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KEY ADVANTAGES
2015

A success story for
87 years

Strong
engineering tradition
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2015

BACKLOG BREAKDOWN, RUB BILLION, %
217.9

38.8

29.1

RUB billion

RUB billion

RUB billion RUB billion

76%

Stable
management team

2017

2016

2.3
10%

13%

1%

The only large scale diversified
company in the sector

REVENUE BREAKDOWN, RUB BILLION, %

2

Presence in the most
attractive investment regions

Strong backlog

Participation in all key
infrastructure development
projects

Leader in the road services
segment

162.5

12.7

RUB billion

4.4

RUB billion

RUB billion

78%

Construction
of roads and bridges

1

Including other revenue in revenue breakdown.

Services

Construction
of airports and airfields

6% 5% 2%

9%

18.6

9.6

RUB billion

RUB billion

Construction
of railways

Construction of
other infrastructure 1
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KEY OPERATION
ACTIVITIES
CONSTRUCTION
MOSTOTREST IS THE LEADING PLAYER IN THE RUSSIAN INFRASTRUCTURE CONSTRUCTION
MARKET

WHAT WE DO
Construction of roads and bridges
Construction of railway infrastructure
Construction of airfields and airports

ROAD CONCESSION

SERVICES

WITH ITS JOINT VENTURE PARTNER VINCI,
MOSTOTREST OWNS 100% OF NWCC ON AN
EQUAL BASIS

TOLL HIGHWAY OPERATION (UTS), ROAD
REPAIR AND MAINTENANCE SERVICES
(MOSTOTREST-SERVICE)

WHAT WE DO

WHAT WE DO

NWCC is the concession holder for the 15 km –
58 km toll section of the M-11 “Moscow –
St. Petersburg” Highway in accordance with a
concession agreement with Avtodor

Toll road operation:

Construction was finished in 2015, toll-based
operation started since November 2015.

• Development and implementation of optimal
technological solutions for traffic management

• Operation of toll collection systems and
intellectual transport systems

Maintenance of transport infrastructure:
• Road marking services
• Maintenance of electric lighting, traffic light,
traffic density monitoring and road weather
information systems

Construction of seaports and waterway infrastructure
Construction of other infrastructure and non-infrastructure projects

Transport infrastructure repair services.

Management of complex infrastructure projects as General Contractor
Reconstruction of transport infrastructure.
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Mostotrest shares in affilated subsidiary companies

OWNERSHIP
STRUCTURE

CONSTRUCTION
TSM

MOSTOSTROY-11

Construction and reconstruction of roads,
airports and airfields, railway and ports

Construction and reconstruction of roads, railway
and city bridges

Specialises in the construction and overhaul of road,
rail and city bridges and highways,
as well as other engineering constructions. Mostotrest comprises:

15

5

branches

84%

25%

SERVICES

subsidiaries

UTS1

MOSTOTREST-SERVICE2

Toll road operation

Maintenance, repair and overhaul
of roads and bridges

Each of Mostotrest’s branches has its own production facilities which produce concrete, cement,
structural precast concrete and reinforced concrete, reinforced cages and other building components.
In addition, Mostotrest has two larger production facilities, located in Moscow and Tula, which
produce more complex building components, such as channellers, deck girders, polls, foundation
blocks, bearing parts, metalware and control joints. These facilities are operated by two of its
branches, Factory Mokon in Moscow and Mekhstroymost in Tula.

50%

60%

ROAD CONCESSION

BRANCHES

NWCC1
MOSCOW
AND MOSCOW
REGION

Concession holder: operation and toll collection

CENTRAL FEDERAL
DISTRICT

MOSCOW
Mostotryad-4
Mostotryad-114

50%

YAROSLAVL

Mostotryad-6

Factory Mokon
Taganka Most

CHEBOKSARY

DMITROV

Mostotryad-41

Mostotryad-90

TULA

Factory Mekhstroymost

SERPUKHOV
Mostotryad-99

RYAZAN

Mostotryad-22

VORONEZH

KOLOMNA

Mostotryad-81

Mostotryad-125

KIROV

Mostotryad-46

NIZHNIY NOVGOROD

SHAREHOLDERS STRUCTURE

Mostotryad-1

VOLGA FEDERAL
DISTRICT

ROSTOV-ON-DON
Mostotryad-10

SOUTHERN
FEDERAL DISTRICT
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94.2%

5.8%

JSC TFK-FINANCE3

FREE FLOAT

1

Indirect ownership.

2

Mostotrest-Service owns 55% of Avtoban-Mostotrest-Service JV.

3

As of April 2018 the shareholder of TFK-Finance is LLC Stroyproektholding owned by Arkady Rotenberg.
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COMPANY HISTORY
1930-1941

1941-1945

1945-1992

Mostotrest incorporation
and initial development

Mostotrest
during WWII

A period of great
accomplishments

On January 25, 1930, by decision of the
USSR Council of People’s Commissars,
the Mostotrest Group was established
under the People’s Railway Commissariat, to ensure construction of non-standard and supersized bridges. Up until
1941, Mostotrest remained the only specialized bridge building company in the
country.

During the Second World War, Mostotrest units accompanied Red Army
military units on the frontline from the
Volga to the Oder, repairing bridges and
erecting temporary crossings.

In 1945, Mostotrest was merged into
GlavMostStroy, the bridge construction
and reconstruction directorate newly
established under the People's Railway
Commissariat. Mostotrest served as
the platform for the development of
regional bridge building groups.

In 1931, Mostotrest commissioned railway bridges across the Volga River in
Saratov and across the Ob in Novosibirsk. In 1932, bridges across the Volga
in Kostroma and across the Dnieper in
Kanev and Dnepropetrovsk (1,600 m,
Europe’s longest reinforced concrete
bridge at the time) were opened to
traffic.

Mostotrest temporarily restored a total
of 516 bridges with a combined length
of 42 kilometers, and overhauled and
built 142 bridges with a total length of
16 km, including bridges over the Volga,
Sozh, Desna, Western Bug, Vistula and
others.

LARGE BRIDGES

Among them is the famous bridge
across the Dnieper River in Kiev, built
immediately after the liberation of the
city in November 1943. Advancing Soviet troops needed equipment and ammunition to be brought up from the rear,
but all the bridges across the Dnieper
had been destroyed. To solve this, the
bridge builders of Mostorest were set
the monumental task of constructing
a temporary railway bridge in under 20
days. The deadline was beaten by exactly a week: the first train passed over
the bridge just 13 days after construction had begun.

WITH A TOTAL LENGTH OF MORE
THAN 35 KM

MORE THAN

IN THE PRE-WAR YEARS,
MOSTOTREST COMPLETED
APPROXIMATELY

200
The geography of construction projects
was striking: several bridges across the
Dnieper River in Ukraine, a bridge across
the Ishim in Petropavlovsk (Kazakhstan), a bridge across the Kura in Gori
(Georgia), a bridge across the Angara in
Irkutsk, a railway bridge across the Yenisei in Krasnoyarsk, bridges across the
Zey River in the Amur region, a bridge
across the Selenga in Buryatia, across
the Akhtuba in Astrakhan, across the
Neva in Leningrad and across the Don
near the Liski railway station.
In the 1930s, the Group began in-house
production of specialised bridge-building equipment and steel structures. In
1933, Mostotrest opened a repair yard
in Tula, to repair and overhaul mechanical equipment, diesel generators and
locomotives (now TF MekhStroyMost, a
member of the Mostotrest Group).

700

MOSTOTREST
EMPLOYEES
WERE AWARDED MEDALS
AND ORDERS.
Construction in the rear did not halt even
during the war. In 1942 and 1943, respectively, Mostotrest completed bridges
across the Klyazma in Vladimir and
across the Ural in Orsk.

This period saw development of a
regional production network. The
Kremenchug, Voronezh, Yaroslavl and
Chekhov bridge steel structure plants,
and the Dmitrov, Iset, Bataysk, Gorky
and Beskudnikovo bridge reinforced
concrete structure plants operated as
part of the Mostotrest Group.
IN 1952-1953 AN OUTSTANDING
ACHIEVEMENT OF MOSTOTREST
WAS

THE CONSTRUCTION
OF EUROPE'S LARGEST
ARCHED REINFORCED
CONCRETE COMBINED
BRIDGE
OVER THE NEW AND OLD DNIEPER
IN ZAPOROZHYE.
In 1954, GlavMostStroy and its
constituents, including Mostotrest,
were transferred to the newly
created USSR Ministry of Transport
Construction.

1992-2010
1958 saw the commissioning of a twotier metro bridge across the Moscow
River in Luzhniki, the first ever bridge
built from prefabricated pre-stressed
concrete structures.
1958-1961 was the period that witnessed
the construction of a bridge across the
Moscow River near the ZIL Automobile
Plant.
The
pioneering
technology
employed in the construction was a world
first and consisted of cantilevering large
blocks of prefabricated pre-stressed
reinforced concrete superstructures of
console-frame and continuous systems.
This mounting method was later named
“the Russian Method”.
In 1958, Mostotrest was awarded the
Order of Lenin.
In the 1960s, the Group built a unique
arched bridge across the Oka River
in Gorky (now Nizhny Novgorod),
bridges across the Volga in Rybinsk and
Yaroslavl, across the Klyazma in Vladimir,
across the Don in Aksai and across the
Kura in Tbilisi, as well as an overpass on
the Samotechnaya Square in Moscow,
a three-level interchange near the
Savyolovsky Railway Station in Moscow,
and many others.
In the 1970s-1980s, Mostotrest built
several dozen bridges and overpasses
across the country, including a unique
bridge over the Hrazdan Gorge in
Armenia with pillars up to 80 meters
and a span length of 272 meters. Also
noteworthy was the erection of a bridge
over the Moscow Canal near the village
of Khlebnikovo, which had 150-meter
main spans, the longest spans in the
USSR at the time.

