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The comparison of Czech and Russian
accounting systems and financial statements

Porovnani Ceského a ruského ucetniho
systému a ucetnich vykazi



Summary

The globalisation process and expansion of markets, as well as the general progress
in the technologies available, pointed at problems to the compilation of financial reports
and to its evaluation by supranational corporations and groups in accordance with statutory
regulations of the countries involved. So, it is necessary to implement common standards
to interact more efficient.

Both of the studied accounting systems: Czech and Russian were developing out of
common communist adopted strategy of central planning and control. However, after the
Soviet Union fell apart absolutely different future was expecting them.

The Czech Republic became the WTO member in 1995 and the European Union
member in 2004, so it was necessary to implement standards of the EU, International
Financial Reporting Standards.

At present time, when Russia became WTO member it is important to approach
International Financial Reporting Standards (IFRS). Harmonization in the report of the
results may also attract foreign capital. Russian government step by step reforms
accounting legal frame, but still there are sufficient differences in Russian Accounting
Standards (RAS) and IFRS.

The paper is devoted to the question of comparison of Russian and Czech
Accounting systems, legal framework, and financial statements, their similarities and
differences with IFRS.

Key words
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o Legal frame
o Financial statements
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o Profit and loss account
o Cash-flow statement
o Statement of own equity
o Notes
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Souhrn

Proces globalizace a rozSifovani trhi, stejn¢ jako obecny pokrok v technologiich k
dispozici, ukazal na problémy, k sestavovani finan¢nich vykazl a jeho vyhodnoceni
nadnérodnich spolecnosti a skupin v souladu se zakonnymi pifedpisy zacastnénych zemi.
Takze je tieba zavést spole¢né standardy pro efektivnéjsi interakci.

Oba sledované ucetni systémy Ceska a ruska se vyvijeji ze spolecné komunistické
strategie centralniho planovani a fizeni. Ale po rozpadu Sovétského svazu tyto systémy
oc¢ekavala rozdilnd budoucnost.

Ceska republika se stala ¢lenem WTO v roce 1995 a ¢lenem Evropské unie v roce
2004, proto Ceska republika musela srovnat své standardy se standardy EU, a
mezinarodnimi standardy ucetniho vykaznictvi. Nicméné, jesté porad existuji rozdily v
¢eskych standardech a IFRS.

V soucasné dob¢, kdy se Rusko stalo ¢lenem WTO je dulezité pfistoupit K
mezinarodnim standardim ucetniho vykaznictvi (IFRS). Harmonizace ve vykazovani
muze piilakat zahrani¢ni kapital. Ruska vlada krok za krokem reformuje ucetni zakon, ale
stale existuji zna¢né rozdily mezi ruskymi standardy a IFRS.

Prace je vénovana otdzce srovnani ruskych a ¢eskych ucetnich systémi, zakoni a

finan¢nich ucetnich vykaz, jejich podobnosti a rozdiliim s IFRS.

Klic¢ova slova
o Ugetni standardy
o Pravni rdmec
o Finanéni vykazy
o Rozvaha
o Vykaz zisku a ztraty
o Vykaz o penéznich tocich
o Vykaz o zménach vlastniho kapitalu
o Priloha

o IFRS
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1. INTRODUCTION

The process of international accounting harmonization takes place at the present
time. What is more, it is obviously one of the most important forces that accelerate
accounting development. It is thought that the process will help to reduce the amount of
local variants of accounting and unify its form. Harmonization, in its general sense, is
development and adoption of international accounting standards by international financial
and professional accounting institutions.

Often, accounting harmonization in the line with international practices and
standards is delivered as a process of “modernization”. Being dependent on financial
contributions to national governments from international financial institutions (like
International Monetary Fund, World Bank, etc.) these countries are required to adopt new
accounting/statistical standards and techniques for the sake of increasing transparency,
improving management of county’s public finances and financial reporting to international
agencies.

Having a lot in common Russian and Czech accounting phenomena appears
influenced its common history and Soviet ruling party. Modern history of the countries
starts in 1991 after the Soviet Union had fallen apart. Czech Republic, like the Russian
Federation, overcame a number of economic reforms, the development of the stock market,
the formation of a whole new accounting system and the initiation of the accounting and
auditing profession.

It is generally known that accounting information from financial reports has a great
impact on the behavior and decision-making of its users, namely investors, managers and
the state. In accounting studies covering a wide range of topics starting from management
and ending with financial accounting, one may find examples of the usefulness and
relevance of accounting information. So, unified form of the statements is really important
for the possibilities of future development and more efficient performance of the entity.

Russian accountancy was modernized and at first look seems to be very close to
international standards like IFRS. In practice, however, things are very different. This
comes from a conception that is different on a basic level and also from the very strong
influence from the tax authorities. Basically, it should be noticed that in Russia the
principle “Form over substance” is applicable. This means, that operations are not

registered when they occur, but when the required document is signed. It is easy to imagine



that between the moment, when something has been realized, and the moment when the
document is signed, there can be a very big and important time gap. Right now listed
companies have to introduce accounting statements according to both: Russian Accounting
Standards and International Standards, but transformation of the statements can take a long
time, and firms do not definitely gain of it. Since August, 2011 bigger listed Czech
companies completely introduced IFRS as accounting standard of entities’ statements.
These are the reasons that make theme of the diploma thesis actual and interesting.
Further development of countries’ relations depends on further harmonization and

standardization.



2. OBJECTIVES AND METHODOLOGY

2.1 Objectives of thesis

Main objective of the diploma thesis is to characterize and compare Russian and
Czech accounting systems, legal frameworks and financial statements and demonstrate the
comparison on a practical case study.

At present time Russia and Czech Republic are trade partners, both of the sides
invest into each other, and businesses continue to integrate closer, it is important to provide
financial and accounting documentation the way it would be understandable for both sides:
the Russian Federation and Czech Republic. In this matter it is important that Czech and
Russia accounting are transforming up to the standards of International Financial
Reporting Standards (IFRS), which are not fully implemented so far.

According to the IFR standards accounting systems, their differences and

similarities will be estimated.

2.2 Methodology

Methodology of the thesis is a guideline for solving a problem. To collect data for
the first part of work, various materials on accounting: legislation acts of the Russian
Federation, the Czech Republic and the European Union, study books, periodic sources,
and on-line sources were studied. Based on sources the core problem is deducted in the
first part.

. For the practical part annual financial reports of two entities: one Russian
“Frigoglass Eurasia” and one Czech “SMP CZ” will be analyzed. Applied accounting
principles used by these companies will be compared, so to prove, if the financial analysis
carried out from their financial statements is comparable. The comparison, deduction and
synthesis methods will be used to prepare the practical part: Discussion and results and to
conclude the work.

For the practical part, a method of analysis of financial ratios and trends will be
used.

The following ratios will be calculated:

e Return on assets ratio
Net Income
ROA

- Total Assets



Return on equity
Net Income
ROE =——————
Total Equity
Return on production

Net Income
ROP=—""—
Costs

Absolute ratio
Cash and equivalents

Absaolute ratio = ——
Current Liabilities

Quick ratio
Current Assets — [nventory

uick ratio =
Q Current Liabilities

Current ratio
Current Assets

Current ratio = ——
Current Liabilities

Capital - Labor ratio

Total Assets
Capital to Labor = ———
Employees
Capital intensity

Total Assets
Capital intensity = ————
Sales

Rate of fixed assets input
Fixed Assets Input

Fixed Assets{end of the vear)

Rate of fixed assets input =

Rate of fixed assets disposal
Fixed Assets Disposal

Rate of fixed assets disposal =
ri =P Fixed Assets{beginning)

The debt to equity ratio
Total Liabilities

Debt to Equity = ,
Total Equity

Maneuverability of own capital
Current Assets

Manueverability = ,
Total Equity

Non-current assets to equity ratio
Non — current Assets

Non — current to Equity = :
Total Equity

Productivity
Production Output
Productivity =
Employees
Total Turnover
Sales

Turnovey = ———
Total Assets

Material Turnover Period
AverageMaterials

Material Turnover Period = 365 x
Sales



3. LITERATURE OVERVIEW
3.1 Historical overview of Czech and Russian accounting development

Talking about of accounting in studied countries it is important to keep in mind that
both of the countries had long communistic common history after the World War 11, which
has influenced a lot all the spheres of human life, as well as governmental legislative issue.

If we make an overview into the history of the USSR, it is becoming clear that the
main goal of the Soviet leaders was rapid industrialization in order to reach and overtake
the Western block. To reach set goals the Soviet government adopted the strategy of
central planning and control. Soviet planning is basically the same as the process of
planning of any large capitalist corporation. Monopoly of state property and administrative
governance of economy made accounting techniques much easier, excluded number of
operations and broke the development of economic institutes and tools that lead to
reduction of the accounting matter.

In November, 1954 new accounts chart of production was introduced. By the end of
50’s there was a number of accounts implemented. Big amount of charts had a negative
influence on inflexible centralized accounting governance as well as its further
development. That is why on the basis of industry accounts “The chart of accounts to
record industrial and economic activity of an entity” was created [5]. The modern accounts
of charts were introduced: Russian in 2000, Czech in 2003.

Until the end of 90’s accounting and financial reporting were subordinated to the
requirements of the central planning system and reflected the diminished scope of financial
management centralized planning economy. The principle function of accounting became
the provision of factual data to evaluate plan fulfillment and to generate statistics for other
planning related purposes. Accounting generally required adherence to a prescribed chart
of accounts and did not involve taking a view on financial position of an enterprise.
Financial statements were treated as private and closed information. The situation started
to change after 1989 as the change to a market economy and privatization proceeded [2].

The year 1991 became the turning point in development of Czech - Russian
relations and starting point of the new world. At this point a huge impact on development
of systems was made by their location and size: small Czech Republic located in the heart
of Europe and huge and clumsy Russia located on suburbs of Europe. In early nineties,

Czech accounting practices were reformed in the context of the wider reforms adopted to



create the institutions of market economies. Already in 1995 Czech Republic became a
member of the World Trade Organisation, so it was necessary to develop accounting
according to the international standards. In common with other areas of institutional
reforms, government was seeking, as far as possible, to ensure that new laws were
consistent with those of the European Community (EC), so as to facilitate transition to full
membership. New legislation was therefore influenced by EC accounting practices,
particularly the Fourth and Seventh Directive son Company Law The accounting law was a
curious amalgam reflecting the variety of international influences plus residual practices
from the previous regime. At the moment the Czech accounting system is a continental
European approach with an influence from taxes [24].

As soon as the USSR ceased to exist, in 1991 Russia with its huge share of state
property was not that fast to transform. However, government realized the importance of
harmonization. Three crucial events in Russian accounting development occurred:
publication of the mostly new Chart of Accounts, production of a new set of financial
statements similar to those used in Western accounting, and the beginning of preparations
for radical change in accounting and auditing regulation and methodology. And today the
Russian Federation is on its way to implement IFRS standards, it is continental approach

with high influence from tax and legal issues.

3.2 Legal frame of accounting

3.2.1 Russia

Russian accounting is regulated by a system of legal acts which consists of four
different levels of documents.

The first level of documents compiles the laws and other legislative acts
(Presidential Decrees, Government Regulations) regulating the way accounting is set up
and maintained in enterprises.

Documents at this level include:

- Constitution of the Russian Federation which provides accounting with all the
common rules;

- The Civil Code which actually organizes the major accounting work. So, for
example, the Civil Code regulates the several provisions: the presence of self-balance,

mandatory approval of the annual report identified cases of obligatory audit, establishes the
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order of registration, liquidation, reorganization of legal entities, provides principal types
of transactions and commitments.

- The Tax Code - defines a basis of accounting for all legal entities and establishes
the procedure for providing information to interested users;

- Federal Law ‘On Accounting’ from November 21, 1996 Ne 129FZ - establishes
the basic and methodological basis of accounting in the Russian Federation. This document
defines the procedure for regulation of accounting, formulated the basic rules for its
conduct, rules and submission of financial statements and the basic requirements for it.

- Decrees of the President of the Russian Federation;

- Resolution of the Government of the Russian Federation;

- Other federal laws such as the Federal Law Ne 88-FZ ‘On State Support of Small
Business of the Russian Federation’ from 14.06.1995, Federal LawNe 222-FZ <About the
simplified system of taxation, accounting and reporting for small businesses’ from
29.12.1995, Federal LawNe 208-FZ ‘On Joint Stock Companies’ dated 26.12.1995.The
Civil Code of the Russian Federation is a significant part of the system of legal acts on
accounting, as it consolidates many issues regarding accounting. The Civil Code of the
Russian Federation defines the existence of an independent balance sheet as one of the
indications of a legal entity, establishes the necessity of approving the annual financial
statements and instances where an audit opinion is required. It provides definitions of
subsidiaries and associated companies and determines procedures for reorganization and
liquidation of legal entities of different forms.

The second level is the system of national accounting standards which are
accounting provisions that establish the principles, basic accounting rules for individual
objects and of its individual parts. At this level, the regulatory authority is the Ministry of
Finance.

The documents of the second level include:

1. "Regulations on accounting and financial reporting in the Russian Federation™,
approved by Order of the Ministry of Finance from 29.07.1998 that defines the
organization and accounting, compilation and reporting by entities. Provides:

- The order of the relationship of organizations with external users;

-The responsibilities of the Ministry of Finance for timely development of

regulations on accounting;
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- The responsibility of the head of accounting in the organization;

- A choice of organizational form of accounting;

- Requirements for accounting policies;

- Requirements for accounting;

- Procedures for physical inventory and organization of the sources of its formation
(liabilities);

- The order of the primary data storage.

2. Established norms (standards) are specific set of documented rules of
accounting, which determine the ways and methods of reflection of various phenomena.

Any standard should contain the purpose and scope of the standard, basic terms
and concepts, principles, standards and options for consideration of their application.

For accounting used three types of standards:

- International standards - developed by the Committee of international accounting
standards based on existing national standards and practices for their use in different
countries. These standards are recommended.

- Regional Options - designed for groups of countries in the region, such as the
European Union;

- National standards are developed for use within the state, takes into account the
economic development and tax policy. National standards are mandatory for the country.
The national standards include provisions for the Russian accounting (RAS: Ministry of
Finance Order Nel86n from 24.12.2010 introduced changes to existing RAS standards).
They are mandatory and provide for multi-variant accounting for individual objects.
Currently there are 20 provisions on accounting. Regulations on accounting GAAP PBU 4
/ 99 "Financial statements™” approved by Decree of the Ministry of Finance 06.07.1999 Ne
43-n provides definitions relating to the financial statements of the Russian Federation,
represented by the composition of accounting and general requirements for it, and also
describes the contents of balance sheet and income statement. In addition, in the content
there are explanations to the balance sheet and income statement, set out rules for assessing
accounting articles. Defined information that accompanies financial statements stipulates
how the audit of financial statements must be held and its publicity, as well as the concept

of interim financial statements.

12



According to Article 18 of the Federal Law approved on 21 November 1996 Ne
129-Federal Act On Accounting, "The leaders of the organization and other persons
responsible for organizing and keeping accounting records, in case of... distortion of
financial statements and compliance of terms of its presentation and publication are
subjects of administrative and criminal responsibility according to Russian law. " The
concept of "other person” is revealed in the article 7 of Law Ne 129-Federal Law, "Chief
Accountant ... is responsible for ...submission on time of complete and accurate accounting
documentation. Responsibility of compilation of financial (accounting) statements
assigned to organizations except those listed in and part 2 and 3 of Art. 4 of Act Ne 129 -
Federal Law.

Based on the requirements established by regulations, to the formation of reported
indicators necessary to perform the following actions by the legislation:

- Established by the Act “On Accounting” (article 12) the mandatory inventory of
assets and liabilities;

- Check conformity of the accounting policies of the organization with current
legislation;

- Control and audit procedures and to check the validity of the primary documents
records and business transactions;

- Closure of accounts and balance reformation;

- Review of financial statements and the formation of the totals;

- Assess of the net assets of the organization and their compliance with the
requirements of the Civil Code.

Over the last ten years, new RAS standards with which we have started to calculate
assets and obligations expressed in foreign currencies, differences between profit for
accounting and tax purposes have been gradually created. Nevertheless, the wide gulf
between RAS and IFRS remains. At the end of 2010 and beginning of 2011, the Ministry
of Finance made few steps to short the gap: a few more RAS standards were developed and
immediately confirmed, and significant changes were introduced to the existing RAS
standards with the following documents:

- Regulations on accounting GAAP PBU 23/2011, approved a new Russian
GAAP PBU 23/2011 "Statement of Cash Flows". Order of the Russian Ministry of Finance
from 02.02.2011, Ne 11N (MOJ number 20336), effective from the annual financial

13



statements for 2011, approved by the GAAP PBU 23/2011 "Statement of Cash Flows",
which is part of the accounting organizations. Introduction of GAAP due to the fact that
since the annual accounts for 2011, introduced new forms of accounting (Order of the
Russian Ministry of Finance from 02.07.2010, Ne 66n).

- Regulations on accounting GAAP PBU 8/2010, approved Russian GAAP
PBU 8/2010 "Provisions, Contingent Liabilities and Contingent Assets”. Order of the
Russian Ministry of Finance from 13.12.2010, Ne 167n (MOJ number 19691), effective
from accounting for 1st quarter of 2011, approved GAAP PBU 8/2010 "Provisions,
Contingent Liabilities and Contingent Assets."New GAAP replaces previously in force
GAAP PBU 8/01 "Contingencies of Economic Activity" (Order of the Russian Ministry of
Finance from 28.11.2001, Ne 96n) and must be applied by all entities, except small
businesses, not the issuer of publicly placed securities.

- Regulations on accounting GAAP PBU 22/2010, approved a new Russian
GAAP PBU 22/2010 "Correction of errors in accounting and reporting". The Order of the
Ministry of Finance of Russia from 6/28/2010 Ne 63n (the Ministry of Justice Ne 18008),
coming into force from annual accounts for 2010, is entered new GAAP 22/2010
“correction of errors in the business accounting and the reporting”.[19], [21],
[17].However, all the latest implemented changes will remain only since the moment of
reporting period 2011, which is no earlier than summer 2012.

The third level of documents include methodical instructions on accounting,
including recommendations in which specific procedures for applying principles and
regulations of accounting are set forth for particular types of activities.

This group of documents includes methodical recommendations for planning,
accounting and calculating the cost of goods (work, services) in construction, farming,
science and research and development, methodical recommendations on taking inventory
of property and financial obligations. One of the most important documents at this level is
the Chart of Accounts and instructions for its use.

The fourth level of documents in terms of the accounting regulation system
includes documents belonging to the company itself, which determine its accounting policy
in all systematic, technical and organizational aspects.

The existing system of regulation provides companies with the opportunity to select
a method by which to account for assets. Accounting regulations and methods are

14



established by the company in an Order on accounting policy. If there are some specific
accounting methods that are not developed in a uniform manner, companies have the right
to develop them independently and approve them with such an Order. [18]

Branches and representative offices of foreign companies located in the Russian
Federation are allowed to maintain their accounting on the basis of regulations established
in the country in which the foreign company resides, unless these regulations contradict

International Accounting Standards developed by the IAS Committee.

3.2.2 Czech Republic

Changes in the regulatory frame work were completed Januaryl, 2004. Regulatory
framework was enlarged into three separate levels. Regulatory guidance for accounting
was replaced by a new phenomenon in Czech accounting, National Accounting Standards.
The idea of National Accounting Standards was introduced by the legislation to the Act on
accounting and came into force since 2004. There is a separate article in the Act
determining who is allowed to develop National Accounting Standards. The article
determines Ministry of Finance or any legal entity selected in public tender. This is
historically the first moment when Ministry of Finance admits the possibility of existence a
rule-making body that differs from Ministry of Finance. Existence of the rule-making body
that differs from Ministry of Finance opens the possibility to develop hybrid regulatory
accounting system.

Ministry of Finance introduced National Accounting Standards in to existence as
the consequence of the systematic influence of the National Accounting Council. Standards
should contain a description of the accounting methods or procedures. The content of the
standards may not be in consistent with the provisions of the Acton Accounting and other
statutory provisions or circumvent their purposes. The application of standards by
accounting entities shall be regarded as compliance with the provisions on accounting
methods pursuant to the Act. The Accounting Act also defines the basic requirements for
preparing and publishing annual reports and the conditions that trigger the need for a
mandatory statutory audit of financial statements. Companies whose securities are traded
publicly are subject to stricter rules for publication of financial information, especially
information that must be included within annual reports and the obligation to present

financial information on an ongoing basis to the Czech National Bank, which acts as the
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common regulator of the financial markets. Yet more extensive requirements on these
organizations are stipulated by the Act on Undertaking on the Capital Markets. [25]

The rules for the development and issue of the standards may be specified by
Ministry of Finance in implementing statutory provisions. The issue of the standards shall
be promulgated in the Financial Bulletin. Ministry of Finance shall keep a register of the
standards issued. No public tender was announced till the end of 2003 and therefore
National Accounting Standards were written and issued by Ministry of Finance
exclusively. Three levels of accounting regulations have been in force since beginning of
2004.

The Czech Republic became an EU member on May 1, 2004. Legislation of the
country was harmonized with EU law accounting and audit was included in to process of
harmonization too. Implementation of Accounting and Audit EC Regulations were the
subject of revision from the EU supervisors, not the harmonization of all legal levels of
accounting regulations within countries. This factor constitutes a considerable obstacle to
any attempts at significant and deep harmonization of accounting.

