Appendix 5

BALANCE SHEET FOR III QUARTER 2007 AND ACCOUNTING POLICY FOR 2007

	Appendix

	to Order of the Ministry of Finance of the Russian Federation

	No. 67n of July 22, 2003

	BALANCE SHEET
	
	

	under the internal standard of RAO UES of Russia
	
	

	as of September 30, 2007
	
	CODES

	
	Form No. 1 as per the Russian Classification of Management Documentation (OKUD)
	710001

	
	Date (year, month, day)
	30.09.2007

	Organisation 
IDGC of Centre, JSC
	Russian Classification of Organisational and Legal Forms / Russian Classification of Property Categories (OKOPF/OKFS)
	75720657

	Taxpayer Identification Number
	INN
	690106107

	Business Type

Electric power distribution
	Russian Classification of Economic Activities (OKVED)
	0.10.2,33.20.9,40.10.

	Legal Form / Ownership Form
Joint Stock Company
	Russian Classification of Organisational and Legal Forms / Russian Classification of Property Categories (OKOPF/OKFS)
	47\16

	Monetary unit

thousand roubles 


OKEI
	384

	Location
129090, Moscow, Glukharev pereulok, d. 4/2
	

	
	Date of Approval
	 

	
	Date Dispatched [Received]
	 


	ASSETS
	Note
	Item Code
	At Beginning of Accounting Year
	At End of Accounting Year

	1
	A
	2
	3
	4

	I. FIXED ASSETS
	 
	
	 
	 

	Intangible assets
	 
	110
	 
	_

	including:
	 
	
	 
	 

	Rights for patents, programmes, trade marks (service marks), other similar rights and assets
	 
	111
	 
	 

	organisation costs
	 
	112
	-
	-

	goodwill
	 
	113
	 
	-

	other intangible assets
	 
	114
	-
	-

	R&D results
	 
	115
	-
	-

	Property, plant and equipment
	 
	120
	24,495
	20,677

	including:
	 
	
	 
	 

	land plots and nature facilities
	 
	121
	 
	 

	buildings, machinery and equipment, structures
	 
	122
	19,305
	15,901

	other types of property, plant and equipment
	 
	123
	5,190
	4,776

	Construction-in-progress
	 
	130
	-
	-

	including
	 
	
	 
	 

	equipment to be installed
	 
	13001
	-
	 

	investments in non-current assets


	 
	13002
	-
	 

	income-bearing investments in tangible assets
	 
	135
	-
	-

	including:
	 
	
	 
	 

	assets leased
	 
	136
	-
	-

	assets provided under leasing agreements
	 
	137
	-
	-

	Long-term investments
	 
	140
	-
	 

	including:
	 
	
	 
	 

	investments in subsidiaries
	 
	141
	 
	_

	investments in affiliates
	 
	142
	-
	-

	investments in other entities
	 
	143
	-
	-

	loans provided to other companies for the period of more than 12 months
	 
	144
	 
	 

	other long-term investments
	 
	145
	-
	-

	FOR CONSOLIDATED ACCOUNTS
	 
	
	 
	 

	Goodwill of affiliates
	 
	146
	-
	-

	Estimation of parent organisation participation in affiliates
	 
	147
	-
	-

	Deferred tax assets
	 
	148
	14,626
	32,282

	Other fixed assets
	 
	150
	 
	 

	Section I TOTAL
	 
	190
	39,121
	52,959


	ASSETS
	Note
	Item Code
	At Beginning of Accounting Year
	At End of Accounting Year

	1
	A
	2
	3
	4

	II. CURRENT ASSETS
	 
	
	 
	 

	Merchandise inventory
	 
	210
	6,300
	9,306

	including:
	 
	
	 
	 

	raw materials, materials and other similar assets
	 
	211
	804
	191

	including:
	 
	
	 
	 

	fuel oil
	 
	21101
	-
	-

	coal
	 
	21102
	-
	-

	diesel fuel
	 
	21103
	-
	-

	other process fuel
	 
	21104
	-
	-

	spare parts
	 
	21105
	232
	-

	other raw materials and supplies
	 
	21107
	572
	191

	livestock
	 
	212
	 
	-

	work-in-progress costs
	 
	213
	-
	-

	finished products and goods for resale
	 
	214
	-
	-

	goods dispatched
	 
	215
	 
	 

	prepaid expenses
	 
	216
	5,496
	9,115

	other merchandise inventory and costs
	 
	217
	-
	-

	Value added tax on assets purchased
	 
	220
	 
	-

	including:
	 
	
	 
	 

	VAT on electric power purchase
	 
	22001
	-
	-

	Accounts receivable (amounts falling due after more than 12 months from balance sheet date)
	 
	230
	-
	-

	including:
	 
	
	 
	 

	buyers and customers
	 
	231
	-
	-

	including:
	 
	
	 
	 

	financed by federal budget
	 
	23101
	 
	-

	financed by budget of constituent entities of the Russian Federation
	 
	23102
	 
	 

	financed by local budget
	 
	23103
	-
	-

	other buyers and customers
	 
	23104
	 
	 

	notes receivable
	 
	232
	 
	 

	debts of subsidiaries and affiliates
	 
	233
	-
	 

	prepaid expenses
	 
	234
	 
	 

	other receivables
	 
	235
	 
	 

	including:
	 
	
	 
	 

	payable to partnership agreement
	 
	23501
	-
	-

	notes
	 
	23502
	 
	-

	other receivables
	 
	23503
	 
	-

	Accounts receivable (amounts falling due within 12 months from balance sheet date)
	 
	240
	279,028
	172,858

	including:
	 
	
	 
	 

	buyers and customers
	 
	241
	239,776
	50,138

	including:
	 
	
	 
	 

	electric power sale within group
	 
	24101
	-
	 -

	dealers at electric and thermal power sales
	 
	24102
	-
	-

	organisations financed by federal budget


	 
	24103
	 
	- 

	organisations financed by budget of the Russian Federation
	 
	24104
	-
	- 

	organisations financed by local budget
	 
	24105
	-
	-

	other consumers of electric and thermal power
	 
	24106
	 
	-

	payable to subscription fee
	 
	24107
	-
	 

	other buyers and customers
	 
	24108
	239,776
	50,138


	ASSETS
	Note
	Item Code
	At Beginning of Accounting Year
	At End of Accounting Year

	1
	A
	2
	3
	4

	notes receivable
	 
	242
	 
	 

	debts of subsidiaries and affiliates
	 
	243
	-
	-

	debts of members with respect to contributions into share capital
	 
	244
	 
	 

	prepaid expenses
	 
	245
	29,088
	109,751

	including:
	 
	
	 
	 

	to electric and thermal power suppliers
	 
	24501
	 
	 

	to fuel suppliers
	 
	24502
	-
	 

	to material suppliers
	 
	24503
	21
	34

	to construction organisations
	 
	24504
	 
	 

	To repair organisations
	 
	24505
	 
	 

	to service providers
	 
	24506
	29,067
	109,717

	other prepaid expenses
	 
	24507
	-
	-

	other receivables
	 
	246
	10,164
	12,969

	including:
	 
	
	 
	 

	on fines, charges, penalties under contracts
	 
	24601
	 
	 

	overpayment of taxes into federal budget
	 
	24602
	-
	6

	overpayment of taxes into budget of constituent entities of the Russian Federation
	 
	24603
	 
	 

	overpayment of taxes into local budgets
	 
	24604
	 
	-

	overpayment to extra-budgetary public funds
	 
	24605
	140
	158

	debts to RAO UES of Russia for engineering services
	 
	24607
	 
	 

	debts of RAO UES of Russia for engineering services
	 
	24608
	 
	-

	debts to RAO UES of Russia for design and exploration work
	 
	24609
	-
	-

	debts of RAO UES of Russia for design and exploration work
	 
	24610
	-
	-

	settlements for acquisition of shares
	 
	24612
	-
	-

	notes
	 
	24613
	-
	-

	other receivables
	 
	24611
	10,024
	12,805

	Short-term investments
	 
	250
	-
	-

	including:
	 
	
	 
	 

	loans provided to other companies for the period of less than 12 months
	 
	251
	-
	-

	other short-term investments
	 
	253
	-
	-

	Cash on hand / in bank
	 
	260
	7,939
	251,729

	including:
	 
	
	 
	 

	cash
	 
	261
	 
	-

	operating accounts
	 
	262
	1,133
	248,602

	currency accounts
	 
	263
	-
	-

	other cash
	 
	264
	6,806
	3,127

	including:
	 
	
	 
	 

	special bank accounts
	 
	26401
	1,806
	3,127

	monetary instruments
	 
	26402
	-
	-

	transfers in transit
	 
	26403
	5,000
	-

	Other current assets
	 
	270
	-
	-

	including:
	 
	
	 
	 

	intra-organisational payments on current transactions
	 
	27002
	 
	-

	intra-organisational payments on construction
	 
	27003
	-
	-

	intra-organisational payments on design and exploration work
	 
	27004
	-
	-

	intra-organisational payments on object protection budget estimate 
	 
	27006
	-
	-

	intra-organisational payments on VAT 
	 
	27007
	-
	-

	other current assets
	 
	27005
	-
	-

	Section II TOTAL
	 
	290
	293,267
	433,893

	Total assets
	 
	300
	332,388
	486,852


	EQUITY AND LIABILITIES
	Note
	Item Code
	At Beginning of Accounting Year
	At End of Accounting Year

	1
	A
	2
	3
	4

	III. CAPITAL AND RESERVES
	 
	
	 
	 

	Share Capital
	 
	410
	10,000
	10,000

	including:
	 
	
	 
	 

	preferred stock
	 
	41001
	-
	-

	ordinary shares
	 
	41002
	10,000
	10,000

	Shares bought back from shareholders
	 
	415
	-
	-

	Incremental capital
	 
	420
	508
	498

	Settlements on divisional property
	 
	423
	 
	 

	Reserves
	 
	430
	122
	500

	including:
	 
	
	 
	 

	statutory reserves
	 
	431
	122
	500

	reserves formed in accordance with constituent documents
	 
	432
	-
	-

	Target financing
	 
	450
	-
	-

	Retained profit of previous years
	 
	460
	15,824
	12,626

	Uncovered loss of previous years
	 
	465
	-
	 

	Retained profit of accounting years
	 
	470
	_
	130,681

	Uncovered loss of accounting year
	 
	475
	 
	 

	Section III TOTAL
	 
	490
	26,454
	154,305

	FOR CONSOLIDATED ACCOUNTS
	 
	
	 
	 

	Goodwill of subsidiaries
	 
	495
	-
	-

	Minority interest 
	 
	500
	_
	 

	IV. LONG-TERM LIABILITIES
	 
	
	 
	 

	Loans and credits
	 
	510
	 
	-

	including:
	 
	
	 
	 

	bank debts maturing within one year after the reporting date
	 
	511
	_
	_

	debts maturing after more than 12 months from balance sheet date
	 
	512
	-
	 

	Deferred tax liabilities
	 
	515
	279
	389

	Other long-term liabilities
	 
	520
	-
	-

	including:
	 
	
	 
	 

	payables of suppliers and contractors
	 
	52001
	 
	 

	payables to social funds
	 
	52002
	 
	 

	including:
	 
	
	 
	 

	To the Pension Fund of the Russian Federation
	 
	52003
	-
	 

	To Obligatory Health Insurance Fund
	 
	52004
	-
	-

	To employment fund
	 
	52005
	-
	-

	To Social Insurance Fund
	 
	52006
	-
	-

	On fines and penalties to extra-budgetary public funds
	 
	52007
	 
	 

	payables to budget (restructured taxes)
	 
	52008
	 
	 

	including:
	 
	
	 
	 

	To federal budget
	 
	52009
	-
	-

	To budgets of constituent entities of the Russian Federation
	 
	52010
	 
	 

	To local budgets
	 
	52011
	-
	 

	Payables on income tax with transition period base
	 
	52020
	-
	-

	including:
	 
	
	 
	 

	To federal budget
	 
	52021
	-
	-

	To budgets of constituent entities of the Russian Federation
	 
	52022
	-
	-

	To local budgets
	 
	52023
	-
	-

	other long-term liabilities
	 
	52012
	-
	 

	Section IV TOTAL
	 
	590
	279
	389

	V. CURRENT LIABILITIES
	 
	
	 
	 

	Loans and credits 
	 
	610
	-
	-

	including:
	 
	
	 
	 

	bank debts maturing within one year after the reporting date
	 
	611
	 
	 

	debts maturing after more than 12 months from balance sheet date
	 
	612
	-
	-


	EQUITY AND LIABILITIES
	Note
	Item Code
	At Beginning of Accounting Year
	At End of Accounting Year

	1
	A
	2
	3
	4

	Accounts payable
	 
	620
	132,036
	68,664

	including:
	 
	
	 
	 

	suppliers and contractors
	 
	621
	5,119
	36,480

	including:
	 
	
	 
	 

	To electric power suppliers
	 
	62101
	-
	 

	to other electric and thermal power suppliers
	 
	62102
	 
	 

	To gas suppliers
	 
	62103
	 
	 

	To fuel oil suppliers
	 
	62104
	-
	 

	To coal suppliers
	 
	62105
	-
	 

	to suppliers of other fuel
	 
	62112
	-
	 

	to construction organisations
	 
	62106
	-
	 

	To repair organisations
	 
	62107
	 
	158

	for subscription fee of RAO UES of Russia
	 
	62108
	-
	-

	debts to Rosenergoatom Concern
	 
	62110
	 
	 

	debts to NPP
	 
	62111
	-
	 

	to other suppliers and contractors
	 
	62109
	5,119
	36,322

	for subscription fee of System Operator – Centralised Dispatching Administration of Unified Energy System, JSC
	 
	62113
	-
	 

	for subscription fee of Federal Grid Company of Unified Energy System, JSC
	 
	62114
	-
	 

	notes payable
	 
	622
	-
	 

	Payable to subsidiaries and affiliates
	 
	623
	 
	 

	Payable to personnel
	 
	624
	7,345
	9,233

	including:
	 
	
	 
	 

	current
	 
	62401
	7,345
	9,233

	debt in arrears
	 
	62402
	 
	-

	debts to extra-budgetary and public funds
	 
	625
	1,409
	512

	including:
	 
	
	 
	 

	To the Pension Fund of the Russian Federation
	 
	62501
	738
	337

	To Obligatory Health Insurance Fund
	 
	62502
	177
	77

	To employment fund
	 
	62503
	-
	 

	To Social Insurance Fund
	 
	62504
	494
	98

	On fines and penalties to extra-budgetary public funds
	 
	62505
	-
	 

	tax payables
	 
	626
	61,303
	21,770

	accounts payable to budget
	 
	62610
	61,303
	21,770

	including:
	 
	
	 
	 

	To federal budget
	 
	62601
	40,494
	14,556

	To budgets of constituent entities of the Russian Federation
	 
	62602
	20,809
	7,214

	To local budgets
	 
	62603
	-
	 

	accounts payable on income tax with transition period base
	 
	62620
	-
	 

	including:
	 
	
	 
	 

	To federal budget
	 
	62621
	 
	 