IN 1980, THE GROUP WAS

AWARDED THE ORDER
OF THE RED BANNER
OF LABOR.

2010-2017

Transformation into a
joint-stock company

Evolution into Russia's
biggest construction
company

On 2O December 23, 1992, Mostotrest
was transformed into a joint stock
company (JSC).

In 2010-2016, Mostotrest evolves into a
group of companies through a number
of initial acquisitions and an increase in
stakes in TSM, Mostotrest-Service, UTS
and NWCC. This allowed to significantly
expand the geography of business and
types of construction projects,

In the new economic environment of
the 1990s-2000s, Mostotrest managed
not only to maintain but also to increase
its production capacity, by improving
its processes, introducing modern
and more effective materials and
technologies, and constantly renewing
its fleet of vehicles and construction
machinery.
During the reconstruction of the
Moscow Ring Road (MRR), Mostotrest
built 6 railway intersection overpasses,
13 road interchange structures and 4
bridges.
During the construction of the Third
Ring Road in Moscow, the Group built
the Berezhkovski Bridge and erected
two road bridges and a railway bridge
to replace the former Andreyevski
Bridge, the arched span of which was
moved farther along the Moscow River
and became part of a new pedestrian
bridge.

AT THE END OF THE 2000S,
MOSTOTREST COMMISSIONED

3

BEAUTIFUL
CABLE-STAYED BRIDGES

THE ZHYVOPISNY IN MOSCOW,
THE BIG OBUKHOVSKI ACROSS THE
NEVA RIVER IN ST. PETERSBURG,
AND THE OKA RIVER BRIDGE NEAR
MUROM.

AS WELL AS TO

DIVERSIFY INTO THE
ASSOCIATED SEGMENTS
OF ROAD MAINTENANCE
AND OPERATION, AND
ROAD CONCESSIONS.
In February 2014, the Sochi Winter
Olympic Games were held. The transport
infrastructure in and around the city had
been radically revamped in the run-up
to the Games, and Mostotrest played
an active part in helping to shape a new
image for the capital city of the Games.
The Company's key projects during
these years included construction of
the new M-11 Moscow – St. Petersburg
Highway, sections of the M-4 “Don”
Highway and large-scale development
of transport infrastructure in Moscow.
Mostotrest has become the main
contractor for the construction of the
Kerch Strait Bridge, one of the most
ambitious and complex engineering
projects in modern Russia. The
construction of the road section of the
bridge is scheduled for completion in
2018.

Capital Market
In November 2010, Mostotrest completed an initial public offering (IPO).
The IPO proceeds totaled approximately US$405 million, reflecting business valuation by investors of US$1.8
billion.
In 2016, the Company successfully
placed its 10-year bond series for a total amount of RUB10 billion.
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KEY PROJECTS
M-11 MOSCOW – SAINT PETERSBURG
HIGHWAY CONSTRUCTION AND
SUBSEQUENT OPERATION

KERCH STRAIT BRIDGE CONSTRUCTION
2016-2018

M-4 DON HIGHWAY CONSTRUCTION
AND SUBSEQUENT OPERATION

RUB114.7 billion
Km 15 – km 58

RUB42.4 billion

km 58 – km 149

RUB63.1 billion

2016-2018

km 208 – km 258

RUB27.4 billion
RUB42.1 billion

2012-2014

km 334 – km 543

RUB122.7 billion

2014-2018

HIGHLIGHTS

RUB16.3 billion

2011-2013

Km 517 – km 544

2014-2018

km 258 – km 334

Km 492 – km 517
Voronezh Bypass

2012-2015

RUB14.7 billion

Novaya Usman
and Rogachevka Bypasses
2014–2016

Km 633 – km 715

RUB52.8 billion

Losevo and
Pavlovsk Bypasses
2016–2020

HIGHLIGHTS

HIGHLIGHTS

Combined road and rail bridge

Superstructures:

Road category: 1A

Road category: 1A and 1B

Road bridge:
•
Length (excluding approach embankments): 16.8 km
•
Number of piers: 287

•

Combined length of road segments: 469 km

Combined length of road segments: 141 km

Number of lanes: 2-5 in each direction

Number of lanes: 2-3 in each direction

266 bridges and overpasses with a total length
of 19 km; 26 traffic interchanges

61 bridges and overpasses with a total length of 6.1 km
4 traffic interchanges

20 toll collection stations.

5 toll collection stations.

Rail bridge:
•
Length (excluding approach embankments): 18.1 km
•
Number of piers: 307
Kerch Strait navigable span:
•
Length: 227 m
•
Height of arched spans: 45 m
•
Height above sea level: 35 m.

Road bridge arched span: combined system with
rigid bracing, inclined arch planes and flexible highstrength steel wire suspenders

•

Road bridge spans: steel-reinforced concrete 55 m
and steel 63 m

•

Rail bridge arched spans: arch with rigid bracing with
continuous trusses.

SPECIFICS
Longest bridge in Europe
Arched superstructures pre-assembled on a slipway,
maneuvered along a pier, loaded onto specially constructed
floating supports and transported to the fairway; arch lifting
required 16 hydraulic jacks with a lifting capacity of 650 tons
each.

SPECIFICS
Largest project in Russia in terms of technical complexity and
geography
Road bridge includes anti-seismic devices to ensure rigid
bracing between superstructures and support piers.

M-11 AND M-4:
All-in-one concept including modern highway and roadside
infrastructure integrated into an international transport
corridor
Life-cycle contract model with contractor responsibility for
road quality throughout the duration of long-term investment
contract.

IN ADDITION M-11:
Km 15 – km 58 head section of the Moscow - St. Petersburg
Highway is the first Russian road infrastructure construction
project based on the public-private partnership model (road
concession)
Some sections of the road embankment laid in complex
geological and hydrological conditions required a number
of special engineering solutions, including replacement of the
entire peat layer in marshy areas and installation of drilling and
driving pile fields with flexible grillage
Barriers to deter animals from entering the highway and
animal overpasses installed all along the route in nature
protection areas.
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BUSINOVSKAYA TRAFFIC
INTERCHANGE RECONSTRUCTION
2011-2015, Moscow

RUB17.2 billion

MOSCOW – SAINT PETERSBURG
HIGHWAY (NORTH THROUGHWAY)

MOSCOW – SAINT PETERSBURG
HIGHWAY (NORTH THROUGHWAY)

Businovskaya Interchange – Festivalnaya Street
Segment ), including Traffic Interchange at Intersection
with Festivalnaya Street

Festivalnaya Street – Dmitrovskoye Avenue Segment

2012-2014, Moscow

RUB20.8 billion

2016-2018, Moscow

CONSTRUCTION OF THE
NORTHWEST EXPRESSWAY
SOUTHERN SEGMENT
between Leningradskoye/Volokalamskoye Avenues
Traffic Interchange by Sokol Underground Station and
MRR/General Dorokhov Street Traffic Interchange
2012-2018, Moscow

RUB19.5 billion

RUB80+ billion

HIGHLIGHTS

HIGHLIGHTS

HIGHLIGHTS

HIGHLIGHTS

Unique 5-level traffic interchange in Russia

Total road length: 2.6 km

Total road length: 5.5 km

Combined length of road segments: 55+ km

Total road length: 1.6 km

Number of lanes: 4 in each direction (up to 2 in each
direction on the Festivalnaya Street – Taldomskaya
Street segment)

Number of lanes: at least 3 in each direction and up to
2 on elevated exits

5 river bridges with a total length of 1.1 km

Number of lanes: 4 in each direction and up to 2 on
elevated exit
16 overpasses with a total length of 3.5 km
Pier height: up to 35 m

19 overpasses with a total length of 4.3 km
Max pier length: >20 m.

Projected construction of 1 overpass and 1 passageway,
and widening of the existing Oktyabrskaya Railway
overpass on the MRR.

SPECIFICS

SPECIFICS

Construction in a dense urban environment, rearrangement
of existing utility networks and intersections with the MRR
and Oktyabrskaya Railway

Construction on city streets with continuous, uninterrupted
road and rail traffic, and high concentration of above-

Largest project in Moscow, allowing traffic bottlenecks
in a highly congested area, to be addressed providing an
entry point for the new Moscow - St. Petersburg Highway
on the Moscow side and improving access to Moscow
Sheremetyevo Airport
Unique construction technologies and modern equipment.
Specifically, construction of pier foundations with pilepressing machines near the main high-pressure gas pipeline;
cyclic longitudinal thrusting of monolithic superstructure
over the MRR; thrusting of superstructures on small-radius
curves; continuous concreting units on steel-reinforced
concrete superstructures; unique crane equipment with a
carrying capacity of 500 tons.
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ground and underground utility networks on the
construction site.

4 overpasses with a total length of 4.1 km
Pier height: up to 19 m
Projected construction of a 150 m railway overpass on
the Oktyabrskaya Railway connecting branch, a 100 m
bridge over the Likhoborka River and pump station.

SPECIFICS
Projected road to pass through a densely populated and

heavily industrialized area with a high concentration of
utility networks.

17 overpasses with a total length of more than 6 km
5 tunnels with a total length of 1.7 km
First-ever double-decker tunnel built in Moscow
Projected construction of a beam bridge with a 206.5 m
span, the biggest span for this bridge type in Russia.