Accounting legal frame in the Czech Republic:

e Accounting Act Ne563/1991Coll.

e Czech Accounting standards for the entrepreneurs

e Decree on double-entry accounting Ne500/2002Coll.

e Commercial Code

e Income Taxes Act Ne586/1992Coll.

e VAT Act, Provisions Act, Social and Health insurance regulation, etc.
e 4™Mand 7" Directives (as the weapon of harmonization).[6]

In conformity with IAS adopted in Regulation (EC) No 1606/2002 on the
application of international accounting standards since 2004using of IFRS in the Czech
Republic is obligatory for:

- Consolidated accounts of publicly traded companies

- Annual accounts of publicly traded companies (if their securities are
admitted to trading on an EC regulated market).

Introducing IFRS into the Czech accounting regulatory system has fundamental
impact on regulatory accounting system. Scheme of regulation is described in the figurel

bellow. This figure 1 clearly demonstrates that those companies which has obligation to
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prepare financial statement in compliance with IFRS has obligation to keep their accounts
incompliance with IFRS as well as. IFRS substituted domestic rules completely.
Companies either use IFRS or Czech rules for keeping their accounts and for reporting in

financial statements.

Figure 1 — Impact of IFRS on Czech accounting regulation

Source: based on [25].

The main body regulating accounting and audit continues to be the state, but
developments in this area are shared by a number of professional organizations: Chamber
of Auditors of the Czech Republic, Union of Accountants, and, in particular, the all-
encompassing National Accounting Council. The latter first and foremost comments on
bills and interpretations of accounting regulations. Although the interpretations of the
National Accounting Council are not a component of accounting legislation and

subsequently are not binding, their influence on practice is increasing. [10]

3.3 Financial statements

3.3.1 Russia

Financial statements are the system of indicators that reflects the results of the
economic activities of the organization during the reporting period. Every legal entity
registered in Russia must prepare financial statements for each financial reporting
(calendar) year ending 31 December. The format and content of the financial statements
are strongly recommended by instructions issued by the Ministry of Finance that prescribe
the chart of accounts along with recommended accounting entries for typical transactions.
The financial statements must include: the balance sheet (form Ne 1), the profit and loss
statement (income statement) (Form Ne 2), statement of changes in equity (form Ne 3),

Report on Cash Flows (Form Ne 4), notes to the balance sheet and the profit and loss
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statement (form Ne 5), explanatory notes and the auditor's report, which confirms the
reliability of financial reporting organization, in case the reporting entity in accordance to
the federal law is a subject to mandatory audit [23]. Also in the report may be includes a
form number 6, "Report on the intended use of proceeds"” for nonprofit organizations that
operate in accordance with the estimates. The structure of that form is as follows: balance
at the beginning of the year, the flow of funds, the use of funds, and the balance at the end
of the year [20].

The accounting statements must provide accurate and complete picture of the
financial position, financial results of entity’s’ operations and changes in its financial
position. In case during the preparation of financial statements the lack of data to form a
complete picture of financial position in the form required by law appears, the financial
statements are completed with relevant indicators. In the accounting must be provided
neutral information contained in it, to prevent possible unilateral satisfaction of the
interests of certain groups of users.

The accounting records must include the performance of branches, representative
offices and other units.

All the organizations should stick to structure and form of financial statements.
Changes in these forms are allowed in exceptional cases, such as changing the type of
activity. Significant changes must be disclosed in the notes. For each numerical indicator
of financial statements, except the report prepared for the first reporting period should be
the indicators for at least two years, i.e., current period and the same period last year.

Articles of balance sheet, income statement and other reports which have no
numeric values are crossed out in generic form. In financial statements the reporting date is
the last calendar day of the reporting period. Every form of financial statements must have
the name, the reporting date, the name of the organization and its organizational form and
format of the numeric indicators. Accounting statements are prepared in Russian, in
Russian currency (ruble without copejki). It is signed by the director and chief accountant.

There are two types of accounting financial statements: the annual and interim.

Annual financial statements include the indicators of economic activity of the
organization for 3 years (accounting periods). It consists of the main forms of financial
statements (balance sheet, income statement, its annexes, explanatory notes and the

auditor's report, if an organization is subject to statutory audit).
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Interim financial statements are prepared for the month, quarter, half, nine months,
that is cumulative from the beginning of the year. It consists of the balance sheet, profit
and loss account (income statement).

Interim financial statements shall be completed no later than 30 days after the end
of the reporting period, and annual reports - no later than 90 days after the end of the
reporting period. In addition, the financial statements can be classified on the basis of its
consumer information:

- External Reporting - public financial statements, which established the
Ministry of Finance for all organizations operating in Russia in the attached form;

- Internal Reporting - its structure, contents, procedure of formation and ways
of presenting information are determined by management.

The main form of financial statements is the balance sheet. Balance Sheet is the
element of the accounting method that introduces economic group of property by the
composition, distribution and sources of its formation on an exact date [4]. It is based on
data of the residuals of debits and credits from synthetic accounts and sub-accounts at the
beginning and end of the period, which are taken from the reverse statement of synthetic
accounts. [3].

Form Ne 1, "Balance" was approved on the 07" of February, 2010 by The Order
of Russian Finance Ministry Ne 66n “On Accounting Forms for Organizations”. A standard
format is prescribed. Organizations are recommended a specific layout for the balance
sheet which includes a list of minimum items and has vertical format. The current form of
the balance sheet contains more aggregated articles, which makes it easier to users to
analyze performance of an enterprise. Retained earnings (loss) are now in balance sheet in
one line only without splitting into the profits (losses) of previous years and income (loss)
for the year. It should be noted the appearance of balance on the new items: deferred
income tax assets (in the non-current assets) and deferred tax liabilities (in the long-term
liabilities), which are also useful for informing investors.

The balance sheet is a table which consists of two parts: assets and liabilities.

The active part has two sections:

I. Non-current assets;

I1. Current assets.

The passive part has three sections:
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I11. Capital and reserves;

IV. Long-term liabilities;

V. Short-term liabilities [3].

In the balance sheet assets and liabilities should be reported according to the
duration of treatment (repayment): short-and long-term. Assets and liabilities are presented
as short-term treatment if their repayment is no longer than 12 months after reporting date
or duration of the operating cycle, if it (cycle) exceeds 12 months. All other assets and
liabilities are treated as long-term [23].

Assets

The first element of balance is an asset that represents a set of proprietary business
entity. The composition of the asset includes property and property rights.

The property includes various items that have economic value because of their
physical characteristics (money, goods, materials, buildings, machinery, and equipment).

The rights are divided into reified and no reified. Reified rights associated with
ownership of securities which give the right of ownership. These securities include bills,
checks, bonds, stocks, etc. Under no reified rights debt claims in the form of various types
of receivables, etc., exclusive rights, such as patent, license, right to the trademark and
other rights deriving from pending business transactions, such as advance costs incurred or
income not yet received are understood.

Enumeration of all the constituent parts of the asset groups, quantitatively measured
and evaluated, is reflected in the relevant balance sheet items, which are combined in the
sections:

Assets

Section | Non-current assets:

1110 intangible assets: indicator is calculated according to the General Ledger as
the difference between the account debit 04 “Intangible assets” and account credit 05
“Amortization”, however, without taking into consideration Research and Development
expenses

1120 The fixed assets: calculations on the account are done according to the general
ledger at the end of the year as the difference between the sums of debit account balances
01 “Fixed Assets” (not including subaccount “Young Plantations”) and credit account

balance 02 “Depreciation”.
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1130 construction in progress

1140 profitable investments in tangible assets

1150 long-term investments

1150 The deferred tax assets

1170 Other non-current assets.

The balance of the first section is in the string coded 1100 and calculated as sum of
1110 + 1120+1130+1140+1150+1160+1170= 1100.

Section II «Current assets":

1210 stocks: calculated as sum of accounts 10 “Materials”, 11 “Animals for
Breeding and Fattening”, 14 “Provisions for depreciation of Property”, 15 “Acquisition of
wealth” (which is connected with materials and materials reserves) plus debit (minus
credit) of account 16 “Deviation in the value of Property” (which is connected with
materials and materials reserves) plus debit of account 20 “The Main production” ( or
depending on business operating of the entity it can be account 21 “Semi-Finished
products of own Production”, 23 “Support production”, 28 “Marriage of the Production”,
29 “Servicing of Production”, 41 “Goods”, 43 “Finished Goods”, 44 “Expenses on
Realization”, 45 “Goods shipped”) and 97 “Expenditures of future periods” (in a part of
expenses with write-off period less than 12 months).

1220 value added tax is recorded according to the debit of account 19 “Value
Added Tax on acquired values”.

1230 Accounts receivable

1240 short-term investments

1250 cash: to calculate following amounts need to be added: 50 “Cash”, 51
“Settlement Funds”, 52 “Foreign currency”, 57 “Transactions in progress”, and 55 “Special
accounts in banks” (excluding deposit accounts).

1260 Other current assets.

The last string of the second section “Balance of Section 2” has code 1200 and is
calculated as 1210+1220+1230+1240+1250+1260=1200.

Avrticles asset placed in the balance sheet according to the degree of liquidity, i.e.,
directly dependent on the speed with which this part of the assets acquired in the economic

circulation of money.
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The string 1600 “Balance” of the active (assets) part is the sum of 1100 and 1200
lines.

Liability

Balance of liabilities shows how the value of equity (capital) invested in the
economic activities of the organization, as well as whom and in what form took part in the
creation of the estate.

In accounting, the word "liability” has a dual meaning. In a narrow sense, a
liability understood set of liabilities that may be of two kinds:

« are associated with the various securities issued by a business entity (issued
promissory notes, bonds issued, accepted by checks)

« arises out of the accounts payable to suppliers, to employees, the budget.

In a broad sense, a liability is the total of the legal relationship underlying the
financing entity. Thus, it includes all the various sources of funds management - both debt
and equity.

Section 3 Capital and reserves

The string1310 is “Share Capital”. This article should be the size of the share
capital recorded in the founding documents of the organization and reflected in the credit
account 80.

1320 Own Shares Repurchased out of shareholders

1340 “Revaluation of fixed assets”

1350 “Additional capital”

1360 “Reserve capital”

1370 “Retained earnings (loss)” differs in reflection of an annual and an interim
balance sheet. This line is filled as a result of the Reformation of the balance sheet.

Interim balance: account 99 “Gains and Losses+ account 84 “Retained Earnings”
(in part of interim assessed dividends); annual balance: account 84 “Retained Earnings”.

The following string 1300 is the balance of the third section: 1310-
1320+1340+1350+1360+1370 =1300

Section 4 Long- term liabilities

1410 “Borrowed Funds

1420 “Deferred Tax duties” is filled in according to credit of account 77 “Deferred

Tax Duties”
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1430 “Provisions for contingent liabilities

1450 “Other Duties” reflects all other obligations of the entity with the payback
period more than 12 months.

The last string of the section 1400 is the balance of the fourth section:
1410+1420+1430+1450=1400.

Section 5 Short-term liabilities

1510 “Borrowed Funds” is filled in as sum of accounts 66 “Payments on short-term
borrowings” and account 67 “Provisions for contingent liabilities” (in part of sum which is
no older than 12 months on the reporting date).

1520 “Accounts payable” which reflect the borrowings with the payback period
less than 12 months.

1530 “Deferred Revenues”

1550 “Other Duties” is a sum of the accounts 76 “Payments to various creditors and
debtors” (in part of other short-term duties) and 86 “Special-purpose Financing” (in part of
other short-term duties).

The last string of the fifth section 1500 is a balance of the section:
1510+1520+1530+1540+1550=1500

The balance of the Liability part is 1300+1400+1500=1700.

Thus, properly made balance sheet should show the equation on the line 1600 and
1700. [8]Any balance sheet represents the conditions of the estate as a heterogeneous
group of property and rights to these values and at the same time as the capital formed
within businesses, as well as third parties (creditors, investors, banks, etc.).

The profit and loss statement (income statement, form Ne 2)

According to Regulations on accounting GAAP PBU 4 / 99 "Financial statements"
the profit and loss account in the Russian Federation should characterize the organization's
financial results for the period. It includes indicators such as sales revenue, cost of
submitted products, goods (works, services), operating income and expenses, non-
operating income and expenses that together make up profit organizations, as well as the
basic directions of the profits [1].A standard format is prescribed: it is by function, notes to
the profit and loss account, however, are by nature.

Orders of the Ministry of Finance of Russia dated 18.09.2006 Ne 115n, 116n made

amendments to the existing standards on accounting. In addition, the introduced
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amendments to the Regulations on accounting and reporting in the Russian Federation and
in the Instructions on the chart of accounts of financial and economic activity of the
organizations.

Company recognizes revenue increase in economic benefits as a consequence of
assets and(or) the repayment, leading to an increase in capital of the company.

In the profit and loss account income the company should be divided into income
from core business - revenue (excluding VAT and similar taxes and charges) from sales of
goods, works, services rendered, other income and extraordinary income (revenue to
replenish losses due to natural disasters, fires, accidents, etc.).

Costs the company recognized a decrease in economic benefits as a result of
disposal of assets (cash, other property) and of the obligations, leading to a reduction of
capital.

Costs, depending on their nature and activities of the company is usually divided
into spending on ordinary activities (related to the manufacture and sale of products, the
acquisition and sale of goods, works and services), other expenses and extraordinary
expenses (arise from natural disasters, fire , accidents, etc.).

Form Ne 2 "Profit and Loss Statement" approved by Order Ne 67n of the Ministry of
Finance 7/22/03, "About the forms of accounting statements."

Information included in Profit and Loss account provides the background for the
users of the statement. It shows the amount of permanent tax liabilities (assets), the amount
of basic earnings, loss per share (for joint-stock companies) in the calculation of dividends
for the year, the amount of diluted earnings (loss) per share.

Profit and loss statement allegedly signed by the manager and chief accountant,
with their name and date of approval [18].

Organizations must take a profit and loss statement for 2011 not later than 31
March 2012. The main rules that should be applied are:

- Indicators of the Report should be reflected in the thousands (millions of rubles).
In this case the sum must be taken without decimal places

- All figures reflect the cumulative total from January 1 to December 31, 2010 (for
the year 2010), inclusive. In the column 3, there is the data for the reporting period and

column 4 - the same period of previous year
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- Every significant figure can be individually insignificant as the amount permitted
to unite

- Negative values are recorded in parentheses.

Consider the rules for the Profit and Loss Statement (Appendix) in the target
company:

The first string is 2110 “(Net) from the sale of goods, works and services
(excluding VAT, excises and similar compulsory payments)”This is the revenue from main
production of the entity.

First, organizations need to define what is considered as main income. Revenues
from sales are defined as the shipment of products, goods and billing the customer. The use
of the cash method is allowed, the transition of ownership to the buyer appears only after
payment. Revenue received for accounting in the amount calculated in money terms, equal
to the cash receipts and other property and the value of accounts receivable.

Second, it is revealed revenue from ordinary activities which is adjusted for
discounts provided to customers (margins), default interest or deferred payment, positive
and negative sum differences.

Third, we must deduct from the proceeds of VAT, export duties, excise duties,
because such incomes are not considered as income and are not tax-deductible.

Fourth, we must determine what income and from which activities are essential.

Other income and expenses differ from the income and expenses from main
activities. Their records are maintained on the account 91 “Other income and expenses”.

The line 2300 “Earnings (loss) before tax” shows the financial results of the
company. The final financial results of the organization are formed as the financial results
of conventional and other activities, deferred revenue and results of emergency situations
and are reflected on the account 99 “Gains and losses”. During the year, on this account
gains and losses from main activities in correspondence with the account 90 “Sales” are
reflected.

Line 2300 is formed by the following formula:

Income (loss) on sales (line 2200) + Interest income (line 2310) - Interest payable
(line 2330) + Other income (line 2340) - Other expenses (line 2350).

It is important to notice that the new format of the profit and loss statement

previous version one has an important change in order to harmonize the standards with
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IFRS. Now the deviation between the deferred tax liabilities in the beginning and in the
end of reporting period is recorded. Such a specification is connected with the fact that
previously this indicator was given as an absolute, thus its value has repeatedly participated
in the calculation of the current profit tax. Also in the report for the year 2011 is specified
and the name of the line “Deferred tax assets”, which is now called the “Change of
deferred tax assets”. The reason of such a specification is the order of the line filling in.

So, Current Income tax is calculated according to the following formula:

Conditional expenses (income) related to the income tax + Constant tax liabilities —
Deferred tax liabilities + Deferred tax assets = Current Income tax [16]

The string 2400 “Net income (loss) after tax” is formed on the basis of income
(loss) from main activities including the effect on the result of consequences of emergency
situations as they arise. This is the final financial result.

As a result, we can conclude that the profit and loss statement and the balance sheet
are the main sources of information for a comprehensive analysis of the profit (or loss) in
the enterprise. In the profit and loss account, all data is compared with the previous year,
which allows analyze the company’s dynamics.

Contents of the report on changes in equity (form Ne 3)

Business partnerships and joint stock companies must disclose in the accounting
information on the availability and changes in the authorized (share) capital, reserve capital
and other components of the capital of the organization.

The report on changes in equity (form Ne 3) providers the users of the financial
statements of the organization with additional information about changes in the capital
(share, reserve, added capitals, retained earnings (uncovered loss)) of the organization
(balances at the beginning of the year increase (decrease) during the reporting period,
outstanding balances at the end of the reporting year).

The report on changes in equity in its first part contains the data on the amount of
equity at the beginning of the reporting period, the capital increase with the allocation of
separately an increase because of additional issue of shares, due to the revaluation of the
property, increase in property because of the reorganization of a legal person (merger,
takeover), because of income which is according to the accounting regulations is reported
directly on the capital increase. It also provides information about the reduction of the

capital with the allocation separately by reducing the par value of shares, by reducing the
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number of shares due to the reorganization of the legal form of entity (division,
separation), because of the expenses which according to the rules of book keeping are
reported direct lays reduction of capital, about the amount of the equity by the end of the
reporting period.

The statement is built up on data on changes in equity which are account balances
80, 82, 83, 84 of the Ledger.

In the second part of the statement “The adjustments due to changes in accounting
policies and corrections of errors” there is information about the adjustment in equity
because of change in accounting policy of the organization, because of correction the
mistakes; about the adjustment of Retained earnings because of change in accounting
policy of the organization, because of correction the mistakes; and other capital which was
adjusted.

In the third part of statement on changes in the equity of organization there is data
on the net asset value which provides assessment of its liquidity, i.e. provides information
for the investors about entity’s ability to cover its liabilities.[9]

The cash flow statement (Form Ne 4)

The cash flow statement includes the sum of cash flows for the period considering
current, investment and financial activities. This report provides a clear distinction between
funds, emerging as a result of main production and business activities which are received
from the external sources.

According to new Regulations on accounting GAAP PBU 23/2011there is
information about cash as well as information about cash equivalents (financial
investments with high liquidity in the cash flow statement.

In forming the data of the statement of cash flows included the following features:

1) Current activity is considered to be the organization's activity in order to gain
profit as the main purpose or not to gain profit as a goal according to the object and
purpose of activity, i.e. production of industrial products, construction, agriculture, sale of
goods, provision of catering services, procurement of agrarian products, the lease of
property and others. Receipts and payments are recorded on the following debit and credit
accounts accordingly: 50 “Cash”, 51 “Settlement Funds”, 52 “Foreign currency”, 58

“Financial investments”, 76 “Payments to various creditors and debtors”. The balance of
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the current activity is counted as difference between receipts and payments (line 4100 =
line 4110 — line 4120).

2) Investment is the organization's activities related to capital investments in
connection with the acquisition of land, buildings and other real estate, equipment,
intangible assets and other non- current assets, as well as selling them, with the
implementation of long-term investments in other companies, issue bonds and other long-
term securities, etc.

The information which is provided about investment activity shows the level of
expenses implemented for the acquisition or creation of non-current assets, providing the
cash proceeds in the future.

Receipts from investment activity are:

- Sales of non-current assets

- Sales of share in other organizations

- Pay back of loans, sales of obligations

- Dividends, interest from debt investments

- Other receipts.

Investment operations payments are:

- Purchase, reconstruction, modernization, creation of non-current assets

- Purchase of shares in other organizations

- Purchase of obligations, providing loans

- Pay out interest on debt obligations

- Other payments.

Receipts and payments are recorded on the following debit and credit accounts
accordingly: 50 “Cash”, 51 “Settlement Funds”, 52 “Foreign currency”, 58 “Financial
investments”, 76 “Payments to various creditors and debtors”. The balance is counted as
difference between receipt and payments on investment activity (line 4200 = line 4210 —
line 4220).

3) Financial activities of the organization reflect amounts of the cash flows
associated with the attraction of financing in the debt or equity basis. This activity
influences capital of entity and its borrowings.

Receipts from financial activity are:

- Credits and loans

28



- Owners contribution

- Share emission, share increase

- Obligations emission

- Other receipts.

Payments are:

- Payments to owner connected to repurchase of shares

- Payment of dividends and other payments connected to income distribution

- Pay back of obligations, credits and loans

- Other payments.

The balance of financial activity is counted as the difference between receipts and
payments (line 4300 = line 4310 — line 4320).

The balance of the cash flows is counted as the sum of the balances of cash flows of
each type. The cash flow statement also provides information how the ruble currency
fluctuation influenced the cash flow of the organization.

As a result, in the statement of cash flow provides data raised directly from the
entire cash accounts. The report contains data on the flow of cash that allows you to
control the legality of cash payments by an economic entity. According to the report, users
can evaluate the possibility of organization to pay off liabilities and to invest.

