and 5 years

2009
Future
minimum
lease
payments
41
1
42

01 January 2009
Present
value of
minimum
lease
payments
38
1
39

Interest
3
3

Future
minimum
lease
payments
85
13
98

Interest
15
1
16

Present
value of
minimum
lease
payments
70
12
82

The carrying amount and face value of loans and borrowings were as follows:
2009
Mln RUR
Finance lease
liabilities
Finance lease
liabilities
Total

Currency

Nominal
interest rate

Year of
maturity

RUB

1.2%-34.9%

2010-2011

19

19

EUR

1.5%-12.8%

2011

23
42

20
39

Currency

Nominal
interest rate

Year of
maturity

RUR

1.2%-18.3%

2009-2011

70

60

EUR

12.8%

2011

28
98

22
82

1 January 2009
Mln RUR
Finance lease
liabilities
Finance lease
liabilities
Total

Face value

Face value

Carrying
amount

Carrying
amount

The weighted-average effective interest rates at the reporting date were as follows:
Finance lease liabilities
Finance lease liabilities
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Currency
RUR
EUR

2009
15.4%
7.2%

1 January 2009
10.6%
12.8%

Trade and other payables
23

Mln RUR
Trade payables
Other taxes payable
Other payables and accrued expenses
Non-current
Current

2009
5,979
878
206
7,063

1 January 2009
4,793
122
231
5,146

7,063
7,063

5,146
5,146

The Company’s exposure to currency and liquidity risk related to trade and other payables is
disclosed in note 23.
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Net assets attributable to participants

(a)

Charter capital
The Company’s charter capital amounts to RUR 30 mln fully paid by participants. Participants
have a right on dividends payments declared from time to time and have a right to vote on General
Metings in accordance with the rule one share – one voice.

(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 the Russian Accounting Principles. As at 31 December 2009 the Company had
retained earnings, including the profit for the current year, in the amount of RUR 1,458 mln.
During 2009 the Company declared and paid dividends in the amount oof RUR 303 mln.
Subsequent to 31 December 2009, additional dividends of RUR 1,200 mln have been declared.
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Financial instruments and risk management

(a)

Overview
The Company has exposure to the following risks from its use of financial instruments:


credit risk



liquidity risk



market risk

This note prefsents information about the Company’s exposure to each of the above risks, the This
note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s
management of capital. Further quantitative disclosures are included throughout these preliminary
IFRS financial statements.
Risk management framework
The Company’s general director has overall responsibility for the establishment and oversight of
the Company’s risk management framework. The Company’s management are responsible for the
establishment and oversight of the Company’s risk management framework. The Company’s
management regulary report to sole executive officer on its performance.
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The Company’s risk management policies are established to identify and analyse the risks faced by
the Company, 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 Company’s activities. The Company, 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 Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Company’s
receivables from customers and investment securities.

(i)

Trade and other receivables
The Company’s management has established a credit policy under which each new customer is
analysed individually for creditworthiness before the Company’s standard payment and delivery
terms and conditions are offered. The Company’s review includes external ratings, when available,
and in some cases bank references. Customers that fail to meet the Company’s benchmark
creditworthiness may transact with the Company 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 enduser 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.
The Company does not require collateral in respect of trade and other receivables.

(ii)

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:
In addition, the majority of the balance of construction in progress due from customers (note 17) is
from government agencies and other public bodies, therefore, there is a concentration of credit risk
with such type of customers.
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Mln RUR

Carrying amount
2009
1 January 2009
601
2,627
7,718
1,759
198
701
8,517
5,087

Loans and receivables
Cash and cash equivalents
Amounts due from customers for construction contracts

Impairment losses
The aging of trade and other receivables and amounts due from customers for construction
contracts at the reporting date was:

Mln RUR
Trade and other receivables
Not past due
Past due 0 - 180 days
Past due more than 180 days
Amounts due from customers for
construction contracts
Not past due

Gross
2009

Impairment
2009

Gross
Impairment
1 January 2009 1 January 2009

454
202
157

(157)

2,439
32
6

(6)

198
1,011

(157)

701
3,178

(6)