SPECIFICS
Construction in the immediate vicinity of residential
buildings required replacement of window blocks for

noise protection, installation of a large number of noise
shields and deviation of the planned exit of one of the
overpasses away from housing
Construction on existing roads with continuous and

uninterrupted road traffic
Massive utility network rearrangement.
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KURORTNY AVENUE RELIEF ROAD
2009 – 2013, Sochi

RUB54.9 billion

ADLER – ALPIKA-SERVICE
COMBINED ROAD

MOSCOW AVIATION HUB
DEVELOPMENT

ROSTOV-ON-DON
“YUZHNY” AIRPORT CONSTRUCTION

2009 – 2012, Sochi

Sheremetyevo International Airport Runway 3
Construction

2014-2017, Rostov-on-Don

RUB13.4 billion

2015-2019, Moscow region

RUB14 billion

RUB25.2 billion

HIGHLIGHTS

HIGHLIGHTS

HIGHLIGHTS

HIGHLIGHTS

Total length: 16 km

4 road bridges up to 982 m in length

3,200x60 m runway with a drainage network

Class B airfield with full infrastructure

Number of lanes: 2 in each direction

4 railway bridges up to 973 m in length

5 overpasses with a total length of 4+ km

Road overpass with a length of 738 m

ICAO Category 3 meteorological and lighting
navigational aid equipment

3,600x45 m runway (4E according to ICAO classification;
Class II Airport)

Pier height: up to 24 m

3 railway overpasses up to 973 m in length

Taxiway network

Taxiway network with two high-speed off-ramps

6 two-lane tunnels with a total length of c. 10 km

Motorway junction with a length of 371 m.

Air traffic control center combined with West Sector
and East Sector emergency rescue stations

Apron with 45 aircraft parking places

1 bridge, 1 overpass and 3 split-level traffic
interchanges with a total length of c. 5 km.

2 x LOS-300 sewage treatment units with a combined
capacity of 300 m3/h
Culverts on the Klyazma (540 m) and Alba (520 m)
rivers, and the Klyuchi (1,960 running m) stream
Patrol road (14.6 km)
Perimeter fencing with security equipment (12.5 km)

Category 3 air traffic control center
Main emergency and rescue station for 4 fire trucks
First response emergency and rescue station for 2 fire
trucks
Aircraft de-icing sites
Sewage treatment facilities, drainage networks, utility
networks, lighting and meteorological equipment.

East Sector and West Sector aircraft de-icing sites.

SPECIFICS

SPECIFICS

SPECIFICS

SPECIFICS

Project significance for transport infrastructure of the
Sochi Olympic Games

Pioneering use in Russian railway construction of the
advanced technology of concreting monolithic prestressed
superstructures both on continuous scaffolds and using the
method of cyclic longitudinal overthrust

Architectural solution atypical for Russia: construction of a
60 m wide bridge for aircraft traffic at the intersection
of the existing Sheremetyevo Avenue with the
taxiway. New bridge to withstand all types of modern and

Greenfield construction. Runway, taxiway and apron
combined pavement area totals approximately 1 million
m2. The airport is expected to become one of the largest

Limited time of construction in a dense urban environment
Seismic construction area (8.5 points)
Long overpass with very high piers.
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All railway and road facilities are designed to operate in a
highly seismic area (up to 9 points).

prospective aircraft models.

airline hubs in southern Russia, opening up opportunities
for new domestic and international air links.
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BUSINESS MODEL
OPERATING ASSETS

MARKET ASSETS
• Participation in Russia’s largest
projects
• Significant backlog
• Reputation as a reliable contractor
• Strong competitive position

PREPARATION

CONSTRUCTION

SHAREHOLDERS

RELIABLE CONTRACTOR:

• General contracting expertise

• Project risk assessment

• Optimization of engineering solutions

• In-house and subcontracted
construction

• Planning and analysis

• Development of optimal execution
plan

• Completion within budget and on/
ahead of time

• In-house materials production
capacity

• Competitive offer documentation
development

• Construction management oversight

• Financially stable partner for cofinancing of long-term investment
contracts

• Pre-design optimization

• Attractive dividend returns

• Execution

• Deployed capacity near potential
project sites

MARKET
SHARE

14.6%

ASSETS

FINANCIAL
ASSETS

CUSTOMERS

20%

SHARE OF MATERIALS
PRODUCED IN-HOUSE

66%

SHARE OF IN-HOUSE
CONSTRUCTION VOLUMES

TYPICAL MOSTOTREST
DISCOUNT TO INITIAL
CONTRACT PRICE

94%

SHARE IN TOTAL
REVENUE

<1%

10%

BENEFICIARIES

Ensuring infrastructure quality at
concession operation stage

Wide range of competences and in-house capacity
instrumental in margin optimization

Infrastructure maintenance and
operation expertise a competetive
advantage in tenders for longterm
investment contracts

Professional and stable team ensuring
business success at all levels

Ability to reinvest concession revenue
in construction projects efficient risk
management at construction stage

PERSONNEL

DIVIDEND YIELD1

Ensuring infrastructure quality at
maintenance stage

VALUE
CREATION

Reputation as reliable, financially stable contractor
a competitive advantage in tenders

OF IFRS NET PROFIT
ALLOCATED TO DIVIDENDS

60%

MAINTENANCE
AND OPERATION

CONCESSION
OPERATIONS

INFRASTRUCTURE
USERS

EMPLOYEES

• Low leverage

• Outstanding engineering tradition

• Repair and overhaul

• Stable long-term cash flows

• Transport infrastructure development

• Biggest employer in industry

• Attractive cost of debt

• Management continuity: unchanged
management team over 10+ years

• Road maintenance

• Strong profitability

• Creation of high quality infrastructure
(incl. toll roads)

• Сareer growth opportunities

• Strongly backed by bond markets

• Solid staff retention

• Installation of traffic control
infrastructure, its repair and
maintenance

• High OHS standards

• Toll collection on behalf of
government customers

1.0 ×
10%
16

NET DEBT
EBITDA

WEIGHTED AVERAGE
COST OF BANK LOANS

≈ 4,500

ENGINEERS

3,700

KM OF ROADS
UNDER MAINTENANCE
CONTRACTS

60-70%

>6,000

BRIDGES

24%

GROSS MARGIN

TYPICAL EBITDA MARGIN LEVELS IN
CONCESSION PROJECTS

>300

TRAFFIC
INTERCHANGES

1

As of the date of the dividend amount approval by the Annual General Shareholder's Meeting on 29.06.2017.

7%
16%

SALARY GROWTH

INCREASE IN NUMBER OF
RETRAINED EMPLOYEES
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2017 RESULTS

2017 RESULTS

Dear shareholders, partners and colleagues:
Kerch Bridge Construction Project 2017 Status
Report:
• Sinking of piles for road and railway parts of
Kerch Bridge essentially completed: more than
6,500 out of 7,000 piles sunk (100% and 90%
for road and rail parts, respectively). In some
areas, the sinking depth has been as great as
105m, the equivalent of a 35-storey building.
Sinking depth in some areas as big as 105 m,
the equivalent of a 35-storey building

THE ART OF TRAFFIC FLOW MOVEMENT

• More than 460 out of 595 bridge piers completed (100% and 60% for road and rail parts,
respectively). Each pier is supported by between 6 to 95 piles, driven in either vertically
or slantwise. Angled piles increase bridge stability in the event of an earthquake

— CEO's and Chairman's Statement
— Market Overview
— Operating Results
— Financial Results

VLADIMIR VLASOV
Chief Executive Officer
Amid continuing economic difficulties in the country and amid sanctions that impose restrictions,
including on the Company's operations, we have
continued, as in previous periods, to increase our
construction volumes and maintain a consistently
high dividend payout to our shareholders.
In the reporting year, the largest revenue-generating project, which also delivered sound levels of
profitability was, undoubtedly, the construction
of the Kerch Bridge. For our team, this complex
project represented both a professional challenge
and a huge responsibility. During the construction of the Kerch Bridge, Mostotrest applied
and mastered a number of unique technologies.
In particular, in the autumn of 2017, a unique
seaborne operation was mounted to install the
bridge arches. For the first time in the history of
domestic bridge construction, super-sized structures weighing about 5,500 tons and measuring
227 meters each were installed at sea. In terms
of scale, climatic and hydrological conditions, the
operation was unprecedented in the history of
Soviet and Russian bridge building.
In 2017, funding for transport infrastructure
development continued to increase. The market

• Just over half, or 130,000 tons, of the total
250,000 tons of superstructure steel frames
have been fabricated (100% and more than
20% for road and rail parts, respectively). Road
part superstructures fully installed. Taman
“linked” with Kerch via a continuous line of
steel structures weighing a total of about
100,000 tons

grew by 24%, which was mirrored by the volume
growth of Mostotrest’s in-house operations.
Consequently, our 2017 market share remained
unchanged at 14.6%.
The volume of tenders held in 2017 increased by
8% to RUB539.6 billion. The largest tenders were
for the Central Ring Road (CRR) Start-Up Facility
No. 4 project (RUB108.3 billion, including VAT),
and the Kerch-Sevastopol highway segments construction and reconstruction projects (RUB149.3
billion, including VAT). We have historically not
been interested in the construction of the CRR
segments, and the recent tender was no exception. As for the additional volumes in Crimea,
we took the view that a one-off engagement in
a standalone region was risky, given we were at
peak capacity utilization on the construction of
the Kerch Bridge. All other projects were less than
RUB10 billion in value (in 2017 the actual average
road construction tender shrank in size by 42%),
and the Company did not take part in them, while
tenders for major Moscow-based projects were
delayed to 2018. This resulted in a decrease in our
backlog, which may be offset by new project wins
in the near future.
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The service segment continues to perform strongly, both in terms of volume dynamics and profitability. Revenues from our concession venture
also continue to grow. This confirms yet again the
soundness of our business diversification strategy
that was adopted a few years ago.
As for our financial results, despite a backdrop
of positive overall revenue dynamics (+19%), the
Group’s bottom-line performance was disappointing. We posted a fall in profits due to additional
cost factors incurred in the final construction stages on a number of large-scale projects, including

the 2018 World Cup infrastructure construction.
Profitability was also impacted by delays in making Moscow-based construction sites available
to the Group. We hope that in 2018 the Moscow
City Government will relaunch all the postponed
tenders in which we would like to participate and
which could significantly enhance our backlog. We
also expect that in 2018 a number of large-scale
projects that are currently under discussion will
come online, including the construction of a bridge
across the Ob River in Salekhard, the high-speed
Moscow-Kazan railroad and the Moscow Central
Diameter.