The Notes to the balance sheet and the profit and loss statement (form Ne 5)

The Notes to the accounting balance sheet and profit and loss statement discloses
the information related to the accounting policy of the organization, and provides users
with additional data, which not included in the balance sheet and profit and loss statement,
but which is required by users of the financial statements for the real evaluation of the
financial situation of the organization and changes in its financial position.

The notes to the accounting balance sheet and profit and loss report provides the
following additional information:

- About certain types of intangible assets in the beginning and the end of the
reporting period and flows during the reporting period

- About certain types of fixed assets in the beginning and the end of the reporting
period and the cash flow during the reporting period

- About the leased asset in the beginning and the end of the reporting period and the

flows during of the reporting period
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- About certain types of financial investments in the beginning and the end of the
reporting period and the flows during the reporting period

- About the accounts receivable and accounts payable in the beginning and end of
the period

- About changes in equity of the organization

- About the number of shares issued by joint-stock company, fully paid; the number
of shares issued but not paid or partially paid; par value of the shares owned by the joint-
stock company, its subsidiaries and dependent companies

- About the composition of the reserves for future expenses and payments,
allowances, the presence of them at the beginning and the end of the reporting period, the
movement of funds of each of the allowance during the period

- About the volumes of sales of products, goods, works, services

- About the composition of the cost of production (costs of circulation)

- About the composition of other income and expenses

- About given and received security of liabilities and payments of the organization

- About the events after the balance sheet date and the conditional facts of
economic activities

- About discontinued operations

- About related parties

- About state aid

- About participation in joint activity

- About the profit attributable to one share, etc. [9]

Notes to accounting balance and the profit and loss statement provides additional

information in the form of an explanatory note.

3.3.2 Czech Republic

Accounting entities in the Czech Republic are to prepare financial statements
according to the Accounting Act N563/1991. Obligatory statements are the balance sheet,
Profit and loss account and notes to the balance and profit and loss account which extents
and supplement the information contained in those statements. The cash flow statement
and statement on changes in equity are obligatory for designated accounting entities: joint-

stock companies which in the end of the accounting period face the following criteria:
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- Total assets of CZK 40 million

- Net turnover of CZK 80 million per annum.

The annual financial and income tax return must be prepared and submitted within
3 month after finishing the accounting year. The deadline is postponed to 6 months for the
designated entities.

Financial statements contain the following attributes:

- The first name and surname, the commercial name, residential address or
place of business if it differs from the former

- The identification number of the entity (person)

- The legal form

- The of its business or other activity

- The date when financial statements have been drawn.

The information provided by financial statements must be reliable, comparable,
comprehensible, and must consider its materiality. Financial statements shall be drawn up
in units of the Czech currency and individual items should be shown in full
thousands/millions (CZK). [11]

The Balance sheet

The balance sheet of the accounting entity includes property and asset items, equity
and liabilities. The lay out, headings and titles are fixed by Decree N500/2002 Coll. The
Balance sheet for the current accounting period shall provide the asset amount of several
items gross (net asset amount decreased by adjustments and accumulated depreciation).
The standard format is prescribed, it has vertical format. Only a more detailed analysis or

aggregation in specified cases is permitted. The balance sheet consists of the following

items:
TOTAL ASSETS
A. Receivables for subscribed share capital
B. Fixed assets
C. Current assets
D. Accruals and deferrals
TOTAL LIABILITIES AND EQUITY
A. Equity
B. Borrowed capital
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C. Accruals and deferrals.

The first item is “Receivables for subscribed share capital” includes receivables
from subscribers, members, partners and cooperative members which appears from their
duty to pay up their investment contribution into the share capital or subscribed unpaid
shares.

The value of intangible fixed assets is measured by historical cost (acquisition
price) for assets purchased, by production costs for internally generated assets and by
replacement price for assets obtained gratuitously. Intangible fixed assets are subject to
amortization; the amortization period is stipulated by the Income Tax Act. The intangible
fixed assets must be accounted for in compliance with the prudence principle as of the
balance day, meaning that the accounting entity should disclose either the net book value
of the intangible fixed assets, or the lower present market price. “Intangible fixed assets”
include the following items: an aggregate sum of expenses incurred on the formation of
accounting entity until the time of its incorporation (particular legal fees, court fees,
expenses for business trips, remunerations for consulting services, and rent), the result and
software created either by own activity or trade of, intellectual industrial property rights,
goodwill which is a positive or negative difference between the valuations of certain
business (negative goodwill is deducted out of the revenues within 60 months, entity,
however, can decide upon depreciation of goodwill longer than 60 months; this should be
mentioned in accounting policy of the entity), amount of other intangible assets during
their acquisition before they are put into the use, short-term and long-term advances
provided for the acquisition.

Intangible assets should not include experts’ opinion or market research studies,
development or promotional plans. The entity on its own decides whether to include
technical audits, energy audits, commercial forestry plan or watershed plans.

The group of assets which was acquired and brought into the use is fit for operating
is tangible fixed asset. Tangible fixed assets include tangible assets, which the accounting
entity intends to keep for more than one accounting period (the Income Tax Act also
specifies that the input price of the tangible fixed assets must exceed CZK 40 000).

The value of the tangible fixed assets is measured by historical costs (acquisition
price) for assets purchased, by production costs for processed production and by

replacement price for assets obtained gratuitously. Tangible fixed assets are subject to

32



depreciation; the accounting books should show the so-called book depreciation. The
tangible fixed assets must be accounted for in compliance with the prudence principle as of
the balance day, meaning that the accounting entity should disclose either the net book
value or the lower present market price of the tangible fixed assets concerned. “The
tangible fixed assets” include following groups of property: land, buildings, mining
structures, underground structures, water- related and civil engineering structures, newly
opened quarries, technical re-cultivation, flats and non-residential spaces, articles made of
precious metals, separate movable items and its sets with distinguished technical and
economical use if their useful life is longer than 1 year, their value exceeds the sum which
was determined by the organization, orchards and vineyards (field bigger than 0,25 hectare
with a density of no less than 90 trees or 1,000 shrubs per hectare), perennial vegetation of
vineyards or hop fields (not including the value of load-bearing structures, animals and
their group if their useful life is longer than 1 year, deposits of unreserved minerals (its
part) purchased, all the tangible fixed assets that company owns being acquired for the
acquisition before fitting for use, all short-term and long-term advances on purchasing of
fixed assets, and positive (negative) goodwill as difference of purchase of the enterprise
(its branch) and investment contribution or of valuation of assets and liabilities. Positive
goodwill is charged against expenses; whereas negative is charged against revenues. The
difference should be written off within 180 month (15 years) since the acquisition of the
enterprise; because of this matter valuation difference does not cause any property with
useful period longer than 15 years.

The item is “Long term financial assets” consists of the following:

- “Holdings in subsidiaries under controlling influence”

- “Participating interest in accounting entities under significant influence”.

Significant influence appears where an entity holds 20% or more of the voting
power (directly or through subsidiaries) on an investee, it will be presumed the investor has
significant influence unless it can be clearly demonstrated that this is not the case. If the
holding is less than 20%, the entity will be presumed not to have significant influence
unless such influence can be clearly demonstrated. A substantial or majority ownership by
another investor does not necessarily preclude an entity from having significant influence.

- “Other long-term securities and ownership interests”

- “Inter-group loans and credits (controlling or significant influence)”
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- “Other long-term financial assets” comprise long-term loans and credits

- “Long term financial assets being acquired”

- “Advances granted for long-term financial assets

The following part “Current assets” is balance sheet account that represents the
value of all assets that are reasonably expected to be converted into cash within one year in
the normal course of business. The first section of the part is “Inventory (stocks)” is an
asset that is ready or will be ready for sale. Inventory represents one of the most important
assets that most businesses possess, because the turnover of inventory represents one of the
primary sources of revenue generation and subsequent earnings for the company's
shareholders/owners. Inventories are consumed by an entity during one year or within one
operating cycle for generating revenues. Usually, we distinguish between inventory
purchased and processed production.

At the time of acquisition, the value of inventories is measured by the historical
costs acquisition price for purchased inventories), replacement price and production costs.

The first item of inventory is “Materials” which includes raw materials, auxiliary
materials, operating materials, spare parts, packaging materials and packaging, movable
items with useful lifeless than 1 year, separate movable items and groups of movable items
with useful life longer than 1 year. The following item is “Work-in-progress or semi-
finished products” and includes partially made products and separately recorded semi-
finished products.“Finished products” include goods of own production determined for
sale or consumption within the entity.“Young and other animals and their groups”
comprise those animals including slaughter animals. The item “Merchandise” is movable
things for the purpose of sale (resale) and products of own production which were
capitalized and transferred to own shops and immovable (in case if the entity’s main
business activity is purchase and sale of immovable without using itself). “Advances
granted for inventory” are short-term and long-term advances for purchasing of inventory.

The following section is a group “Long-term receivables” and “Short-term
receivables (current receivables)”. This group contains information about the amounts of
trade receivables, inter-group receivables (controlling influence, significant influence
separately), receivables from partners/members, cooperative members, long-term advances

granted, estimated receivables, other receivables.
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Then “Short-term financial assets” follow. These are the assets that derive value
because of contractual claim. In the group cash, bank accounts, securities and investment
accounts that can be transformed into cash fast are included.

“Accruals (Temporary assets)” are revenues which appeared within the accounting
period but not received yet. Here the transactions where cash is received after related
revenue is recognized. Total assets are the sum of fixed assets, current assets and accruals.

The second section of the balance sheet is liability. Liability is called the obligation
of an entity to pay a definite amount at a definite time in return for a current or past benefit.

The first item included in liability is “Equity” which is the value of an ownership
interest in property, including shareholders’ equity in a business. Here share capital (basic
capital of an entity including changes in share capital), capital funds (share premium and
other capital funds as well as revaluation differences resulting from application of fair
value, and from company conversion and differences from company conversion), reserve
funds, profit or loss from the previous year as well as profit or loss from the current period
are included.

The following item of liabilities is “Provisions” which are created according to
statutory provisions, provisions for pensions and similar commitments, provision for
income tax. A provision for pension or other similar obligations should be shown if an
entity has an obligation to pay out pension or other benefits on the basis of either contract
or statutory provisions. Other provisions are for warranty repairs and reconstruction.

Payables are the liabilities which represent the amounts owed to a creditor, arising
from purchasing of merchandise of materials and supplies. Long-term payables comprise
financial commitments with maturity more than 1 year. In the group are also included trade
payables which arise from bills of exchange by means of payment. Inter-group payables
comprise a parent’s company payables to subsidiaries under its controlling (significant)
influence. In the group there are also long-term payables from loans granted by partners
(members, specific association which is not a legal entity). Short-term payables include
financial commitments with the maturity less than 1 year. In the group there are payables
from employment relationships to employees and payables to social security and health
insurance institutions both in prescribed and voluntary amounts.

“Accruals” include titles of accruals which have negative balance and are expenses

which appeared within the reporting period but have not been paid for yet. [1]
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Total liabilities and equity are the sum of equity, provisions, long-term payables,
short-term payables and accruals.

The total sum of assets equals the sum of equity and liabilities:

Assets = Equity + Liabilities.

Profit and loss account

A profit and loss account provides us with information about expenses and
revenues and about trading result. The data is shown for both preceding and current
financial period shall be shown. The standard formats are prescribed: the profit and loss
account can be fulfilled by nature as well as by function. However, in the Czech Republic
the usage of income statement by function is really rare: accountants prefer the one by
nature.

Profit and loss account also has an “equation”: Revenues — Expenses = Profit/Loss.

Revenues are brought into a company by its business activities. So, basically,
revenues are assets inflows from sales of goods and services and result as an increase in
retained earnings. Expenses are the economic costs that a business incurs through its
operations to earn revenue and are outflow of assets in order to sell goods or services.
Expenses result as a decrease of retained earnings. [6]

For the accounting purposes revenues and expenses are divided into operating,
financial and extraordinary. Operating revenues occur from the ordinary activity of the
entity (revenues from sales of goods, from sales of merchandise, from sales services, from
sales materials, from sales of fixed assets); operating expenses occur from the ordinary
activity of the entity (merchandise sold, material consumed, depreciation of fixed assets,
services, gross wages and salaries, advertising expenses, shortages and damages).

Financial revenues and expenses are connected to financial activity of the
enterprise. Financial revenues include revenues from sales of shares, interest revenue,
foreign exchange gains, revenues from long-term financial assets and dividends. Financial
expenses include sold shares, interest expenses, foreign exchange losses and insurance of
the financial assets.

Extraordinary revenues and expenses are gains and losses from the extraordinary
matters, for example, change of accounting methods. Extraordinary revenues are insurance

compensation and income from the accounting method change, whereas extraordinary
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expenses are damages of assets by natural powers and losses from the accounting method
change.

Notes on financial statements

The Notes on financial statements as well as balance sheet and profit and loss
statement are obligatory to commit. In the notes should be disclosed the information
according the Accounting Act, that is the date of accounting entity incorporation, the
information about the parties experiencing significant or controlling influence, disclosing
percentages of those holdings. The accounting entity should also include commercial
names and legal form of each entity where it keeps unlimited liability.

The number of employees during the accounting period should be specified,
providing information about management members and disclosing the sum of all personnel
expenses in total and management personnel expenses. Statutory remunerations and agreed
pension fringes should also be disclosed. In the notes the information about loans and
credits can be found, including the data on interest rates and terms, guarantees and other
fringe benefits.

The accounting entity shall disclose the following items:

- Application of general accounting principles and methods, valuation and
depreciation methods

- Methods and policies that have been employed, explaining how do they
influence assets and liabilities

- Methods that were used to calculate adjustments and depreciation
accumulation according with the principle of materiality, conditions which may have
impact on the amount, time-line of the future cash-flow.[1]

The information connected with the balance sheet and profit and loss account is
also disclosed. This data is supplementary, which explains items of the balance and income
statement when the information is not clear, for example, those figures which are not
shown separately (specification of deferred tax liability or asset, specification of
provisions, long-term credits, the amount of payable social security etc.). Important
information about assets and liabilities, receivables and payables after their maturity date
or whose maturity exceeds 5 years after the balance sheet date. The entity should also
provide data on revenues specified by the source: sale of merchandise, sale of products,

services, explanation of the amount of formation expenses.
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Notes on financial statements explain and supplement the information provided by
relevant balance sheet and profit and loss account.

Cash-flow statement

A cash-flow statement provides the details of selected property items, information
about revenues and expenses of monetary funds and monetary equivalents, divided into
operating, investment and financial activity during the accounting year, which means that
cash-flows from operating, investment and financial activities are shown separately.

Operating activity is entity’s ordinary profit-oriented activities, investment-
acquisition or sale of fixed assets or if the activity is connected to providing the credits,
loans and financial assistance, which cannot be included into the financial activity.
Financial activity results is a change in size and structure of own equity and long-term
(possibly short-term) liabilities.

In case when the cash-flow is connected to generation of extraordinary revenues or
expenses (getting or paying out interests, dividends, income tax payments) should be
shown separately. [1]

Statement of changes in equity

A statement of changes in equity provides detailed information about equity item
shown in the balance sheet and specifies decrease or reduction of individual sub items in
between two balance-sheet dates

An entity shall present a statement of changes in equity showing in the statement:

o Total comprehensive income for the period, showing separately the total
amounts attributable to owners of the parent and to non-controlling interests

o For each component of equity, the effects of retrospective application or
retrospective restatement recognized

o For each component of equity, a reconciliation between the carrying amount
at the beginning and the end of the period, separately disclosing changes resulting from:

- Profit or loss

- Each item of other comprehensive income

— The amounts of investments by, and dividends and other distributions to,
owners, showing separately issues of shares, treasury share transactions, dividends and
other distributions to owners, and changes in ownership interests in subsidiaries that do not

result in a loss of control.[1]
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4. PRACTICAL PART
4.1 Russia
4.1.1 Characteristics of LLC Frigoglass Eurasia

e

ice cold merchandisers

Group of companies Frigoglass is one of the leading manufacturers of commercial
refrigerators and packaging, existing at the moment. Its plants are located in Greece,
Norway, Ireland, Romania, Poland, India, Indonesia, Nigeria, South Africa and Russia and
SO on.

The history of Frigoglass has begun in year 1982, when the first factory Frigorex in
Kato as one of the divisions of Hellenic Bottling Company, now known as Coca-Cola
Hellenic Bottling Company appeared.

In 1996, Frigoglass started to operate as an independent company specializing in
industrial refrigerators, display cases and packaging materials. At that time, Frigoglass
consisted of five companies: two producing commercial refrigerators and freezers
(Frigorex Kato Achaia and Frigorex Romania), two producing plastics (3P Bulgaria, 3P
Romania), one producing metal frames (Crown International in Romania). The same year
Frigoglass acquired 25% stake of the largest Greek manufacture of glass.

In 1997 the group expanded with the acquisition of 6 companies in Nigeria,
producing glass, plastic, metal frames, fans, motors. Further, the company producing glass
and plastics in Bulgaria was acquired, the expansion continued with the Frigorex
Indonesia. At that time, Frigoglass purchased 51% of the production of plastic (PET) in
Volos, the only manufacturer in the Balkans.

In 1998 the Group acquired the largest Bulgarian glass factory. The same year in
Kenya, Frigorex East Africa was established.

In 1999 in Russia (Orel) was set up a new plant for the production of refrigerators.
The construction of the plant had begun with 1998 with investments in amountof U.S. $ 12
million. The first 1,500 units of product were produced in the year 2000. Today the
company has 9000 square meters of production area, four production lines, and the whole

area of the plant is 97000square meters.
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The production Frigoglass Eurasia is demanded by major companies such as Coca
Cola, Baltika, Pepsi Cola, Heineken, Bochkarev, Wimm Bill Dann,SUN InBev and this is
not the complete list. Frigoglass Eurasia has 60% of the market in Russia and CIS. The
customer base is constantly expanding. A wide range nomenclature of refrigerators makes
Frigoglass one of the leading companies in this market niche: Orel branch produces the
following models of refrigeration cabinets: FV650, FVS 1200, FVS1000, Easyreach 100,
Easyreach 130, S76, C450, S800, S88, S122, S5, FS600. In 2009 the plant was built a new
production line for a radical new series of refrigeration EC 8 - product line, which is
harmless to the environment and has a “reasonable” system of energy management. The
company's products assembled from parts of the best European manufacturers, suppliers of
compressors are Tukums Europe, France and Danfoss DBMH, Germany, and suppliers of
evaporators and condensers is a Carrier, Turkey, as it is important to note that the products
meet the requirements of Russian and European standards. In addition, the company
provides warranty support for its products, i.e. within 2 years (for most models), the
equipment is serviced, is repaired, newly arrived equipment is installed. The geography of
the location of refrigerators Frigoglass is wide: from Moscow to Magadan, the company
has contractors in each region, so for example, in Moscow, the two companies for
installing and repairing refrigeration work under the contract: M-Frost and Frigomir
Moscow.

The main competitors of the company are: Helkama: Russian Link International
Concern Helkama and UBC Group that have got 15% and 25% of Russian market

commercial refrigerators (Figure 2).

15% |

M Frigoglass Eurasia
m UBC Group

Helkama

Figure 2 - Shares of companies in the commercial refrigeration

Source: own input based on annual reports of Frigoglass Eurasia
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In 2004 the company experienced a significant expansion on many levels. From the

production point of view, the area has increased by 75%. In 2009 company has undergone

another reconstruction, in which about seven million Euros was invested.

4.1.2 Financial analysis of LLC Frigoglass Eurasia

The main objective of the enterprise is the maintenance of demand on high quality

products and related services. Consider the main figures of financial-economic activity of

the Frigoglass Eurasia for 2008-2010; the data is in the table 1. To calculate the indicators

the information sources were used: balance sheet, profit and loss statement and the notes to

the balance sheet.

Table 1 — The main figures of financial-economic activity of Frigoglass Eurasia,

2008-2010
Absolute Absolute G:;);/(\a/th Grr;);/;/th
Ratios 2008 2009 2010 change, change, X .
2009-2008 2010-2009 2009/2008, | 2010/2009,
% %

1. Revenues from
sold products (excl | 3581749 |2064541 |4248268 |-1517208 2183727 57.64 205.77
VAT), thousands
rubles
2.Costs of sold
goods, thousands | 2307049 | -1373274 |-2978775 | 933775 -1605501 59.53 216.91
rubles
3.Gross Profit, [ 1274700 [691267 [1269493 |-583433 578226 54.23 183.65
thousands rubles
4.Management
expenses, thousands -440603 -349819 -587442 90784 -237623 79.40 167.93
rubles
5.Profit(loss)  from
sales, thousands | 751433 251004 553659 -500429 302655 33.40 220.58
rubles
6.0ther revenues, ( 181922 221211 509606 39289 288395 121.60 230.37
thousands rubles
7.0ther EXPenses, | -391452 -321960 -487344 69492 -165384 82.25 151.37
thousands rubles
8.Profit before tax, (505009 [111053 [531126 |-394046 420073 21.99 478.26
thousands rubles
9.Net income, | 392290 86549 417991 -305741 331442 22.06 22.10
thousands rubles
10.The annual
payroll,  thousands 150702 108492 214914 -42210 106422 94.10 95.10
rubles
11.Average amount| 776 802 904 26 102 103.35 112.72

of employees, people

Source: own calculation based on annual reports of LLC Frigoglass Eurasia
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According to Table 1 indicators of financial-economic activity of Frigoglass

Eurasia for 2008— 2009 are declining. This is connected on the one hand with World

Financial crisis, on the other with the situation when the entity lost 2 main consumers of

the production, in the year 2010, however, Frigoglass managed to gain its losses and return

to pre-crisis level of income (picture 3), which is connected with recovery from the crisis

as well as production of new models of refrigerators, which is demanded.
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Figure 3 - Dynamics of the main figures of financial-economic activity of

enterprise, 2007-2010

Source: own input based on annual reports of Frigoglass Eurasia

To study the conditions of the material-technical base and the efficiency of fixed

assets of the LLC Frigoglass Eurasia is also important. The structure and dynamics of the

main assets of the enterprise can be studied on the basis of the notes to the balance sheet.