	To budgets of constituent entities of the Russian Federation
	 
	62622
	 
	 

	To local budgets
	 
	62623
	 
	 

	advances obtained
	 
	627
	55,787
	 

	including:
	 
	
	 
	 

	From electric power consumers
	 
	62701
	-
	 

	From other electric and thermal power suppliers
	 
	62702
	 
	-

	Other advances obtained
	 
	62703
	55,787
	-

	other creditors
	
	628
	
	

	including:
	
	
	
	

	VAT on unpaid products
	
	62801
	-
	-

	Debt to extra-budgetary fund of R&D
	
	62802
	-
	-

	debts to RAO UES of Russia for engineering services
	
	62804
	-
	-

	debts of RAO UES of Russia for engineering services
	
	62805
	-
	-

	debts to RAO UES of Russia for design and exploration work
	
	62806
	-
	-

	debts of RAO UES of Russia for design and exploration work
	
	62807
	-
	-

	other creditors
	 
	62808
	1,073
	669


	EQUITY AND LIABILITIES
	Note
	Item Code
	At Beginning of Accounting Year
	At End of Accounting Year

	1
	A
	2
	3
	4

	Accrued expenses related to income of members/founders
	 
	630
	 
	-

	Deferred revenue
	 
	640
	-
	-

	Reserve for future expenses and payments 
	 
	650
	173,619
	263,494

	Other short-term liabilities
	 
	660
	-
	-

	including:
	 
	
	 
	 

	intra-organisational payments on current transactions
	 
	66002
	-
	-

	intra-organisational payments on construction
	 
	66003
	 
	 

	intra-organisational payments on design and exploration work
	 
	66004
	-
	-

	intra-organisational payments on object protection budget
	 
	66006
	-
	-

	intra-organisational payments on VAT 
	 
	66007
	 
	-

	Other short-term liabilities
	 
	66005
	-
	-

	Section V TOTAL
	 
	690
	305,655
	332,159

	BALANCE
	 
	700
	332,388
	486,852


Statement of Assets Recorded on Off-Balance Sheet Accounts
	ASSETS
	Note
	Item Code
	At Beginning of Accounting Year
	At End of Accounting Period

	Fixed assets leased
	 
	910
	7,645
	7,645

	including leasing agreements
	 
	911
	-
	-

	Inventory items accepted for safekeeping
	 
	920
	-
	-

	Materials accepted for recycling
	 
	925
	-
	-

	Goods accepted for commission sale
	 
	930
	-
	-

	Equipment accepted for installation
	 
	935
	-
	-

	Debts of insolvent debtors written off
	 
	940
	-
	-

	Security for obligations and payments obtained
	 
	950
	-
	-

	Security for obligations and payments provided
	 
	960
	 
	-

	Fixed assets depreciation
	 
	970
	-
	 

	 
	 
	
	 
	 

	Depreciation of off-site service facilities and other similar facilities
	 
	980
	-
	-

	Numbered forms
	 
	990
	 
	-

	Fixed assets leased
	 
	992
	-
	 

	Property in federal ownership
	 
	993
	-
	-

	Intangible assets obtained for use
	 
	995
	-
	 

	Assets transferred to share capital in return for shares acquired
	 
	997
	-
	 


Director
/signed/
Chief Accountant
/signed/
	Profit and Loss Statement
	
	

	for January-September 2007
	
	

	
	
	CODES

	
	Form No. 2 as per the Russian Classification of Management Documentation (OKUD)
	710002

	
	Date (year, month, day)
	30.09.2007

	Organisation 
IDGC of Centre, JSC
	Russian Classification of Organisational and Legal Forms / Russian Classification of Property Categories (OKOPF/OKFS)
	75720657

	Taxpayer Identification Number
	INN
	6901067107

	Business Type

Electric power distribution
	Russian Classification of Economic Activities (OKVED)
	0.10.2,33.20.9 40.10.

	Legal Form / Ownership Form
Joint Stock Company
	Russian Classification of Organisational and Legal Forms / Russian Classification of Property Categories (OKOPF/OKFS)
	47\16

	Monetary unit

thousand roubles                                                                                                                                       OKEI
	384

	Location
129090, Moscow, Glukharev pereulok, d. 4/2


	Indicator
	Note
	Item Code
	Accounting Period
	Same Period of Previous Year

	1
	A
	2
	3
	4

	Earnings and expenses from ordinary operations
	 
	 
	 
	 

	Net sales of goods, products, work, services (exclusive of VAT, excise taxes and other similar dues)
	 
	010
	845,841
	410,138

	electric power to internal customers
	 
	011
	 
	 

	Electric power for export
	 
	012
	-
	 

	Thermal power
	 
	013
	-
	 

	Subscription Fee (for RAO UES of Russia)
	 
	014
	-
	-

	revenues from electric and thermal power transportation
	 
	018
	-
	-

	electric power for retail companies
	 
	019
	-
	 

	of other non-industrial goods, products, works, services
	 
	015
	845,841
	410,138

	of other non-industrial goods, products, works, services
	 
	016
	-
	-

	goods, products, work, services of core business (for institutions)
	 
	017
	 
	 

	Income from participation in other organisations
	 
	032
	-
	-

	Cost value of goods, products, work, services sold
	 
	
	 
	 

	including sold to:
	 
	020
	(635,223)
	(455,865)

	Electric power to internal customers
	 
	021
	-
	 

	Electric power for export
	 
	022
	 
	 

	Thermal power
	 
	023
	 
	-

	Subscription Fee (for RAO UES of Russia)
	 
	024
	-
	-

	electric and thermal power  transportation
	 
	028
	-
	-

	electric power of retail companies
	 
	031
	-
	-

	of other non-industrial goods, products, works, services
	 
	025
	(635,223)
	(455,865)

	of other non-industrial goods, products, works, services
	 
	026
	-
	-

	goods, products, work, services of core business (for institutions)
	 
	027
	 
	 

	Expenses from dividends
	 
	033
	-
	-

	Gross profit
	 
	029
	210,618
	(45,727)

	Selling expense
	 
	030
	 
	-

	General and administrative expense
	 
	040
	 
	 

	Sales profit/loss
	 
	050
	210,618
	(45,727)

	Other earnings and expenses
	 
	
	 
	 

	Interest receivable
	 
	060
	100
	28

	Interest payable
	 
	070
	 
	 

	Income from participation in other organisations
	 
	080
	 
	 

	Other income
	 
	090
	11,715
	926

	Other expenses
	 
	100
	(37,182)
	(17,961)

	Profit (loss) before tax
	 
	140
	185,251
	(62,734)

	Deferred tax assets
	 
	143
	17,656
	8,030

	Deferred tax liabilities
	 
	144
	(119)
	(168)

	Current income tax
	 
	145
	(71,752)
	(24)

	Other similar dues
	 
	146
	(355)
	(38)

	Income tax and other similar dues
	 
	150
	(54,570)
	7,800

	Sales profit/loss from ordinary operations
	 
	160
	130,681
	(54,934)

	FOR CONSOLIDATED ACCOUNTS
	 
	
	 
	 

	Capitalized earnings value (loss)
	 
	184
	 
	.

	Minority interest 
	 
	185
	-
	-

	Net profit (Retained profit) loss) of the accounting period
	 
	19010
	130,681
	(54,934)


	Indicator
	Note
	Item Code
	Accounting Period
	Same Period of Previous Year

	1
	A
	2
	3
	4

	FOR REFERENCE ONLY FOR STRUCTURAL DIVISIONS OF RAO UES OF RUSSIA
	 

	V. Intra-organisational payments
	 
	 
	 
	 

	Profit from representative offices and subsidiaries of RAO UES of Russia
	 
	
	 
	 

	including lines
	 
	
	 
	 

	line 140 Profit (loss) before tax
	 
	19011
	-
	-

	line 140 Income tax and other similar dues...
	 
	19012
	-
	-

	Net profit (Retained profit) loss) of the accounting period including representative offices and subsidiaries (19011+19012+19013+19014)
	 
	19020
	 
	 

	Profit from representative offices and subsidiaries to RAO UES of Russia
	 
	
	 
	 

	including lines
	 
	
	 
	 

	line 140 Profit (loss) before tax
	 
	19031
	 
	 

	line 140 Income tax and other similar dues...
	 
	19032
	-
	-

	Net profit (Retained profit/loss) of the accounting period including profit passed over to RAO UES of Russia (19031+19032+19033+19034)
	 
	19040
	 
	 

	Net profit (Retained profit/loss) of the accounting period (19010+19020-19040)
	 
	190
	130,681
	(54,934)


(roubles)
	Indicator
	Note
	Item Code
	Accounting Period
	Same Period of Previous Year

	1
	A
	2
	3
	4

	FOR REFERENCE.
	 
	
	 
	 

	Permanent tax liabilities (assets)
	 
	200
	9,755
	7,218

	Basic earnings (loss) per share
	 
	201
	 
	 

	Diluted earnings (loss) per share
	 
	202
	 
	 


DETAILS OF SPECIFIC PROFITS AND LOSSES

	Indicator
	Note
	Item Code
	Accounting Period
	Same Period of Previous Year

	1
	A
	2
	3
	4

	Penalty duties, interest, fees accepted or imposed by court (arbitration court) profit
	 
	210
	 
	 

	loss
	 
	211
	-
	-

	Profit/loss of previous years


profit
	 
	220
	6,637
	117

	loss
	 
	221
	2,011
	217

	Indemnity for losses arising from nonperformance or improper performance of obligations 
profit
	 
	230
	 
	 

	loss
	 
	231
	-
	 

	Exchange rate differences arising from foreign exchange operations 
profit
	 
	240
	-
	-

	loss
	 
	241
	-
	-

	Provision for valuation allowances


loss
	 
	250
	-
	-

	Written-off accounts receivable and accounts payable due to expired limitation period

profit
	 
	260
	 
	 

	loss
	 
	261
	-
	-


	Breakdown of form No. 2 Profit and Loss Statement
	
	for nine months of 2007
	

	under the internal standard of RAO UES of Russia
	
	
	
	

	
	
	
	On goods dispatched

	Indicator
	Note
	Item Code
	Accounting Period
	Same Period of Previous Year

	1
	A
	2
	3
	4

	Interest payable
	 
	070
	 
	 

	including:
	 
	
	 
	 

	Interests on loans and debts
	 
	07003
	 
	-

	Other interest payable (interest on bills, bonds, etc.)
	 
	07004
	 
	-

	Other income
	 
	090
	11,715
	737

	including:
	 
	
	 
	 

	From sale of fixed assets, except for flats
	 
	09001
	1,091
	600

	From sale of flats
	 
	09002
	-
	-

	Form sale of inventory
	 
	09003
	141
	-

	From sale of foreign currency
	 
	09004
	-
	-

	From sale of intangible assets
	 
	09005
	-
	-

	From sale of securities
	 
	09006
	-
	-

	From sale of other assets
	 
	09007
	3,838
	-

	From joint activity
	 
	09009
	-
	-

	Profit of 2006 identified in accounting period
	 
	12001
	6,637
	-

	Profit of 2005 identified in accounting period
	 
	12002
	-
	117

	Profit of 2004 identified in accounting period
	 
	12003
	-
	-

	Profit before January 01, 2004 identified in accounting period
	 
	12004
	 
	 

	Penalty duties, interest, fees accepted or imposed by court
	 
	12005
	-
	-

	Accounts payable for more than three years
	 
	12008
	-
	-

	Exchange rate differences
	 
	12009
	-
	-

	Property found to be excessive upon inventory
	 
	12010
	-
	-

	Assets received without compensation except for fixed assets and intangible assets
	 
	12011
	-
	-

	Income from gratuitously received fixed assets calculated in accordance with established procedure
	 
	12012
	-
	 

	The cost of inventory items left after writing-off of assets unfit for rehabilitation and further usage as result of contingencies
	 
	17032
	 
	 

	Other income
	 
	12014
	1
	20


	Indicator
	Note
	Item Code
	Accounting Period
	Same Period of Previous Year

	1
	A
	2
	3
	4

	Other expenses
	 
	100
	37,182
	15,138

	including
	 
	
	 
	 

	From sale of fixed assets, except for flats
	 
	10001
	774
	251

	From sale of flats
	 
	10002
	-
	-

	Form sale of inventory
	 
	10003
	141
	-

	From sale of foreign currency
	 
	10004
	-
	-

	From sale of intangible assets
	 
	10005
	-
	-

	From sale of securities
	 
	10006
	-
	-

	From sale of other assets
	 
	10007
	3,800
	-

	Militia tax
	 
	10011
	 
	-

	Car resale tax
	 
	10013
	-
	-

	Territory cleaning tax
	 
	10014
	-
	-

	Advertisement tax
	 
	10015
	-
	-

	Additional profit tax payment to budget
	 
	10016
	-
	 

	Securities trading tax
	 
	10026
	-
	-

	Fee for the title "Russia"
	 
	10028
	-
	-

	Other taxes
	 
	10017
	-
	-

	Bank services
	 
	10018
	725
	738

	Maintenance of inactive installations
	 
	10019
	-
	-

	Cancelled production orders
	 
	10020
	-
	-

	Costs of production, which brought no goods
	 
	10021
	-
	-

	Expenditures connected with securities
	 
	10022
	-
	-

	Reserve for bad debts
	 
	10024
	-
	-

	Reserve for depreciation of financial investments
	 
	10025
	-
	-

	Reserve for devaluation of tangible assets
	 
	10029
	-
	-

	Reserve for business termination
	 
	10030
	-
	-

	Reserve for other contingent liabilities
	 
	10031
	-
	-

	Retirement of assets without income
	 
	10032
	-
	-

	VAT on property transferred free of charge
	 
	10033
	-
	 

	Transfer of property to municipal ownership
	 
	10034
	 
	 

	Loss of 2006 identified in the reporting period
	 
	13001
	2,011
	-

	Loss of 2005 identified in the reporting period
	 
	13002
	 
	 

	Loss of 2004 identified in the reporting period
	 
	13003
	 
	 

	Loss before January 01, 2004 identified in the reporting period
	 
	13004
	-
	-

	Penalty duties, interest, fees accepted or imposed by court
	 
	13005
	-
	 

	State duties on economic contracts
	 
	13007
	-
	 

	Accounts receivable for more than three years
	 
	13008
	-
	 

	Exchange rate differences
	 
	13009
	-
	-

	Legal costs
	 
	13010
	-
	-

	Theft, deficiencies
	 
	13021
	 
	-

	Writing-off of inventory above the rates of natural loss
	 
	13022
	 
	 

	Expenditures on execution proceedings
	 
	13024
	 
	 

	Maintenance of social infrastructure expenses
	 
	13026
	-
	-

	Payment of the cost of employees' flats
	 
	13027
	-
	-

	Sports events expenses
	 
	13030
	 
	 

	Expenses on social and educational events
	 
	13031
	 
	 

	Charity expenditures
	 
	13032
	-
	-

	The cost of lost inventories
	 
	18001
	-
	-

	Losses from writing-off as a result of contingencies
	 
	18002
	-
	 

	Other expenses
	 
	13029
	29,724
	13,932


	Indicator
	Note
	Item Code
	Accounting Period
	Same Period of Previous Year

	1
	A
	2
	3
	4

	Income tax and other similar dues
	 
	150
	54,570
	(7,800)

	including:
	 