MARKET OVERVIEW
Government Customers and Government Budget Administrators:
RF Ministry of Transport

Federal Maritime and River Transport Agency

Federal Railway Agency

Federal Aviation Agency

Federal Road Agency

Federal Transport Oversight Agency

Key Government Programs:
RF Government Program “Transport System
Development”, including:
•
•

•

Federal Target Program “Development of
the Russian Transport System (2010 – 2020)”
Federal Target Program “Modernization
of the Russian Federation Single Aviation
System (2009–2020)”
Sub-programs:
-- Mainline Railway Transport

Reflecting the strong 9 months 2017 financial results
of the parent company under the Russian Accounting
Standards, the Board of Directors of Mostotrest for the
first time in the Company’s public history has decided
to recommend to the General Shareholders' Meeting an
interim dividend in the total amount of RUB2.4 billion.

-- Road Network
-- Civil Aviation and Air Navigation Services

-- Ensuring Implementation of the RF
Government Program “Transport System
Development”;
Government Program “Social and Economic
Development of the Far East and the Baikal
Region”
Federal Target Program “Social and Economic
Development of the Kaliningrad Region until
2020”
Federal Target Program “Social and Economic
Development of the Republic of Crimea and
the City of Sebastopol until 2020”.

-- Maritime and River Transport
-- Transport Sector Oversight

As for key areas of the Company's development, in
2017 Mostotrest delivered the following results:

-- Development of Civil Use of the
GLONASS System in the Transport
Sector

-- Public-Private Partnership Highway
Network Development

Business growth (revenue up 19%) and market share retention (14.6%), supported by sustained utilization of primarily in-house capacity
in high-quality projects

Transport infrastructure construction market, RUB billion (excl. VAT), %

Development and strengthening of its positions in key and related business segments on
the back of increased volumes and the performance of the transport infrastructure maintenance and operation segment (the Service
Segment revenue and gross margin grew by
4% and 1 pp, respectively), plus a significant
contribution to positive revenue dynamics from
its railway projects.

62%
21%
9%
8%

59%
27%
10%
4%

2016

VLADIMIR MONASTYREV
Chairman of the Board

2017

RUB455.0 billion

Roads and bridges

RUB544.7 billion

RUB156.5 billion

Rail

RUB243.9 billion

RUB64.8 billion

Airports

RUB90.9 billion

RUB60.8 billion

Ports

RUB36.5 billion

RUB737.1 billion

TOTAL

RUB916.0 billion

Source: EMBS Group report.
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2017 Key Objectives and Priority Activities
1. Increase accessibility and quality of passenger transport services:
Ensure rail and air passenger transportation
needs are met
Increase transport accessibility of the Republic
of Crimea and the federal city of Sebastopol

Improve government regulation regarding the
passenger transportation by road transport
and electric passenger vehicles in cities.

2. Build and manage transportation infrastructure activities for the FIFA Confederations Cup 2017 and
the FIFA 2018 World Cup being held in the Russian Federation:
Construction and reconstruction of transport
infrastructure in host cities of the FIFA
Confederations Cup 2017 and the FIFA World
Cup 2018

Organization of effective, comfortable and
timely transportation of spectators and
participants of the FIFA Confederations Cup
2017.

3. Develop transport infrastructure to boost economic growth and competitiveness of domestic goods
and services:
Develop federal highway network

Increase capacity of Russian seaports

Develop railway network

Develop airport network.

4. Increase reliability and safety of national transport system:
Improve quality of federal highways, city road
network in and road traffic management
system under the “Safe, Quality Roads”
priority project
Preserve qualitative characteristics of inland
waterways
Preserve characteristics of railway
infrastructure

Bring innovations to transport sector
Develop international cooperation in the field
of transport
Ensure that all government measures relating
to the transport sector (legal, economic, or
organisational) are properly implemented and
are sufficient to prevent the threat of unlawful
interference.

As part of the preparation for the 2018 World Cup,
construction and reconstruction of road segments
with a total length of 32.7 km were completed in
the Nizhny Novgorod, Rostov and Samara regions,
and in St. Petersburg.
In 2017, construction and reconstruction of 9
bridges were completed to replace existing bridges in poor condition.
In the federal highway maintenance segment,
a total of 8,855.9 km were renewed following
repair and maintenance, including 34,999 running
meters of bridges.
In the regional and municipal road segment, 1,816
km of roads were built and rebuilt, and 8,330 km
of roads repaired with federal budget funding.

M-4 “Don” highway segments with a total
length of 47.2 km (reconstruction)

Roads and Bridges
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Kerch Strait Bridge construction project: completed installation of all bridge support structures and superstructures.

Avtodor commissioned a total of 116.7 km of new
highway segments:

Deliverables by Segment

In 2017, the extent of public federal roads meeting
regulatory technical and operating requirements
increased by 4.2 thousand km to 41.2 thousand
km or 77.8% of their total size .

North-Caucasian Federal District: a 147 running
meters bridge across the Kuban River, including approaches with a total length of 0.6 km
on the A-155 Cherkessk - Dombai – Abkhasian
Border federal highway in the Karachay-Cherkess Republic

Public-Private Partnership (PPP) Road Network
Development

Maintain functional Russian border crossing
checkpoints

In 2017, 347.4 km (2016: 303.6 km) of newly built
and upgraded federal roads were commissioned,
including 230.7 km (2016: 214.0 km) by the Federal Road Agency and 116.7 km (2016: 89.6 km) by
Avtodor.

Far Eastern Federal District: construction
and reconstruction of segments of the federal highways “Lena”, “Kolyma”, “Ussuri” and
others, with a total length of 85.5 km, including bridges with a total length of 744.4 running meters

Projects commissioned in 2017:

M-11 Moscow – St. Petersburg highway km
208 – km 258 segment (Stage 4, Tver Region)
with a total length of 47.9 km (construction
and launch of toll-based operation).

Following major overhauls and repairs, in 2017
Avtodor put into operation, respectively, 46.3 km
and 270.3 km of federal highways.
As at the end of 2017, a total of 16 toll segments
with a total length of 815.7 km were put in operation, including 1 segment of the M-1 “Belarus” highway, 11 segments of the M-4 “Don” highway, 1 segment of the M-3 “Ukraine” highway and 3 segments
of the M-11 “Moscow – St. Petersburg” highway.
Under a long-term investment agreement on
the Central Ring Road (CRR) start-up facility
construction, the Zvenigorod bypass with a
total length of 3.6 km was opened to traffic in
November 2017. As for the remaining CRR startup facilities, in 2017 a concession agreement was
signed for the construction of Start-Up Facility 4,
and financing was provided under the concession
agreement for Start-Up Facility 3.

In absolute terms, total funding for
road and bridge construction and
maintenance, the key segment of the
transport infrastructure market, was
RUB544.7 billion, a 20% increase yearon-year.
The growth was primarily driven by an increase in
funding for the construction of the Kerch Bridge,
Russia's largest project in the segment, as well as
by the regional road network development and
highway maintenance and repair.

M-3 “Ukraine” highway 21.6 km segment (reconstruction)

Moscow transport hub: construction and reconstruction of federal highway segments with
a total length of 6.8 km, including bridges with
a total length of 1,475 running meters
St. Petersburg transport hub: construction and
reconstruction of federal highway segments with
a total length of 39.9 km, including bridges with
a total length of 69.7 running meters
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Share of public federal roads meeting regulatory
operating requirements, %

Federal road maintenanace and repair
expenditure, RUB billion (excl. VAT)

2017

2017

78

2016
64

199.3
197.8

2015

53

2014
2013

2016

71

2015

228.3

47

156.6

2013

In 2017, a total of 248.7 km (2016: 441.6 km) of additional mainline track and new railway lines were put
into operation as part of the following projects:
Modernization of the Baikal-Amur and Trans-Siberian railway infrastructure, and development
of throughput and carrying capacity (30.9 km)
Tobolsk – Surgut railway segment development (7.9 km)
Comprehensive reconstruction of the
M. Gorky – Kotelnikovo – Tikhoretskaya –
Krymskaya segment, including the Krasnodar
railway hub bypass (37.6 km)

191.3

2014

Railways

Comprehensive reconstruction of the Taman
Peninsula railway network (30.1 km)

Source: RF Transport Ministry.

Tenders
In 2017 103 tenders were conducted (2016: 55) for
a total of RUB539.6 billion1, an 8% year-on-year.
63% of the total volume of tenders went through
the Federal Road Agency. The largest project
was the contract to build the Kerch – Feodosiya –
Belogorsk – Simferopo – Bakhchisarai – Sevastopol
highway (RUB149.3 billion2), which tendered off in
the second half of the year.

In 2017 Avtodor concluded 6 investment contracts
totalling more than RUB141.7 billion1, including a
RUB108.3 billion concession agreement to finance,
construction and operate the Central Ring Road in
the Moscow Region (Start-Up Facility 4).
As most of the tenders were small-scale and the
number of large tenders was extremely limited, the
average tender size decreased significantly.

Comprehensive development of the Moscow
transport hub railway infrastructure (4.7 km)
Construction of the Prokhorovka – Zhuravka –
Chertkovo – Bataysk railway (Stage 1:
construction of the Zhuravka – Millerovo dualtrack electrified railway (137.5 km).

Commissioned additional main tracks and new
railways, km

2017

248.7

2016

441.6
118.8

2015

100.7

2014

73.9

2013

Source: RF Transport Ministry.

In preparation for the 2018 World Cup, work took
place to develop subway lines in the cities of
Nizhny Novgorod and St. Petersburg.

In 2017, total investment in railway infrastructure development increased by 56%
year-on-year to RUB243.9 billion, including on the back of increased RZD spending
on the above projects.
Airports

Average road construction tender size,
RUB billion (incl. VAT)

Road construction tender structure by customer,
RUB billion (incl. VAT)
539.6
500.7

2017

5.2

58.8
75.2

2016

9.1

City of
Moscow

117.7
339.1

Federal Road
Agency
Avtodor

2014
2013

5.8

307.8
141.7

4.0
2016

2017

Source: RF official public procurement website http://zakupki.gov.ru.