The results are shown in table 2.

Table 2 — The structure and dynamics of fixed assets, 2008-2010

2008 2009 2010 Change Change
thousands thousands thousands thousands thousands
Fixed Assets | rubles % rubles % rubles % rubles % rubles %
Buildings 392453 46.71 |393551 39.07 |393551 37.05 |1098 -7.64 |0 -2.02
Constructions | 13692 1.63 13692 1.36 23746 2.24 0 -0.27 | 10054 0.88
Machinery
and
equipment 401480 47.79 |566565 56.25 611382 57.55 165085 |[8.46 |44817 1.30
Vehicles 15597 1.86 15644 1.55 15563 1.47 47 -0.30 |-81 -0.09
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Other assets [175 0.02 15532 1.54 | 15777 1.49 15357 1.52 1245 -0.06
Land 0 0 2236 0.22 12236 0.21 2236 0.22 |0 -0.01
Total 840161 100 1007220 | 100 1062261 |[100 167059 |0 55041 0

Source: own calculation based on annual reports of Frigoglass Eurasia

Analysis of the data in Table 2 shows that:

- The largest share of the fixed assets belongs to machinery and equipment
(47.49%, 56.25% and 57.55% respectively in 2008, 2009 and 2010)

- In 2010 new warehouse was built, this explains growth of constructions
share

- As a whole, most of the components of fixed assets showed a tendency of
growth, due to the fact that the company has expanded production in 2008 and 2009
(installed new production lines), and increased manufacturing and office space.

The next important step is to study ratios of fixed assets efficiency. There are such
rates as return on assets ratio, capital intensity, capital-labor ratio, retirement rate of fixed

assets, and arrival rate of fixed assets in the group. The results are in table 3.

Table 3 — Ratios of fixed assets efficiency, 2008-2010

Ratios 2008 2009 2010 2009-2008 | 2010-2009
Return on assets ratio | 7.4993 3.1150 6.1895 -4.3843 3.0745
Capital intensity 0.1333 0.3210 0.1616 0.1877 -0.1595
Capital-labor ratio 798.7461 [879.9277 | 737.8673 | 81.1815 -142.0604
Rate of the input of

fixed assets 0.6776 0.1333 0.0818 -0.5443 -0.0515
Rate of fixed assets

disposals 0.0073 0.0068 0.0041 -0.0005 -0.0027

Source: own calculation based on annual reports of Frigoglass Eurasia

Analysis of the table 3 shows that the rate of return on assets is bigger than 1, i.e.,
machinery and equipment are used effectively, although this figure is reduced in the
period, indicating that the negative dynamics of the effectiveness of fixed assets during the
period of 2008-2009, and in 2010 it is getting better, capital intensity ratio also corresponds
to the normative value, i.e., exceeds unity, but increases in the period 2008-2009, shows

the cost of fixed assets per ruble of services produced, and consequently, this indicates a
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decrease in the efficiency of fixed assets of the LLC Frigoglass Eurasia, in 2010, however,
the efficiency increases up to pre-crisis level. Capital-labor ratios show that the value of
fixed assets per employee increases in the test period 2008-2009, so in 2008the figure
increased by 81,182 rubles per person, and in 2010decreasedby142,06 rubles per person.
The increase is connected to the growth of the average value of fixed assets and the
decrease is connected with the growth of the average number of employees, the rate of the
input of fixed assets exceeds the rate of fixed assets disposals. It certainly shows the
normal supply of enterprise with fixed assets; the funds are gradually being updated.

To study financial position of the entity, it is necessary to analyze its assets and
liabilities. The relative study of liabilities is presented on the figure 4; the study of assets is

presented on figure 5.

49.83%
50,00% -
43.84%
’ 41.01%
40% 20 1C
40,00% - B Own capital
30.089 31.44%
30,00% - 25.61% 0 el ® Long-term liabilities
4.399 85%
0,
B Short-terms credits and
0, -
20,00% borrowings
m Accounts payable
10,00% A
7 3 5 9
0,00% T T T T
2007 2008 2009 2010

Figure 4 — The structure of LLC Frigoglass Eurasia liabilities, 2007-2010

Source: own input based on annual reports of Frigoglass Eurasia

The analysis shows the tendency own the own capital to decrease. The amount of
borrowed capital exceeds the amount of own capital and this is a negative tendency for the

enterprise.
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Figure 5 — The structure of LLC Frigoglass Eurasia assets, 2007-2010

Source: own input based on annual reports of Frigoglass Eurasia

The figure shows that there are enough of non-current and current assets available
to the entity.

An important part of the analysis of financial activity is the diagnosis of the
condition of enterprise, which is defined as a set of principles and methods of detection of
violations of economic, financial and management mechanisms of the enterprise.

Financial analysis is conducted by four groups of indicators:

- Liquidity

- Indicators of financial stability
- Indicators of business activity
- Profitability.

To study the liquidity the following coefficients need to be calculated: absolute
liquidity ratio, current liquidity ratio, quick liquidity ratio.

The results of calculations are presented in table 4.

Table 4 — The liquidity analysis of LLC Frigoglass Eurasia, 2008-2010

Ratio rii;?]rpnrgendw 2008 12009 | 2010 2%88?29(?08 2%28?29509
gzsoo'”te 0.2-0.25 0051 |0006 |0019 [-0.045 |0.013
Quick ratio |0.8-1.0 032 |062 |0087 |03 -0.533
curent 11525 087 |09 |027 |009 0.69

Source: own calculation based on annual reports of Frigoglass Eurasia




Based on the table 4, it is possible to see that the liquidity ratios are below norms,
which means that the lack of the current liabilities can be paid by cash, the lack of current
liabilities may be also paid by money for the shipped products, current assets do not cover
current liabilities. Thus, the LLC Frigoglass Eurasia is characterized by low liquidity and
low ability to pay.

The table 5 informs about the indicators of financial stability of the enterprise in the
period 2008-2010.

Table 5 — The indicators of financial stability of LLC Frigoglass Eurasia, 2008-
2010

Ratio Recommended meaning 2008 2009 2010

1. Provision of own

. . K>0,1 -0.0967 -0.0356 -0.1349
capital ratio

2. The debt to

. . K<1 2.483 2.7496 2.01764
equity ratio

3. The financial

A ) K>0,6 0.2876 0.3015 0.1955
independence ratio

4.The
maneuverability of K >0,5 -0.3364 -0.118 -0.1517
own capital

5. The financial

- . 0,7<K<0,8 0.2893 0.3057 0.1984
stability ratio

6. The non-current
assets provision K<1 1.3364 1.118 1.1627
ratio

Source: own calculation based on annual reports of Frigoglass Eurasia

After assessment was held (tablel0), it is possible to note that the coefficients
characterizing the stability are not up to the recommended values; therefore, the company
is not financially stable. Provision of own capital ratio indicates that a large proportion of
working capital generated from borrowed sources. The ratio of debt and equity is
increasing in the period, which is associated with an increase in leverage. The financial
independence ratio is less than the recommended meaning; it indicates a low percentage of
property owned by the company in total assets, the values of this indicator show that the
company is dependent on third-party lenders. The values of maneuverability of own working
capital in the period 2008 to 2010 show that the lack of the equity to finance current
operations. The coefficient of financial stability indicates that the lack of the assets

financed by sustainable sources. The non-current assets provision ratio shows a lack of equity.
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Further the group of indicators of business activity for the period 2008-2010is

assessed. The results are in table 6.

Table 6 — The indicators of business of LLC Figoglass Eurasia, 2008-2010

Ratio 2008 2009 2010 Growth ratio | Growth ratio
2009/2008, |2010/2008,
% %

1. Revenues from sold [ 3581749 2064541 4248268 57.641 118.609

products

2. Net income 392290 86549 417991 2.416 11.670

3. Productivity 4615.656 |2574.241 |4699.412 |55.772 101.815

4. Total turnover ratio |1.877 0.980 1.448 0.021 0.031

5. Materials turnover | 64.087 100.179 28.566 156.317 44574

period

6. Finished products|29.192 21.252 16.669 72.798 57.099

turnover period

7. Accounts payable [36.736 157.012 14.024 427.407 38.174

turnover period

8. Current|136.341 255.116 97.361 187.116 71.410

liabilitiesturnover

period

9.Equity capital | 55.078 110.792 48.615 201.154 43.879

turnover period

Source: own calculation based on annual reports of Frigoglass Eurasia

After analyze held it is possible to conclude:

- Revenues and net income are decreasing in 2009, however, in 2010 company

managed to gain its pre-crisis level

- Labor productivity reduced in 2009, due to reduced production at the plant, but in

2010 it grew up twice due to launch of new production lines

- Total turnover ratio has a negative trend. An increase in the duration of the

turnover in 2009 determined by decline in production;

- Material turnover period increased by 36 days in 2009 which means an increase of

renewal term of reserves;

- The period of turnover of finished goods has declined, as the volume of the

finished product was reduced in 2009, however in 2010 the length of period decreased

despite the growth of production which is a positive trend for the entity

47




- The period of increased turnover of receivables, that is, the duration of
commercial loans grew by 427.407% in 2009, in 2010; however, the length of period
normalized and was counting 14days

- The period of turnover of current liabilities decreased by 3 times in 2010, the
average maturity of debt was 97 days

- The period of turnover of equity capital increases in 2010, which is a negative
trend, which indicates omissions of own funds, indicates the need for an equity investment
in these conditions more appropriate source of income, but in 2010 the company manages
to stabilize and the indicator decreases and counts 49 days.

Thus, it may be noted that during the period 2008 - 2010 observed dynamics of the
decline in business activity of LLC Frigoglass Eurasia, which is due mainly to a decrease
in sales revenue and stabilization which is mainly connected with new production and
stabilization of market performance after the World financial crisis.

Profitability is a relative measure and comprehensively reflects the degree of
efficiency of use of material, labor and financial resources. Here it is necessary to study the
following indicators:

- Return on assets

- Return on sales

- Return on production

- Return on equity capital

- Return on current assets.

Estimated the profitability of the enterprise for the period 2008-2010 is in the table

7.
Table 7 — The profitability indicators of LLC Frigoglass Eurasia, 2008-2010, %

Ratio 2008 2009 2010
1.Return on assets 19.73 1.33 16.58
2. Return on sales 20.98 12.16 13.03
3. Return on production 32.6 18.3 18.59
4. Return on equity capital |50.38 14.62 96.51
5. Return on current capital (29.84 6.73 85.82

Source: own calculation based on annual reports of Frigoglass Eurasia

48



The indicators provide us with the information that in period 2008-2009
profitability and effectiveness of LLC Figoglass Eurasia operating decreases which is
connected to the decrease of production and decrease of sales which resulted from the loss
of customers. In 2010, however, the enterprise managed to gain the losses as a result of
launching new line of product EC8, which environment friendly. Return of production
increase in 2010 which means an increase of profit per each ruble of expenses; return on
equity capital in 2010 increases, so do the profits per each ruble invested by owners of the
entity.

After analyze that of the liquidity, financial stability, business activity and
profitability it is possible to conclude that LLC Frigoglass Eurasia is characterized by low
liquidity and lack of ability to pay, the coefficients characterizing the stability are not up to
the recommended values, so the company is not financially sustainable. The decrease in
business activity of LLC Frigoglass Eurasia is associated mainly with a decrease in sales
revenue. Dynamics of profitability in the period 2008 — 2009 suggests reducing the
effectiveness of the company. This is partly connected with the global financial crisis, as
well as the fact that the company in 2008 failed to sign contracts with major clients such
as, for example, brewery Baltika, which meant a deterioration of performance. However, in
2010 due to extension of production LLC Frigoglass Eurasian managed gain the losses,

reestablish contracts with previously lost customers and managed to find new ones.

4.1.3 Applied Accounting Principles

The entity holds accounting according to the rule of double-entry and operating
according to the Federal Law “On Accounting”, “Regulation of accounting and financial
reporting in the Russian Federation”, approved by Order of the Ministry of Finance on
29.07.1998 Ne 34n, Regulations on accounting “Accounting policies of organizations”,
approved by Order of the Ministry of Finance of 09.12.1998 Ne 60n, “Chart of accounts for
financial and economic activities and instructions for its use”, ratified by Order of the
Ministry of Finance of 31.10.2000 Ne 94n, Order of the Ministry of Finance on July 2,
2010 Ne 66n “On the forms of accounting organizations”.

The methodology implemented in accounting process of LLC Frigoglass Eurasia is
the following:

o Computer process of the data
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o The primary accounting documentation is up to recording if it is made up
according to the formats set by Russian State Statistical Office
o For correct and timely creation and processing of the documents is

responsible the person who has created and signed the documentation

o The list of employees with the right to sign is made by the General Manager
o All the primary data must be stored
o For the data to be reliable the stocktaking is held.

According to the Accounting policy of the entity long-term tangible fixed asset is
property with the price more than RUR 40000, implemented as the production weapon and
useful life longer than 12 months. The useful life is settled according to the fixed assets
classification. Fixed assets with the price less than RUR 40000 are accounted as materials.
Straight line amortization is implemented. The valuation is based on the historical costs
principal.

Intangible assets are non-financial assets that are not material. Amortization is
charged according to the classification of assets by their useful lives. The valuation of
tangible and intangible assets is based on the historical costs principal.

Inventory is asset which used as a material for production process. The inventory is
charged according to method A, which means that accompanying expenses are recorded
separately. Usage of materials is recorded according to the FIFO method. However, in case
of goods for sale related expenses are included as sales expenses.

Uniform which is the Frigoglass property is recorded as current assets, account
“Materials”.

Adjustment is the amount of allowance for doubtful accounts, provision for
impairment of inventory and other valuation reserves, the useful lives of fixed assets and
other depreciable assets, the estimate of the expected proceeds of future economic benefits
of depreciable assets. Provisions for doubtful debts are created in case those debts are
adjudged as doubtful with recording sums of debts on the financial performance of the
organization. Doubtful receivables are receivables not paid out on time and with high
possibility will not be paid out; however, recording of the provision is not applied in case
there are no doubts that receivables are to be paid out. Such a provision is recorded once a
year and cannot exceed 10% of the sales revenue. The provision for the inventory

revaluation can be also created of the materials which were not used during the year.
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However, in case the price losses from the revaluation are less than 5%, the provision is
not created. None of those provisions is tax deductible.

Frigoglass Eurasia records exchanges differences between Russian ruble and other
currencies. Operations in foreign currencies are registered according to the exchange rate
of the Central Bank at the moment of accounting event is recorded.

Deferred tax is recorded as non-current assets. In case the company suffers the loss
which can be moved further to the next period according to the norms of the tax law entity
counts the tax from the lose gained and reflects it as deferred tax.

These are the main points accounting principles applied on Frigoglass Eurasia. All
the principles are registered in the company’s Accounting policy. It is important to note
that in 2011 LLC Frigoglass Eurasia has made up several changes to the applied principles,
for example, the methodology for adjustments’ provisions appeared due to the

harmonization attempt IFRS principal and RAS standards.

4.2 Czech Republic
4.2.1 Characteristics of SMP CZ

STT 1

SMP C

The history of company starts in year 1953, when it had name NC Construction of
roads and railways, Prague (n. p. Stavby silnic a Zeleznic Praha) which was involved in the
main constructions and development of communications.

In 1990 the company was privatized and got its new name Building Bridges, Prague
(Stavby mostt Praha). In 1992 the legal form of the entity was changed to public limited
company. In 2000 the name was changed to SMP CONSTRUCTIONS by the decision of
the board of directors. The change was not even, it was connected to the extending of the
range of construction activities, the company was realizing. In 2005 SMP
CONSTRUCTIONS due to squeeze-out by mother-company VINCI was abolished and
property of SMP CONSTRUCTIONS was taken by SMP CZ. The only shareholder of
SMP CZ is group VINCI Construction division.
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Today SMP CZ is one of fifteen leading Czech constructing enterprises. The main
aim of the company was diversifying of its activity portfolio: water management
constructing, underground constructing, and industrial constructing.

Since 2000 company has started its activity in underground construction. Several
station of C route of metro belongs to SMP CZ construction. The company participated in
the construction of tunnel Virgin, Jihlava and reconstruction of Underground station
Vltavska after floods in 2002.Currently SMP CZ is taking part in the construction of the
Blanka tunnel in Prague.

Another field where company diversified is the field of hydro engineering. SMP CZ
took part in reconstruction of retaining walls at the dam Orlik, reconstruction of the locks
Czech Frick, Piehrazka the ravine stream humming brook, flood protection measures in
Prague Karlin, repair locks and dams after the floods in Vltava and Elbe, reconstruction of
the flow channels (Rolava, Banska Bystrica) and more recently the construction of large
sanitary equipment, reconstruction of water treatment and water ballast Fort Bilina, and
industrial sewage water in the mine at Bfezno Chomutov.

The last field where SMP CZ began to operate is an area of industrial buildings.
Specifically, entity is reconstructing a significant part of the main energy buildings of the
plant in TuSimice.

In 2009 the company won the 46™ place among companies with the best annual
results, and also got estimated for the best bridge constructing.

At the moment SMP CZ is working on different projects:

- Transport constructions (ex., construction of the high way Tabor-Veselinad

Luznici)

- Underground constructions (ex., construction of tunnels Letna — Spejchar,
Prague)

- Water management constructions (ex., reconstruction of septic tanks Troja,
Prague)

- Industrial constructions (ex., revitalization of the former surface mines in
Sokolovsk and their conversion into a recreational zone)
- Environmental projects (ex., elimination of environmental burdens -

hazardous waste landfills in the Tiebi¢ Pozd’atky, which is co-financed by the EU).
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In 2010, SMP CZ was focused on construction activity under the R1 Nitra —
Tekovské Nemce and Banska Bystrica bypass PPP project. The project is interesting in
terms of the method of financing, as there is a private investor who comprehensively
funds public infrastructure and will also operate it for 30 years. There is stark contrast
between projects financed in the usual way (funds) and the PPP model. This project, which
involves Slovak companies from VINCI Group such as Eurovia, Granvia and Stavby
Mostov Slovakia, can boast of above-standard quality and a very short construction time.

The year 2010 also saw the preparation for co-operation with Freyssinet, a
French member of VINCI Group, which significantly influence the operation of SM 7
as a whole in the near future. This applies to co-operation in the field of pre-stressing
systems as well as other areas such as rehabilitation and refurbishment of concrete
structures and supply of bridge bearings, which will enable the company to develop

despite the expected impact of the global economic crisis.

4.2.2 Financial analysis of SMP CZ

The main figures of the SMP CZ performance in period 2008-2010 are presented
on table 8. According to the data it is easy to mention that in the studied period profits are
growing. The slight decline in 2009 is connected with the World financial crisis, however,
SMP CZ managed to come through successfully: the crisis did not leave the full mark on
constructing companies. Company also managed to win big contracts as, for example, the
R1 PPP high way in Slovakia. The business environment was far from ideal in2010. The
drop in both public and private contracts amounted to tens of percent. Many construction
companies began to lay off workers, many launched restructuring and reform
processes. SMP CZ did not escape these developments.

Table 8 - The main figures of financial-economic activity of SMP CZ, 2008-2010

Absolute | Absolute rgf[gowm rStreOWth
Ratios 2008 2009 2010 change, change, : ,
2009-2008 | 2010-2009 3/209/200& 3/210/2009,
L. _Income,  CZK 3097586 | 3073981 | 3485231 | -23605 411250 99.24 113.38
thousands
2. Income  COStS, | ;557049 | 1373074 | 2978775 | 933775 -1605501 | 59.53 216.91
CZK thousands
3.operating Profit 93444 193334 245539 99890 52205 206.90 127.00
CZK thousands
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4. Fiancial Profit,

CZK thousands

23215

-7780

-5865

-30995

1915 -33.51

75.39

from
CzZK

5.Profit(loss)
core business,
thousands

87015

145775

182520

58760

36745 167.53

125.21

6.Extraordinary
profit, CZK thousands

27089

1711

6014

-25378

4303 6.32

351.49

7. Profit (loss) for
accounting period,
CZK thousands

88 724

147 486

188 534

58762

41048 166.23

127.83

8.Profit before tax,
CZK thousands

119 368

187 265

245 695

67897

58430 156.88

131.20

9. Personnel
CZK thousands

costs,

464 316

495 550

492 577

31234

-2973 106.73

99.40

10.Average amount
of employees, people

753

747

802

-6

55 99.20

107.36

Source: own calculation based on annual reports of SMP CZ

The dynamics of the main indicators are presented on the figure 7.
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Figure 7 — The dynamics of the main indicators of SMP CZ, 2008-2010

Source: own input based on annual reports of SMP CZ

Figure 7 graphically shows that during the studied period is possible to observe

growth of income of SMP SZ. Costs are also growing, which is connected with the fact

that company is currently working on a number of different projects. Therefore, the

company is profitable; profit is growing within the period 2008-2010.