	
	 
	 

	Contingent profit (loss)
	 
	15071
	44,460
	(15,056)

	Profit tax during the transition period
	 
	15005
	-
	-

	Permanent tax liabilities
	 
	15006
	9,755
	7,218

	Writing-off of deferred tax liabilities
	 
	15007
	(9)
	-

	Writing-off of deferred tax assets
	 
	15008
	 
	-

	Penalties imposed by state tax authorities
	 
	15010
	-
	 

	including:
	 
	
	 
	 

	On profit tax
	 
	1501 1
	-
	-

	On VAT
	 
	15012
	-
	23

	On property tax
	 
	15013
	-
	 

	On other taxes
	 
	15014
	-
	-

	Fines imposed by state tax authorities
	 
	15020
	349
	15

	including:
	 
	
	 
	 

	On profit tax
	 
	15021
	24
	2

	On VAT
	 
	15022
	325
	13

	On property tax
	 
	15023
	-
	-

	On other taxes
	 
	15024
	-
	-

	Fines imposed by state tax authorities restructured (recognized in the reporting year)
	 
	15050
	-
	-

	including:
	 
	
	 
	 

	On profit tax
	 
	15051
	-
	-

	On VAT
	 
	15052
	-
	-

	On property tax
	 
	15053
	-
	-

	On other taxes
	 
	15054
	-
	-

	Penalties to extra-budgetary public funds
	 
	15030
	2
	-

	including:
	 
	
	 
	 

	To the Pension Fund of the Russian Federation
	 
	15031
	-
	-

	 Social Insurance Fund
	 
	15032
	1
	-

	Obligatory Health Insurance Fund
	 
	15033
	1
	-

	Employment fund
	 
	15034
	-
	-

	Fines to extra-budgetary public funds
	 
	15040
	13
	-

	including:
	 
	
	 
	 

	To the Pension Fund of the Russian Federation
	 
	15041
	13
	-

	 Social Insurance Fund
	 
	15042
	-
	-

	Obligatory Health Insurance Fund
	 
	15043
	-
	-

	Employment fund
	 
	15044
	-
	-

	Fines to extra-budgetary public funds restructured (recognized in the reporting year)
	 
	15060
	 
	 

	including:
	 
	
	 
	 

	To the Pension Fund of the Russian Federation
	 
	15061
	-
	-

	 Social Insurance Fund
	 
	15062
	-
	 

	Obligatory Health Insurance Fund
	 
	15063
	-
	 

	Employment fund
	 
	15064
	-
	 

	Other dues
	 
	15045
	-
	-

	Profit from writing-off of restructured fines on taxes
	 
	15070
	-
	-


Director
/signed/
Chief Accountant
/signed/
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1. ORGANISATIONAL AND TECHNICAL ASPECTS OF THE ACCOUNTING POLICY
This Regulation has been drawn up in accordance with the requirements of the accounting and financial laws of the Russian Federation. This Regulation aims at:
• stating key assumptions, requirements and approaches to the arrangement and maintenance of accounting processes of IDGC of Centre and Northern Caucasus (hereinafter referred to as “the Company”);
• ensuring accuracy of the prepared financial (accounting) statements;
· ensuring the collection of complete and accurate information on such tax accounting items as profits, losses, property, property rights, liabilities and business transactions whose cost estimate forms the tax base of the current reporting (tax) period;
· provide internal and external users with information to control the accuracy of calculation, completeness and timeliness of payment of taxes to the budget taking into consideration the Company’s organisational and industrial characteristics;
This accounting policy shall govern the activities of:
· executives and employees of all structural subdivisions, departments and units of the Company responsible for timely submission of primary and other accounting documentation to the accounting department;
· executives and employees of all structural subdivisions, departments and units of the Company responsible for timely and proper development, review and submission of reference data to the executing subdivisions (including the accounting department);
· employees of the central accounting department of Corporate Servicing Systems JSC who, on a contractual basis, are in charge of maintenance of accounting records and are responsible for timely and high-quality performance of all types of accounting work and drawing up of all types of accurate statements.
Other Company instructions shall not conflict with these aspects of the accounting policy.

1.1. Principles of Organisation and Tasks of Accounting

The director of the Company shall be responsible for the organisation of accounting in the Company and compliance with the laws in the course of performance of business transactions.
Account shall be kept on the basis of an agreement for provision of accounting services with Corporate Servicing Systems JSC.
The functions of the chief accountant related to the formation of the accounting policy, maintenance of accounting records, signing and timely submitted statements shall be performed by the head of the central accounting department of Corporate Servicing Systems JSC. Other functions of the chief accountant and the liability of Corporate Servicing Systems JSC to the Company for violation of the procedure established for maintenance of accounting records and submission of statements shall be specified in the agreement for account maintenance.
Accounting in the Company shall be organised through rigorous compliance by all employees, subdivisions and departments of the Company related to accounting with the applicable laws, instructions of the head (chief accountant) of the central accounting department of Corporate Servicing Systems JSC, of the employees who maintain accounting records under the agreement for accounting services and with the procedure for drawing up and submission of documents and information for accounting.
1.2. Forms of Primary Accounting Documents and Paperwork Regulations

Accounting entries are made on the basis of the primary accounting documents on which the performance of business transactions is recorded. Primary accounting documents are taken into consideration if they are drawn up:
· in accordance with the form contained in the books of unified forms for primary accounting documents;
· in accordance with the form approved by the director of the Company or persons authorised by him/her, and shall be used after they have been added to this Regulation as an appendix. Such forms for primary accounting documents shall contain the following compulsory details:
· document title;
· document date;
· name of the organisation on behalf of which the document is drawn up;
· content of the business transaction;
· scope of the business transaction in terms of quantity and value;
· name of the officers responsible for the performance of the business transaction and the accuracy of its recording;
· personal signatures of the said persons.
Primary and consolidated accounting documents obtained using software shall be accepted for accounting if they are made on paper and contain the compulsory details.
The legal validity of the documents kept, processed and transferred through automated information and telecommunication systems may be confirmed with an electronic digital signature. The electronic digital signature shall be deemed legally valid if the automated information system contains software and hardware which ensure signature identification, and the regulation for its use is complied with.
The primary accounting documents submitted to the central accounting department shall be verified.
Verification shall be made on the form (completeness and accuracy of the documents, indication of the details), content (legitimacy of the documented transactions, logical connection of specific indicators).
The primary accounting document shall be drawn up as of the performance of the transaction; if this is not possible, it shall be drawn up immediately after its conclusion.
As of the acceptance of primary accounting documents for recording, the powers of the persons who signed them shall be verified The list of persons entitled to sign the primary accounting documents shall be approved by the director of the Company.
The movement of primary documents in the Company (drawing up and receipt from other enterprises, institutions or organisations, movement between structural subdivisions of the Company, recording, processing, archiving, paperwork) shall be regulated by the paperwork schedule. Such paperwork schedule shall be approved by the director of the Company and shall be an appendix to this Regulation.
The Company shall keep the primary accounting documents, ledgers and accounting statements during the term established by the internal organisational and management documents, but for no less than five years.
The Company shall keep the chart of accounts, other documents of the accounting policy, coding procedures, memorandums on correction of accounting reports and statements at least five years after the year when they were used for the last time to draw up accounting statements.
The director of the Company shall be responsible for organisation of storage of accounting documents and ledgers.
1.3. Procedure and Deadlines for Drawing-Up of Accounting Statements

Accounting statements shall be drawn up on the basis of the ledgers. To ensure personal responsibility of the central accounting department employees, the ledgers shall be printed and signed personally by the persons who drew them up. These persons shall be responsible for the accuracy of the recording of business transactions in the accumulation ledgers.
The Company shall submit to the interested users accounting statements which report the situation of its assets and liabilities, income and expenses, in accordance with the structure and procedure specified in the Law on accounting.
The accounting statements shall be signed by the director of the Company and the head of the central accounting department of Corporate Servicing Systems JSC on the basis of the agreement for account maintenance.
Annual accounting statements shall be approved with a resolution of the annual meeting of shareholders of the Company.
The Company’s interim accounting statements shall be drawn up within 30 days from the end of the quarter; annual accounting statements shall be drawn up within 90 days from the end of the year.
Assets, liabilities and business transactions of the Company shall be accounted for in roubles and kopecks. Accounting statements shall be drawn up in thousands of roubles.
The main sections of the explanatory note are specified in Clause 4, Art. 13 of Federal Law No. 129-FZ of November 21, 1996 “On Accounting”.
In particular:
· information on the organisation;
· financial standing of the organisation;
· comparability of data for the accounting year and for previous years;
· evaluation methods and material accounting items:
· for intangible assets and R&D;
· for fixed assets and income-bearing investments;
· for inventory;
· for financial investments;
· for loans and credits;
· for calculation of income tax;
· for exchange rate differences;
· for post-balance-sheet events;
· for business-related contingencies;
· for suspended activity;
· for affiliates;
· for government assistance;
· for segments.
· non application of accounting rules;
· changes in accounting policy for the following year.
The structure of the explanatory note may be different if single section (e.g. non application of accounting rules, changes in accounting policy) do not apply or if the organisation’s activity requires more detailed explanations.
The resolution made by the annual meeting of shareholders of the Company to distribute the profit for the accounting year shall be accounted for in the period when the meeting was held, i.e. in the one following the accounting year.
The summary of the audit report shall be attached to the accounting statements submitted to the meeting of shareholders for approval. The Company shall submit annual accounting statements in accordance with the addresses and deadlines specified in the applicable laws. Moreover, the Company shall publish annual accounting statements by June 1 of the year following the accounting one.
1.4. Procedure for Formation, Approval and Amendment of the Accounting Policy

During the year the chief accountant shall prepare and substantiate resolutions on amendment of various provisions of the accounting policy which may be implemented from the following year.
Amendments in the accounting policy shall be drawn up as amendments and supplements to this Regulation to be approved in accordance with the same procedure used for the Regulation, by virtue of executive documents of the Company (orders, instructions etc.).
The Company shall announce amendments in the accounting policy in the explanatory note to the accounting statements for the year preceding the year of their implementation.
If the Company performs new business operations the methods for the accounting of which are not specified in the accounting policy, a supplement to the accounting policy shall be drawn up. Supplements to the accounting policy shall be made in the form of supplements to this Regulation, which shall not be deemed a new version and shall be implemented as of its approval.
The Company shall disclose accounting methods used for the formation of the accounting policy which significantly affect the evaluation and the making of decisions by the interested users of the accounting statements by including extracts from this Regulation in the explanatory note to the accounting statements for the accounting year.
Material accounting methods shall be the methods which, if the interested users of accounting statements are not aware of their application, such users cannot correctly evaluate the financial standing, the cash flow or the performance of the Company.
1.5. Applied Chart of Accounts

The company shall apply a chart of accounts attached to this Regulation.
The chart of accounts allows to implement a scheme for recording and grouping of data on business operations necessary for the drawing up of the necessary accounting forms (financial, statistical, tax, budget management system) and aims at unifying the Company’s accounting statements).
The process of recording and grouping of data shall be performed using a standard set of accounts (subaccounts), reference books for analytical accounts (subaccounts, technical accounts), correspondence of accounts combined with the reference books for analytical accounts used.
Amendments and supplements to the chart of accounts shall be made only centrally, upon instruction of the chief accountant or of the authorised officer of the Company.
1.6. Procedure for Inventory Audit of Assets and Liabilities

The Company shall perform inventory audit
 to ensure the accuracy of the accounting data and statements. Inventory audit
 shall be performed for all assets and liabilities of the Company, including the property (regardless of the location) owned by the Company, accounts receivable and payable, items of capital and property which do not belong to the Company but are accounted for in off-balance sheet (accepted for safekeeping, received for sale under a commission agreement, leased etc.).
The main tasks of inventory audit shall be: identifying the actual presence of assets, comparing the actual presence of assets with the accounting data, verifying the completeness of recording of liabilities.
Inventory audit shall be compulsory:
before the drawing up of annual accounting statements (except for assets the inventory audit of which was performed no earlier than October 1 of the accounting year):
· fixed assets: once a year as of December 1;
· inventory items: once a year as of December 1;
· financial liabilities: once a year as of December 1;
· change of responsible persons;
· theft, abuse or damage of the property;
natural calamities, flood or other emergency situations caused by extreme conditions;
reorganisation or liquidation of the organisation;
• other cases specified in the laws of the Russian Federation.
Apart from the inventory audit required for the drawing up of accounting statements, the Company shall perform inventory audits for the confirmation of operational accounting and for other purposes.
The inventory audit schedule shall be approved by the director of the Company or by the heads of the Company's subdivisions authorised by the director for the relevant structural subdivisions.
An inventory audit commission, whose members shall be approved by the director of the Company, shall be appointed to carry out the inventory audit.
Discrepancies found between the actual presence of assets and the accounting data shall be accounted for in accordance with the following procedure:
· excess property shall be recorded according to the market value as of the inventory audit; the relevant amount shall be recorded on Account 91 “Other income and expenses”;
shortage and damage of property within the rates of natural loss shall be recorded as production costs or distribution costs; if they exceed the rates, they shall be recorded as caused by the guilty persons. If no guilty persons are found, or if the court denied the collection of the recovery of damages from them, the losses related to shortage and damage of property shall be recorded on Account 91 “Other income and expenses”.
2. METHODICAL ASPECTS OF THE ACCOUNTING POLICY
This section contains selected methods for account maintenance which significantly affect the evaluation and the making of decisions by users of accounting statements which are typical in the formation of the Company's accounting policy.
2.1. General Accounting Requirements. Requirements and Assumptions Used for Accounts Maintenance and Drawing up of Accounting Statements. Requirements for the Information Formed by the Accounting System

· The Company’s accounting system shall ensure accuracy, completeness and reliability of accounting information and an acceptable level of expenses for its formation and submission.
· Accounting statements shall be deemed reliable and complete if they are drawn up in accordance with the accounting regulations.
Accounting statements shall be deemed reliable if they do not contain significant mistakes. The absence of mistakes is guaranteed by the multilevel control of the accuracy of account maintenance and drawing up of accounting statements of the Company: control of the specialist who performs the relevant accounting procedures, control of the head of the accounting subdivision who signed consolidated ledgers, audits.
For users of external accounting statements, such statements shall include information on the Company’s property status (Balance Sheet, form No. 1), financial performance and changes in the financial situation of the Company (Profit and Loss Statement, form No. 2), explanations and notes useful for the interested users when making decisions (appendices to balance sheet: form No. 3 “Statement of Changes in Equity”, No. 4 “Cash Flow Statement”, No. 5 “Appendix to Balance Sheet” and in the explanatory note).
The Company shall submit the full annual accounting statements, including the explanatory note; the interim accounting statements to be submitted shall be the Balance Sheet and the Profit and Loss Statement.
When recording the information, the Company shall comply with generally accepted accounting principles: diligence, completeness, rationality, consistency, priority of content over form.
In addition to the said requirements, the accounting process (including drawing up of accounting statements) shall be performed by the Company on the basis of the following assumptions:
· the Company’s assets and liabilities shall be recorded separately from the assets and liabilities of the owners of the organisation (economic entity assumption);
· The Company will continue its activity in the foreseeable future, there is no intention or necessity to liquidate it or significantly reduce the activity and, consequently, liabilities shall be settled in accordance with the established procedure (assumption of uninterrupted activity of the organisation);
· the accounting policy chosen by the Company is applied consecutively: from one accounting year to the other within one organisation or one group of related organisations (accounting continuity assumption);
· the Company’s business operations shall be recorded in the period (and, therefore, recorded in the accounting statements) in which they occurred, regardless of the actual time of receipt or payment of money related to these operations (accrual principle assumption).
2.2. General Approaches to Qualification of Accounting Items