Based on historic default rates, the Company 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 180 days;
the main portion of the trade receivables balance relates to customers that have a good track record
with the Company.
The allowance accounts in respect of trade and other receivables and amounts due from customers
for construction contracts are used to record impairment losses unless the Company 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.
In addition, the majority of the balance of amounts due from customers for construction contracts
(note 16) is from government agencies and other public bodies, therefore, there is a concentration
of credit risk with such type of customers.
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(c)

Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
The Company’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 Company’s reputation.
The following are the contractual maturities of financial liabilities, including estimated interest
payments and excluding the impact of netting agreements.
2009
Mln RUR

Carrying
amount

Non-derivative financial
liabilities
Finance lease liabilities
Trade and other payables

(d)

42
6,185
6,227

0-6 mth

29
6,185
6,214

6-12 мес.

1-2yrs

12
12

1
1

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 Company’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 Company is not exposed to significant foreign currency risks.

(ii)

Interest rate risk
The Company is not exposed to significant interest rate risks.

(e)

Fair values versus carrying amounts
The fair values of financial assets and liabilities approximate their carrying amounts. The basis for
determining fair values is disclosed in note 4.

(f)

Capital management
The Company has no formal policy for capital management but management seeks to maintain a
sufficient capital base for meeting the Company’s operational and strategic needs and to maintain
confidence of market participants. This is achieved with efficient cash management, constant
monitoring of Company’s revenues and profit, and long-term investment plans mainly financed by
the Company’s operating cash flows. With these measures the Company aims for steady profits
growth.
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Operating leases
Non-cancellable operating lease rentals are payable as follows:
27

Mln RUR
Less than 1 year
From 1 to 5 years

2009
197
100
297

The Company leases a number of vehicles and office premisses under operating leases. The leases
typically run for an initial period to one year, with an option to renew the lease after that date.
Lease payments are usually increased annually to reflect market rentals.
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Capital commitments
As at 31 December 2009 the Company 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
Company 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 Company
property or relating to Company operations. Until the Company obtains adequate insurance
coverage, there is a risk that the loss or destruction of certain assets could have a material adverse
effect on the Company’s operations and financial position.
According to the legislation of the Russian Federation the Company 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 Company is also 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 Company has obtained full insurance coverage
against its civil liabilities arising under the construction contracts in accordance with the terms of
these contracts.

(b)

Warranties
The Company has certain warranty obligations under construction contracts terms of which range
from one to fifteen years, depending on type of construction work. The Company performed
analysis of historical data on actual compensations paid and defects rectified under these warranties
for the past four years. Based on this analysis, the Company 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 Company did not recognize a
warranty provision on construction contracts as at the reporting date.

(c)

Litigation
As at 31 December 2009 the Company was not engaged in litigations, the outcome of which might
have material effect on the preliminary IFRS financial statements.

(d)

Taxation contingencies
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The taxation system in the Russian Federation is relatively new and is characterised by frequent
changes in legislation, official pronouncements and court decisions, which are often 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 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 IFRS financial statements, if the authorities were successful in enforcing their
interpretations, could be significant.
The Company 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
Company. Should these suppliers be successfully challenged, the Company 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 Company believes that
it is not practicable to estimate the financial effect of potential tax liabilities, which ultimately
could be imposed on the Company due to transactions with suppliers. However, if such liabilities
were imposed, the amounts involved, including penalties and interest, could be material.
The Company also enters, in the normal course of business, into transactions with its related
parties. The Russian tax authorities may challenge such transactions on the basis that relationship
between the Company and its related parties may be based not on market prices. Due to the existing
tax authorities’ practice, this may result in additional tax risks for the Company. Should the tax
authorities prove that the prices in transactions of the Company with its related parties deviated by
from the relevant market prices by more than 20%, the Company may become liable to additional
tax payments. Management of the Company believes that it is not practicable to estimate the
financial effect of potential tax liabilities, which ultimately could be imposed on the Company due
to transactions with suppliers. However, if such liabilities were imposed, the amounts involved,
including penalties and interest, could be material.
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 preliminary IFRS 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
The Company’s immediate parent company is Velopretco Holdings Co. Ltd.
Neither the Company’s ultimate controlling party nor the next highest parent company prepare
financial statements that are available for public use.
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(b)

Transactions with management and close family members
Key management received the following remuneration during the year, which is included in
personnel costs:
Mln RUR
Salaries and bonuses

(c)

2009
149

Transactions with other related parties
The Company’s other related party transactions are disclosed below.