Assets increase the value of the firm that is why it is necessary to study dynamicsof

the company’s assets acquisition. Figure 8 illustrates the assets acquisition in 2008-2010.

54




70000 -

60000 -

50000 - u Tangible, CZK thousands

40000 - ® Intagible, CZK thousands
Leasing, CZK thousands

30000 1 u Total

20000 A

10000 -

0

2008 2009 2010

Figure 8 — The assets acquisition on SMP CZ, 2008-2010

Source: own input based on annual reports of SMP CZ

The figure shows that with the highest amount of assets bought the tear 2008 is
characterized; the total amount of acquired assets was 60238 CZK thousands. The amounts
of acquired assets decrease within the studied period; in 2010 SMP CZ has acquired 10822
CZK thousands only.
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Figure 8 — Dynamics of assets of SMP CZ, 2008-2010

Source: own input based on annual reports of SMP CZ

The amount of assets is growing in the period 2008-2010 (figure 8). It is easy to see
that the biggest share in total assets have current assets, what is more the share increases
within the studied period ( 2008- 84%, 2009- 86%, 2010- 89%). Fixed assets account about
15% of the total assets within the period. Such a proportion is straightly connected to the

company’s core business.
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Table 9 — The indicators of liquidity of SMP CZ, 2008-2010

Change
Ratio Recommended |,405 9009 [2010 |ChaNgE 151y
meaning 2009-2008
2009
Quick ratio |0.8-1.0 1.4 1.37 1.94 -0.03 0.57
Current ratio |[1.5-2.5 1.49 1.45 1.99 -0.04 0.54

Source: own calculations based on annual reports of SMP CZ

According to the data provided in table 9, it is possible to conclude that entity is
able to cover its short-time liabilities out of current assets. The liquidity ratios have a
tendency to increase within studied period which is a positive tendency for the entity. It is
possible to conclude about proper liquidity management, allocation of funds, which allows
for a short period of time to convert assets into cash in order to cover the liabilities, applied
by SMP CZ.

Table 10 — The indicators of financial stability of SMP CZ, 2008-2010

Ratio Recommended 2008 2009 2010
meaning

1. P_rOV|S|on ratio of own K> 0.1
capital 0.20 0.21 0.26
2. _The debt to equity K<l
ratio 2.11 2.20 1.59
3. The financial
independence ratio K206 0.31 0.36 0.33
4. The maneuverability
of own capital K>05 0.54 0.58 0.69
5. The financial stability

. <K<
ratio 0.7=K<08 0.40 0.10 0.41
6. The non-current assets K<l
provision ratio 0.46 0.42 0.31

Source: own calculation based on annual reports of SMP CZ

Provision ratio of own capital increases within the period, which is a positive
tendency, it shows that 0.2, 0.21, 0.26 of current assets in 2008, 2009, 2010 accordingly is
formed by own capital, the ratio is up to the recommended meaning. The debt to equity
ratio shows that the activities of the entity are mostly financed by borrowed capital. So, the
financial independence ratio shows that SMP CZ is lack of own capital and only 0.3 of the

obligations can be covered by own capital. The maneuverability ratio is up to the
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recommended meaning and explains what part of own capital is into the current capital.

The situation of the company is characterized with lack of own capital.

Table 11 — The indicators of business activity of SMP CZ, 2008-2010

) Growth ratio|Growth ratio
Ratio 2008 2009 2010 2009/2008, % | 2010/2009, %
1. Income 3097586 |3073981 |3 485231 99.24 113.38
2. Net income 89724 147 486 188 534 164.38 127.83
3. Productivity |4113.66 4115.10 4345.67 100.04 105.60
4.Total turnover |, 1.86 1.89 86.71 101.86
ratio
5.Equity capital| o, o 59.12 62.97 112.35 106.52
turnover period

Source: own calculations based on annual reports of SMP CZ

The indicators of business activity are growing within the studied period. Basically,
this means the increasing tendency of business activity of SMP CZ. Total turnover ratio
explains that within the production period the transformation of capital into a product and
back onto the capital is committed twice. Equity capital turnover shows that the equity

circulates in 60 days.

Table 12 — The indicators of efficiency of SMP CZ, 2008-2010

Ratio 2008 2009 2010
1. Return on 0.061 0.095 0.108
assets
2. Return on 1.298 1.340 1.330
main activity
3. R_eturn on 0.198 0.292 0.309
equity capital
4. Return on 0.073 0.103 0.116
current capital

Source: own calculations based on annual reports of SMP CZ
The efficiency indicators of SMP CZ are growing as well. Return on asset ratio is

increasing it means that the income per every crown invested is growing and in 2010 this
income is counting 0,108 CZK. The return on main activity explains what income gets the
SMP CZ from each crown committed to main activity; in 2010 1.33 CZK the company
gets for each crown of expenses. Per each crown the owners invested in 2010 they got
0.309 CZK. And per each crown invested into current assets SMP CZ gets 0.116 CZK.
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After studying the annual reports of SMP CZ it is possible to conduct that company
is doing well. In the study period we can observe the improvement of the main indicators.
Funds are allocated properly, so assets can be converted into cash within a short time
period. The financial stability of the entity is characterized with the lack of own capital.
The business activity was growing, which is connected with ability of SMP CZ to get
contracts for big projects. The efficiency of SMP CZ operating is also increasing. Within
the studied period 2008-2010 SMP CZ was performing well.

4.2.3 Applied Accounting Principals

The accounting process within SMP CZ is going under double entry rule, according
to the regulations of the law “On Accounting” Ne563/1991Coll. (with amendments
according to Law Ne500/2002Coll.) and Czech Accounting Regulations for the
entrepreneurs, and Chart of Accounts.

Accounting period on the entity is set as a calendar year.

Long-term tangible and intangible assets are recorded according to the acquisition
price. Bought long-term assets both: tangible and intangible are valued according to the
acquisition price, long-term assets produced by the entity on its own are valued by own
expenses which are direct costs and manufacturing and administrative expenses.

Low value intangible assets are those assets with the price less than CZK 60000 and
useful life is shorter than 1 year is recorded once to expenses and maintained in operational
records as minor assets. In case if the price of low value tangible assets is less than CZK
40000 and useful life is longer than 1 year, such assets are recorded as materials. The
inventory that can be used more than once in the production cycle is accounted as law
value tangible assets. The following equipment is not recorded as law value tangible assets:
cutting and grinding wheels, drills, bits and diamond tools with the price from CZK 0.01 to
40000. This fact is connected with useful life period which is shorter than 1 year.

Depreciation of long-term assets is recorded monthly. Depreciation starts from the
month the assets were installed to use.

To record the depreciation of long-term intangible assets the straight-line method is
used. Software, royalties and licenses are depreciated 2-5 years. The depreciation starts
from the moment of getting rights according to the contract. Photo documentation and

video documentation are depreciable for 2 years.
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Depreciation of long-term tangible assets, both: for accounting as well as tax
deductible purposes, is linear. Tax depreciation is set by the law Ne586/1992Coll.in its
valid form.

Inventory as a rule is recorded by A method, however, unfinished products, semi-
finished products of still constructions are accounted by B method.

Stationary and direct consumption of material, if its price does not exceed CZK
1000 (excl. VAT) are recorded right to expenses.

Acquisition of uniform, working boots and tools are always accounted in the
warehouse. Low value tangible assets with the price less than CZK 40000 are recorded as
inventory. Acquired inventory is by as an acquisition price and related expenses.
Inventory, created by SMP CZ is recorded as the sum of own production expenses.
Decrease of materials is accounted by FIFO method.

If the claim is expired: 180-365 days passed after the pay period has finished entity
creates bad debt allowance as 50% of the claim, provision. 100% of the claim is recorded
in case more than 365 days has passed. These are the only tax deductible allowance.

During the accounting year there are cases when payments are in the other
currency, than Czech crown. Conversion of the currencies to the Czech crown is made
according to the exchange currency on the day of starting the accounting case.

Financial leasing is paid out in the end of the rental period. It is evenly recorded as
expenses. Leasing contract can have as a requirement to pay some prepayment in the
beginning of the rental period. In December, 2010 SMP CZ did not have neither leasing
payments, nor prepayments.

Deferred taxes appear because of the previous differences between accounting and
tax deduction processes. Trying to be careful entity has decided not to record deferred tax
receivables; it is connected with differences with Slovak accounting principles, however,
there is a record on deferred tax in documentation compiled according to IFRS.

These are the main issues of the entities CAS standards implementation. The entity
is obliged to create accounting financial statements according to IFRS.

The comparison together with the financial analysis shows that there is number of

comparable issues. Accounting period for the both of the entities is a calendar year. The

valuation of long term assets in the Russian practice alike the Czech one is held according
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to the historical price. Low value tangible assets are recognized if the price is less than
RUR 40000 and CZK 40000 in Russia and in the Czech Republic accordingly. The straight
line depreciation is used in both of the cases. The decrease in inventory is recorded
according to the FIFO method.

On the other hand, there are differences as well. Inventory valuation in the Czech
Republic is counted as acquisition price plus related expenses, whereas, in the Russian
Federation expenses are not included. The amount of the bad debt allowance in Czech is
recorded as 50% of the claim, and according to Russian practice the bad debt allowance
cannot exceed 10% of the annual sales. When calculating the deferred tax in the Czech
Republic the balance sheet method is used, whereas, in Russia the income method is used.
The securities are valued by fair value method in Czech case and by historical value in
Russian. The income statement in the Czech Republic is by nature, and in the Russian
federation it is by function.

This chapter provides the analysis of two entities LLC Frigoglas Eurasia and SMP
CZ. The precise look at their documentation points at the systems similarities and allows
us to conclude that systems are comparable.
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5. RESULTS AND DISCUSSIONS

5.1 The comparison of Czech and Russian accounting principles by topics

To understand better how the systems differ, the comparison of the systems by
topics was held. The most common issues were compared.

Financial statements. The set of financial statements is comparable: the entities
need to prepare the balance sheet, the income statement, the cash-flow statement, the
statement of changes in own equity, and the notes. The forms of the balance sheets are
prescribed; the income statement in the Czech Republic can have both of forms: by nature
and by function, however, by function is used rarely, in Russian the prescribed form is by
function, the nature should be the notes to the income statement. The statement on changes
in own equity is not obligatory in Czech and the equity changes can be disclosed in notes
instead of creating the statement. In Russia the statement on changes in equity discloses
data about all changes in each part of shareholders equity, this information is also
presented in the notes. The Czech cash flow statement is created using indirect method,
when the Russian one uses the direct method only. In Czech the notes provide not only the
information that misses in the balance sheet and income statements but also the
information about prescribed general accounting principles and accounting policy
implemented by the entity, when in Russian statements the notes provide only the data that
is not disclosed in the balance and the income statement, the prescribed accounting
principles are registered in the separate document called Accounting policy.

Extraordinary items. The Czech accounting principles allow extraordinary items,
which can be presented as part of other income or other expenses in the income statement
and may be disclosed in the explanatory notes to the financial statements. In Russian
practice unusual operations with regard to the normal activities of an entity and cases of
random events, changes in accounting methodology and corrections of material prior-
period errors are included as extraordinary activities. Only entrepreneurs are required to
correct prior-period errors through extraordinary items in the current period. Financial
institutions correct prior-period errors via restatement of the opening balance of retained
earnings of the current period.

Fair value measurement. In the Czech Republic fair value is a measurement basis

for receivables held for trading and all trading liabilities. Fair value is neither an exit nor an
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entry price, but represents the amount for which an asset could be exchanged, or a liability
settled between knowledgeable, willing parties in an arm’s length transaction. Whereas, in
the Russian Federation no definition of fair value. “Current market value” is used instead.
However, there is no formal guidance for determining the market price. In Russia it is
possible to implement the fair value concept for the credit organizations; in that case the
fair value definition is similar to IFRS (to Czech as well).

Financial leasing. Czech accounting standards do not recognize the difference
between financial and operating leases. The leased assets are capitalized and depreciated
by the lessor. Revenue is accrued over the lease term on a straight line basis. Russian case
does not follow the concept of risks and benefits of ownership and the economic useful life
of the asset; the treatment of land and a building does not differ from the treatment of other
property, plant and equipment and is determined with regard to the contractual
arrangement of the parties. There is no special guideline of revenues recognition, however,
in practice the revenues are recognized immediately. Alike Czech standards, Russian ones
do not recognize difference between financial and operating leases.

Deferred tax. In Czech practice in order to determine deferred income tax full
provision method driven by balance sheet temporary differences is used. Deferred tax
assets are recognized if recovery is probable (more likely than not). Non-deductible goodwill
and temporary differences on initial recognition of assets and liabilities that do not impact on
accounting or taxable profit are recognized as exceptions. In Russia amounts should be recognized
if there is a possibility (with no indication of degree of probability) that they will be realized; no
exception is recognized by Russian standard. In Russian practice is common implementation of
income statement method of deferred tax assessment, which forbidden in the Czech Republic.

From what we have studied in here, we can conduct, that, however the systems are
floating to further convergence, there are still pretty much differences, which can lead to
the difficulties in understanding between the parties from both of the sides. The most
important differences are defined by taxation systems differentiation and implemented

valuation principals (fair value vs. market value).
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5.2 Czech, Russian and IFRS standards: similarities and differences

Due to globalization processes and growth of the partnership it is important such an
important documentation as financial statements to be understandable. The attempt to
study and analyze financial documentation of different standards increases costs, as well as
for the entrepreneurs it is costly to provide documentation up to several standards. So,
harmonization to IFRS is an attempt to unify accounting processes and annual reports in
the Czech Republic and the Russian Federation.

In 2004, the Ministry of Finance of the Russian Federation issued its "Medium-term
concept for the development of accounting and financial statements™, which set a target for
the convergence of RAS with IFRS. Over the last two years, significant progress towards
IFRS has been made, e.g. new standards on accounting for construction contracts and the
correction of fundamental errors, and the new consolidation law. The formal adoption of
IFRSs in Russia during 2011, public interest entities (PIES) are now required to prepare
consolidated financial statements under IFRS (previously, only Russian banks were
required to prepare IFRS statements). This requirement is in addition to standalone
statements prepared under RAS. [12]

There are nevertheless main significant differences between RAS and IFRS,

including:
. The fair value concept is not applied
. Most financial instruments are accounted for at cost or amortized cost (less

impairment provision)

. Finance leases may be capitalized or expensed by agreement of the parties
to the lease contract

. Property, plant and equipment are not impaired, but revaluation to current
replacement cost is allowed

. The useful lives of fixed assets tend to be in line with the useful lives

specified for tax purposes

. Deferred tax is calculated using the income statement method, although the
methodology differs
. Revenue or expenditure is generally recognized after primary

documentation supporting the transaction has been received in accordance with the tax

rules.
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The Czech Republic became the EU member on May 1%, 2004, which means
legislation of the country was harmonized with the EU law; accounting and audit were
included into process of harmonization too. Implementation of Accounting and Audit EC
Regulations were the subject of revision from the EU supervisors, not the
harmonization of all legal levels of accounting regulations within countries. This factor
constitutes a considerable obstacle to any attempts at significant and deep harmonization of
accounting. [25]

Despite the efforts to harmonize accounting regulations with IFRS in the past
couple of years, there exist areas of significant difference between IFRS and Czech
financial reporting. Such areas include, for example, financial leasing. Other areas where
Czech regulations differ from IFRS are, for example, provisions, reporting of extraordinary
items, accounting for revenues including long-term contracts (it is prohibited to use the
percentage of completion method to account for revenues) and accounting for business
combinations. Czech regulations also require that information in the financial statements
be significantly more succinct than required by IFRS. [7]

The more precise look on the Czech, Russian and IFRS standards is presented in
table 12 (Appendices). The study explains that though national standards are affording
harmonization, the level of tax systems influence is too high to implement fully the IFRS
standards. However, obviously, accounting harmonization would bring major benefits to

international business within the Czech Republic and the Russian Federation.
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6. CONCLUSION

Two accounting systems: the Czech one and the Russian one were studied during
the research. Both of the systems were developing through the Soviet main objective of the
rapid industrialization in order to reach and overtake the Western block. To reach set goals
the Soviet government adopted the strategy of central planning and control. Soviet
planning is basically the same as the process of planning of any large capitalist
corporation. Monopoly of state property and administrative governance of economy made
accounting techniques much easier, excluded number of operations and broke the
development of economic institutes and tools that lead to reduction of the accounting
matter. However, after the Soviet bloc fell apart, the accounting systems were developing
differently. At the moment both of the systems are into the process of harmonization with
the International Accounting Reporting Standards (IFRS).

Russian accounting is regulated by a system of legal acts which consists of four
different levels of documents. The first level of documents compiles the laws and other
legislative acts (Presidential Decrees, Government Regulations) regulating the way
accounting is set up and maintained in enterprises. The second level is the system of
national accounting standards which are accounting provisions that establish the principles,
basic accounting rules for individual objects and of its individual parts. At this level, the
regulatory authority is the Ministry of Finance. The third level of documents include
methodical instructions on accounting, including recommendations in which specific
procedures for applying principles and regulations of accounting are set forth for particular
types of activities. The fourth level of documents in terms of the accounting regulation
system includes documents belonging to the company itself, which determine its
accounting policy in all systematic, technical and organizational aspects.

The Czech Republic became an EU member on May 1, 2004. Legislation of the
country was harmonized with EU law accounting and audit was included in to process of
harmonization too. Implementation of Accounting and Audit EC Regulations were the
subject of revision from the EU supervisors, not the harmonization of all legal levels of
accounting regulations within countries. This factor constitutes a considerable obstacle to

any attempts at significant and deep harmonization of accounting. Introducing IFRS into
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the Czech accounting regulatory system has fundamental impact on regulatory accounting
system.

In order to study the practice example were used annual reports of two different
entities: Frigoglass Eurasia (Russia) and SMP CZ (Czech). The held financial analysis
explains that that LLC Frigoglass Eurasia is characterized by low liquidity and lack of
ability to pay, the coefficients characterizing the stability are not up to the recommended
values, so the company is not financially sustainable. The decrease in business activity of
LLC Frigoglass Eurasia is associated mainly with a decrease in sales revenue. Dynamics of
profitability in the period 2008 — 2009 suggests reducing the effectiveness of the company.
This is partly connected with the global financial crisis, as well as the fact that the
company in 2008 failed to sign contracts with major clients such as, for example, brewery
Baltika, which meant a deterioration of performance. However, in 2010 due to extension of
production LLC Frigoglass Eurasian managed gain the losses, reestablish contracts with
previously lost customers and managed to find new ones, when talking about SMP CZ it is
possible to conduct that company is doing well. In the study period we can observe the
improvement of the main indicators. Funds are allocated properly, so assets can be
converted into cash within a short time period. The financial stability of the entity is
characterized with the lack of own capital. The business activity was growing, which is
connected with ability of SMP CZ to get contracts for big projects. The efficiency of SMP
CZ operating is also increasing. Within the studied period 2008-2010 SMP CZ was
performing well.

The analysis of two entities LLC Frigoglas Eurasia and SMP CZ and accounting
policies points at the systems similarities and allows us to conclude that applied principles
are comparable. When comparing Russian and Czech accounting systems, it is possible to
mention, however, the systems are floating to further convergence, there are still pretty
much differences, which can lead to the difficulties in understanding between the parties
from both of the sides. The study explains that though national standards are affording
harmonization, the level of tax systems influence is too high to implement fully the IFRS
standards. However, obviously, accounting harmonization would bring major benefits to

international business within the Czech Republic and the Russian Federation.
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8. APPENDICIES

Table 13 — The comparison of Czech, Russian and IFRS standards

Criteria Czech Republic Russian Federation IFRS

Components of - The balance sheet - The balance sheet - The statement of

financial - The income statement | - The income statement | financial position

statements - The statement of - The statement of - The income
changes in shareholders® | changes in equity statement

equity

- The cash flow
statement

- Notes

- The cash flow
statement
- Notes

- The statement of
changes in equity

- The statement of
cash flows

- Accounting policies
and notes

Balance sheet
format

A standard format is
prescribed. Only a more
detailed analysis or
aggregation in specified
cases is permitted

A standard format is
prescribed. Organizations
recommend a specific
layout for the balance sheet
and includes a list of
minimum items

Does not prescribe a
particular format; an
entity uses a liquidity
presentation of assets and
liabilities, instead of a
current/non-current
presentation, only when
the liquidity presentation
provides more relevant
and reliable information.

Income
statement format

A standard format is
prescribed; 2 formats: by
nature and by function

A standard format is
prescribed: by function.
By nature are notes to
income statement

Does not prescribe the
standard form; either
function or nature (for
example, salaries,
depreciation). However,
if function is selected,
certain disclosures about
the nature of expenses
must be included in the
notes.

Statement of
changes in
shareholders’

equity

Components of
comprehensive income
are presented in this
statement. Entities other
than financial institutions
may disclose the
movements in equity in
the notes instead of a
primary financial
statement, compared to
IFRS

Present all changes in each
caption of stockholders’
equity in the statement of
changes in equity.

Presents components
related to “recognized
income and expense” as
part of a separate
statement. Other changes
in equity either disclosed
in the notes or

Presented as part of a
single, combined
statement of all changes
in equity. Components of
comprehensive income
are not permitted to be
presented.
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Statement of

Only basic categories of

Report on cash flow

Standard headings, but

cash flows cash flows and format are | includes the sum of cash limited flow flexibility of
determined, using the flows for the period. This contents. Use direct or
indirect method (from report provides a clear indirect method.
operating, investing and distinction between funds, | Cash includes overdrafts
financial activities), emerging as a result of and cash equivalents with
compared to IFRS normal production and short-term maturities
business activities and (less than 3 months).
received from external
sources. Only direct
method is used.
Notes Shall be implemented by | Is used to clarify the Is used to clarify

entities as a statement
showing consolidation
procedure.