The Assets of the Company consist of assets and expenses (investments in process in the creation of assets).
During the accounting period the Company uses (expenses) various types of resources: material, financial, human etc. The cost estimate of used resources shall be qualified as expenses (investments in process in the creation of assets).
At the end of the accumulation period the expenses lead to the formation of assets (fixed assets, finished products etc.) or to expenditures (decision to record capital investments in process as losses due to liquidation or sale of an incomplete building, writing off of unsuccessful R&D expenses, writing off of the cost of work performed and services provided etc.).
The expense accumulation period shall end at the time when the conditions for recognition of assets are complied with, or when it becomes clear that the expenses incurred reduce the Company’s economic benefits without creating any asset.
Expenses are classified as capital (non-current) and current expenses. The Company deems capital the expenses aimed at creating non-current assets, including expenses for the purchase of new assets, new construction, expansion, reconstruction, modernisation and reequipment. All other expenses are recognised by the Company as current.
The cost estimate of use of resources (expenses) shall be preliminarily calculated on cost accounts:
• expenses for production of goods, work, services (current): account 20;
• general expenses: account 26;
• expenses for purchase (creation) of non-current assets (capital investments): account 08.
Expenses in accounting items for purchase (creation) of non-current assets shall be accounted for by item.
Expenses in accounting items for purchase (creation) of current assets shall be accounted for by number, batch, uniform group of inventory items.
At the end of the expense accumulation period the Company recognises that the expenses led to the creation of an asset if a property item was formed from the use or retirement of which economic benefit is expected in the future. The Company recognises as assets only the property items which it owns (economic entity assumption).
Future economic benefits are the potentiality of property items to favour, directly or indirectly, cash and cash equivalent inflow to the Company. A property item is deemed to bring future benefits if it may be:
• used separately or with other items in the process of production of goods, work, services to be sold;
· exchanged for another property item;
· used to settle accounts payable;
· distributed among the owners.
For the property item to be recognised in accounting, it shall be evaluated with sufficient reliability. The Company deems the evaluation to be sufficiently reliable if the property item is ready to be used for the planned purposes and all the expenses to prepare it have been recorded and evaluated on the basis of settlement documents, contractual or market rates and tariffs.
If the regulations for qualification of certain accounting items change, the Company shall qualify all accounting items, both purchased before or after the entering into force of such changes (ensuring of uniformity in recording of assets).
If the expenses did not lead to the creation of an asset, at the end of the expense accumulation period the Company shall recognise them as costs. The decrease of the Company's economic benefits resulting from retirement of assets (cash, other property) and (or) the arising of liabilities leading to a decrease of capital (except for decrease of members' contributions) shall be recorded as costs.
The Company shall recognise the costs only if the retirement of assets is unconditional. If, at determinate conditions, the assets may be returned to the Company, accounts receivable or formation of a new asset (e.g. financial investments) shall be recognised.
The Company shall not recognise as expenses cash and other property transferred on condition of possible or mandatory restitution (loans, advance payments, transfer of property for sale to an agent or trustee, turnover tax amounts recorded in a separate item in settlement documents with suppliers etc.).
Earnings shall mean increase of the Company's economic benefits resulting from the receipt of assets (cash, other property) or settlement of liabilities which lead to an increase of the capital, except for members' contributions (owners of the property).
The Company shall not recognise as earnings the inflow of cash and other property received on condition of possible or mandatory further transfer to other business participants (loans, advance payments and pre-payments received, turnover tax amounts recorded in a separate item in settlement documents with buyers etc.).
The Company shall record accounts payable if there is the possibility of an outflow of the Company's resources which may bring economic benefits resulting from the performance of an existing obligation, and the amount of such obligation can be evaluated with sufficient reliability.
The capital of the Company shall be the value of assets net of the liabilities (accounts payable).
2.3. General approaches to Evaluation of Accounting Items
To record assets and liabilities, the Company shall evaluate their monetary value. The assets shall be evaluated as follows:
1. assets received by the Company as a contribution to the share capital shall be evaluated according to the monetary value established by the Company's founders (shareholders) in compliance with the applicable laws;
2. assets purchased by the Company shall be evaluated on the basis of the actual expenses incurred to purchase them. If the amount of the purchase costs is insignificant (3% of the contractual value) for the purchase of shares (except for the amount paid to the seller under the agreement, such expenses shall be recognised by the Company as other expenses;
3. assets produced by the Company shall be evaluated on the basis of the production costs (actual costs related to the production of the asset);
4. inventory items remaining from writing off of fixed assets which cannot be recovered or further used, spare parts resulting from the recovery of fixed assets (reconstruction, modernisation, repair) shall be evaluated according to the market value as of the date of the writing off of assets or recording of spare parts;
5. assets received by the Company free-of-charge and assets identified in the course of inventory audit of assets and liabilities shall be evaluated according to the current market value as of the date of their recording;
6. current market value shall mean the amount of money which may be obtained from the sale of the said asset as of the date of its recording.
The current market value shall be formed on the basis of the current price for such asset, or for similar assets. Data on the current price shall be supported by documents or through an appraisal.
The current market value may be determined on the basis of data on the prices for similar fixed assets obtained in writing from the manufacturers, information on prices of the state statistic authorities, trade inspectorates, mass-media and specialised literature, expert opinions (e.g. appraisers) on certain fixed assets. Expert opinion shall mean the report of an independent expert or authorised specialist (specialists) of the Company with specialised knowledge and skills. Such specialists shall be appointed by virtue of an order of the director of the Company or persons authorised by him/her as members of a permanent commission for recording or writing off of assets.
The current market value of securities with market quotations shall be their market price calculated in accordance with the established procedure by a securities market organiser and documented (by an announcement in the professional press, stock exchange listing etc.);
• assets received by the Company under agreements which require the performance of obligations (payment) not in cash (in particular, exchange agreements)
 shall be evaluated according to the value of the tangible assets transferred or to be transferred by the Company. The tangible assets transferred or to be transferred by the Company shall be evaluated on the basis of the price at which, in similar conditions, the Company usually evaluates similar tangible assets.
When evaluating assets acquired on any grounds, their actual value shall be formed adding the expenses incurred by the Company to make the assets usable (carrying out of expert appraisals, consulting and evaluation, payment for services of agents and other intermediaries, delivery, installation and test start-up, registration of transactions, payment of fees etc.).
The value with which assets are recorded may not be changed, except for the cases established by the laws of the Russian Federation.
The value of non-current assets (except for intangible assets) may be changed in case of further construction or equipment, reconstruction, modernisation, partial liquidation and revaluation of fixed assets.
The value of current assets may be changed if inventory have become obsolete, fully or partially lost their initial quality or current market value, or if their sales value decreased.
The book value of financial investments for which the current market value can be evaluated in accordance with the established procedure shall be adjusted to reach the market value.
If, as of the receipt of assets (fixed assets, inventory etc.), there are no documents on their value, they shall be accounted for taking into consideration the contractual value, delivery costs calculated according to the data of railway bills and other transportation documents.
2.4. Selected Methods for Recording of Capital Expenses and Non-Current Assets

Capital expenses are related to:
· performance of capital construction in the form of new construction, reconstruction, expansion and reequipment (hereinafter referred to as "construction");
· purchase of buildings, structures, equipment, means of transport and several other fixed assets (or parts of them);
• purchase of land plots and environmental facilities;
• purchase and creation of intangible assets.
2.4.1. Capital Construction by Contractors and by the Company's Own Efforts
Capital expenses lead to the creation of non-current assets (fixed assets) for items of construction and installation work from the start-up of such items recorded in the relevant certificates and, when necessary, by drawing up a certificate of state registration of title to real property.
When recording real property items as fixed assets, the amount of actual expenses for their creation accounted for as capital investments in such item shall form the historical cost of the fixed asset:
· for real property items purchased from the previous owners under sale and purchase agreements, exchange agreements, leasing agreements etc.: after the registration of transfer of title to the item in the state authority for registration of operations with real property;
· for real property items built by the Company and its subdivisions autonomously or through contractors: after the submission of documents for registration of title to the item;
· for fixed assets included in the estimate of construction (to be operated in facilities under construction): after the commissioning of the whole construction facility;
· for fixed assets to be assembled: after the completion of assembly;
· for fixed assets which do not require assembly: after the delivery of the item from the supply subdivision to the operating subdivision. If the operating subdivision places the item in the warehouse, it shall be accounted for as a fixed asset in the warehouse (reserve).
Accounting of investments in non-current assets shall be kept in general on construction, separate investment items.
Construction project is a freestanding building or construction, type or range of works, which construction shall be supported by design and estimate documentation.
Construction project shall be considered with all related infrastructures, equipment, furniture, inventory, peripheral and auxiliary devices, and if necessary with adjacent utility services and common area works (leveling operation, creation of living environment, planting, etc.).

Cost accounting shall be kept on an accrual basis from the beginning of project construction broken down by accounting periods till putting the project into operation or completion of relevant works. Developer (customer) of construction shall keep the cost accounting on the account “Investments in non-current assets”.

Developer shall mean a legal person being in title of or holding under lease the land plot and having made the decision on the development of a programme with regard to construction of range of projects determining financial support procedures for construction and performing coordination of activities on its implementation.

Construction-in-progress is the costs of the developer on erection of construction projects from the beginning of construction till putting the projects into operation, accounted as capital investments on the account “Investments in non-current assets”.

Construction-in-progress accounting shall be kept:

· generally on construction;

· in separate turns;

· on separate construction projects;

· on equipment-structures ratio by construction project;

Costs on separate construction projects shall be grouped by equipment-structures ratio of costs determined by cost estimate documentation for corresponding project.

Equipment-structures ratio of costs shall include, without limitation, the following costs:

· on construction operations;

· equipment installation works;

· acquisition of equipment delivered to installation;

· acquisition of equipment without need to install it, appliances and inventory, equipment required to be installed, but designed for permanent merchandise inventory;

· other capital costs.

Capital investments in the form of construction (reconstruction, modernisation) of projects, carried out using non-contracted construction, shall be reflected in accounting on monthly basis in accordance with their generation on the account “Investments in non-current assets”.
Capital investments made in the course of capital works performed for the Company by off-side contracting organisations shall be reflected in accounting in accordance with their fulfilment on the basis of signed acceptance certificate and accounting documents.

2.4.2. Accounting of Operations on Owners-Builders' Construction under Shared Ownership Terms

Contracts on owners-builders’ construction can be entered into in two ways:
· The Company shall enter into joint venture with the objective to construct a project. distinctive feature of such contract is the fact that under such contract the parties shall not only invest funds, but in a varying degree actually participate in construction;

· The Company shall invest equity capital or accumulate third parties’ funds for this project construction. In this case only one party is actually engaged into construction (developer-customer), the other party (parties) shall only invest funds for achieving the necessary result, being the investor.

In the first instance relations of the parties shall be reflected in accordance with the procedure established for joint ventures.

Investment of the Company in the joint venture shall be reflected on the account “Financial Investments. Deposits under simple partnership agreement.” Receipt of deposits and construction costs shall be accounted at the separate balance of the joint venture by such party which is obliged to fulfil such an obligation under the agreement.

Upon completion of construction the Company shall generate account payable on accomplished capital investments payable to it and reflected on the account “Investments in non-current assets”. Therefore putting the completed construction project into operation (with regard to the part owned by the Company under the terms of agreement) shall be reflected in the Company accounting. Such fixed asset owned by two or more organisations shall be reflected as the part of equity capital of the Company in proportion to its share in total value of project.

In the latter case the investments actually effected by the Company (transfer of funds and other property) shall be reflected as the part of long term accounts receivable on the separate account “Settlements with different debtors and creditors” (including payment for services of the consumer-developer).

If the Company fulfils the obligations of the consumer-developer, other investors’ funds shall be reflected as the long term accounts payable. Herewith the additional fee for the Company services (in excess of the construction costs) on performing construction and other works inspection shall be reflected by the Company on the accounts of sales accounting (account “Sales”).

Upon completion of construction these costs shall be handed over to the investors (in the share payable to them) for their reflection as the part of capital investments and their further enrolment to equity capital.

2.4.3. Interest Accounting on Loans and Credits Raised For Acquisition and/or Formation of Non-Current Assets

For the purposes of determining the procedure for capitalised costs accounting with regard to the interest on raised loans and credits the Company shall distinguish among investment items the investment assets. Investment assets shall be considered as properties requiring considerable time for their preparation for usage, as well as considerable costs for acquisition and (or) construction (property complexes and other similar assets).

Costs on raised loans and credits directly relating to acquisition and (or) construction of investment asset shall be included into such asset value and repaid by way of accrual of depreciation, except for the cases when accrual of asset depreciation is not provided for by the accounting regulations.

Costs on raised loans and credits relating to the generation of investment asset without the accrual of depreciation shall not be included into such asset value, but shall be referred to the operating expenses of the Company (recognised as other expenses).

Costs on raised loans and credits incurred prior to the beginning of execution of works on assets formation shall not be included into the value of investments in non-current assets, but shall be referred to other expenses of the Company.

Should the operations connected with the investing in non-current assets be terminated within the period exceeding three months, inclusion of costs on raised loans and credits into the scope of capitalised costs shall also be terminated. In this case costs on loans shall be included into operating expenses of the Company as the part of other expenses.

Period of additional approval of technical and (or) organisational issues arisen in the construction process shall not be deemed the termination of works on generating the investment asset.

2.4.4. Fixed Assets

The Company shall recognise the assets as fixed assets if they simultaneously comply with the following conditions:
· for performing works or rendering any services or for management needs within the long time (useful life exceeding 12 months or common operating cycle if it exceeds 12 months) output shall be used in production;

· opportunity to provide future economic benefits (profit), and organisation shall not consider the subsequent resale of such assets.

Assets, which comply with the above conditions and which value does not exceed 10,000 roubles per unit, shall be reflected in accounting and reporting as the part of inventory.

The Company shall not recognise as fixed assets such items with regard to which the decision on their alienation to third parties was made upon their acceptance for accounting (at qualification), or there are supposed to be resold, exchanged, etc. In this case the item is classified by the Company as the goods.

Inventory item of fixed assets shall be the item with all appliances and accessories or structurally ring fenced item intended for performing certain independent functions.