Infrastructure development fully completed at
the airports of Gumrak (Volgograd), Koltsovo
(Yekaterinburg), as well as key facilities (runways, taxiways, aprons) at Strigino (Nizhny
Novgorod), Khrabrovo (Kaliningrad), Kurumoch (Samara) and Saransk
Reconstruction launched at the airports of Yakutsk (Stage 3: Paved Runway 2), Tiksi, Srednekolymsk and Sakkyryr (Republic of Sakha
(Yakutia)) and Norilsk (Stage 2: reconstruction
of aprons)
Reconstruction of airfield infrastructure in
Norilsk (Stage 1: Runway), Khabarovsk, Nizhnekamsk, Zeya, Kyzyl and Ulyanovsk.

1
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Commissioned runways, units

6

6
4

2017 Results

8.63

2015

In 2017, 26 Russian airports were under construction
and reconstruction. 6 runways were put into operation following reconstruction (2016: 2) at the airports of Rostov-on-Don (part of the new “Platov”
Airport), Saransk, Yekaterinburg, Kyzyl, Krasnodar
(Pashkovsky) and Chokurdakh.

Incuding VAT. Customers: Avtodor, Federal Road Agency and City of Moscow. RF official public procurement website http://zakupki.gov.ru.

2

Including VAT. Combined value of two contracts related to Kerch – Feodossia – Belogorsk – Simferopol – Bakhchisarai – Sebastopol road, tendered off by
the Republic of Crimea State Road Service (RUB137.3 billion) and the City of Sebastopol Road and Transport Infrastructure Development Department
(RUB12.0 billion).

3

Including Kerch Bridge construction contract.

2
0
2013

2014

2015

2016

2017

Source: RF Transport Ministry.

In 2017, total investment in airport
infrastructure development was
RUB90.9 billion, a 40% increase
year-on-year.

New Rostov-on-Don “Platov” Airport construction project was completed ahead of the 2018
World Cup.
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Seaport and Inland Waterway Infrastructure
In 2017, throughput capacity of Russian seaports increased by 22.0 million tons, mainly driven by improvement works at the seaports of the Arctic and
Baltic basins. Key projects included:
Modernization of light oil products shipment
berths 3 and 4 in the seaport of Primorsk, resulting in a 11 million tons increase in the Primorsk Commercial Port LLC light oil products
transshipment capacity
Commissioning of Sabetta seaport infrastructure with a design capacity of 6 million tons.

The following projects were implemented to improve overall safety of inland navigable waterway
infrastructure:
Reconstruction of the White Sea-Baltic Canal
waterworks (Sluice 9)

Road network - key recipients of government
funding, RUB billion (incl. VAT)

316.4

Completion of regulation structures as part of
the integrated project for reconstruction of the
Yenisei River Basin waterworks and waterways.

49.1

152.1

2018

Reconstruction of the North-Dvina sluice system (Sluice 5)
Completion of 7 river bars as part of the integrated project “Reconstruction of Regulation
Structures of the Lena River Basin”

43.6

199.5

Expected road construction tenders,
RUB billion (incl. VAT)

124.7

2018

269.4

189.9

61.5

147.7

123.1

2017

58.9

2017

Road Repair and Maintenance

Avtodor		

Road Construction and Reconstruction

City of Moscow

Kerch Bridge Construction
City of Moscow Transport Infrastructure Development

In 2017, total investment in seaport and inland waterway infrastructure development
continued to decline and amounted to RUB36.5 billion, a 40% decrease year-on-year.

Source: RF Transport Ministry, City of Moscow official
investment website www.investmoscow.ru.

Source: RF official public procurement website http://zakupki.
gov.ru, Avtodor website www.russianhighways.ru, City of Moscow
2017-2020 Target Investment Program of 27 February 2018.

PPP Road Network Development

2018 Industry Outlook

M-4 “Don”: km 1,119.5 – km 1,195 (75.5 km)

Federal Road Network Development
In 2018, segments of federal highways with a
total length of 854.3 km are expected to be
put into operation following construction and
reconstruction, a 2.5 times increase year-on-year,
including 275.7 km (+19.5% year-on-year) of roads
managed by by the Federal Road Agency.

the bridge in 2018), and highway construction

At the same time, there continues to be a strong
focus on priority projects like the Kerch Bridge
scheme in the Krasnodar Region (expected to
open to vehicle traffic on the road section of

Implementation of road network development

and renewal of segments of the federal highway
network in the Far East, the North Caucasus, the
Moscow and St. Petersburg transport hubs and
other areas.

programs is expected to increase the share
of the road network conforming to regulatory
requirements in 2018 to 82.6% (2017: 77.8%).

In 2018, Avtodor is expected to put into
operation 578.6 km (5x increase year-on-year)
of highways, including completion of the M-11
Moscow – St. Petersburg highway (446.2 km)
and commissioning of 125.9 km of the CRR in the
Moscow region.
At the end of 2018, the length of toll highway
network managed by Avtodor is expected to
increase to 1,459.0 km. During 2018, incremental
toll network expansion is expected to be 643.3
km, driven by commissioning of the following tollbased highway segments:

M-4 “Don”: km 1,195 – km 1,319 (124.0 km)
M-11 Moscow – St. Petersburg: km 334 – km 543
(Stage 6; 217.1 km)
M-11 Moscow – St. Petersburg: km 543 – km 646
(Stage 7; 103.4 km)
M-11 Moscow – St. Petersburg: km 646 – km 684
(Stage 8; 34.2 km)
M-11 Moscow – St. Petersburg: km 58 – km 97
(Stage 1; 38.1 km)
M-11 Moscow – St. Petersburg: km 97 – km 149
(Stage 2; 50.9 km).
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OPERATING RESULTS

Additional Main Tracks and New Railways Development
In 2018, 231.9 km of additional mainline track
and new railroads are expected to be put
into operation (2017: 248.7 km), including the
following projects:
Development and upgrade of the railway
infrastructure on the approaches to ports of
the Azov Sea – Black Sea
Construction of the western bypass of
the Volga railroad Saratov hub, including
strengthening of the Lipovsky – Kurdyum
railway segment
Organization of high-speed passenger train
traffic on the Oktyabrskaya railway
St. Petersburg – Buslovskaya segment
Construction of the Tommot – Yakutsk (Nizhny
Bestyah) Start-Up Facility on the Berkakit –

Tommot – Yakutsk railroad in the Republic of
Sakha (Yakutia)
Development of the Moscow transport hub
Development and upgrade of railway
infrastructure on the approaches to ports of
the North-Western basin
Modernization of railway infrastructure of
the Baikal-Amur and Trans-Siberian railways,
including development of throughput and
carrying capacity

Key Commissioned Projects
In 2017, Mostotrest completed and commissioned
a total of 13 projects, including approximately
62.9 km of built, rebuilt and repaired roads and
bridges, and approximately 1 million m2 of new
airfield pavement (total length of runways: 3,600
running meters).

Completion of the Kerch Bridge construction.
As part of the preparation program framework
for the 2018 World Cup, subway development
projects are designated for completion in the
cities of Nizhny Novgorod and St. Petersburg.

2017 Key commissioned1 projects, RUB billion (excl. VAT)
Project

Airport Network Development
2018 Key Priorities:
Completion of airport reconstruction in those
cities hosting the 2018 World Cup
Reconstruction of airfield infrastructure at
the Sheremetyevo and Domodedovo airports
in Moscow, as well as in Kaliningrad, Nizhny
Novgorod, Samara and Yekaterinburg
Reconstruction of airports in the Far Eastern
Federal District, the Baikal Region and the
Arctic Zone

Reconstruction of airfield infrastructure of
the airports of Yakutsk, Khabarovsk, Magadan
(Stage 2), Norilsk, Ulan-Ude, Srednekolymsk,
Sakyryr, Tiksi, Ossora, Zeya, Bomnak,
Ekimchan, Veliky Ustyug and Solovki.
10 airport runways are expected to be
commissioned following reconstruction in 2018.

Contract value

M-11 Moscow – St. Petersburg Highway Segment 4 (km 208 – km 258) construction

27.42

Rostov-on-Don South (“Yuzhny”) Airport construction

14.2

Nizhny Novgorod – Shakhunya – Kirov road Volga River bridge construction in Nizhny
Novgorod Region

10.9

Reconstruction of Don River bridge at Voroshilov Avenue junction in Rostov-on-Don

5.0

Backlog Dynamics
Tenders for infrastructure construction projects
held by government customers in 2017 totaled
RUB539.6 billion1, an 8% increase year-on-year.
The largest tendered projects were the Central
Ring Road (CRR) Start-up Facility 4 (RUB108.3
billion3), and construction and reconstruction
of segments of the Kerch-Sebastopol Highway
(RUB149.3 billion2).
Mostotrest has historically not participated
in projects for the construction of the CRR
segments. As for additional volumes offered to
the market in Kerch, the Company judged such
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In 2017, the Company's service franchise repaired
a total of 294.4 km of roads and 3.7 thousand
running meters of bridges and other elevated
structures. At the end of the reporting period, the
total length of the highway network maintained
by Mostotrest-Service was approximately
3.7 thousand km.

significant engagement in a standalone region as
risky, given its current peak capacity utilization
in the construction of the Kerch Strait Bridge.
Also, considering that all other tendered projects,
in which Mostotrest chose not participate, were
less than RUB10 billion (the average tender size
in road construction fell by 42% in 2017), and
major Moscow-based tenders were postponed
to 2018, the Company's backlog declined by 31%
to RUB288.1 billion, compared to the beginning
of the reporting period, after the addition of new
projects in the construction segment for a total of
RUB65.8 billion (RUB77.6 billion including VAT).