Example, Sum of
remuneration paid out in
cash, the sum of
advances, loans granted
to persons who are
management members,
the sum of liabilities
having maturity period.

information of the Balance
sheet and Income
statement, introduces the
information that misses in
there.

information of the
balance sheet and income
statement.

Extraordinary
items

Prohibited.

Extraordinary items can be
presented as part of other
income or other expenses
in the income statement
and may be disclosed in the
explanatory notes to the
financial statements.

Include unusual
operations with regard to
the normal activities of an
entity and cases of
random events, changes
in accounting
methodology and
corrections of material
prior-period errors. Only
entrepreneurs are
required to correct prior-
period errors through
extraordinary items in the
current period.

Financial institutions
correct prior-period errors
via restatement of the
opening balance of
retained earnings of the
current period.

Reporting
currency

Czech currency only.

Russian currency only.

Requires the
measurement of profit
using the functional
currency; however,
entities may present
financial statements in a
different currency.

Consolidation
model

Decisive influence on
governance and control
of activities through more
than a 50% of voting

Required to prepare
aggregated financial
statements if: it holds over
half of the voting power in

Focus is on the concept
of the power to control,
with control being the
parent’s ability to govern
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rights or arising from the
contract or articles of
association of the entity
(“governed” or
“controlled” company).
Currently exercisable
voting rights are
generally ignored.

a subsidiary or over 50% of
the share capital of a
limited liability partnership
entity; a parent company
has the legal contractual
power to control an entity,
or there are other
possibilities to make
decisions in a subsidiary.
There are exceptions for
excluding subsidiaries:
investments in subsidiaries
with over 50% of voting
power or over 50% of the
share capital of a limited
liability partnership entity
which are held for sale on a
short-term basis, the parent
company does not have
control (ability to make
decisions).

the financial and
operating policies of an
entity to obtain benefits.
Control is presumed to
exist if the parent owns
more than 50% of the
votes, and the potential
voting rights must be
considered. The notion of
“de facto control” must
also be considered.

SPE: special
purposes entities

Consolidate where the
substance of the
relationship indicates
control.

Legal status is decisive;
subject to consolidation are
governed and controlled
entities as defined in the
Commercial Code.

SPEs which are not
controlled from the legal
point of view, but from
which risks and rewards
relate mainly to the
reporting entity should be
disclosed in the notes.

There is no
corresponding accounting
guidance; as a result,
special purpose entities
are excluded from
aggregation, unless they
meet the criteria listed
above.

Joint ventures

Use of proportional
consolidation is
mandatorily.
Unincorporated joint
ventures not addressed in
the Czech GAAP — legal
status is decisive for

Jointly controlled entities
are accounted for at cost as
investments to which the
equity method applies.

Permits the use of either
the proportionate
consolidation method or
the equity method of
accounting.

accounting.
Fair value Fair value is a No definition of fair value. | Fair value is neither an
measurement measurement basis for “Current market value” is exit nor an entry price,

receivables held for
trading and all trading
liabilities similarly to
IFRS.

used instead. However,
there is no formal guidance
for determining the market
price.

For credit institutions the
definition of fail value is
comparable to IFRS.

but represents the amount
for which an asset could
be exchanged, or a
liability settled between
knowledgeable, willing
parties in an arm’s length
transaction.
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Intangible assets

Revaluation is prohibited.

Revaluation to fair value of

Revaluation to fair value

revaluation intangible assets other than | of intangible assets other
goodwill is allowable than goodwill is a
treatment. However, permitted. However, that
revaluation needs to be is relatively uncommon
conducted on a regular in practice.
basis, but no more than
once a year.

Inventory Comparable to IFRS, LIFO is prohibited. The LIFO is prohibited. FIFO

costing method

however borrowing costs
related to purchased
inventories are never
capitalized.

same cost formula must be
applied to all inventories
similar in nature or use to
the entity. FIFO and the
weighted average methods
are permitted.

and the weighted average
methods are permitted.

Derecognition of
financial
assets

Accounting treatment
follows legal form.
Financial institutions
derecognized financial
assets based on control
test.

Derecognition of financial
assets occurs at the
moment of transfer of the
right of ownership.

Derecognized financial
assets based on risks and
rewards first; control is
secondary test.

Capitalization of
borrowing costs

Capitalized contractual
interest, not full
borrowing costs.
Capitalization limited to
borrowings specifically
received to obtain an item
of fixed asset. Interest on
loans for the acquisition
of purchased inventory is
not capitalized.

Borrowing costs are
recognized within other
expenses, with the
exception for the part
thereof which is subject to
inclusion in the cost of the
investment asset. The cost
of the investment asset
includes interest payable to
the lender (creditor)
directly attributable to
acquisition, construction
and (or) production of the
investment asset.

Permitted, but not
required, for qualifying
assets (inventory may be
a qualifying asset).

Investment No specific guidance; No guidelines; is measured | An asset held to earn rent
property investment property as equipment, property, or for capital appreciation
treated as property, plant | and plant. (or both) and may include
and equipment. property held by lessees
under a finance or
operating lease. May be
accounted for on a
historical cost basis or on
a fair value basis.
Provisions Provisions created for Provisions related to Provisions related to

possible risks and
expected losses.
Furthermore, provisions
for future repairs of
property, plant and
equipment are created
(not permitted under
IFRS). Financial
institutions comparable to

present obligations from
past events if outflow of
resources is probable and
can be reliably estimated.
Provisions should be
recorded at the estimated
amount required to settle or
transfer an obligation, not
taking into consideration

present obligations from
past events if outflow of
resources is probable and
can be reliably estimated.
Provisions should be
recorded at the estimated
amount to settle or
transfer the obligation,
taking into consideration
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IFRS. No discounting is
required for measurement
— however entities may
factor in the time value of
money.

the time value of money.

the time value of money.
Discounted by “a pre-tax
rate”.

Deferred income
taxes

Comparable to IFRS.

Amounts should be
recognized if there is a
possibility (with no
indication of degree of
probability) that they will
be realized.

Use full provision
method driven by balance
sheet temporary
differences. Deferred tax
assets are recognized if
recovery is probable
(more likely than not).

Deferred tax-

Shall be recognized on all

No specific guideline.

Non-deductible goodwill

exceptions temporary differences — and temporary
no initial recognition differences on initial
exemption applies. recognition of assets and
Financial institutions liabilities that do not
similarly to IFRS do not impact on accounting or
take into account non- taxable profit.
deductible goodwill.

Revenue No well-developed Recognized when the Defines revenue as the

definition of revenue.
Revenue is recognized at
the date when goods are
delivered to a buyer or
when service is rendered.

following conditions are
met:

a) Revenue that arises from
a contractual arrangement
or is supported by other
means.

b) The amount of revenue
can be measured reliably.
¢) The economic benefits
will flow to the entity as a
result of a transaction.

d) The legal title (right of
ownership, use and
disposal) for the products
(goods) was transferred
from the entity to the
buyer.

e) The costs incurred or to
be incurred in respect of
the transaction can be
measured reliably.

If at least one of the above
conditions is not met the
entity shall recognize
payables and not revenue.

gross inflow of economic
benefits during the
reporting period arising
from the ordinary
activities of an enterprise
when the inflows result in
an increase in equity,
other than increases
relating to contributions
from equity participants.

Source: own input based on [15] and [14]
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Annual Report of LLC Frigoglas Eurasia, 2008

Balance sheet
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OTHET O IPHEBLIAX M ¥EBITEAX © 112003
m o 2008 o,
Kbl
dhapaia Me I oo OOV 0 1eae2
Jrra (rop, weean, smeno) | 2008[ 12 | 31
IpramHzaLH D00 MEPHT O IAOE ERPAZHA" no QK0 46204473
Hpenrsdmmommil wamep BRI HUETenLImTs HHN ATIANNIE5T
Baa serreansaem - e e CHEB3]T 29,331
CpraRmaum oG- Npascsan oM hopun cobersemorm 55 3
OEANCTILS C P R DT [ITHETC IR DS TEED ¢ COECTH EHHEE T PHOCTPARHLY PHIEMECEHY, ) no D}{U]"m,‘;_]ﬂqgj
Eanknia HIMEpEHIE; THIG. Py, g OKEM 384
Tlorazatens Ja oreemidt | 36 aRANOCHAIELE nepro
HANMEHDBAHIE Ko, NP, MPENBLTYIIE S MOES
I 2 3 4
Jezane 0 pacxoas) m 0SSN BHINN TEATETLHICTH
Blapyiba [HETTU) OT TPOIUEH TOBARON, IpomyKuMK, PR, 1581745 4858177
YOHYT (I MHHYCOM HABIE il noERRnes YR CTOMMOCTE,
BRLME0E M ananorEney of@aTen us mimesed ) oo
b11 [ 0
1 1] 7]
CfecTOMMOCTS RO TORIPDE, PIAYENR, PABET, vemyr] U2 (2307049 [3232945)
i
Banoana npmidkne s 1274700 1525232
Eommepqocis pasong) 03 (R2664) (46411
Y MpaBNEHEEKHE pAcKaIR 041 [440503) (463705}
[Tjsi Dby [ydRrmor) oT npaaa nan 51433 [ERTE
Ipouwee ApEe0ks W grcsomn £ 20
[TponsnTe: K nomy v 60 B
TIpoueHTE K Vi {470 {36857) LLERE
Jleseap ot yuacTee B IFYTIE O raHH s 150 ] {
Mpraiee moxnng 05 181912 Q74T
gl I 1]
|_MMponihe pacxoms 14 [391452) {155751})
L10
Mpafsue (¥iuror) ae Raaoroohisenms 140 5059 [
CTNeHERILE HTOrDRKE IFTHEL 141 ] {
OTaimamnse ganargeEp siasmeancn 142 97 Tl
Temyuni nasor Ha nprikn, 150 (1120140} [F2E295,
HITPADE] 151 [2) i
MueTan mpuisas (viuTor) oraerac mepHony 1% 32 853623
CIIPABOMHD
Mo MBI UEHMHI.ETLL[H_E[HB\H:I 0 Tat 12018
Basoman npisfrans (yiLmas) na amm 0 0
PryeoamckHa npiefan If‘-_iumh} 188 AKIHIG i} [
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Moz Y TURE ¢, 2
PACIIHMPOBKA OTAEIBULIX IPHELLIEN H YERITKOR

Tiscasarain Ja eruenmait nepamom Fa apanariHRE NEpRaa NPEIRLIYINENS MOaa
HARMEHDRIHIAE B NpHERNE VBITGE npHiELb yEprToK
1 2 E) 4 b] &

1Erpadas, nens B neyomafics,
NPAIHAHHEBIC HNW MO ROTOpRIM
NOITYYEH PEURRRHE Ty
(apGrrpasnore cyaa) ob o
FARCKNHHH

TpHbeine (ySumoe) npownes

JET

Howseuzerwes yhRmHOR,
NPt IHHEHHRLL
HEFETICIHEHFSES HITH 1k 0 ] 0
EICHIL A I ey
HECOoNHCHBEM COA3aTeILCTE

Eypeontes pasnisge noe

DIPEPALEAM B HEICTRRRROH 165054 F13824 42850 il belt
LT

CrMYsEnEHHA B GLERCYHEIE D 2
pElEnBEL X X

CrrcnEle: 2eEHTORCKHN H
KPEQICTOPCRHE
IIOTEEHHOCTER, 0 | ] ] bl
HOTONEM HCTEK G
HEROBOR BARRICTH

ER AHTIFEH RaCH RS T FEVIED, DAL AR,
I"nEREER ﬁ:.-'xranml:fi:w'ﬁ—-:.
i i

{permikpoaen coannen) ! il i o }

'gan anpens Mae .
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Report on changes in own equity

OTHET Ob HAMEHEHHAX KAINHTALA

m M0OE
KL
Pioginaa We 3 pa DEY] 07 | K13
Harn (ron, Mecen, aweno) f2008] 13 | 31
CIpransIarE D P PHEH TIACT EBPAZHA" ni (KT AG2HAES
Haesrrndiecaumnn il Hossp Banorainsareismns HHH STEZMMYRST
BHA NEATENBHOLTH no DEBRE 19,231
Qpravsnananse-mpamsnan fopsm'dopan cobomunmoecTi &5 13
EEERCT IS LT I HICTRaHHX i b i o QRO e L
EAHOIMIR M1 pEIHA: Tee. o, o KEH IR
1. Hasenemen xamimamn
[lokazarsns [P—
Verssrih |Mofasodaik | Pesmpaoh | s npadun Pirors | Pabeer | Derasres
AN AT Kop | ST | s i (o Haafi aoang | - scTHROR
wleman)
1 X 3 | 3 [ T B £l
Oeramok 4a 31 sekaGpd roas, 134141 [ 1361 0 545137 | Fo0ss | 0 i
| MDEUESCTRMONEND (e BUT MY
T r
{npesamTE e X bt ke i o X X
Flssagmpzaiizg B ymerood noasrrisse
PeayasTaT o7 mepaleHER DDREaToE ¥ i % a 0 a 0
I CPENCTR
X
X
:f';’am i | asapa npeakuymery 154141 | 1361 1 T85R29 | 9183 a 0
PeaynetaT o7 MECRETa MHOCTPaHHRR ® o x X o a o
BRmoT
Yncrar mpriian. X A X 53623 E53623 X X
JinEsinesau X X x [EEETFF N e EETEN X
Crrusonensia o peaepnagd faowen X X ] [1] [¥] X X
¥ HENAMEHHE BEAHY AN SATIETAAA 50
CUET! a x X X 0 X x
AOTOUGTENR IO BRITYCE2 2EURE
FHGIMMCHHA 1||}m:||+u.llhul3.'°i a X x x %
CTOHMOGTH ARLITH
[ECRTTAHIZIE N EIEIEYECKOrD R ] X X [1] X X
YHCHEUICHIG BIEHHHE KR1HTLES 33
LT a X X X 0 X X
yMEHKIISEIER HOMHEHAND DKIHE
YMEHEICH A ROAMECTED Al ] X X x 1 X X
[eCpInRHEAINH BMIHIHY SCRra NHi a X X 1] [ X Ed
e 154141 | 1568 o 833623 | 1omas| o o
M8
{oT4ETHME faa) X X X K] ¥ x Y
HumsHeaHa & YIETHEH DonEvHKe
Pesynurer or nepeougnmn odnesTea ¥ 1 ¥ 0 it o P
OUHOEHRI CPEOiTe
X
X
Cicrarer ua | ENRARE GTRATHOND MR 1 | 154141 1ERI 1] E536213 | EIAES 1] ]
FesyNETET o7 NEpEEICTa REETPaNTLI u o w » 0 0 a
ERITHET
Huorus npsbuian X kY X 3923400 ElEEr ] = X
Aunenesan X }'. X (B53623) | (RILG23) X X
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SEOEAR RS G
| 1 3 [ 5 & T | & ]
OTyiEcnensg n peaspnuud oy 110 X x L} 0 1 1] w x
WnEIECHHE BENAHMHEL BADIETLL 55
SHET: i 13
DOTEIHHTATRNCCT REITVCHA 231 121 X X X X X
VHENEENH IS ML 0 i
CTOHRMGETH akunh 121 X x x Y o
PECETIHH LM IOpEOREcRoro niun | 123 a X X [ ] X X
WrBHLINERHE REAHYANE] KANKETIN 33
AT 0 1
VG HEALCHHA HOMHIELE 2l 131 X x X kY "
NMEHRIIEHHA KONHSSCTEN DKLIKG 132 0 X = X il X X
PEOPIRHEILINE 1epHghecworn anea | 135 o X x [H L1l X u
Cerirrak ma 31 hekalpe arriernera
raga 140 154141 1541 [ Faaaaq S47908 ] i
Doopran O7 10003 ¢, 3
I, Peaepor
IMoxanreat, Ceratok | Nosryoana | Henomaonmen | Cerarox
HIHMCHORTH S AT
1 2 3 4 3 5]
Feseponr, elipusosanmie & cOOTECTCTINI ©
K TR L C TR
n 1 {r {
(IR ER HHE PEXpad) o 0 o
OAHEEBR e B IO C6
AAELEN OTHETHI NS 1o W] 1] { [
Feiepan, 06pisonanne 0 cOnTRETCTREN ©
YARCIITENEHEIME EEFHHI’HM]II
{ 1] i {
|:I:.IFH.II.'|I[II.IJII|: pEpE |:| |:| 0
JAHHEE I Eubl.ﬂ;r LESTD 308
TRAHHEG STRETHOM Mja [ i) ] [i]
(UG IHEIE ETETLIL 1
I I a
[EEsiEnDEaHIE pRIEpRE]
OAHHEIE NP IYLIECD rag . 0 0 0
MAMHEIE OTYSTHOM P08 l m 0 0
Pe3epEr NPeacToRuiEE paciogos:
L i 0 0
[HanmgnsrIHEG praepsa)
NAHHEKIE I.'IEEEIII}'I.IJEF&N.U,& 0 0 o v
JGIHIEKE DTYETHINT TSR [i] il 1] o

81




Cnpunkn

R

Mexmaren CIETaToK HA HAMANE Clorrmak B8 KOAEL
HEHWEHOBAHIBE w3 CITYSTHAN 133 OTHETHOND MERHDIL
I 2 K i
1) QncThie akmne ] GEER 547952
Hs Broppsera M snefrymseTius o
A OTYCTHEIA | 30 npeaWny= | 53 ocTueTHeIA | 35 NpeabLIy-
. i 1A raan A
3 4 5 4
2) Momyyeso \n; 0 ) a 0
pacxIEl 0 OBEMHEM BERIAM NeaTeancrs « neere ) 210
N TOIRE WHESIED
KAMHT LIRS RNDGREiim b0 EneoBopoTHEn: akTeeer | 220 0 i 1 a
B TOM HHETE
=
3 o

AN AHIPER BALVLIR A
¥

[moanmel 1 (Eswndpoee nigiecil

0%,

anpéna
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Cash-flow statement

OTYET O JABHKEHHH TEHEARHEIX CPEICTE

a 2008
]
Dogea Med oo OKY 07RO
Hara (roa, mecsn, yuerzo) | 2008|212 11
Oprasnania GO0 P PHIOTACC ERPAZF S ne QKO AH20E423
HaenmaduxaiHoHHEIE rasen SRI0rannaTensapgm HHH F7ia0198s7
B nesTeneiocTh : e DR, 2250
CprEn A HOHHO-Npabesae fapsnigopaa codcruemonmy &5 23
IBRFETEA © O PAI R 6 STRRTETREH DO TR || DORCTEEH MO Th HHOET PasHA D M- E 0y THL g OO
EniHua mmepenps; Tz, o, no DKEH 4
Tlakasaren, FaoreeminiA | 3a aRaNoTIowead nepiog,
HEHMEHOBAHHE L) DS TS YIERE MO MO
I 2 3 4
{hamr,nnucnu_&lx CRELCTH IL ILASAT0 OT9EIHOCE TR 1123 1933
lsicaenne FeackRIX CeacTs o TERVELET LENTENLUSCTR 4108836 6031917
| CpEncii., nomyERHRIE OT nakynaTened, INKIZHEGE
Mpayne noxeiL 1275070 157355
TLEWekEIE CpencTIS, IanpasEInLe: 4239920 EAEEL]
W& ONAATY NprabReTeiHBlE TOBApPaE, FaBaT, VENYT, ChipLe (2919383 (4535571
| HHELx aDOpITHER BXTHECH 15
Ha OMmnaTy Tpyaz 16k (131475) ELEEY
HA EHIBETY AMIHLSHT08, NPLerman 17 (78277 {767 105
HI PR eThl DHy ELsaraM B cOajam 18d (151 HES) (61556}
MR MPDTES PACNG L {10908} {2598}
| FlcTeie AESEITEE SREICTED OT TERYINER TERIEIEHOCTH {3553 {42662)
AlEmenIee neIes b CPEICTE 0 WHECETHUSan ol
Ded e L nscTH 1311 n
Beipyea o7 NpeaasH 0fesman oCHOBHEDR COEACTI N HEKK
ENeCHOROTHEN akTEEns 210
BiLIpyusa o7 Npasas ey GUsEr @ i PR a 0
oAl 20
Moumyragiiiee QEBkeLm 230 1] [0
TleuryeenmBIe OpoEEnTL 40 JGESG 20
Tlocrynzennd o7 morauesnen 12iMoE, tpesactantenmpy b 0
APVIHL OpraMisscans 250
Lprobpereme nodcpaus OETIEHIRLHA ZA0 1] ]
qﬁwm’ummc CULEKTOR OCIKBHEL CRCACTE, NOXDIHEE
BIRERCHHE B MOTEPHANLHLIE USHHOSTH B HEMITERHANE KX (THOR04 ) [317938)
AKTHAGE 20
OpuaBpereicne wemeuy FYMAr i1 mius (hHIMEE0ERN Bhomendi T 0 {
Jadisad, FPEROCTARTENEIAR IIVYTHR CREaNHAzINAR 0 0 {
HHCTEE NEIERHR CPCICTED 0T SHBCCTHUHENHEE (142617} (317888)
MICNLIKIETH Tdd)
Al isce e TEHEHHEL CeTCTR Nk (i oot
IS TeNL IO CTE o i
[IoCTYISENNA OT IMHCCIN ZEUGE ANE HEES 500 Fysiar
::[I:Ill.fl':f'l:l.'lﬂlﬁﬂ OT FAERON M KPETHTOR, [P 30CTInmSH H R ST T STEIS0E
ARFIASTH QPraHRA a0 e
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Bopeda OF 10004 ¢, 2