If one or more item of one or more assignments represent isolated set of structurally connected items having common appliances and accessories, common control, installed on one foundation. As a result each item can perform its functions only as a part of the set. The whole set in block shall be taken for accounting as the inventory item.

If one inventory item has several parts possessing substantially different useful life. Each such part shall be accounted as the independent inventory item notwithstanding the fact whether this part of the item can perform independent function or not.

Independent inventory objects shall be:

· capital investments in rented items of fixed assets;

· capital investments for fundamental improvement of lands (drainage discharge, irrigative and other reclamation operations);

· shares of items of fixed assets being in shared ownership of the Company and other owners (organisations).

Computers can be accounted as the separate structurally separated object having its own number or as the item consisting of several objects (system unit, monitor, etc.) each of which has its own inventory number.

Fixed assets shall be accepted for accounting on initial cost determined in accordance with the way of its arrival – acquisition for charge, creation using one's own resources (construction), receipt without consideration, etc.

Initial cost of fixed assets acquired for charge shall be the amount of realised costs of the Company on acquisition, erection and production (except for value added tax and other reimbursable tax).

Realised costs shall include:

· amounts paid to suppliers under the supply contract;

· amounts paid to outside organisations for services on property delivery to storehouses (including railway tariff);

· amounts paid to organisations for information and consultation services connected with the acquisition of fixed assets;

· customs duties and customs fees;

· non-recoverable taxes, state duty paid in connection with the acquisition of fixed assets;

· remunerations paid to intermediary organisations through which the fixed asset was acquired;

· costs for carrying out commissioning works, individual testing of separate machines and facilities, complex testing of all kinds of equipment and engineering facilities with the purpose of checking the installation quality carried out in vain;

· other costs directly connected with the acquisition, erection and production of fixed asset and finishing them up to the condition when they are suitable for use (for instance, costs on opening the letter of credit for acquisition of fixed assets, travelling expenses, including those in excess of regulations established by the laws if they are directly connected with the acquisition of fixed assets).

Assessment of fixed assets item the value of which is expressed in foreign currency under acquisition shall be effected in roubles by way of adjusting the amount in foreign currency at the rate of the Central Bank of the Russian Federation, having effect on the date of item acceptance for accounting as the investments in non-current assets.

· Transfer of fixed assets items between the subsidiaries of the Company shall be reflected through account 79 “Intra-Organisational Settlements”. Herewith the value of fixed assets and amount of accumulated depreciation shall also be transferred.

· Costs on internal transfer of fixed assets items by the subsidiaries shall not be included into initial value, but shall be included into operating expenses.

· The reason for accounting acceptance of fixed assets obtained from structural subdivisions of the Company shall be the notice (advise letter), consignment note for internal transfer of fixed assets items (f. OC-2) and plan-record card (f. OC-6).

· Fixed assets items accepted or transferred for accountable storage shall be registered at off-balance account 002 “Inventory items accepted for accountable storage” at the prices provided for in acceptance certificates. 

· Should the Company take the decision on full termination of in-house maintenance of separate fixed assets items, then the accounting shall contain, as the case me be:

· putting the above items in dead storage, in this case the items shall stand apart in analytical accounting;

· transfer of the above items to other users on the basis of commutative contracts (leasing, hiring), in this case such items shall be shifted to the accounting of income-bearing investments in tangible assets;
· writing off the items in non-permanent use (obsolescence and/or physical depreciation), in this case the Company shall recognise the other costs.

Costs for carrying out all kinds of fixed assets maintenance (current and overhaul) shall be included into costs on common activities in such period, when maintenance was completed and accepted. Reserves for fixed assets maintenance or maintenance fund shall not be generated.

2.4.5. Alteration of Fixed Assets Value

Alteration of initial fixed assets value at which they are accepted for accounting, shall be allowed in cases of further construction, further equipping, restoration, modernisation, partial liquidation and reassessment of fixed assets.

Operations on further construction, further equipping, restoration and modernisation (including partial liquidation) of fixed assets of the Company shall be performed on the basis of annual plan of restoration and modernisation of fixed assets approved by the head of the Company.

Modernisation or restoration covers for rearrangement of current fixed assets resulting in improvement (increasing) of prior performance figures of fixed assets operating:

· capacity;

· efficiency;

· throughput capacity;

· other performance features.

Restoration shall include complete of partial rearrangement and reequipping of current assets without extension of available constructions, buildings and structures connected with the enhancement of production and increase in its technical-and-economic level. Restoration shall be performed with the purposes of increase in production capacities, improvement of their qualitative features.

Modernisation includes the set of actions aimed at increase in technical-and-economic level of separate assets on the basis of advanced technology introduction, mechanisation and automation of production, replacement of out-dated and physically worn-out equipment with the new, more efficient one 

Further construction covers for erection of new parts of constructions, buildings, rearrangement of current items, integrated with the fixed assets item, resulting in alteration of quantitative properties of fixed assets:
· construction of additional premises at the current item (overstory, additional building of new premises);

· erection of additional items and integration into current fixed assets group.

Partial liquidation shall include qualitative change (decrease) of physical and technical properties of items leading to the decrease in economical benefits from their use (liquidation of separate structural components of item, acting in the group as the basis of assets, replacement of separate parts while modernizing and reconstructing, etc.).

Should the partial liquidation of fixed assets items occur, the accumulated depreciation hereon shall be written off in the same proportion.

Modernisation of fixed assets items may be possible under fulfilling overhaul maintenance of fixed assets. Overhaul maintenance of the equipment shall be kept under the technical documentation: operations and overhaul maintenance manual, equipment certificate, material and spare parts consumption rates. Should the scheduled operations in the frames of overhaul reconditioning cause the improvement (increase) of prior qualitative properties of fixed asset operating with prolongation of service life, such operations shall be deemed modernisation and shall be accounted in accordance with procedures for capital investments with the increase in value of fixed assets items. Separation of works resulting in modernisation of fixed assets shall be performed on the basis of the statement made by the officer of maintenance administration services, authorised by the chief engineer.

Acceptance of the fixed assets from reconstruction and modernisation shall be executed by the acceptance certificate of reconstructed and modernised items (form OC-3) on the basis of certificate of maintenance operations completion (form KC-2), which serves as the ground for certificate of performed works and costs value (form KC-3).

2.4.6. Useful Life of Fixed Assets
The useful life of fixed assets shall be calculated based on their expected wear, which depends on the operating conditions, natural conditions and impact of the aggressive environment, repair system. The useful life of fixed assets shall be determined within the limits approved by Resolution of the Government of the Russian Federation dated January 1, 2002 No. 1, according to the list approved by the senior manager of the Company or by a person authorised by him.
The useful life of fixed assets shall be determined when it is entered in the accounting records based on the item certificate, other technical documents or on the evaluation by the technical services of the Company or its subdivisions in accordance with the internal documents on the basis of a resolution of a permanent commission. The useful life shall be registered in the inventory card (OS-6).
The useful life an item of fixed assets shall be revised if the initially accepted standards of item operation are improved (increased) due to additional construction or furnishing, reconstruction or modernisation. In this case, the useful life of fixed assets can be increased within the terms set for the depreciation group which includes this item.
The useful life of a modernised part of the item shall be calculated as the difference between the newly established useful life of the item after the restoration and its operating life by the end of modernisation.
The useful life of a fixed asset previously used by another organisation shall be determined based on the remaining life of the fixed assets or other estimated useful life in the Company, which shall be determined allowing for:
· the expected period of use of this asset in the organisation in accordance with the expected performance or capacity;
· the expected wear, which depends on the operating conditions, natural conditions and impact of the aggressive environment, repair system;
• regulatory and other restrictions of use of this asset.
The envisaged useful life of the fixed assets 
shall be determined by the commission based on its documented value and shall be approved by the head of the relevant structural subdivision (where this asset will be used) when the asset is entered in the accounting records as fixed assets.
2.4.7. Depreciation of Fixed Assets
The value of fixed assets shall be decreased by way of depreciation charges during their useful life.
The Company uses straight-line depreciation of fixed assets. The depreciation of each inventory item shall be charged monthly by application of the standards calculated depending on the useful life of the asset.
Depreciation of the property obtained by the Company by a lease agreement and reflected on its balance can be charged using the declining balance method if this is provided for by the agreement.
The Company can apply reduction (multiplying) factors to the current standards of depreciation of fixed assets obtained by a lease agreement where such factors are contemplated in the terms and conditions of the lease agreement.
Items of immovable property with capital investments finished, relevant primary accounting documents related to acceptance executed, documents submitted for state registration, which are actually being used, shall be accepted for accounting as fixed assets and separated in the analytical accounting.
If depreciation is charged for fixed assets obtained free of charge or for fixed assets purchased using the target financing funds and the depreciation amount is debited in the same proportion, a part of income of the future periods shall be regarded as other income of the Company.
Depreciation shall not be charged:
• for fixed assets used for enforcement of the laws of the Russian Federation on mobilisation preparation and mobilisation, which are preserved and are not used in manufacture, work or providing services, for administrative purposes of the organisation or for providing to other entities for temporary possession and use or for temporary possession for a fee,
• for items of residential real estate which do not bring return;
• for fixed assets whose application properties are not changed in the course of time (land plots; nature facilities; museum items and museum collection items etc.).
• Depreciation shall be suspended:
· for fixed assets in preservation; The Company will regard suspension of operation of an asset for more than three months as preservation. Expenses on preservation of assets (examination, lubrication, enclosure etc.) and on suspension of operation of assets for up to three months shall be regarded by the Company as other expenses;
· for the period of reconstruction and modernisation, capital repairs of fixed assets if the work takes more than 12 months
For the above-mentioned items, depreciation shall be ceased as of the month following the month of transfer and resumed as of the month following the month when these assets are put into operation.
For property in reserve which was not preserved, depreciation shall be charged according to the normal procedure.
2.4.8. Accounting of Lease of Fixed Assets
The Company (Landlord) can lease fixed assets purchased for its own production or for administrative purposes. These fixed assets shall be recorded on the account "Fixed Assets", but separated in analytical accounting.
Expenses on current repairs shall be regarded as the Company's expenses if the lease agreement provides for current repairs at the Landlord's expense, otherwise the Landlord shall maintain the assets in good condition and do current repairs at its own expense.
The Tenant shall do the capital repairs of the leased property at its own expense unless otherwise prescribed by law, other regulatory documents or the lease agreement. In this case, the Tenant's expenses on capital repairs of the leased property shall be credited to the expenses related to gaining income from lease.
The Company (Tenant) can lease, under relevant contracts, fixed assets owned by other proprietors.
The Tenant shall maintain the property in good condition, do current repairs at its own expense and bear property maintenance costs unless otherwise provided for by the lease agreement. These costs shall be reflected on the same cost accounts as the costs for lease of fixed assets.
Separable improvements made by the Company (Tenant) on the leased property at its own expense and without consent of the Landlord to compensated the costs incurred shall be deemed Landlord's property. The useful life of such property shall be determined according to the general procedure (in accordance with the internal documents of the Company based on the resolution of a permanent commission).
The cost of the improvements made by the Company (Tenant), which cannot be separated without damage to the leased property and were made at its own expense and with consent of the Landlord can be allowed for in rent settlements or the Tenant shall have the right to be indemnified for the cost of these improvements after the agreement is terminated, unless otherwise provided for in the lease agreement.
The fixed assets intended solely for providing to other entities for temporary possession and use or for temporary possession for a fee to gain income shall be reflected in the accounting records and accounting statements as income-bearing investments in tangible assets.
2.4.9. Accounting of the Equipment to be Assembled
The equipment to be assembled is equipment which is put into operation only after assembling all its parts and attachment to the base or supporting blocks, to the ground, inserted floors and other bearing structures of buildings and constructions, and the sets of spare parts of such equipment. This equipment includes measuring and test equipment and other assembling appliances and instruments related to the assembled equipment.

The equipment to be assembled is accounted on the 07 account according to the manufacturing cost at the date of its acquisition which is calculated on the basis the cost of the equipment in accordance with its purchase price and costs of its delivery to the warehouse of the Company.
2.4.10. Intangible Assets and their Depreciation 
Intangible assets are assets items which are owned by the Company and do not have physical structure, regardless of its cost, and which can be used in manufacturing the products, rendering services or administrative purposes for not less than 12 months and which can generate revenue in the future.

Items in respect of which a decision was taken about their alienation in favour of a third party (prospect resale, exchange, etc.) at the date of their accounting (qualification) are not considered by the Company as intangible assets.

The items classified as intangible assets include the following rights created or acquired under the relevant contracts:

· a patent holder's exclusive rights for inventions, industrial patterns and useful models;
· a certificate owner's exclusive rights for a trademark, service trademarks, appellations of origin;
· exclusive author’s rights for software and databases;

· business reputation.

An intangible assets accounting item is a set of rights which are granted on the basis of one patent, certificate or assignment agreement. One item is differed from another according to its independent function in the products manufacturing process, works completion or rendering services or according to their use for administrative purposes of the Company. 
Intangible assets are accounted on the basis of their initial cost determined in accordance with how they were obtained (acquisition, development on one's own, a contribution to the share capital, etc.).

The value of the intangible assets on the basis of which they were inventories is not subject to any changes.

Business reputation is accounted as a difference between the actual purchase price of the acquired company (or any part thereof) as an asset and the cost of all its assets and liabilities (or a relevant part thereof) indicated in the balance sheet.

Negative business reputation is the ratio of the revenues in the future reporting periods and the Company’s financial results as part of the operational income.

Positive business reputation is an increment to the price paid by the buyer for the prospect economic benefit. It is inventories as a separate accounting item.

The amount of intangible assets depreciation charges is determined in compliance with the standards calculated on the basis of their initial cost and useful service period (line method).

Useful service period of the intangible assets is determined by the expert committee and approved by the Head of the Company (or a person authorised by the Head of the Company) at the date of accounting on the basis of the following items:

· rights acquired on the basis of patents, certificates and other similar copyright documents indicating the validity thereof or with validity stipulated by the law depending on the validity specified in such document;
· rights acquired on the basis of copyright agreements, assignments agreements and other similar agreements and contracts, specifying definite periods for the duration of which the intangible assets are acquired – subject to the periods stipulated in such agreements and contracts;
· other intangible assets items – on the basis of the estimated period of use of this item during which the Company can obtain economic benefit from the use of these assets;
· tangible assets items for which the useful service period cannot be determined, depreciation charges are determined for a 20-year period (but it should not exceed the exploitation period of the asset to which the tangible asset in question refers);
· useful service period for the business reputation and organisational costs is determined for a 20-year period (but it should not exceed the exploitation period of the asset to which the tangible asset in question refers).
Depreciation charges are accrued on a monthly basis on a special “Intangible assets depreciation” account (except for business reputation the cost of which is offset by the reduction of the balance of the intangible assets accounting account).

Depreciation charges accrual shall not be suspended except for the cases of preservation of the asset to which the given asset belongs.