1

Commissioned projects are defined as projects accepted and signed off by customers. Date of completion under this definition may differ from that
established for IFRS revenue accounting purposes, as well as from the date of actual opening to traffic.

2

Project commissioned and opened to traffic in December 2017. The balance amount of RUB4.4 billion recorded in the backlog represents volumes, for
which no post-completion documentation was yet signed as at 31 December 2017.

3

Incuding VAT. Customers: Avtodor, Federal Road Agency and City of Moscow. RF official public procurement website http://zakupki.gov.ru.

4

Including VAT. Combined value of two contracts related to Kerch – Feodossia – Belogorsk – Simferopol – Bakhchisarai – Sebastopol road, tendered off by
the Republic of Crimea State Road Service (RUB137.3 billion) and the City of Sebastopol Road and Transport Infrastructure Development Department
(RUB12.0 billion).
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2017 Key backlog additions, RUB billion (excl. VAT)

Key projects in the backlog as at 2017 year-end

Project

Contract
Value
(RUB billion2)

Scheduled
Completion

% of Completion

Estimated
Backlog (RUB
billion)

Company
Role

Construction of km 633 – km 715 segment (Losevo and Pavlovsk
Bypass) of M-4 “Don” Highway

52.8 3

2020

9%

47.9

General
Contractor

Kerch Bridge construction

114.74

2018

62%

43.2

Subcontractor

Construction of Segment 1 (km 58 – km 97) and Segment 2
(km 97 – km 149) of М-11 “Moscow – St. Petersburg” Highway

63.173

2018

34%

41.7

General
Contractor

Construction of the Vladivostok-Nakhodka Highway section
(km 18 - km 40) in Primorsky Region

17.5

2020

16%

14.7

General
Contractor

Construction of Runway 3 at Sheremetyevo International Airport

25.24

2019

44%

14.1

General
Contractor

Construction of M-7 “Volga” Federal Highway MRR exit on the
MRR – km 60 segment (Balashikha and Noginsk bypasses);
construction site preparation

11.2

2019

0%

11.2

General
Contractor

Maintenance, repair and toll-based operation of Vyshny Volochok
Bypass on M-11 “Moscow – St. Petersburg” Highway (km 258 - km 334)

10.5

2033

11%

9.4

General
Contractor

122.73

2018

93%

8.0

General
Contractor

Construction of Solntsevo – Butovo – Vidnoye route between
Kiyevskoye and Kaluzhskoye Avenues

21.8

2018

65%

7.5

General
Contractor

Construction of Festivalnaya St. – Dmitrovskoye Av. segment of
М-11 “Moscow – St. Petersburg” Highway

20.8

2018

66%

7.1

General
Contractor

Stage 2 Sheremetyevo International Airport reconstruction

6.6

2018

21%

5.2

General
Contractor

Construction of Section 4 (km 208 – km 258) of M-11 “Moscow –
St. Petersburg” Highway

27.4

2018

84%

4.45

General
Contractor

Construction of a bridge across the Volga River, aligned on Vernov
Street in Dubna, Moscow region

7.4

2019

42%

4.3

General
Contractor

Reconstruction, maintenance and repair of km 492 – km 517 section
(Voronezh Bypass) of М-4 “Don” Highway

4.4

2029

6%

4.2

General
Contractor

Maintenance and repair of road sections and bridges on M-4 “Don”
Highway segment (km 225 – km 633)

9.2

2021

56%

4.1

Subcontractor

M-4 “Don” Highway km 1,036 – km 1,072 segment (Aksai Bypass)
construction site preparation

4.1

2020

0%

4.1

General
Contractor

Maintenance, repair and operation of M-4 “Don” Highway km
517 – km 544 segment (N. Usman and Rogachevka bypasses)

2.9

2036

2%

2.8

General
Contractor

Reconstruction of Khabarovsk Novy Airport

7.0

2018

60%

2.8

General
Contractor

Reconstruction of bridge across the Volga River at km 176 of М-10
“Russia” Highway (Stage 2)

6.5

2019

61%

2.5

General
Contractor

Reconstruction of Norilsk Airport

5.1

2018

51%

2.5

General
Contractor

46.7

General Contractor/ Subcontractor

Contract value

Stage 1 construction of Prokhorovka – Zhuravka – Chertkovo – Bataisk railway.
Dual-track electric Zhuravka – Millerovo segment

12.6

Construction of M-7 “Volga” Federal Highway MRR exit on the MRR – km 60 segment
(Balashikha and Noginsk bypasses); construction site preparation

11.2

Stage 2 Sheremetyevo Airport reconstruction, Moscow Region

6.6

M-4 “Don” Highway km 1,036 – km 1,072 segment (Aksai Bypass) construction site
preparation

4.1

Solntsevo – Vidnoye – Butovo road. Construction site preparation and relocation of utility
networks. Bridge construction

3.9

Backlog Structure
While bridge and road construction projects still
represent the bulk of the backlog, their share
declined to 76% in 2017. At the same time, the
share of airfield and airport construction projects
increased from 7% to 10%. In 2017, the backlog
for the first time in a long while expanded with
the addition of a major railway infrastructure
construction contract, which was almost entirely
completed in the reporting period. Also, all
volumes related to the construction of the railway
segment of the Kerch Bridge, which represent
over 50% of the contract, are included in the
segment “Road and Bridge Construction”, as
costs associated with such volumes are recorded
as part of the overall project cost.
At the end of 2017, the main regions of Mostotrest
operations were the Central and Southern Federal
Districts, with a combined backlog share of 89%.
The Far Eastern Federal District represented 6% of
the backlog as at the end of the reporting period.
Backlog structure by customer type, %
50%
26%
17%
3%

Backlog structure by business segment1, %

Construction of Section 6 (km 334 – km 543) of M-11 “Moscow –
St. Petersburg” Highway

76%
13%
10%
1%

Construction of roads and briges
Services
Construction of airports and airfields
Construction of other facilities

Backlog structure by geography, %, %
71%
18%
6%
5%

Other projects
State corporation

Regional and
municipal autorities

Central

North-Western

Federal state agencies

Privatе customers

Southern

Other

Total
2

Excluding VAT.

3

Contract price includes a fixed component for the construction stage only, as final base price of the operating stage is calculated annually based on a
number of coefficients.

Source: Company data.

1
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Excluding corporate eliminations.

288.1

4

Contract price was increased as a result of signing supplemental agreements during 2017.

5

Project commissioned and opened to traffic in December 2017. The balance amount of RUB4.4 billion recorded in the backlog represents volumes, for
which no post-completion documentation was yet signed as at 31 December 2017.
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FINANCIAL RESULTS

In-House Production Capacity
In-house production that covers a significant
proportion of the Group’s total construction
materials needs, creates additional competitive
advantages for the Group:

2017 Mostotrest group in-house production
of materials
2016

2017

Through cost control, which is particularly
relevant amid high inflationary expectations

Commercial concrete, sandcement mixes, '000 m3

1,098

989

Through the guarantee of uninterrupted and
rapid delivery of construction materials to
project sites.

Prefabricated and reinforced
concrete products, '000 m3

61

70

Steel structures, '000 t

47

67

1,259

1,998

179

532

Located in Moscow and Tula, Mostotrest's two
production sites produce concrete, duct tubes
and deck girders, steel structures, bearings and
expansion joints. TSM’s mobile industrial plant
placed at construction sites supply the Group with
asphalt and cement concrete products.
In 2017, in-house production volumes increased
across a range of products (+23% in absolute
terms), driven by active implementation of major
contracts, in particular, construction of the Kerch
Bridge.
In 2017, the cost of raw materials, construction
materials and component parts accounted for 27%
of the Group's total production cost.
In-house production of concrete and sand-cement
mixes, prefabricated concrete and reinforced
concrete products, as well as asphalt concrete,

Asphalt concrete, '000 t

2016
Revenue

Share of on-house production in total cost of
materials was 20%.

in the previous period, driven by the launch of
construction of a number of large facilities, the
Company was able to reduce its capex in 2017.
In 2017, total capex was RUB6.3 billion, a 30%
decrease year-on-year.

2017

Change

175,198

207,775

32,577

19%

(148,445)

(184,171)

(35,726)

24%

26,753

23,604

(3,149)

(12%)

15.3%

11.4%

924

1,400

476

52%

(10,089)

(11,953)

(1,864)

18%

Other expenses

(3,467)

(4,224)

(757)

22%

Profit from operating activities

14,121

8,827

(5,294)

(37%)

Operating profit margin, %

8.1%

4.2%

Finance income

3,470

3,172

(298)

(9%)

Finance costs

(7,397)

(5,578)

1,819

(25%)

Share of profit/(loss) of equity accounted investees

(1,866)

(1,268)

598

(32%)

8,328

5,153

(3,175)

(38%)

Profits tax expense

(3,315)

(2,133)

1,182

(36%)

Profit for the period

5,013

3,020

(1,993)

(40%)

2.9%

1.5%

18,094

15,034

10.3%

7.2%

Cost of sales
Gross profit

Other income
Administrative expenses

completely covered the Company's needs in such
materials. In-house production coverage of the
Group's needs in steel structures decreased from
38% in 2016 to 32% in 2017, due to an increase
in required volumes in 2017 (on the back of the
active stage of construction of the Kerch Bridge,
the Group’s total consumption of steel structures
surged by 68%).

in road repair and maintenance, the Group's road
services franchise maintained positive dynamics,
posting a 4% increase in revenue and 9% gross
profit growth.