I 2 3 4

Thornuie e 3afvion i kpeipEmas (e TpeIeHTaE) (4403131 (5401 TG0}
Maraussne oz36TENRCTH D6 dapawcancil zperne ] i
Hiorae JIRHERERE CRERETES 0T digiinconnd SeATanLRICTH 154065 ATHTAR
Hiwomoe yRenkeRns: {}'almhmtﬂ.ﬂe} AEHEIMY CRENETH B HS
FEOHBASCEH TR 4TS s
CheTomom NEHSSHBIE EPELETE ML KOIAL 0TYETHID MEPHaa GEYER 2IIZ5
BonuveEs Biasan mmaeiremil KYPER HHOCTRaHIOR BL=ITLI
TG TGN Ky G 0 u

- ! - 4 SEA WHTER BACHANERH T HEVEIHHA QIR e

Eymapan M Cnassieil Gysranmmep 7 " " -

[nagmec) (e umdipoess noamecE]

GE - Anpenn e
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Notes to the balance sheet

IMPFHIOKENHE K B¥XTCANTEPCKOMY BEATAHCY

g M08 .
EOIEL
Papsia M 5 pe RV 03 1000s
Hara (ron, wecmy, mecno) | 20081 12 | 31
o] T Q00 “LPHTOTIACC ERPAIHMA" no QKT AGR044Z3
HoeHmHdmEaunoEHER HoMEp HAIOPGORETEIEIHES HHH STEMN9857
Brg geareibpocm _ tomuoss T e e ET—T——— ne CHEES] I FEN]
CpramminniEa=npanceng gopuaihopsn cobcTECHHOCTH 65 3
CEMECTI, O PARH SIS OTRETCTRANNCTRG § CORCTIENHOCTE HHOC TRAHH BIX W3 HUBEL K 1L o OEOTIOEDGC
Ensnnu HIMEPEHIA! TRIE. Py no FKEH 384
HemamepimansHaie BETHEL
Toxmarens Hansraes aa pgann | TlocTynino Brifisiae Hunsraiee ma manen
HAHMCHOBAHI S KL OTHETH F OTIETHOMD BERHO0A
1 2 3 4 5 i
CHEbERTH BHTSNACKTYANBHOI
CoOCTREINICTH
[HCKMOrHTEARABE OB Ha L i 0 {
PEIFNETIRTN HHTENASETYANLRGH
SOOCTEEHHOETH) 01
E TNl MHEnE!
¥ MATEATHOGNAIATENA HA
HEO0PETE HIDE, NpaMBILTEIEHL 0 " 0 a
oiipnaen, NONezAYE MO0k 011
¥ EpanrabnnanTend Ha
Nporpasvz SRR, Gask a o { a
AN Bz
¥ MpAEa0BNAZHTENA Ha
T TN HITTE TR TRIRY u] H] il N}
MHKPOCXEM {113
¥ BNANEABLA HA TOBAPHEE
IHAK M AHAK aBCTyEKIAnaAHA,
HAHMEHOBAHHE MECTR 0 b a 0
NOOIESKOTEHE TORAROR {4
¥ MATEHTOMEANATEAA HA
o a 0
CHNEXIH NNLIE QCTHARSHHE aLs
CHC T D RS RO [T { [i ] {t
Jlezo®nn penyTaLAA OpTaHAEEHH] 030 i 0 ] i
Mpoupe 040 a 0 l 0
TokazaTent Ha saano crverworg | Ha kowey omeeTiorse
HANMEHOBAHAD KO raag nepaaa
i 2 3 i
AMAPTITAGA HEMATEPHANEHEL SKTHEDS - 50810 50
R TOM HHSNE 0 i
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Olenonibie CPeacTEN

thopwa (17 10005 . 2

MASTEE O MIZKRELTALEE

Mokasateak Hanuyne wa savano | [Nosmynans Brdsing Hanpune 1 ke
HAH =R HE - ] QTUETHRMT NN OTHETHON: MERHOE
1 2 3 4 5 f
EL 184178 206077 0 L rL
Conpykesng ¥ nepenamounwes 13697 0 0 [3607
yeTpaicTe
MEALIHHE W oSapynoEEES 2T 131985 (1301) ADI4B0
TRaHLIKpHEIE SelETEL 1IR3 G153 (3044) 16550
MponzeoacTeeREmit K 0 i i
%OE FCTREMHE EIInEHTARL
Pabouii eroT K K 1] ]
NponsrianHbIR CHaT n 0 i 0
W HCTONETHHE HACRENEHHE V] 0 ] ]
JIEyries BHAR OSHOEBHBIE CpPS0CTR 1 5446 151 ] | 5397
Jemenunuie vuacTel o O0REKTE 0 0 u 0
D PAEN T EIO DA HA
KRNHTANEHEIE RIOHEEHHE WA 0 0 0 0
EO[=II0E Y ULIENHE IEMENL _
Hrara S00342 330044 4547 B4l 1G]
MNakaaarenes Ha isauane orueThore | Ha sosed OTHETHOre
HAHSEHOEEH HE Lkl rona NepHaan
1 1 3 4
AMOPTHIAUNA DEHOEKEY CPENCTE - BIEND 144 Ledts 230334
BT HCHE 14717 EO3ES
AMZNEE B CODRYKENHEA
MALUH, 0000y I0BAHKA, TRPAHCIODTHEL SPEICTR Llas14 15255
ApYIEHE 718 OE13
MMepenann 0 anensy afLeKTon aCHOnLIE CPESSTH - BEErD & Ti54
B TOR YHEGIE 0 0
ATAHHA
CORPYIKEHHA o 0
Flzp-enz_&em:l OELEETON DOHBAHLIE CREEACTN PR KO HCERR I 1] 0
Menyiens o BERTOR OCHORHBIX COCICTE B ADEHAY - BECTD fi L
I TN IR
OEReETH HEZRHAHHRDICTH, NPHHATHIC B IRCNNYATALLHES H 0 0
FRIOALIMECA 0 NPMIECCS rocyaapoTnerEsdl perncTpanmn
koO | Ha Hasano areersa Ha nasiana
oz PGB LTS 0L
Crpsasoimo. 2 3 4
FEywNETAT QT NEPEOEKN 0EFRETon OCHOIHLIE CPELCTS! K 1]
MEEREIIMUTLHOR (RICCTARIRETENRNORA | CTOHRMICTH 171 n 0
RO THERLHM 172 0 i}
kog  §Ha Haeid amaeTHer | Ha sadane GTieTtHira
i) NEpHOOL
2 3 4
HzmeHeHHE CTOHMEST iU GO LERTOE BEHOSHEY SPEOCTE B
PEIFALTATE JoCTpofKY, D00 Py I0ERHIA, PERoHCTRYSIIHA, ] i
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Hexoanste nnswcHmn B M TEIEATLIILIE IEHHGCTH

hepwa BT 10005 ¢ 3

TGPy AL Ta TS

[Mosanemens Himsiusie ra nagana Mocrymang Brifiaimn Hanieiee na kesen
1S3 H RS DR K31 DTSETHOG TOH OTeTHare HG10
| 1 3 5 i
Huynscteo ane iepenaues a 0 0 0
THIHHET
Hrovieetnm,
NPENRCTIRTACH0E [ o 0 1 [
AUFORSTY NPOKTE
[Mposne ] {i [ I
= 0 0 0 0
Kl Ha namnn Ha women
CTHETHDIT: TR0 OTHETHLIT NEfHCAR
1 F 3 i
AMUFTHAALNA L0M oMK
waEKenil B T pHLE e 1 ]
IFERIIKICTH
Pacinabe B HAFuNE-ICEN S BT ILEKHEE, MBI THO-KONCTRYETOPE K
H TEXHOISrI e KHE PADoTLY
B_H.l.u pafioT Hanmume ba nanans Noerymisa Crnea Hannme ko koA
I M EHIBAHHIE L] OTHUETHIN 1 T ETHETTR NELHEIE |
| 2 ] 4 3 [
Boern 310 i ] il
R T
LT ] Ha siauaao _|'-]-[3; KAOHEL DTUETHRTD
DTHETHIDD MOEa gliH]
Capasoii, 7 ] ]
Cymua DRCXEL N NERRIHEEHHE Hay B HCCIE A0 BITENLC KM, 0 0
ONLITRI-EOHETPVETONCKEM B TEXBOIOrH Rckes poioTan M
ek Ja e 30 aivornynni
NEpHo, epHoa
TPEIEALY LSETT TR
F] 3 E
CYMME HE SEBWEE NOGKITEEHEL PEIFTRTITOR piErazan no
HAYYHO-H CENEDBaTeTRCRE M, ANLTTHC=E0 RCT PV ETO PCEHM 1 TEXHDN0- i} i}
FWRECHHM PRB0TIM, OTHECEHHBLE Hil EH0H IS POERTE
Pacxoans ma scoceine nIpeIHLE pecypeos
[Iokiram, Chetamak Ha Eriano [Moscrymann Ciscanp CATaToR Ha konen
MAHMENDBAHEE B OTHETHOID NEpHma OTYETHAM) IepHoa
[ 3 3 4 3 5
Pacxeqe Ba ocnoesine 0 1 b D
MPHPGAHEN pecypcon - Begre | 410
n m:‘-lllﬂ:
a4 Hanazea | Ha KOHEL, TUETHOTE
DTHETHUTL Ma IHEpHEyIn
Copaseern. 2 3 3
Cyspta packones ne wacTkay HEAR, B JKEHY I
NCHCKON B OHEnen MecTopgonil, przsegiai o LHEH]] o o
THOPOTEOHT HMECEHMH HEMCHKLHIEAME 0 IPONHE@
HHATHA L paloTany
Cywmin pacioion m2 acpoeane TMEHPOIRRD Recypon,
UTTIECSHRERD B COrIETHE DERHOLE B ER0EHE DREG gL KK i {l
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D HIGHOIELIE NIINEEHEA

hopaa Q710003 ¢, 4

Toxassrent

ammcpoynse

EpTHOCpOYHLE

HAHMEH DA

HE HEY M
OTYETHOME MTa

HA Kol
TUETHOTO NERHGIN

Ha EE T
OTHETHOMS OIS

HA KGHEL
ETUETIHNT MEFHOTE

]

4

§

i

Bisnann myorandne
(CHNAACHHEIE KAL)
JIPVIHE DPTAHEIAUNGA - BEEra

510

B TOM WHEDE JR4CEHHY |
TUNNCHMBIN KORAFTHEHHBLK

oflsesTa

il

leeyaapernemmes w
MYHHUHNATEHER LEH R
fymarn

313

Lznkeie Gymary apvris
tlp:la.llnullui'i = ACEFD

Sl

R TOM YHCNE IONrcEsle
uzHsse Bysarn (aGnsCamm,

5]

b=

Rekcenal
[IpenocTAREnsEE S5

ph]

Menoasraue nkaans

§30

TTpoupe

i35

Hrora

340

=1 =1 = =

=] =l =1 fr]

=1 || Pl ]

=l = =]

Ha oFmeid cymwenn
GHHIACORRIE BIOEEHEN,
HMEBILLAE TEKYOIYHE
PRIy HE CTORMOCTE:
Blenansi g yorakdEbe
[CEnAADHRIE} KNNETANE

| APYTHX OPTAHMALHEA = BeErg

330

B TOM CHCNE JDUEPIENE H
INRHCHMELY KORARCTEEHIELIK
OblmeETH

351

|ty gapcTRE NS H
MYHHUHNAABHEE LEEILE
fysarn

353

Llennke Gyrari gpyris
OpTANHEANGE = ACERD

i

nTOM YHENE AONNEEbIG
WEHHEDS Tysarn (afnsranm,
nekcena b

361

_Hpn'mr:

555

Hrora

]

Crpasouna,

Tlo dhisancozps BaEHsiHAM,
HMEHILUMAM TEEY YR PLINCYHYEY
CTOMMOCTER, HEMEHEHHE
CTOHMOCTH B pErlvnnTame

ROPPEXTHEOBEH SLICHRH

L]

[T ponrooems uemams
Eynaarast pRIHALA MKy
MEPECHASLIL R CTORYMACTRRD
1 IEMEHATREHOH CTORMOC T
OTHECEHA H 1]:|||||:|.1||:nnmi'|
PEAYALTAT OTHSTHONS TN

500
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.ﬂ;¢ﬁ||-Ti.'l|Jl'-'“F W EPEONTOpCRaE 300 TREHHOCTE

Daopuea OTIO05 e, 3

Nexasarene etk v nauvs | Ooramar s koneg
HLHMEH D1 KL OTHETHOMD TOE3 OTICTHONG MO8
1 2 3 4
MeGeTopEKIH T eI CT I 455104 165498
KPATRACEMARY - HCEFD )
B TOM WHENE
DACHETRI © MEYOITENAHH H IAKTMHELIMA 133497 ki
ARAKEL ELITRNTILIE e ] 32045
NpouaR 21VERR [R470T
NANTOC[aHRAA - BEErD n i
B TOM YHCE:
DHCYETL C MOKYEATENAMH B AKEIHHENMHE ' .
HRAIPIR] REIARHRIE — ] 1]
A i i
Moo 43514 36549K
KpeanTopekan 1300 8 eAHOCT b -
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Report on changes in own equity
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MlmeThi BSHE ACHHE SpeETE OF (henis2apil D6 TEIRHGET 4314012 {15395
FET0s YRERAUHIE (Y MEHRUENIE) [IEHE HHNY CPELTR H X
AREHELIEHETON 36214 1354861
| CheTmmes: ORIEHKIIX £REOCTE NN ROHCL OT'IETIRGTD epTInan 13333 2121
ElanuwEma mnnAnems imeienis Kypon HHOFERaHHeE AT oo
FTHIEHHI B Py

MYPABLEDR AL
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Notes to the balance sheet

[pnnosenne

b Mgy Mindona P

o 207, 2005 M &

{upar (e Musgaoa MO

o 13 090 Tides M 1154

I WEERM | v EHTEn Gy rReTEp e
STHTHEETE, VTR [t i TTpaery
lMetrsmerime B Mo 475, hepdnin B

lrﬁu'l 11.30415)
NEHHEEEHHE K BYXTATTEFCHEOMY BAJTAHCY
= 2000
FLIE]
eepsin M no IR [T [
JIETe (rom, Wecan, uHena) m
Crorasmaunn: Q00 “hPHOOTIACE EERPAIHA* o DT 50433
o ucal ILEH IDMER L0 MeMLATTEN kKl HHH | s7sz019857
Brz semmntsocm: Nporseoaemes TennoofMenug poTpoRoTE, Spos I BRI SR ks —
QDO VACARHHA H D0 [RORAHHA IR B0 HARUHOHSpEAHA Bry; NpeempsisTao o5opraoeanmn ne DEBZI I
JINE GHNETPOEINGE | STHCTEN MaE
CipraEHIauHEIEHa-npIanEn Popreihopum coSoTERNI-CTH: o DT
CeituzeTen © erpansiesioi omeerernesHoeTe i CofomeHHoeT: HHCCTRNE WS HPHASTECKHY NI ORDE L n
Ennnmus svepenies: THG, pyi. ma DKEH 1B
~ —— 1T
[hokurent Haawame ma nesana | Docrpmsng R ¥ T Hanu4me na sane
HAIMMZHOEAHHE ke ATHETHONS MoaA CTYETHOID NGPIL
1 z 3 i 5 i
LS T STy PR BT R Y [
COfCTREHIRCTE 5 KIS HTEN R W E i
NpaEa Ha PEXILTETH |
HHTENE KTy R HER Seleraennoera] | 010 - | - i -
E T SHEDE;
¥ mETerToafinaarens m
HIGHEETEHNE, MpaWHULIEHHRIT 1
OGP, MOAT VIS MOdenL ol - 1-1 -
¥ NpARCoGNADITENN HA MporPENML |
IR, Ceiiad Kbk e 1z | =1 -
¥ NRACCENRNZTENR HE THNRAONES] - T
HHTETRUILHBSE ATHEPICRE K - - [~ -
¥ BIALGESE HA TEBRPHMH 188K H
NaK SECNYCHDANEA, EIHMCHODUTHE |
WG T NPOHERIEAGHHA TORpOR. nis - | - i~ -
¥ NETERTORRNRETENE M
CANERIHONHEIR 10CTHEEHIA 015 - . ] .
CiprasnIauncsEHMe pacxear 0z - | 1-] -
Jenosn pemyTauna opranns e 00 - | 1-] -
|
Tipoane R T ~ (3] -
. - ) | Lo aTen kL Ho Hesinn Hu soHei
T mﬂm_:unnumt KO CTUETHOMD Meaa | oreTson nepsom
'-l - - - 2 3 II 4
AMOPTHIIUEA BEMATERHLILN LT JETHEON = BOETD Q30| . ! -
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ChCHOnimee CCEETRA

Diopaia OT10005 ¢, 2

© Tlcamerenn Hamune na manaae [locTvninn Hiriking Huirme 1 posew
HAHHEN D R | &nn OTURTHOT (1 OTUETHRNT 2R
[ 3 3 i 3 i
Aumnn { 393351 - 1-1 303551
LGy HIN 18 NOpenEToN L E ] .
| yeTpoReTan 156492 1101154 i 25740
Felamunne 1 abapyearine 00305 di 15 [12EE} nl15K:
Tpanenopusie cpeactan 15044 1285 (13644 12563
MpoanoncTaciisill 0 S0IARET R AR
HHBEHTApE - L -1 .
Pireni car - - N i) -
Hpeatysribnii cpor i - . (-1 -
MHOTANETHRE RGN 1 - - (-} -
LIpyrie Riih cHGaim qpeacTe 15532 114 e 15TH
M EILHRIS FHACTRH K BFMEETH
FIPH PN LSO EIHIA 1136 . =¥ 12348
Fanwrantsme snu#eiua i Kpenice
FIFHUWIEINE JEsenh - - f- -
Hrera ) L0723 57758 (2726) 1Mi3252
i Moscnareas Ha nipanns Ha waneu
HEAHMEHEBIEHE [t GIHETHIN rons T4 ETHOM DEHOIA
] i i 4
ARSODTHIILEA CONDONLIK CPERTE - REETY 140 ETHEE] 195230
B TEM SHERE: o
| 300HHA M oyl 105451 159436
ML, ROCEYTEIEIHA, TR IOETHIE CR200Tn [ 80650 EEETH]
ApyTHs RIS 12103
Tepegane o 2zengy cOLekToR GommENy TAUETE - BO2MD ] LI 17041
B ToM e
IR - -
| coopywenis - -
Apyries ) 1400 741
TMepenzgene cluEkTOR GinssaLl SPUITTE HE EDICZRNRZHI . -
|I [lanyness GSL2HTHE GEHERILE CPELETE B 3pENTY « BoErD . -
CHFS EXTI HEARHRHVMICTH, TRANETHY B IRTIIAITILNIG 1§ HESOIEEHECE &
MPCLECEe THENZAMT RSO PETHOTRALIN - .
ho Ha nminnsn Hamanano |
GTHETHOI Maw P LSEr PR
Ciiganinem, | k] q
Peaymzar o7 negeaieiki FacRIos ooHTaNLIE SPRRETE:
NERENANARHER [ROGETAHGAH TS b} cTonMocTR i7i s -
AMOETHIRUNN 172 . -
Kl Ha reamang Ha pimew
DTHETHON [0 CTUETIOID NEflinn:
2 3 F]
HamneHie STonsoome COuEKTOR QEEHE CROIETD B p1yLTaTe
| ROCTROMRH, ABGECRYOAEINID, PESDNCTRY KIRH, u2eTwssiil NHEEHLIUHIT | |I - -
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) 1 1 1 - "__ 4 5 i
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Ko Ha wirann Ha rzen
OTIETHOND [oaa OTETIROND Oy
LN pami . 2 3 T4
Cymm parknnos No HEIasn i ENHLEE HEY U HD-HEENEN0EITEEL RN MW, N
ONETHE-EERE TPV ETO PRI | TEoRancT H eosiey paboras J20 - -
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Cymvtl B [LIEIHE NIMISETERLHALK [e3fTILTATOR CNO0GE [
HEYIHC=HCS IR0 RETENREKHE, DR ITHE-REHETY KT pEsime H TOCHLI:
Ty PG Tan, UTHECEHHELE HY FIpOEE POCKOmL -
Facieis: Ha OEROEH IR IPIMPOANLY POCy o
[Torkazmene | DICTETOR M RasL Ty nmno Cnsanno CICTOTOK HE BIHENL
HMSMTHEOEAHHE K33 | OTUETHOID MEpHTAA FPRCTHOD N EGHE
1 2 F] 4 5 ]
FREXCURD Nk GEROEHNG NPAFEINE o )
FECAECON « BOETD 410 - - (= -
[atst Ha mauzio Ha miieil
CTSETHID 1 OTYETHOMD Maaa
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Clpmimn PRENSIGE T3 YHAET RIS HELP, HE 3250 IEHHEM
ITEHTHEE H OUSHRSR MECTORC N, paskenkef o Juim)
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Coymnia PIGAI0E Hi OI02HHE NEHECAHGIY PRCYRCCA, OTHECEHIHE A
OTHETHOM NEPEIES WA NEHSIHE EICAIN EaE GopaIy T