The use of the intangible assets for production purposes, rendering of services or administrative needs of the Company shall be stopped on the basis of the following:

· expiration of the validity period specified in the patents, certificates or other similar copyright documents;

· expiration of the validity period specified in the relevant contracts and agreements;

· exploitation of the item to the benefit of the Company turns out to be impossible before the expiration of the abovementioned periods if it is clear that this item will never be used for the manufacture of products, rendering of services or administrative needs of the Company in the future;
· assignment of an exclusive right and transfer thereof in compliance with the procedure provided for by the relevant regulations.
If an intangible asset item is disposed of, its value must be written off in the relevant reporting period. Such retirement of the intangible assets is reflected on the basis of the depreciable value in compliance with the procedure set forth for the fixed assets.
2.5. Selected Methods for Inventory Accounting
2.5.1. Classifying the Assets as Inventory and Evaluation of Such Assets
The following assets are classified as inventory:

• assets used as materials, etc. for rendering of services, completion of works (manufacture of products made for sale) including special instruments, special devices, special maintenance works and workwear;

· assets made for sale – goods;
· assets used for administrative needs of the Company.
Inventory accounting item is a stock number or a homogenous group (subject to the type of inventory).

For the purposes of accounting the inventory are evaluated depending on how they were obtained: purchase, manufacture on one's own, gratuitous acquisition, etc. 

Actual cost of the materials acquired on an onerous basis is the amount of the Company actually paid for the purchase of such materials, except for value added tax and other reimbursable taxes.

Actual cost of the materials acquired on an onerous basis includes:

· the cost of the materials purchased for negotiated prices;
· transport and procuring expenses;
• expenses incurred due to rendering the materials into a condition allowing to used it for the Company’s proposes;

• other expenses immediately related to the acquisition of the materials.
Inventory which the Company does not hold a legal title to being transferred to the Company under commission agreements, storage agreements and other agreements and contracts are accounted off balance in the assessment stipulated for in the relevant contracts and transfer and acceptance documents (deeds, waybills, etc.).

In compliance with the efficiency requirement, the interest accrued on loans and credits obtained for the acquisition of inventory are considered by the Company as other expenses. 
Acquired workwear and working footwear, regardless its cots and useful service period, is accounted by the Company as circulating assets.

The cost of the workwear with an exploitation period exceeding 12 months is offset by a line method on the basis of the useful service period determined in compliance with the above stated standards. 

The cost of workwear with an exploitation period up to 12 months is subject to one-time writing off when it is given out for the use by the relevant employees.

Workwear with an exploitation period exceeding 12 months is subject to writing off during its useful service period as of the month when it is given out for the use by the relevant employees.
2.5.2. Accounting of Incoming Inventory
Materials are a type of stock. Materials include raw materials, core and accessory materials, purchased semi-finished products and components, fuel, package, spare parts, construction and other materials, special-purpose instruments, special devices, special equipment and workwear.

Costs immediately related to the process of procurement and deliveries of materials are regarded as transport and procurement expenses. Transport and procurement expenses include:

· expenses related to loading of the goods and their transportation which are to be paid by the buyer besides the contractual price of these materials;
· expenses connected with the Company’s employees involved in procurement and storage of the materials, such as procurement, acceptance, storage, allocation and delivery (expedition) of the acquired materials, including wages and allocations for the employees’ social needs;
· expenses related to the storage of the goods in the places where they were acquired, at the railway stations, ports and quays;
· expenses connected with business trips for procurement of the materials;
· other expenses.
Materials are accepted for accounting (accounted) on account 10 “Materials” on the basis of their actual acquisition cost (procurement) or accounting prices. Accounting price is the price indicated in the supplier contract (contractual price).

If transport and procurement expenses cannot be immediately (directly) included in the actual of the materials (adding to the contractual price of the material), transport and procurement expenses are accepted to the accounting by crediting them on account 15 “Procurement and acquisition of the tangible assets”.

Unbilled deliveries are stock delivered to the Company without accounting documents. Unbilled deliveries shall be entered into the books of and accounted.
in the analytical and synthetic bookkeeping in compliance with the Company's accounting prices which are the prices specified in the supplier contract (contractual prices). 

Expenses connected with the internal movement of inventory (between the Company’s subdivisions and its warehouses) are not included in the cost of tangible assets and referred to the initial cost of services, works and products. 

2.5.3. Accounting of Inventory Retirement
The inventory written off for production, sold to any third parties, and retired for other reasons shall be assessed at cost of one inventory item.
Withdrawal of materials shall be issue of materials from stock directly for provision of services (performance of work, manufacture of products), as well as withdrawal of materials for administrative needs of the Company.
Primary Accounting Documents shall contain the following information:
· material description;
· quantity
· price (book price)
· amount and destination – number (code) and (or) description of type of service (technical maintenance, repair, commissioning, etc.) for provision of which the materials are issued or number (code) and (or) description of expenses.
In respect of actually used materials the division being the recipient of materials shall prepare a Report On Used Materials specifying description, quantity, book price and amount of each item, number (code) and (or) description of type of service (technical maintenance, repair, commissioning, etc.) for provision of which the materials are issued or number (code) and (or) description of expenses, quantity and amount by standard expenditure rate, quantity and amount by over-expenditure rate; scope of work performed shall be specified where necessary.
The materials shall be written off from accounting of a relevant division of organisation and their cost shall be deemed as production expenses (depending on which purposes the materials were used for) under the abovementioned Report.
2.5.4. Accounting of Inventory (Including Spare Parts) Recorded as a Result of Withdrawal from Fixed Assets at Recovery Stage (Reconstruction, Modernisation, Repair)
· Spare parts recorded as a result of withdrawal from Fixed Assets at recovery stage shall be assessed at book cost of Fixed Assets by time of acquisition of similar spare parts taking into consideration the per cent of actual depreciation of recorded items (which shall not be lower than scrap metal cost), in absence of such information on actual market value.
· Spare parts recorded as a result of withdrawal from Fixed Assets at recovery stage shall be accounted separately from new spare parts as independent nomenclatural numbers.
Inventory (including spare parts) left after retirement of Fixed Assets and other types of retirement shall be assessed on the basis of current market value as of accounting date. The current market value shall be a cash amount which may be obtained in the result of sale of abovementioned assets.
2.5.5. Accounting of Automobile Tyres
Tyres (cover, inner tube and rim strip) of vehicle included in initial cost shall be accounted as part of Fixed Assets.
The main document regulating maintenance and operation of tyres shall be the Rules for Automobile Tyres Operation approved by the Order of the Ministry of Transport of the Russian Federation No. AK-9p of January 21, 2004 (hereinafter referred to as Rules for Automobile Tyres Operation).
The primary documents required for registration in accounting of business operations on automobile tyres circulation shall be:
- consignment notes and other accompanying documents (at acceptance and record of automobile tyres);
· automobile tyre inventory card (in the course of operation);

· sheet (act) for automobile tyres write-off.

The inventory card shall reflect all transfers, damages received, repair, and mileage. Information on actual tyre run based speedometer reading shall be entered into the inventory tag on monthly basis.
In order to determine the grounds for transfer of automobile tyres into operation the purpose of their usage shall be determined. Tyres may be transferred:
· for replacement of worn out tyres or tyres got out of order for other reasons;
· for seasonal change ("winter", "summer");
· for change of worn out seasonal tyres.
Change of worn out tyres or tyres got out of order for other reasons shall be deemed as current repair (change of worn out parts) of a car belonging to Fixed Assets. In this situation the Company shall be governed by common rules regulating the procedure for write-off of cost of repair of a Fixed Assets item to production cost (acquisition of new items and installation of them on vehicle). Expenses for unrepairable automobile tyres shall be included into material costs in expenses for ordinary business activities.
Cost of tyres purchased separately from vehicle shall be accounted to account 10, subaccount Automobile Tyres in Stock. Vehicle tyres shall be changed if:
• Tyres are completely worn out and got out of order in accordance with the Rules for Automobile Tyres Operation;
• Tyres are damaged in the course of operation.
If tyres are damaged in the course of operation the driver shall inform an authorised person of the date of change, changed tyre serial number, and speedometer read at the moment of installation. Information on installation of a tyre on vehicle shall be entered into automobile tyre inventory tag.
At the moment of installation of tyres on vehicle the cost of tyres shall be written off to production costs and shall be kept in quantitative accounting.
Cost of purchased seasonal tyres shall be accounted to account 10, subaccount Automobile Tyres in Stock. At the moment of installation of tyres on vehicle they shall be accounted to account Automobile Tyres In Operation. Information on installation and removal of seasonal tyres from vehicle and season mileage shall be reflected in automobile tyre inventory card. Cost of seasonal tyres, worn out or got out of order for other reasons, shall be accounted to production cost accounts at the moment of write-off within standards approved by the Ministry of Transport of the Russian Federation. Write-off of worn out or got out of order for other reasons shall be executed as an act for write-off of automobile tyres.
Unrepairable worn out tyres shall be accounted to account 10, subaccount Other Materials, as waste material. Cost of waste material shall be a part of other income.
2.6. Selected Methods of Accounting Income, Current Costs and Expenses 
2.6.1. General Approaches to Accounting of Income3 and Expenses
The company divides all income into income from ordinary activities and other types of income. Income from ordinary activities is service-related earnings. The Company’s income from ordinary activities includes:

· Income from consultancy services to Regional network companies
· Income from management services to Regional network companies
· Income from technical audit services to Regional network companies
· Income from regulated purchase procedure services to Regional network companies
Other types of income include all income unrelated to ordinary work and services. The proceeds are accounted in the amount, calculated in cash, equal to the amount of cash assets and other property received and (or) the amount of accounts receivable.

In accordance with the accrual procedure the Company’s income is accounted in the same period it was recorded regardless of the actual date of receipt of cash assets relating thereto.

Income received (accrued) in the reporting period but relating to future reporting periods as well as future repayment of deficiencies for previous years revealed in the accounting period and differences between the amounts to be vindicated from persons responsible and the value of goods accounted in the course of deficiency or loss identification are considered as deferred income.

The company divides all Expenses into expenses on ordinary activities and other types of expenses. Expenses on ordinary types of activities include expenses relating to service. Expenses on ordinary types off activities are formed from production-related costs (production cost of services, work, products), general running costs. These expenses relate to income from performing other work and services of “industrial” nature.

Expenses on ordinary types of activities are registered on “Core operations” accounts.

The “General running costs” account is used to account management expenses on ensuring the performance of the Company’s operations. The information on general running costs is formed by articles and costs elements. 

General running costs are to be distributed between core (by types of activities) and non-core types of activities on a monthly basis. The basis for distribution is the amount of income under consulting agreements, agreements on rendering services of a Sole management body of DCS, technical audit agreements and agreements on rendering regulated purchase procedure services to Regional network companies.

Other types of expenses include all income unrelated to ordinary work and services.

Expenses are accounted by the Company in two cases:

· It is established that expenses are the cause of deriving the relevant income. Costs may be accounted as expenses directly (in case of rendering of services, performance of work, acknowledgement of management of commercial expenses) or through retirement of assets on acquisition of which the Company made the relevant expenses (fixed assets, inventory, equity products etc.). Then expenses on ordinary or other types (retirement of other assets other than products) are accounted.
· When the expenses may not be directly associated with any income or it becomes obvious that the assumed income on current expenses will not be received. Then other expenses (for example, payment of interest on loans, expenses on fixed assets preservation etc.) are accounted as losses. Expenses are also accounted in case of liability without receipt of property.
The expenses on ordinary types of activities are accounted in the amount, calculated in cash, equal to the amount of payment in cash or other form or the amount of accounts payable.

The full amount of general running costs is accounted as management expenses and in the production cost of services and work in the reporting year they were accounted as expenses on ordinary types of activities.

2.6.2. Income and Expenses on Ordinary Activities
Expenses on ordinary types of activities are registered on “Core operations” accounts.

The “General running costs” account is used to account management expenses on ensuring the performance of the Company’s operations. The information on the general running costs is formed by articles and costs elements. 
2.6.3. Other Income and Expenses
Other expenses of the Company are expenses on independent commercial operations which are not envisaged by the scope of its activities but are made with the purpose of receiving the following income, namely:

Expenses relating to sale of the Company’s assets other than cash assets, products, goods:

· Income from sale of fixed assets;
· Income from sale of intangible assets;
· Income from sale of materials and reserves;
· Income from sale of other assets;
Income under separate independent agreements:

· Income from property lease;
· Income from securities;
· Income from participation in share capitals of other organisations;
· Income from joint activities;
· Interest received from exploitation of the Company’s cash assets;
· Other income.

The Company accounts income unrelated to production and circulation processes as other income. As a rule, they are not formalised by separate independent agreements and at that, activities aimed directly at receiving such income cannot be identified. Such income includes income from fines and penalties, compensation of losses incurred by the Company, receipt of property free of charge, depreciation of unclaimed accounts payable, forming of exchange differences etc. Such income is exceptional rather than regular.

Income from the sale of products or other property is accounted by the Company upon transfer of title to the property to the buyer. The moment of transfer is determined in accordance with the relevant agreements. As a rule, title is transferred from the seller to the buyer upon shipment of the products unless otherwise stipulated by the agreement.