(i)

Revenue
All outstanding balances with related parties are to be settled in cash within six months of the
reporting date. None of the balances are secured.
Mln RUR
Transaction value
2009
2,551
163
2,714

Sale of goods to fellow subsidiaries
Services rendered to fellow subsidiaries

(ii)

Outstanding
balance
2009
5,111
105
5,216

Expenses
All outstanding balances with related parties are to be settled in cash within six months of the
reporting date. None of the balances are secured.
Mln RUR
Transaction value
2009
Purchase of subcontractor services from fellow subsidiaries
Purchase of goods from fellow subsidiaries

(iii)

27,311
1,756
29,067

Outstanding
balance
2009
3,858
259
4,117

Loans
Loans issued by the Company to fellow subsidiaries bear interest rates of 10.5% to 13%, maturing
in 2009-2010.
Mln RUR

Loans given to fellow
subsidiaries
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Outstanding
balance
1 January 2009

Loans given

Loans settled

2009

2009

550
550

260
260

(670)
(670)

Outstanding
balance
2009
140
140

Events subsequent to the reporting date
Change of ownership
30

In May 2010 Mostotrest OJSC acquired a 51% interest in the Company’s charter capital.
Significant construction contracts concluded
The following significant construction contracts were concluded in 2010:
-

The contract to construct building for Finance Academy for RUR 2,527 mln;

-

The contract to renovate the highway Sanatornaya – Bridge over Golden Rog bay (1st
stage) for RUR 1,928 mln;

-

The contract to construct highway Vladivostok-Nakhodka-Vostochny (Primorsky region)
1st stage for RUR 1,087 mln;

-

The contract to overhaul highway M-9 Baltiya 286-306 km for RUR 327 mln.

Significant borrowings
During the first half of 2010 the Company concluded a number of loan agreements with banks for
total amount of RUR 2,509 mln.
Dividends
In the first half of 2010 the Annual General Meeting of participants declared dividends payable for
2009 in the amount of RUR 1,200 mln.
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Explanation of the transition to IFRSs
As stated in note 2(a), these are the Company’s first preliminary IFRS financial statements
prepared in accordance with IFRSs.
In preparing its opening preliminary IFRS statement of financial position, the Company has
adjusted amounts reported previously in its financial statements prepared in accordance with
previous GAAP. An explanation of how the transition from previous GAAP to IFRSs has affected
the Company’s financial position, financial performance and cash flows is set out in the following
tables and the notes that accompany the tables.
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Reconciliation of net assets attributable to participants
1 January 2009

Mln RUR
ASSETS
Non-current assets
Property plant and equipment
Intangible assets
Trade and other receivables
Non-current financial investments
Deferred tax assets
Total non-current assets
Current assets
Inventories
Trade and other receivables
Amounts due from customers for
construction contracts
Loans given
Prepayments
Cash and cash equivalents
Non-current assets held for sale
Total current assets
Total assets
LIABILITIES
Long-term liabilities (other than
net assets attributable to
participants)
Loans and borrowings
Total long-term liabilities (other
than net assets attributable to
participants)
Net assets attributable to
participants
Charter capital
Profit and loss attributable to
participants
Total net assets attributable to
participants
Short-term liabilities
Loans and borrowings
Trade and other payables
Amounts due to customers under
construction contracts
Advances received
Provisions
Current tax liabilities
Total short-term liabilities
Total liabilities

`

31 December 2009
Carrying
amount
under
previous
GAAP

Carrying
amount under
previous
GAAP

Adjust
ments

1,310
190
55
1
1,556

(938)
6
(17)
(55)
222
(782)

372
6
173
223
774

286
101
387

225
1
(11)
321
536

511
1
90
321
923

952
4,030

(265)
(1,188)

687
2,842

186
2,465

(125)
(567)