Key financial results, RUB million

Gross margin, %
Stone Mastic Asphalt, '000 t

Investment in new Vehicles, Machinery and Equipment
In 2017, Mostotrest continued to invest in
development of its own fleet of vehicles,
machinery and equipment, as part of a program
to upgrade and expand the production base.
As a result of the significant increase in capex

Mostotrest reaffirmed its position as the market
leader in 2017, delivering a significant increase in
revenue and retaining market share. Supported by
the continued growth of government investment

Profit before income tax

Profit margin, %

EBITDA
EBITDA margin, %

(1,4%)

(3,060)

(17%)

Capex structure, %

55%
30%
8%
4%
3%

Building equipment
and transportation facilities
Other investments1
Buildings and structures
Fixed assets under construction
Real estate

1
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Other investments special auxiliary structures and equipment, including those for launching superstructures, deployed mainly during construction of the Kerch Bridge.
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Revenue1
The bulk of the Group's revenue is income
derived from construction, road maintenance
and operation services, and sale of construction
materials.
In the reporting period, the Group's revenue grew
19% year-on-year, driven by increased volumes of
construction and assembly operations.
Construction and assembly volumes increased
in large-scale projects such as the construction

Airfields and Airports Construction
of the Kerch Bridge, construction of segments
1 and 2 (km 58 – km 149) of the M-11 “Moscow –
St. Petersburg” Highway, and the building of the
Zhuravka-Millerovo railway line in the Voronezh
and Rostov regions.
In-house volumes2 and subcontracted volumes3
increased by 23% and 11%, respectively. At the
same time, the share of subcontracted volumes4
decreased by 3 percentage points on a like-forlike basis, to 34% in the reporting period.

At RUB18.6 billion, revenue from construction of
airfields and airports remained broadly unchanged
year-on-year.
A reduction in volumes in such projects as the
construction of the Rostov-on-Don South
(“Yuzhny”) Airport, as the project entered the final

stage of execution, was offset by increased volumes in other projects, including the reconstruction of Runway 3 at the Sheremetyevo Airport in
Moscow, as well as additional new projects, such
as the start of Stage 2 reconstruction of the
Sheremetyevo Airport in Moscow.

Railway Infrastructure Construction
Revenue from railway infrastructure construction
increased 4.2 times for RUB7.3 billion, from RUB2.3
billion in 2016 to RUB9.6 billion in the reporting

period. The increase in revenue was associated
with the construction of the Zhuravka – Millerovo
railway in Voronezh and Rostov regions.

Revenue by type of construction project and services, RUB million
2016

2017

Other infrastructure5 construction

Change

Revenue from contracts for construction of:
- bridges and highways

130,610

162,478

31,868

24%

- airfields and airports

18,766

18,550

(216)

(1%)

- railway infrastructure facilities

2,271

9,558

7,287

n/a

- other facilities

8,317

1,855

(6,462)

-78%

159,964

192,441

32,477

20%

12,056

12,713

657

5%

Other revenue

3,178

2,621

(557)

-18%

Total revenue

175,198

207,775

32,577

19%

Total revenue from construction contracts
Revenue from maintenance and repair of roads

Bridges and Highways Construction
In the reporting period, revenue from road and
bridge construction increased by 24% or RUB31.9
billion, to RUB162.5 billion (2016: RUB130.6 billion), driven by increased construction and assembly volumes.
The increase in construction and assembly volumes
was driven by construction rates in a number of
large-scale projects (construction of the Kerch
Bridge, construction of segments 1 and 2 (58 km –
149 km) of the M-11 “Moscow – St. Petersburg”
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Highway, construction of a segment of the North
Throughway between Festivalnaya Street and Dmitrovskoye Avenue in Moscow, construction of the
633 km – 715 km segment of the M-4 “Don” Highway in Losevo and Pavlovsk, as well as the launch
of construction in several new projects (construction of a Volga River bridge in Dubna in Moscow
Region, the Kaluga Tunnel construction in Moscow,
and construction of the 18 km – 40 km segment of
the Vladivostok – Vostochny Port road.

Revenue from construction of other infrastructure
dropped significantly, by RUB6.4 billion, from
RUB8.3 billion for 2016 to RUB1.9 billion in the
reporting period.
The decrease in revenue in the segment was due to
the completion of construction of office centers in

St. Petersburg in 2016, and of several industrial and
civil facilities and station complexes Belomorsky
and Khovrino of the Zamoskvoretskaya metro line
in Moscow in 2017. In the reporting period, volumes
under new contracts for construction of other
infrastructure, concluded in 2017, were immaterial.

Road Maintenance and Repair
Revenue from road maintenance and repair increased
by 5% or RUB0.6 billion, from RUB12.1 billion for 2016
to RUB12.7 billion in the reporting period.

Revenue growth in the segment was mainly driven
by increased repair volumes on segments of the
M-4 “Don” Moscow – Novorossiysk Highway.

Other revenue
In the reporting period, other revenue decreased
by 18%, or by RUB0.6 billion, to 2.6 billion (2016:
RUB3.2 billion), driven by a decrease in sales of
finished goods to third-party contractors engaged

in construction of the Kerch Bridge.

Cost of sales
The Group's cost of sales increased by 24%, or
RUB35.7 billion, from RUB148.5 billion for 2016 to
RUB184.2 billion in the reporting period. Cost of
in-house volumes6 and subcontracted volumes7
increased by 34% and 11%, respectively. Growth in

the cost of in-house volumes was mainly caused
by an increase in costs of raw and construction
materials, personnel, machinery, equipment, transport and labor services provided by third parties
and other expenses.

1

The Group recognizes revenue from long-term construction contracts according to the percentage-of-completion methodor only to the extent of
recoverable costs incurred when the outcome of a construction contract cannot be estimated reliably. If the revenue under the construction contract is
recognized to the extent of recoverable costs incurred, the accumulated profit under this contract is recognized as of the completion date of the facility.

2

In-house volumes are calculated as revenue net of cost of subcontractor services.

3

Subcontracted volumes equal cost of subcontractor services in the Group's total cost of sales.

6

Cost of in-house volumes is calculated as the Group's total cost of sales less cost of subcontractor services.

4

The share of subcontracted volumes is calculated as the ratio of cost of subcontractor services to revenue.

7

Cost of subcontracted volumes equals the cost of subcontractor services in the Group's total cost of sales.

5

Includes construction of hydro infrastructure, as well as other non-core infrastructure, including construction of buildings, sports and culture facilities, metro
lines, pedestrian overpasses, etc.
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Gross Profit and Gross Margin

Cost of sales, RUB million
2016

2017

Change

Services of subcontractors

64,227

71,571

7,344

11%

Materials

36,537

49,618

13,081

36%

Personnel expenses

20,061

22,905

2,844

14%

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

6,270

12,742

6,472

n/a

Depreciation and amortisation

5,496

6,999

1,503

27%

Design works

1,727

2,606

879

51%

Bank guarantees

2,487

2,321

(166)

(7%)

Insurance

1,111

1,191

80

7%

Other

10,529

14,218

3,689

35%

Total

148,445

184,171

35,726

24%

Gross profit decreased by 12% or by
RUB3.1 billion, from RUB26.8 billion for 2016 to
RUB23.6 billion in the reporting period, driven by
increased construction volumes. The Group's
gross margin was 11.4% in the reporting period,
against 15.3% for the same period last year.

The adjustment was due to an increase in the
cost of in-house volumes3 at a rate outstripping
in-house volumes1 growth.

Administrative Expenses4
Against the backdrop of a 19% increase in revenue,
the Group's administrative expenses increased by
18%, from RUB10.1 billion for 016 to RUB12.0 billion
in the reporting period. The share of
administrative expenses in revenue was broadly
unchanged at 9%.

An increase in staff costs of 18% or RUB1.3 billion,
from RUB7.5 billion for 2016 to RUB8.8 billion in
the reporting period was driven by an 9% increase
in headcount, salary increase and the payment of
bonuses due for reduction of some large projects
terms.

Administrative Expenses, RUB million
An 11% increase in the cost of subcontracted volumes of RUB7.4 billion, from RUB64.2 billion for
2016 to RUB71.6 billion in the reporting period,
was associated with an increase in revenue from
subcontracted volumes.
An increase in the cost of materials of 36% or
RUB13.0 billion, from RUB36.6 billion for 2016 to
RUB49.6 billion in the reporting period was driven by a 23% increase in in-house volumes1, a 8%
increase in weighted average prices for materials2
and the execution of more material-intensive
operations in the reporting period.
A limited rise in staff costs of 14% or RUB2.8 billion, from RUB20.1 billion for 2016 to RUB22.9 billion in the reporting period amid strong in-house
volumes1 dynamics was achieved on the back of
increased labor efficiency. Labor productivity
increased by 14%, while total staff costs and average salaries were up 8% and 6%, respectively.

The machinery, equipment, transport and labor
services provided by third parties increased 2x, or
by RUB6.4 billion, from RUB6.3 billion for 2016 to
RUB12.7 billion in the reporting period driven by
the faster pace of construction in a number of key
projects including the construction of the segments of the M-11 “Moscow - St. Petersburg” Highway. To perform specific types of work during the
peak load, the Company decided to rent rather
than purchase specialized vehicles and equipment, given the risk of downtime in the future.
An increase in other expenses by 35% or RUB3.7
billion, from RUB10.5 billion for 2016 to RUB14.2
billion in the reporting period was mainly driven by
an increase in additional costs due to postponed
delivery of projects, caused, among others, by
delays in making construction sites duly available
to the Company (airport infrastructure projects
and several Moscow-based projects), as well as by
growth in public services in the Platon Project.

2016

2017

Personnel expenses

7,452

8,781

1,329

18%

Third party services

603

823

220

36%

Depreciation and amortisation

312

351

39

13%

Materials

285

292

7

2%

Rent expense

165

191

26

16%

Taxes (other than income tax)

259

303

44

17%

Social expenses

285

364

79

28%

Insurance

173

152

(21)

-12%

Business trip expenses

153

165

12

8%

Other

402

531

129

32%

Total

10,089

11,953

1,864

18%

Other Income and Expenses
Other revenue increased by 52% or RUB0.5 billion,
from RUB0.9 billion for 2016 to RUB1.4 billion in the
reporting period. The increase was mainly driven
by increased revenue from leases, and
capitalization of surplus inventory following
dismantlement of fixed assets.