The Company shall recognise the following expenses as other expenses:
expenses related to gaining other income;
· expenses for profitable capital retirement (exchange, sale, contribution to share capital);
· expenses for execution of commutative contract not belonging to ordinary activity transactions;
· These expenses may be one-time (written-down value of amortised property, value of materials, etc.) or recurring (payment of direct taxes on property, etc.);
· expenses arising from targeted actions (operations) based on production and business necessity but not accompanied with relevant income, recurring expenses (for preservation of fixed assets, payment of interest on credits and loans) and one-time expense (related to contribution to share capitals of other organisations, cancellation of production orders, forming of allowance account, etc.).
· expenses arising as an indirect result of business operations that have not include actions targeted at carrying out thereof (exchange rate differences);
· expenses revealed when performed actions have not led to expected result or have led to opposite result - loss (fines, penalty fees, forfeits paid, written off uncollectible accounts receivable);
• 
charity and social expenses.
Besides the Company acknowledges other following income and expenses in accordance with inventory audit being carried out:
· the relevant amount is credited to revenue account in compliance with appraisal according to market value of excess property when accounting excess property;
· the relevant amount is credited to expense account in compliance with appraisal according to real value of missing property when writing off property shortage exceeding rate of natural loss provided that guilty persons are not found or the court denied recovering damages from them.
The value of excess property is defined as the value of the latest purchased similar property taking into consideration real depreciation of facilities discovered as excess. If no similar property has been purchased and there is no possibility to determine their value reasonably the value of excess property is determined on the basis of a report of a third-party expert (appraiser).
Rate of natural loss for the purposes of accounting is approved by order of the Director of the Company and persons authorised by him within the indicators determined by regulatory documents of federal executive authorities.
Other income include Force-Majeure Income, income resulting from force-majeure of business operations (natural disaster, fire, emergency, nationalisation, etc.):
· insurance claims;
· compensation for losses because of force-majeure (fires, emergencies, etc.);
· liquidation value of non-serviceable property;
· other force-majeure income.
The Company refers to expenses resulting from force-majeure of business operations (natural disaster, earthquake, flood, fire, emergency, nationalisation of property, etc.) as force-majeure expenses, for example: compensation for damage to environment, writing off of written-down value of lost or non-repairable property items, value of lost or damaged materials and goods, etc.
2.6.4. Deferred income and expenses
Deferred income includes profit from free receipt of assets, future payment of shortages discovered in last years, differences between amounts to be charged from guilty persons and book value of shortages of assets, target financing funds non-allocated in the accounting period (including budget funds), etc.
Deferred income is accounted in accordance with the following items:
· freely received fixed assets;
· other freely received inventory items;
· future payment of shortages discovered in last years;
· difference between amounts to be charged from guilty persons and book value of shortages of assets;

· other deferred income.
Deferred income related to freely received property are credited to other income in proportion to the value of freely received property acknowledged as an expense: for fixed assets – in proportion to accrued depreciation, for current assets - non-recurring, at the time of writing off the cost of materials to expense or writing off the price of goods to sale account.
If a fixed asset is charged from the balance before their complete depreciation on any grounds, the Company acknowledges the non-charged part of deferred income to be other expenses at the time of writing off the fixed assets.
The value of freely received fixed assets regarding which there is no depreciation accrued in accordance with the determined procedure is not acknowledged as deferred income. When such assets are accepted for accounting records of the account of investments into non-current assets (hereinafter referred to as "the Investments into Non-Current Assets") and other income is acknowledged for such assets.
In case of free receipt of construction projects in process writing off of deferred income to other income account is started together with depreciation of the said project, that is, after their completion, start-up and acceptance for accounting as fixed assets. If such project are not completed, deferred income is acknowledged as other income at the time of writing off the construction projects in process from the balance on any grounds.
The Company shall acknowledge deferred expenses and distribute these expenses among further periods when the amount thereof is sufficient and the expenses cause income during several accounting periods or when the relation between income and expenses may not be determined directly and is determined indirectly.
The Company shall acknowledge the payments made and/or transfer of other property as deferred expenses if these payment and/or transfer of property are made unconditionally.
If the transferred funds and/or other property may be returned to the Company in case of rejection of works, services paid by funds and non-monetary assets, accounts receivable are acknowledged in accounting instead of deferred expenses. If it is assumed that the amount of returned funds and non-monetary assets may be reduced in accordance with the terms and conditions of contract, the difference between paid (transferred) and returned assets is regarded by the Company as sanctions for refusal to perform the contract – “Other Income and Expenses” account.
If funds and/or other assets are transferred unconditionally, but the Company has rejected works, services paid by the said funds and non-monetary assets or is sure that these works and services will not be consumed for any other reasons, the deferred expenses acknowledged earlier are fully acknowledged as sustained losses at the time of making decision not to consume works and services - Other Income and Expenses” account.
In the period when incurred expenses have gained the relevant income deferred expenses are acknowledged as current.
Deferred expenses are written off to current expense account in proportion to the ended period. Thereby only one-time payments related to purchase of licences and software are acknowledged as deferred expenses. Recurring payments made in accordance with the terms and conditions of contracts and related to the use of licences and software are included in current costs (in case of monthly payments) or separated as independent item of deferred expense accounting (in case of payments for the period exceeding a month – a quarter, year, etc.).
The date of writing off deferred expenses is determined by the Director of the Company on the basis of experts’ opinion or any other documentary evidence. Deferred expenses shall be written off equally during the period which they are attributed to.
2.6.5. Accounting of Exchange Differences

An exchange difference is the difference between the rouble assessment of an asset or obligation the value of which is expressed in foreign currency as of the date of payment obligations fulfillment r the reporting date of the current reporting period and the rouble assessment of the same asset or obligation as of the date of its accounting in the reporting period or the reporting date of the previous reporting period. Exchange difference occurs in case of:

• complete or partial repayment of accounts payable or receivable expressed in foreign currency, if the exchange rate as of the date of fulfillment of payment obligations is different from the exchange rate as of the date the accounts payable or receivable were accounted in the accounting period or from the exchange rate as of the date of the report for the reporting period when the accounts payable or receivable was recalculated for the last time;

• recalculation of the value of assets or obligations expressed in foreign currency: 

· Cash assets
 in the Company’s cash register;

· Assets on accounts in credit institutions;
· Cash and payment documents;
· Short-term currency securities (the value of long-term currency securities is not subject to recalculation);
· Receivables (including settlement of loan obligations) with physical and juridical persons (including dependent entities);
· Balances of target financing funds received from budget or foreign sources within the framework of technical or other aid provided to the Russian Federation in accordance with the relevant agreements (contracts).
Recalculation of the cost of an asset or obligation expressed in foreign currency into roubles is performed at the official exchange rate of such currency set by the Central Bank of the Russian Federation.

If another exchange rate for recalculation of such asset or obligation expressed in foreign currency into roubles is stipulated by the law or the agreement of the parties, then recalculation is performed at the relevant exchange rate.

For the purposes of accounting the above recalculation into roubles is performed at the exchange rate effective at the date of foreign currency transaction. The dates of specific foreign currency transactions for the purposes of accounting are specified in the table.

Foreign currency transactions

Foreign currency transactions with bank accounts (bank deposits) 

Foreign currency treasury transactions

Income of the organisation in foreign currency

Expenses of the organisation in foreign currency

Including:

Inventory import

Import of services

Expenses relating to business trips outside the Russian Federation 

Foreign currency investment of the organisation in non-current assets (fixed assets, 

The date of a foreign currency transaction is the date cash is credited to or debited from the foreign currency bank account (bank deposit of the organisation 

The date of receipt of foreign currency, financial documents in foreign currency or payment thereof from the treasury of the organisation.

The date of accounting income of the organisation in foreign currency 

The date of accounting expenses on acquisition of inventory stock. The date of accounting expenses on services. The date of expense report approval 

The date of accounting expenses forming the value of non-current assets 

Intangible assets etc.)

Recalculation of the value of cash in the treasury of organisation, cash on bank accounts (bank deposits), financial and payment documents, short-term securities, receivables (including loan obligations) with juridical and physical persons, balances of target financing funds received from budget or foreign sources within the framework of technical or other aid provided to the Russian Federation in accordance with the relevant agreements (contracts) expressed in foreign currency into roubles is to be made as of the date of foreign currency transaction and the reporting date. For the purposes of accounting statements the recalculation of the value of the above assets and obligations is made at the exchange rate effective on the reporting date.

The value of investments in non-current assets (fixed assets, intangible assets etc.), inventory and other assets is assessed in roubles at the exchange rate effective as of the date of foreign currency transaction as the result of which such assets are accounted. The value of the above assets is not recalculated due to exchange rate fluctuations after they have been accounted.

The exchange difference is recorded in the accounting statements in the reporting period corresponding to the date of fulfillment of payment obligations or the date of the accounting statements. 

The exchange difference is to be recorded in the financial results of the Company as other income or expenses.

The exchange difference relating to settlement with founders for contributions, including to the authorised (joint-stock) capital of the organisation is to be accrued to the incremental capital of the Company.

2.7. Accounting of Reserves

• The company has the following reserves:

• Reserve for doubtful debts

A doubtful debt is overdue accounts receivable unsecured by the relevant warranties (down payment, pledge, payment guarantee, surety for a bill etc.).

The Company creates a reserve for doubtful debts following the results of accounts receivable stocktaking.

The amount of reserve is determined separately for each debt depending on the financial condition (financial solvency) of the debtor and the assessment of partial or complete debt repayment probability.

Account 63 “Reserves for doubtful debts” is used to account doubtful debts.

Upon retirement (repayment) of accounts receivable the relevant reserve amount is written off. The written-off reserve amounts are accounted as other income of the Company. 

Upon accounting of a doubtful debt for which the reserve was created as irrecoverable, the amount of such debt is to be written off from the Company’s balance for reserve reduction (entry on reduction of “Reserves for doubtful debts” account and the corresponding reduction of accounts receivable). Upon accounting accounts receivable as irrecoverable debt for which the reserve for doubtful debts was not created, the reserve for doubtful debts is not modified and the amount of the irrecoverable debt is considered as other expenses.

If the amount of an irrecoverable debt exceeds the amount of reserve for doubtful debts for these accounts receivable, the reserve is not modified and the amount of excess is accounted as other expenses. 

If by the end of the reporting period following the year of reserve for doubtful debts creation such reserve or any part thereof will not be used, the unused amounts are added to other income at the end of the reporting period.

Remission of debt as a loss due to insolvency of the debtor does not constitute debt forgiveness. Such indebtedness must be reflected in the accounting balance for five years upon debt remission to monitor the possibility of collecting it in case of any changes in the debtor’s financial position.

• Reserves for remunerations following the results of work during the year.

A special estimate is formed for calculation of reserves for remuneration which reflects the amount of monthly contributions to the reserve on the basis of an estimated amount of expenses on payment of remunerations following the results of work during the year including the amount of uniform social tax on such expenses.

The reserve for remunerations following the results of work during the year is established in the amount specified in the Regulations on financial incentives for top management of the Company, Regulations on bonus payments to managers, specialists and employees of the Company. Expenses on forming the reserve for remunerations following the results of work during the year are accounted on accounts relating to expenses on salaries of the relevant employee categories.

At the end of the reporting period the Company performs stocktaking of such reserve. Amounts unused as of the last day of the reporting period are to be included in other income of the reporting period, if the Company considers it unreasonable to establish a reserve for remunerations following the results of work during the year for the next reporting period. 

The Company does not have reserves for payment of business trips and annual remunerations for length of service, future maintenance expenses, and expenses on securities depreciation.

2.8. Selected Procedures of Financial Investments Accounting

Financial investments of the Company shall be considered to be non-material assets, which in future may provide economic benefits (profit) in the form of interest, dividends or increase in their value (in terms of difference between selling (redemption) price and purchase value) as a result of their exchange, usage for obligations discharge, increase in fair market value.

Financial investments of the Company shall include:

· securities (government, municipal, securities of other organisations, including bonds and promissory notes);

· investments to authorised (share) capitals of other organisations (including subsidiaries and affiliates);

· investments under simple partnership agreements (joint venture agreement);

· loans granted to other organisations;

· depositary investments to credit organisations;

· accounts receivable acquired by virtue of assignment of right in action, etc. 

Promissory notes issued by the purchaser of goods, works or services of the Company, and entered from the bill drawer of the Company while repaying these goods, works or services, shall not be recognised as financial investments and shall be represented in accounting and reports as accounts receivable of the purchasers and customers secured by received promissory notes.

Financial investments are divided by the Company to specific and nonspecific. Specific investments shall be considered to be such investments, which unit has its own individual distinctive features, such as security series and number, details of the organisation, in which capital the investments has been made by the Company, details of the simple partnership agreements, loan agreements, agreements of acquisition of right in action etc. Nonspecific investments shall be considered to be such investments, which unit has not individual but generic distinctive features, such as details of book-entry shares issue etc. Accounting unit of financial investments shall be:

· for specific financial investments – separate investment (security, contribution to the share capital of the particular organisation, particular simple partnership agreement, loan or depositary investment executed by the separate agreement, rights in action acquired under the separate agreement etc.);

· for nonspecific financial investments – block of securities. The aggregate of the securities of the same issue (i.e. of one issuer, type, maturity, nominal value etc.) acquired by the Company as a result of a single transaction shall be deemed as the block of securities;

Analytical accounting of financial investments shall be kept broken down by short tern and long term financial investments. Long term financial investments shall include investments made with the intention to gain income hereon within one year. Other financial investments shall be deemed short term.

Accounting records shall represent financial investments broken down by short term and long term investments subject to the maturity (repayment) period.

Conversion of long term financial investments to short term financial investments shall be performed not later than 365 days prior to repayment of securities or repayment of loans granted by the Company.

Realised costs for acquisition of financial investments are:

· amounts paid to the Seller under the agreement;

· amounts paid to organisations and other persons for informational and consultation services related to the acquisition of the said assets;

· reimbursements paid to the intermediation organisation or other person, through which the assets were acquired as financial investments;

· other costs directly connected with the acquisition of assets as financial investments;

Costs connected with making financial investments by the Company:
· shall be included in their value in case they are incurred prior to or while making the recording;

· shall be written off as the part of other expenses in case they are incurred after making the recording;

With the purpose of subsequent assessment financial investments are divided into two groups:

· financial investments with determinable fair market value;

· financial investments with non-determinable fair market value;

Financial investments in securities circulating in the securities market (stock exchange, auction) with regularly published quotations belong to financial investments with determinable fair market value. All other financial investments shall be deemed financial investments with non-determinable fair market value.

Financial investments with duly determinable fair market value shall be reflected in the financial reports as of the end of financial year according to the fair market value by way of correcting their assessment as of the previous accounting date. Such correction shall be made by the Company quarterly.

Difference between the assessment of financial investments according to the fair market value as of the accounting date and the previous assessment of financial investments shall be recognised by the Company as other income and expenses. Therefore increase in market value of investments shall be reflected under the debit side of the account “Financial Investments” and credit side of the account “Other Income and Expenses”, and decrease in value is reflected under the debit side of the account “Other Income and Expenses” and credit side of the account “Financial Investments”.

If on the accounting date the fair market value cannot be determined with regard to the subject of financial investments assessed previously in accordance with the fair market value, such subject of financial investments shall be reflected in the financial statements at the value of its last assessment.

Financial investments with non-determinable fair market value shall be reflected in the accounting at the original value.

With regard to the retirement of assets accepted for accounting as financial statements with determinable fair market value their value shall be determined by the Company on the basis of the last assessment.

With regard to the retirement of assets accepted for accounting as financial statements with non-determinable fair market value their value shall be determined as follows:

· investments to the share capitals of other organisations (except for shares of joint-stock companies), loans granted to other organisations, depositary investments in credit organisations, accounts receivable acquired by virtue of assignment of right in action shall be assessed at the original value of each unit retired from the specified financial investments;

· securities (shares and bonds) shall be assessed on retirement at the average original value determined for each type of securities;

· purchasing promissory notes shall be assessed on retirement (payment for executed works (goods, works, services)) at the prime cost of the unit;

· other financial investments shall be assessed at the original value of each retired unit.

Income from financial investments shall be recognised be the Company as other income.
Expenses connected with granting loans to other organisations, service of financial investments of the Company, bank or depository service charge for safekeeping of the financial investments, submission of custody account statement etc. shall be deemed other expenses.

2.9. Accounting of Transactions under Simple Partnership Agreements
· Under the simple partnership agreement (joint venture agreement) two or more persons (partners) shall undertake to join their investments and to act jointly without the incorporation of legal entity with the purpose of generating the profit or pursuing other legitimate objectives.

· Investment in simple partnership shall be recognised in the accounting as financial investments. Property entered on account of investment under the joint venture agreement (simple partnership agreement) shall be included in financial investments by the partner-organisation at balance-sheet value as of the effective date of the agreement.

· Evidence of the receipt of property deposit for partner-organisation shall be the notice (letter of advise) on acceptance of the property for accounting by the partner carrying the joint business, or primary accounting document on receipt of property (acceptance certificate for property, consignment notes, payment documents etc.)

· While generating the financial result each partner-organisation shall include its share in the profits or expenses gained as a result of joint business into other profit or expenses.