61
1,898

1,857
5,149
759

701
(1,000)
(12)
1,000

701
857
5,137
1,759

2,295
6,273
5,718

198
(2,152)
(275)
2,000

198
143
5,998
7,718

12,747
14,303

54
(710)
(1,492)

54
12,037
12,811

16,937
17,324

(921)
(385)

16,016
16,939

-

12

12

-

1

1

-

12

12

-

1

1

30

-

30

30

-

30

452

(888)

(436)

1,458

(1,325)

133

482

(888)

(406)

1,488

(1,325)

163

5,777

70
(631)

70
5,146

6,928

38
135

38
7,063

8,040
4
13,821
14,303

7,985
(8,040)
(616)
(1,492)

7,985
4
13,205
12,811

8,816
92
15,836
17,324

9,557
(8,816)
25
939
(385)

9,557
25
92
16,775
16,939

IFRS

Adjust
ments

IFRS
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Reconciliation of comprehensive income for the year ended 31 December 2009

Mln RUR
Revenue
Cost of sales
Gross profit
Other income
Distribution expenses
Administrative expenses
Other expenses
Results from operating activities
Finance income
Finance costs
Dividends
Net finance income/(expense)
Profit before income tax
Income tax expense
Profit and total comprehensive
income for the year

(a)

Carrying
amount under
previous
GAAP

Adjustments

IFRS

49,947
(46,739)
3,208
684
(26)
(916)
(1,323)
1,627
74
(12)
62
1,689
(381)

(3,142)
2,672
(470)
(627)
26
(133)
705
(499)
24
(60)
(303)
(339)
(838)
99

46,805
(44,067)
2,738
57
(1,049)
(618)
1,128
98
(72)
(303)
(277)
851
(282)

1,308

(739)

569

Material adjustments to the statement of cash flows for the year ended 31 December 2009
Bank deposits of RUR 2,000 million (1 January 2009: RUR 1,000 million), maturing in less than
three months, were classified as current financial investments under previous GAAP. These bank
deposits were reclassified as cash and cash equivalents under IFRSs. There are no other material
differences between the statement of cash flows presented under IFRSs and the statement of cash
flows presented under previous GAAP.

(b)

Presentation of dividends
Dividends approved by the Company’s shareholders in 2009 in the amounts of RUR 303 million
were presented as a direct deduction from net assets attributable to participants under previous
GAAP. Under IFRSs the dividends have been presented within net finance expense.

(c)

Construction contracts
Under previous GAAP, the Company recognised revenue from construction contracts based on
surveys of construction works performed and accepted by customers as of the reporting date, plus
revenue from works already accepted by the Company from subcontractors but not yet accepted by
customers.
Under IFRSs, revenue from construction contracts is recognised using the percentage-ofcompletion method (note 3(k)(i)). Amounts due from and due to customers for construction
contracts have been disclosed separately on the face of the preliminary IFRS statement of financial
position.
In addition, as at 1 January 2009 under previous GAAP the Company capitalised certain contract
expenses as property, plant and equipment and inventories, while under IFRSs those contract
expenses have been recognised in profit and loss as incurred (note 3(k)(i)).
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Besides, under previous GAAP the Company presented general contractor’s fee receivable from
subcontractors and contract expenses from those subcontractors gross in revenue and cost of sales,
respectively. Under IFRSs these items are presented net.
The impact arising from the changes described above is summarised as follows:
Mln RUR

1 January 2009

31 December 2009

Preliminary IFRS statement of comprehensive income
Revenue

(3,142)

Cost of sales

2,672

Adjustment before income tax

(470)

Preliminary IFRS statement of financial position
Property, plant and equipment

(952)

-

Inventories

(266)

-

Trade and other receivables

(689)

(519)

701

198

(7,985)

(9,557)

8,039

8,816

230

212

(922)

(850)

34

(475)

(888)

(1,325)

Amounts due from customers for construction contracts
Amounts due to customers for construction contracts
Advances received
Related tax effect
Adjustment to Net assets attributable to participants,
related to construction contracts
Other adjustments, net of related tax effect
Total adjustment to Net assets attributable to participants
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