102



Annual Report SMP CZ, 2009

Balance sheet

AKTIVA OELREM / TOTAL ASSETS ] PAISZE9 | 48303 | 1 @5 ITE | 1 ddd A5
A. Pahlediviy 13 epsany tdkladnl kagddl Lk 1] 1] ] ]
Pesdeablac bar subcoritsd squiy
H. Dipehodaby majatak 033 b4H 458 | ~A5T AT Hi HE IE 254
Fluad aciats
B . || Dlgehoadobiy nahmohny maiaick fifa ] 19 5E 4534 EQE? 3338
Finad intangbile 2ssais
E . | Dlschodoby hmobmy maisk o013 K213 953 44T S 181 047 175 B
Fisas Bangiblke amtc
B bi. | Dlachedohy linantni majeiak 1kk] 25114 a 25114 28114
Long-teim financial ssats
L Obitad aktiva 031 1 435 843 S 543 | 1431120 | 1 334342
[urmrant agsats
L Ladsoby o3z T 541 4 05 70 556 BS 534
nveninigs
L. il || Dlschodohi pahied ey iEL] 55353 1] SE {53 110 =87
Lang-Em remivatlas
L i | Erdtkodohd pohleciviy o48 BIS 313 4538 EM ZEO E3T B3&
§hot-term emiablas
L W || Erdtkodohy linantnl majeiak OsE 504 131 1] B0 23 196 543
Shoet-term firancial msats
i L || Exred rnlBani 053 0933 1] 10 538 ¥ ES
ADTu ks
PASIVA CELKEM /" EQUITY AMD LIASILITIES a7 1853 374 | 1 444 451
A Viasin| kapiidl 5 504 TTE 45T T84
Equity
A L || tddadni kapid it it afilii] HID D0
Bagimianed ity
& . || Expildond fandy o2 143 455 154 B3Z
Capital funds
A&,  bi. | Basarvni fondy, recsditeing lond 2 cstaini fandy (] i1 B3 5132
Easarve fund, indiviskde fund 2nd cher peol
& W || Welsdek hospasdlani minoljch lat OEd 1] -544
PralitzsE do0 prawious pariods
A&, W | 'Walsdsk hospocaleni bl indha (fsinihe obdab (-} e 147 4E5 B3 724
rodi1oss dov the: owment accounting period [+
B. Lzl mdraja iR} 1 146 S6E 391 425
LiabiI e
E L | Bazanwy OES a7 &t T @7
Provisiong
E . | Dlochodobi zdvamcy o 121 58 1ZE B43
Lt liakdhties
E il | Erdtkodobd advariey jir] SEE 319 EXE 745
§haet-term labiklizs
B W | Bankavni (reery 3 vypamaci 14 1] a
Bark loans and mos
L Cmrad inalBani 118 1 43% 38
Aoy ks
K oni 31, 12. 2005 / & a1 31 December 2HE (v s, OX /OO fousans)  of f Beg Mo: 7455147
; |
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Income statement

St v Ofinim obdobi
Azniniing pariad

Wiy 22 prociad thadi H il il
Pawenug lor goods sokd
A e lacy spradodanad ra peodand $hodi HE il il
Crests of gonde soid
# Gochadnl marla [iE] L ]
53l kb maegn
L \zaty H 0TI | 3057 EEE
Incoma

B. \Wkonowd spotiata IE 1253 706 | 2 3BS 3&E
incomi cost
# Pidand Badnoia 1i TED ITS Ti1 ME
Walug addad

L Csobini nadady
Parsonnal cost
[ Cang & poplkatky i7 By 4 837
Tax and |

454 398

[ =]
i
in
[
i
[

E. Cdpigy disehodobehs ratmoiného 3 hmaindho majiiu 18 1} B0y Foit] ]
Cermciation of lad ngible and inkngible ases

iL Trilny 2 protede dlouhod obdhn majetioy @ matendy 19 JES0 3 [siE
Bavenud brom e salke of fined ames and matori

k Mstadavd Ena prodandta douthoiobého maedes 2 malsialu 13 1EE 1087
Mgl book valua of the sold fiasd amels and mateia

. Imalnid SEAVU reaRcy 3 SeaanFE polodok v provacni ohidst 3 kompdewnich ndklasi 5 -E 1143
plBtic shonbi
(hange in gperaiing reserds and proviEiins ang compnatansive cools ol lobes panicds

IV, Colaini provooni winaey 18 E1ER 53R
Cihar operating navenus
H. Celaini proanani nakdaly 17 112 &1 125 &35
Cther operating e
s Plaved prawmanich winaed 18 5 [&E 13 319

Trarsler ol perEling evenu
L Pavod proweanich ndkdsdl ] 4 90 14 w2
Trareter af opesmling Cosis
" Pravaesd visledak hoeadalan! 3a 153 344 3 444
Oparating prafitlocs
WL Triby 2 prodieda cennych pagEd 2 podid kb il i}
Ravenug Irom tha sala of satoritias and intenasis

J- Progdand tannd: pagery ¥ podiy N il i}
Senwiiies and indarests cokd
Wl Wimagy 1 diovhodohdh linanfnito mayekoe (.34 « 35 « 38 33 il i}
Ravenus Irom laag-teem financial Esets | r 34 + 35 + 35)

Vil Vnaey 1 krdlkndsbehs finankniha majaliu a7 1] 1]
Ravenug lrom shorkiem linandal ascats

K Maklacy I linantning mayetky 38 ] ]
Cogs ot financial m5as

[X. WEnagy 1 plstanini canngch pagind & dasiwdbl kL i] a
Bevenus from satonily and dermative navaloalion
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filo | Sentmfnsat v (foinim ohdabi

L. hdklndy @ phecenlind cennfich paprd 3 diriviiD &% 1 ]
Coaix of saturity ang darivadive ravaluaiion
W Dmina siz rezanv 3 oprawTyc polatak ve Sinandni oolasli 21 1 ]
Cang in linancial resenves and provisions
i WinzsoE Dnaky 47 1313 1 58]
infanas: ravenLa
L. Wil mdznd ooy 43 380
intanas! ot
il Osiaind linankni vjraey 24 1039 38 D45
Oifar linanoal revanus
o Ocaini linankni nddady £ 19 3E7 14 052
Oifar linangial coct
WL || Mevod Snandnich vimasd L 1 ]
Transler of financial ravenie
F Prervcd Sinaninich niidadi a7 1 ]
Transler of inancial et
- Fiaan ke wickdak heagadatani 4E T Tl Bl
Flaancial geafid flags
0. Daf\ 2 plijmd 22 bRdnoy fnncs] &5 LR 15 24
incoma fax for (ONa SasinasE
= Vishadak hespadalani za bddnou Hnnst 52 145 T75 ET 013
Poedt s far oor busdnes
Ni. | Simodong vyrom &2 1M1 1709
Org-o™ rawenua
i Wimofdcnd nikdady 4
Ong-ot st
i Daf\ 2 pfijmd 2 mimaPing: binnaed 5E
incma 125 for ool aclivisis
* impdddny wisledak hosgadatani 5E 1T 1T
Extemardinaey profit e
I Prervcd podilu na vislsdiu hespasalan] spakiiniilm [+7] =5 1 ]
Transler of profik,fass partion 1o members i+ ~)
T | Vskadak heagpadalani ta dhatnl obdobd [+/-) &0 147 &34 B3 T
PoodH, s far acoenting pariod {+/+)
T | Wskadak heagpaodaanl phad sdandnim {+/') &1 157 245 119 388
Pondil,eas babang Gk (=)

Ka cni 31, 12. 200% / &5 2131 Decembar 2008 {v %6 X/ OO housand) o0 Beg. ho: 27995147
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Cash-flow statement

Cerafoni
Coida

[ Sl paanbdaich prastiadin 3 gnbdalch akvivaleadd na @iy Ramiho abdabl 55 E37 194 543
Cach and cich aquivalanic ai tha beginnisg ol the somustieg perisd
Fandini ioky T hlavnd widblaingd tneast (sravaani dnnadl)
Cash N fram tha princieal Businest {opeaban)

L (tzini 25k naba zirdka 1 bdnd Srnmt pled 2dandnim 116 563 185 5354
Pt baaok pedit or losk from principal busnaes balong lax

A 1 | Opeasy o nependini operaca g o) 25 654
Adjusimant for non-ash apaiations

A * | thsof panilnd tok T provoend Hnsest phad 2dandnim, amEnami pracovnio kapitd & mimotbngmi 142 047 21 13
piladkaml
Ml ceh Maw froem aparation Bafora faa, changas In warking cipial and ons-os

s 1 | Iminy siawu nepensdnich clafek pracgening kpidle Il 254953
Changa in non-csh mnsliiuenis of the working capial

A ™ |ty pandend tak 1 provaend 2inses pled adandnim a mimotdsagmi poledicami 1M 148 S48 171
Ml el M oo aparabions balee 126 and ang-affs

A 31 | Vyplacend deoky 5 wijimioos kaphalesvangch 36 i
Indarest paid aarapl lor capitlisas

A 4 | PR§and Oroky 150 1323
Ivarast R iRl

s 5 | Zaplacand dah @ pfmi 22 bdinou Snnoct 3 domarky Sand 13 minold ohdab 19 544 28719
Paed inooma 13 for principal busingss and addiional 12s ssasemanis for pravios pariods

s & | Prgmy 2 vdaje spaiand 5 mimofasngm hospooditkgm widedkom viaing dand ¢ pljmo 2MH 171
irmme and ost Exocalesd with ecraondinany il o including inoma 12

A EH" panddni tak 1 provaznd Hnesash 155 535 a5 449
Mal el Maw fooem aparabions
Panddnl foky T invaciibed tasach
Cash o Tram invastmands

E. 1 | Vydaia spojend 5 nabyim stlgch akiiv -E4 348 -13 473
Expanieas amocizind with amuinng finsd ameis

B. 1 | Prgmy ¢ pundeje sl3lyeh deliv 23574 3524
Incmime fom the sale of fand 2scals

B. 3 | POy 2 owlry spdfandngm reobdm
Loang and oradis 1o relaiad parkcs

B. ™ | dhsby pandini tak watahupicl $a k InvactiEnd tnnestl -E0 3 25 347
ML @ faw petaining b evestmant sty
Pandini ioky 1 Snardnich tinnashi
Cash flow fram Tieancal xDviy

C 1 | Copady 2madn disguhodobiymh, resp. kritkosobqch clwazki B8 312 75
impact of changses in kang - or Shan-terem liabiklis

C 1 | Copady amdn viasinihe kWi na penidni prosifedky 3 akvivalanty -50 347 24061
Impaict of Changas in aquity on cah and cach pjuivalonis

" | dhdy pandlnd tak watahuficl 52 k Saantai Hasoct -4 533 - 334
Ml @h faw pertainiag o financlal adiit

E Phutd nrkeal, ragg. silanl pardinics practhadiod 14l 728 307 843
Mal incrassa or deoease af cash

8 Sl paanbbaich prastladkl 3 g=an. akvivaloato ng ko Ofatnihio abdabi 194 543 2 131
Cash and cagh aquivalanis af tha el ol the acoounting pesicd

Kz idni 31, 12. 2009 [/ &c 21 31 Danamber M5 (vl 26/ OO fhoasand]  of / Beg ko 37195147
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Annual Report SMP CZ, 2010

Balance sheet

Aktiva celloem ;' Tolal assets 0 | 23143202| -473984| 1840218 1653276

A Pohleddviy za upsany cékladni kepitsl ooz 0 o o o
Receivables for subsoribed equity

B. I:||I:ILi'iuI.‘ruhli'rl1ﬂjHlk {i]er ] 650 553 -4E7 105 TEE 442 I ane
Fimed masets

B . | tlouhodoby nebmainy majebek o4 5787 -15ET0 417 sa57
Fimed inkangible msaets

B . | Glouhodoby kmaotny mepetek [HHE | Ei5E5Y [  -a85 435 155 11} 181 ga¥
Faed {enghle mroets

B . | Dbwrhodoby firenini majelzk ek} 15774 [ 114 15174
Long-ieem financial assets

L Obédnd aktiva 031 | 1e3®9S0| -1 E7R| vEIToTI| W41 0
Current assets

L . | Lisohy oAz s &7 4717 Tt
mverioeies

L . | Dlouhodobé pobledéviy (a5 135 557 & LEEREY E5 05y
Long-1eem reoeivabies

L . | kritindobé pofledivky 48 E2T 454 =544 [ BN XED
Shoel-leem receivables

L V. | kréteodoby finanini majeiek ] A78 osd i Bk dsa Saa
Shet-leem Fmancial assety

b . | Casove mzleni [Ed 24 5% [ 14 555 10938
Scounls
Fasiva celkem / Equity and lishilities 067 1840218 | 1653 376

A Wlastri l:llpilﬂ [1].1.] 60P 642 S04 TTE
Equity

A . | tékiadni kapitdl s 300 00 300 000
Regisiered capits

A . | kmpitdiowk fondy [rE | 160 505 143 455
Copitsl funds

A . | Rezervni fondy, nedélitelny fond 2 ostatni fondy 2= Tisiy o7 I 1550
eserve fund, indwisible fund and other profit funds

A W | wysledek hospodéten minulych et [ B ng a
Frofit s fon previous periods

A. V. | tiysiedek hospodsfeni béiného oéetniha obdobi (=) (a4 TEE 214 14T akg
Frofit/ s for the: currend scoounting penod (+/-)

B. Eiil'lliulit oas TO081502| 0146868
Lishilities

d. . | RmzErey i1 113 38 IFan
Frovisons

d. . | Dbwhodobé 2éemzky (57 151 305 131 sk
Long-tem linbilities

d. . | Eréfkpdobé réwarky 162 E15 985 SEE XIY
Shoet-term liskiities

o V. | Bankowni dvry 2 vipomod 114 ¢ ]
Bank loans and mds

L . | oot mzlibeni 174 143 074 183}
Acounly

G dnd 31, 13 2070 F A% 21 37 December 2070 {v fis. £IK /€1 thowsend))
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Income statement

Shwieénot v edsinim obdobi
Arrounting peviod
sledovaném minulém
Eeviewed Preyious
Trery 22 prode; zbodi Hl ] a
e for goods sald
A Nakady wynaodené na peodané zko 62 a a
{izsts of goods soid
* Obchodni marie | 1] ]
Sales margin
Wmny [ Taps i e §-Th|
ncome
B konovd spobfiehs [+] 1IN 1291 Tas
ncome cost
* Phidans hodnoka n L&5 020 T80 275
Yalhoe sdded
L. Osoten ndklady 12 g43 £F%F 448 555
Fasonnal oot
1} DOané 2 poplatoy 17 4 556 EF L
Tax and fees
E Odpey diouhodobého nehmotnéha @ hmotného majetio il 150 358
Degeecistion of faed 1angile and intangible pooets
Trtry 2 prodeje diouhodobého majetiu = materisiy 15 1 fal 1858
Reweerue from the szle of fined 2ssets and matenial
Hintatiovs cena prodanéha diouhodobého majetiy & meieidi i EE] ELH
Net book wakee of the sold fmed mooets and msbenis
& Ienina stmvu rezery B opravnych palofek v provooni oblasti 8 komplemich ndkadi plitich 15 By -5
obdabi
Change in operating reserves and provissons and comprehensive costs of fulwe periods
. Ostatni provezni vinay bl 65N 51 &34
Qther opersfing neveme
H. Ostatni proveeni néklady n 154 112 &
Qther operating costs
il Fevod peovoznich vinosd bl 168 133 £0sk
Transfer of opessting revenue
L Ffevod peovoanich nékledd 15 168 Ti3 4830
Tranafer of opsating mats
. Provozni vjsledek hospodafeni k1] 145 545 193334
Dperating profitloss
Wl Trkery 2 prodeje cennych papind 2 podii n a a
Ry from Be sale of secunbies and mbsests
) Frodané cenné pepiry & podly L ] d
Seowilies mnd inbenests sold
i ‘ynosy ¢ douhodobéha finenéniho majetiou | 1. 34 » 35 « 3g) 1 o} i
fievervue from long-tenm financial mssets (. 34 + 35 + 3g)
Wil | ynosy z kndtkodobého fineniniho majetiu n a a
Reeerpue from shout-term finencal et
K Nakliady 1 finendniho majethu i o} i
Coots of fnancisl assets
L "ynosy z plecenini cennych papind 2 devivisd 15 a ]

Ry from szcunity and desmvalive pevebuston
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Lishn Siomeénoat v dbetnim obdobi

Pl
Kow no. Arrmumting peviod
(& sledovaném minulém
Eeviewed Previows
L Ndklady 1 pimcenéni cennych pepind a derivish i} a a
Comts of security and desivative revaluation
M. Ymine stavy rezerv 8 opravnych polodek ve finanéni oblast 41 a a
Change in financisl reerves and peovisions
x nmso ik 4 by 134K
nherest [Evenue
M Mékadowk Groky 43 a
nberest cost
n. Ostatni finandni wnosy 44 10 647 10 k&3
Other fnancial revenue
ik Ostaini finenfn’ néklady 45 17 Bea 13 FET
Other fnzncial mat
X Fevod finendmich viniosd 48 a a
Tranafer of Ainancal ievenue
- Frevod finenfnich nékiadd 47 a a
Tranafier of finencal oot
. Finanini vysledek hospedabeni 48 -5 BEE -7 TR
iy (s z pafipmid 2o bddrou Gnnost 45 5F 181 B
ncomee E=x o cove: business
- ¥isledek hospodateni za bétnou Srnost 51 182 520 145 775
Prodit/loss for oone basiness
L Mimofdné vinosy x| a4 1M
One-off revenue
i Mimofsdné naklady 24
One-off cost
5 (s z pfipmid 1 mimofddng finnosti L
ncome Eax for one-off activities
" Mimotddmy wysledek hospodateni 5B 6074 1m
Extraordinary prefit,less
I Fiewnd padiu ne wiskediu hospodsfent spoleinitdm |« /- 25 4] 4]
Tranafer of pofit/los portion b membens |+ -}
= visledek hospodateni za Gietni cbdobi {=/-) B0 188 534 147 425
Prodit/los for scoounting peniod (+ /)
nms Visledek hospodateni phed sdanénim {=/-) &1 145 655 187 25
Prodit/Toss before tax (= /-)

Ke dnd 37. 11 20678 f As ot 371 December 2000 (v b= C2K / CI€ thewsand} o] / Beq. Moo 37195147
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Cash-flow statement

Ukazatel
indicaton

Stav pemiinich prestiedkl a penétnich ekvivalentd na ratdthe dietnibo obdobi
Cash and cash equivalents ai the beginning of the sccounting period

196 563

Flo [

504 231

Penéni toky z hlavni vjdeletné Einnasti (provoeni tinnost)
Tash Flow Fram the principal business {speration)

Ugetni aisk nabo ztzéla z béiné Snnosti pled rdanénim
Met book peafit or loss froem principal business before 2

145 554

3% gl

Upravy o nependin operace
Adjustment for non-cesh operztions

15 EE4

113 142

Listy penéini tok z provorni finnosti pfed rdanknim, zménami pracovniho kapitslu
a mimotddnymi polofkami
Met cash flow from opemtion before tax, changes in working capital and ome-offs

11 118

157 B33

Imény stava nepenéinich siofek pracovade kapitflu
Change in non-cech constituents of the working capital

154 553

45 935

{istj penéini tok  provorni Einmosti pied zdanénim a mimofadnymi polotkam
Met cash flow from operations bedore tax and one-cfis

466 171

441 759

Wyplecené Oroky 5 wijimkou kapitslizovangch
néesest peid excepd for capitaised

Fitijabé imoloy
nisrest recemved

1334

L

L=placend dafi 2 pijeed 22 bEinou Snnost & domirky dand za minuld obdaki
Faid income tax for principal business and sdddionsl 1ax sasessmients for previous penods

-87 181

Fiipmy & wideje spojené s mimaoiddnim hospodifskym vislediem wietn dand z plijmi
ncome and casl 2ssocizled with extraondinzry profit/lesx including income t2x

EQ4

A, Lo

fisty penéini tok z provarni Einnosti
Meet cash flow irom operations

3593 487

Pendétni ioky z inwestifni timnosti
Cash Flow from investments

Wydeje spojené = nabytim stdych aktiv
Expenses assnciated with soquinng fined ssets

-1 471

-1 &1

Fiipmy 1 prodeje stéipch aidiv
neomee from the sele of fied aseks

352e

g

Piljdky & dwéry spfiznénym osokim
Loans and coedits Bo relmed parties

fisty penéini 1ok wrizhujici se k investitni Ginnosti
Met cash flow pertaining to investment achivity

-I9 547

-5 987

Penédni toky r finanénidh Cinnosti
Cash flow from financial activity

Oopady omén diouhodobych, resp. ndtkodobydh 2évazkd
mipac of changes ini long - or short-term [isbil fes

i1 ar

Oopady omén viestniho kapitéiu na penéini peostiediy & elvivalenty
mipact of chenges in equity on cash and cash equivalents

100 F14

L e

disty peniini tok wrtahujici se k finanini tinnosti
Met cash flow pertaining to finamdal activit

-68 &07

{isté rwydeni, resp. sniteni penétnich prostfedki
Met incresse or decresse of cash

313 BET

Stav peméinich prestiediol 2 pen. ekvivalentid na konci Géetnihe obdohi
Cash and cash equivalents at the end of the accounting period

€e dni 3712, 2010 / As 2t 37 Decembes 3870 {v fis. £2K / €2K thousand] i f Reg No: 37138147
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