· Property to be acquired by each partner-organisation in accordance with the partition pursuant to Art. 1050 of the Civil Code of the Russian Federation after termination of joint venture shall be reflected as repayment of deposits included into financial investments. Should any difference between valuation base of deposit included into financial investments and value of assets acquired after termination of joint venture, it shall be included into other profit and expenses while generating the financial result. Assets acquired by the partner-organisation after termination of joint venture shall be accepted for accounting in assessment itemised in separate balance as of the date of joint venture termination.

2.10. Selected Procedures for Equity (Capital) Accounting

Equity capital of the Company shall include:
· share capital;

· reserve capital;

· additional capital

· net (undistributed) profits:

· other reserves.

The company shall not decrease the amount of share capital reflected in its accounting for the amount of unpaid capital: share capital and actual debt of incorporators for investments in share capital shall be reflected in the accounting separately.

All alterations of the share capital amount (including assignment of additional capital funds for increasing the share capital) shall be reflected in the accounting of the Company only after entering the relevant alterations to its statutory documents.

Reserve capital shall be generated by the Company from its profits under the statutory documents and decision of the Company incorporators (shareholders). Reserve capital shall serve to recover possible expenses and to redeem shares of the Company in the case of other funds absence.

Additional capital of the Company shall consist of increase in value of its value resulted from its reassessment and from seigniorage.

Consumption of additional capital shall be performed separately. Amounts of increase in property value from reassessment shall be used for markdown of such properties, which were previously increased in value, but up to the amounts accumulated by each separate inventory item. When writing off the item from accounting (on any basis) amounts of final appraisal accumulated by it shall be written off to the account of undistributed profits of the Company. Seigniorage shall be used according to the decision of shareholders (at the end of the year) as the source of recovering possible expenses from Company activities.

Undistributed profit shall be consumed by the Company for the following purposes:

· markdown of non-current assets of the Company in excess of the additional capital amounts (accumulated under this inventory item of final appraisal);

· objectives determined by the incorporators (shareholders) of the Company, including dividend distribution, financial security of production development and other similar actions on acquisition (creation) of new property, etc.

2.11. Selected Procedures for Liabilities (Accounts Payable) Accounting

The debt being the consequence of certain actions or failure to act in relation to other person (creditor) and connected with the claim on transfer of funds, property, perform works or services, perform other actions in favour of this person (creditor), arising by virtue of the agreement, law or other legal provision, as well as normal business practice, shall be recognised by the Company as an obligation.

Obligations of the Company shall be divided into:

· debt to the supplier of goods, works and services;

· debt to the budget and extra-budgetary funds;

· salaries payable to the employees;

· debt to purchasers on advance payments received;

· debt on borrowings (credits and loans) received;

· other debts.

Accounts payable to the suppliers of goods, works, and services shall be taken into consideration in the amount of accepted accounts and volume of accrued liabilities according to the settlement documents.

Accounts payable on unbilled deliveries shall be taken into consideration in the amount of arrived valuables determined on the basis of price and conditions provided for by the agreements.

Debt on received borrowings (loans and credits) shall be recognised by the Company as the separate type of obligations. Debt on credits and loans shall be divided into:

·  long term and short term debt:

· short term debt is the debt on received loans and credits with maturity period not exceeding 12 months under the terms of agreement;

· long term debt is the debt on received loans and credits with maturity period exceeding 12 months under the terms of agreement;

· time debt and overdue debt

· time debt is the debt on received loans and credits with maturity period, which has not fall due or has been extended (prolonged) under the terms of agreement in accordance with the applicable procedure;

· overdue debt is the debt on received loans and credits with expired maturity period under the terms of agreement.

Upon entering into additional contracts to the agreement the short term debt shall be transformed to the long term debt.

The company shall take into consideration borrowings with maturity period under loan or credit agreement exceeding 12 months till expiration of such period as part of long term debt.

Debt on received loans and credits shall be assessed relying on interest payable at the end of the accounting period under the terms of agreements.

Expenses connected with the acceptance and usage of loans and credits (interests on received loans and credits, interests and discounts on promissory notes and bonds, additional costs on loans and credits, as well as exchange rate differences and sum differences related to the interest payable on loans and credits) shall be recognised as other expenses of the Company of the corresponding accounting period. Expenses on loans and credits to be included in the value of investment assets or value of other property shall be deemed the exceptions from such procedure.

Expenses on loans and credits contracted for acquiring fixed assets and non-material assets which cannot be recognised as investment assets shall be reflected as the part of other expenses of the Company according to the standard procedure.

Additional expenses of the Company derived in connection with the receipt of loans and credits, issue and distribution of debentures shall include following types of expenses related to:
· rendering of legal and consultant services to the borrower (including auditing on request of the lender);

· reprographics;

· carrying out expert examination;

· use of telecommunication services;

· other expenses directly connected with the receipt of loans and credits.

If additional expenses included in the expenses connected with the receipt and use of loans and credits do not belong to the increase in value of investment asset, the Company shall include these additional expenses into other expenses in such accounting period, when they were incurred (without the accounting estimate as accounts receivable and depreciation on a straight-line basis for other expenses within the maturity period of debentures).

While debt financing by way of treasury note issue, the accounts payable shall be generated as follows:

· while debt financing by way of treasury interest-bearing note issue providing for accrual of interest in the amount of actually arrived funds equal to principal amount. Subsequently accrued interest shall increase accounts payable before their repayment to the lender;

· while interest-free loan raising by way of treasury note issue – in the amount of actually arrived funds equal to principal amount. During the whole life of loan the amount of accounts payable shall not be changed;

· while debt financing by way of treasury non interest bearing note issue – in the amount of actually arrived funds and discount (income receivable by the lender upon payment of the note by the borrower) equal to principal amount. During the whole life of loan the amount of accounts payable in this case shall not be changed (all income payable to the borrower have originally generated the amount of accounts payable). Upon issue of promissory note for raising a loan in cash the amount of interest or discount payable to note holder shall be included into other expenses. Such other expenses shall be recognised by the Company at the moment of their accrual. The amount of the interest payable shall be accrued for the previous month on the last working day of each month.
Operating expenses on discounts and interest on promissory notes shall be recognised by the Company at the moment of their accrual. The Company shall not consider such expenses as deferred expenses. The amount of discount payable shall be included into other expenses at the moment of note transfer to the payee (first note holder). The amount of the interest payable shall be accrued for the previous month on the last day of each month.

2.12. Income Tax Calculation Accounting

Information on income tax calculation shall be accounted and disclosed as specified by Accounting Regulation 18/02, Income Tax Calculation Accounting.

The difference between the accounting income (loss) and taxable income (loss) for the accounting period arisen from applying different income and expenses recognition standards, stipulated by the accounting regulations and tax laws of the Russian Federation, shall include two constant and temporary differences.

Permanent Difference (PD) - the income and expenses generating the accounting income (loss) of the accounting period and excluded from the taxation base calculations for the accounting period and the one following the accounting period. PD shall result in permanent tax liability (PTL) that shall be defined as the constant difference of the accounting period multiplied by the income tax rate. 
For the purposes of accounting and taxable income the following permanent differences shall be applied:
· excess salaries expense as specified by article 255 of the Tax Code of the Russian Federation and expenses not accounted for taxation purposes according to article 270 of the Tax Code of the Russian;
· excess optional insurance expenses according to Art. 255 and 263 of the Tax Code of the Russian Federation;
· excess non-state pension plan expenses according to Art. 255 of the Tax Code of the Russian Federation;
· debenture interest paid in excess of the interest recognised for taxation purposes (Art. 269 of the Tax Code of the Russian Federation).
The marginal interest recognised by the expense shall be equal to refinance rate of the Central Bank of the Russian Federation raised 1.1-fold upon the issuance of debt instruments in roubles and equal to 15% for debt instruments in foreign currency:
· expenses related to property (goods, work, services) transfer without compensation represented by the property value and transfer expenses (Clause 16, Art. 270 of the Tax Code of the Russian Federation);
· excess expenses representation as provided for in Art. 264 of the Tax Code of the Russian Federation;
· excess advertising expenses as provided for in Art. 264 of the Tax Code of the Russian Federation. Application of different procedures for recognition of the income obtained from the property transfer without compensation for the purposes of accounting and taxation (Clause 4, Clause 1, Art. 271 of the Tax Code of the Russian Federation);
· income (loss) related to the arising of the difference between the estimated value of the property in the process of registration in the share capital of other organisation and the value in the accounting records of the transferring party (par. 1, Clause 21, Art. 277 of the Tax Code of the Russian Federation);
· income represented by the accounts payable of the budgets of different levels, written off or reduced according to the laws of the Russian Federation (par. 1 Clause 21 Art. 251 Of the Tax Code of the Russian Federation);
· other expenses related to manufacturing and marketing and other extraordinary charges incurred in excess as provided for in chapter 25 of the Tax Code of the Russian Federation.
Data to be recorded in the accounting records for the purpose of permanent difference accounting shall be collected from source documents and tax ledgers.
Temporary Differences (TD) – income and expense, generating accounting income (loss) for an accounting period, taxation base for the income tax for other accounting periods. 
Temporary differences depending on their effect to the taxable income shall be divided as follows:
· Deductible Temporary Differences (DTD);
· Taxable Temporary Differences (TTD).
Deductible Temporary Differences (DTD) shall result in deferred income taxation (Deferred Tax Asset - DTA) reducing the tax amount by the amount of income subject t be paid to the budget in the following accounting period.
The following deductible temporary differences shall apply for the purpose of generating accounting and taxable income:
• application of different recognition procedures in case of fixed asset sale for the purpose of accounting and taxation of fixed asset residual value (Clause 3. Art. 268 of the Tax Code of the Russian Federation);
· overpaid income tax, if the amount of the tax has not been returned but accounted in taxable income generation for the following accounting periods;
· deferred loss that has not been used to reduce the income tax amount within the accounting period but that is subject to accounting in the following accounting periods for taxation purposes;
• other similar differences.
Data to be recorded in the accounting records for the purpose of deductible temporary difference accounting shall be collected from source documents and tax ledgers.
Taxable temporary differences (TTD) shall result in deferred income taxation (deferred tax liability - DTL) increasing the tax amount by the amount of income subject t be paid to the budget in the following accounting period.
The following deductible temporary differences shall apply for the purpose of generating accounting and taxable income: 
· difference arisen at asset value generation for the purpose of accounting and tax accounting (sum differences, registration of property and other expenses non-accountable in cost amortisable asset value generation for the purpose of taxation);
· application of different procedures for expense recognition in accounting and tax accounting in respect of special clothing with the life cycle not exceeding 12 months according to clothing provision rules.
Data to be recorded in the accounting records for the purpose of deductible temporary difference accounting shall be collected from source documents and tax ledgers.
2.13. Segment Information

Initial information to generate data by accounting segments shall be deemed the operating segment information.
2.14. Post Balance-Sheet Events

A post balance-sheet event shall be deemed any fact of economic activity that has had effect or may have effect on the financial conditions, flow of funds or organisation’s performance within the period between the accounting date and date of executing the accounting balance-sheet for the accounting year.
A post balance-sheet event shall be also deemed the announcement of annual dividends on the basis of the operating results of the company for the accounting year.
Post balance-sheet event shall also include:
events confirming the economic conditions existing as of the accounting date which the organisation conducted its activity in
· due declaration of the organisation’s debtor insolvency if the insolvency proceeding in respect of such debtor is already in progress as of the accounting date;
· valuation of assets made after the accounting date with the results revealing the steady and substantial reduction of their value determined as of the accounting date;
· announcement of dividends by subsidiaries and affiliates for the periods previous to the accounting date;
· revealing a material error in accounting or violation of laws in performing the activity of the organisation after the accounting date that lead to falsification of accounting balance sheet or accounting offense for the accounting period.
events confirming the economic conditions arisen after the accounting date which the organisation conducts its activity in:
· reorganisation resolution;
· acquisition of the enterprise as an asset complex;
· reconstruction (performed or planned);
· resolution on share or other securities issue;
· fire, accident, natural calamity or other emergency resulting in the loss of material part of the organisation’s assets;
· cessation of major part of the organisation primary activity unless such event was predictable as of accounting date;
A post balance-sheet event shall be deemed material if the users of accounting records are unable to make evaluation of the financial condition, flow of funds or performance of the Company.
The organisation shall itself determine the materiality of post balance-sheet events according to requirements of accounting regulations.
When making accounting records consequent effects of post balance-sheet events shall be evaluated by the Company in money terms. The Company shall make and ensure the confirmation of the calculation to evaluate such consequent effects of post balance-sheet events.
A post balance-sheet event confirming the economic conditions arisen after the accounting date which the organisation conducts its activity in shall be explained in representation to the accounting records and income statement. In doing so, no accounting records (synthetic or analytical) shall be made in accounting period.
Annual dividends duly recommended or announced according to the performance of the organisation for the accounting year shall be recorded in a similar way.
Information provided in representation to the accounting records shall contain brief description of the post balance-sheet event and its consequent effect evaluation in monetary terms. The Company shall indicate where it is not possible to evaluate the consequent effect.
2.15. Contingency

The accounting records of the Company shall contain contingency arising and consequent effect of which is uncertain.
Contingencies shall include:
• legal proceedings pending as of accounting date;
· disputes with tax authority in respect of assignment to budget not settled down as of accounting date;
· guaranties and other types of collateral for the benefit of third parties with non-expired maturity date;
· discounted promissory note with non-expired maturity date;
· other similar facts.
Contingent liabilities and losses resulting from a contingency shall be introduced in synthetic or analytical records as closing turnover of the accounting period before the annual accounting records are approved.
Loss (income) calculation shall be performed as provided for in Accounting Regulation 8/98.
The calculation shall be made by the department that performs the duties covering the contingency.

2.16. Affiliate Details

According to Accounting Regulation 11/2000 the Company shall include the affiliate details as a separate section in the representation that makes a part of accounting records. In doing so, the details shall not be used when making internal accounting balance-sheets as well as accounting balance-sheets made for state statistical authorities and credit organisation or other particular purposes.
� Federal Law No. 129-FZ of November 21, 1996 (version of June 30, 2003) “On Accounting”, Clause 1 Art. 12.





� Order of the Ministry of Finance of the Russian Federation No. 49 of June 13, 1995 “On Approval of Guidelines for Inventory Audit of Assets and Financial Liabilities”, Clause 1.3


3 Order of the Ministry of Finance of the Russian Federation No. 26 n of March 30, 2001 “On Approval of Accounting Standards “Recording of Fixed Assets”, Russian Accounting Standards (PBU) 6/01”, Clause 11.


Accounts receivable and payable (including for loans and credits received/granted) shall be accounted for taking into consideration interest, penalties, fines, charges recognised or imposed.


Depreciated assets (fixed assets, intangible assets and income-bearing investments in tangible assets) shall be recorded according to their residual value (initial cost net of depreciation).


Securities and accounts receivable shall be recorded according to the net evaluation method, which requires the formation of reserves for depreciation of the said assets on separate accounts.


� Order of the Ministry of Finance of the Russian Federation dated 10.01.2000 No. 2n “On approving accounting provisions “Accounting assets and obligations expressed in foreign currency” PBU 3/2000”, Clause 7. 