36

1

In-house volumes are calculated as revenue net of cost of subcontractor services.

2

Calculated as the difference between the cost of materials purchased in the reported period by the prices of the reported period and the cost of materials
purchased in the comparable period by the prices of the comparable period.

Change

An increase in other expenses by 22% or RUB0.7
billion, from RUB3.5 billion for 2016 to RUB4.2
billion in the reporting period was mainly driven by
an increase in losses from disposals of fixed assets,
and inventory shortfalls.

3

Cost of in-house volumes is calculated as the Group's total cost of sales less cost of subcontractor services.

4

Administrative expenses include personnel expenses, expenses for consulting and audit services, social expenses and other administrative expenses.
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Share in Losses of Equity Accounted Investees

EBITDA1
EBITDA decreased by 17% or by RUB3.1 billion,
from RUB18.1 billion for 2016 to RUB15.0 billion in
the reporting period, driven by a decrease in

gross profit and increase in administrative
expenses. EBITDA margin was 7.2% compared
with 10.3% for 2016.

Share in losses of equity accounted investees
decreased by RUB0.6 billion from RUB1.9 billion for
2016 to RUB1.3 billion in the reporting period, due
to the decrease in losses of the joint venture man-

Financial Income and Expenses2
The Group's financial income decreased by 9% or
RUB0.3 billion, from RUB3.5 billion for 2016 to
RUB3.2 billion in the reporting period, due mainly
to a decrease in cash available for deposits in
2017, compared with 2016, as well as lower
interest rates on bank deposits. The decrease was
partly offset by an increase in interest income on
long-term investment contracts, driven by an
increase in capital allocated in the reporting
period to the implementation of such contracts,
as well as a change in the share of non-controlling
participants.

Profit Tax Expense
The Group's financial expenses decreased by 25%
or RUB1.8 billion, from RUB7.4 billion for 2016 to
RUB5.6 billion in the reporting period. The
reduction was due to a decrease in interest
expenses, following a significant reduction in
interest rates on bank loans. The reduction of net
financial expenses was also associated with a
change in the share of non-controlling
participants in profits and losses of a subsidiary,
due to a loss posted by the subsidiary in the
reporting period, compared to a profit in the
previous year.

Financial income and expenses, RUB million
2016

2017

970

1,524

554

57%

1,315

1,045

(270)

(21%)

Interest income on bank deposits

660

245

(415)

(63%)

Effect of discounting of financial assets

472

81

(391)

(83%)

0

268

268

100%

Other finance income

53

9

(44)

(83%)

Total finance income

3,470

3,172

(298)

(9%)

(5,693)

(4,312)

1,381

(24%)

Interest expense on finance leases

(924)

(828)

96

(10%)

Effect of discounting of financial liabilities

(193)

(438)

-245

n/a

Change in non-controlling interest

(587)

0

587

(100%)

Total finance costs

(7,397)

(5,578)

1,819

(25%)

Net finance costs

(3,927)

(2,406)

1,521

(39%)

Interest income on loans given

Change in non-controlling interest

Profit tax expense decreased by 36% or by
RUB1.2 billion, from RUB3.3 billion for 2016 to
RUB2.1 billion in the reporting period, driven by a
significant decrease in taxable profits in the
reporting period. The effective income tax rate,

adjusted for changes in the share of non-controlling interest and profits and losses of associated companies, increased from 31% up to 35% in
the reporting period due to increase of non-deductible for tax purposes expenses.

Profit
Profit decreased by 40% or by RUB2.0 billion, from
RUB5.0 billion for 2016 to RUB3.0 billion in the
reporting period, driven by a decrease in gross profit and increase in administrative expenses partially

offset by a decrease in net financial costs, losses of
equity accounted investees and profit tax expense.

Cash and Liquidity

Change

Finance income:
Interest income on long-term investment agreements

aging concession project (15 km – 58 km of the
M-11 “Moscow – St. Petersburg” Highway). The loss
is in line with the project parameters, including the
period for reaching the full design capacity.

As at 31 December 2017 and 2016, cash and cash
equivalents, as well as special accounts3 and bank
deposits with a term of more than three months
amounted to RUB19.4 billion and RUB25.9 billion,
respectively. In the reporting period, opening cash
balances and borrowings were mainly used to
finance working capital, including co-financing for
long-term investment contracts (as at the end of
2017, RUB19.7 billion was invested under long-term
investment contracts, including more than RUB10
billion in 2017) and the investment program.
Working capital financing was associated with
progress payments to subcontractors and

suppliers, stock replenishment and payment of
VAT. Cash and cash equivalents include cash on
hand, bank current accounts, special accounts and
deposits with an original maturity of less than
three months. A weaker cash position in the
reporting period was associated, among other
things, with limited prepayments due to the lack of
new large contracts in the Company's backlog.
Therefore, considering debt of RUB35.2 billion and
cash in the amount of RUB19.4 billion, net debt of
the Group was RUB15.8 billion at the end of the
reporting period.

Finance costs:
Interest expense on borrowings

Wighted average cost of bank loans: 9.6%.
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1

EBITDA is defined as net profit from continuing operations net of income tax, net finance costs and depreciation and amortisation. EBITDA has limitations
as an analytical tool, and one should not consider it in isolation, or as a substitute for analysis of the Group’s operating results as reported under IFRS.

2

Finance income and expenses of the Group primarily consist of interest earned on the bank deposits and loans given, finance expense incurred on the
borrowings and finance leases and dividends paid to subsidiaries’ minority participants and non-controlling interest.

3

Cash held in special accounts represents cash received from customers, state entities, for specific financing of certain construction projects as part of
treasury or bank supervision of government contracts. Use of these funds is regulated by Resolutions of the Government of Russian Federation #70 dated
04.02.2016, #963 dated 20.09.2014, #1563 dated 27.12.2015, and the Order of the Ministry of Finance of the Russian Federation #213n dated 25.12.2015,
which set purpose, procedure and terms of disbursement of these funds..
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Net debt, RUB million

an increase in payables to suppliers,
subcontractors and personnel, as well as a
decrease in advances to subcontractors.

31.12.2016

31.12.2017

Change

Loans and borrowings

23,445

30,475

7,030

30%

Finance lease liabilities

5,360

4,683

(677)

(13%)

28,805

35,158

6,353

22%

Debt

Total

Net Working capital structure, RUB million

Cash in special accounts
Bank deposits with maturities over 3 months
Total
Net debt

31.12.2016

31.12.2017

16,814

23,903

7,089

42%

7,975

8,396

421

5%

Amounts due from customers on construction contracts

13,981

19,737

5,756

41%

Prepayments

25,199

22,187

(3,012)

(12%)

Total

63,969

74,223

10,254

16%

Trade and other payables

(25,612)

(34,491)

(8,879)

35%

Amounts due to customers on construction contracts

(61,069)

(58,650)

2,419

(4%)

Total

(86,681)

(93,141)

(6,460)

7%

Net working capital

(22,712)

(18,918)

3,794

(17%)

Inventories
Trade and other receivables

Cash and cash equivavelnts
Cash and cash equivavelnts

In the reporting period, the Group financed
working capital mainly through bank loans and
operating cash flow.

18,991

4,650

(14,341)

(76%)

6,872

14,729

7,857

n/a

27

25

(2)

(7%)

25,890

19,404

(6,486)

(25%)

2,915

15,754

12,839

n/a

Change

In accordance with existing agreements with banks, untapped credit facilities
available to the Group amounted to RUB45.0 billion at the end of the reporting period
(RUB37.0 billion as at 31 December 2016).
Capital Expenditure
Net Working Capital1
Negative net working capital decreased by
RUB3.8 billion as compared to the end of 2016,
and at the end of the reporting period was
RUB18.9 billion rubles.
The reduction in negative net working capital was
mainly due to growth in working capital. Current
assets increased by 16%, or RUB10.3 billion,
mainly driven by an increase in construction costs

1
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included in work-in-progress as at the end of the
reporting period, and an increase in accounts
receivable under several long-term construction
contracts (construction of the Zhuravka –
Millerovo railway line in the Voronezh and Rostov
regions, construction of the M-11 “Moscow –
St. Petersburg” Highway (Stage 4: km 208 –
km 258; Stage 6: km 334 – km 543). The increase
in working capital was, however, partly offset by

In the reporting period, total capital investment in
fixed and intangible assets recorded on the
Group's balance sheet decreased by 28% or by
RUB2.3 billion, to RUB6.6 billion (2016:
RUB9.1 billion). Capital investment was used for
acquisition of construction equipment and
vehicles under the fixed assets renewal program.

The decrease was due to significant capital
investments made in 2016, as well as substitution
in the reporting period of the investment program
financing with a vehicle and equipment lease
program to support construction of a number of
large-scale projects during peak periods.

Net working capital is calculated as the difference between current operating assets (excluding cash and cash equivalents, prepayments of profits tax and
other investments) and current operating liabilities (net of loans, provisions, profits tax liabilities and deferred income).
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CORPORATE GOVERNANCE

CORPORATE
GOVERNANCE
THE ART OF BRIDGE ENGINEERING
— Corporate Governance Structure
— Information for Shareholders and Investors

The Board of Mostotrest is fundamentally committed to the principle of continuous improvement in its corporate governance system. Strict separation between
the roles and responsibilities of the board and the executive, strong oversight,
and information transparency serve to support an effective governance system
that aims to protect the right and interests of shareholders.

The corporate governance system is based on
standards and requirements as set forth in the
existing Russian legislation, including corporate
law and securities market legislation. At the core
of the Company's corporate governance system is
a set of internal corporate documents.
Most of the corporate documents listed above are
available on the Company’s website:
www.mostotrest.ru.
The documents establish effective mechanisms
to protect the rights and legitimate interests of
shareholders, to ensure transparency of decision-making, professional and ethical responsibili-

ty of the Board of Directors, the CEO, employees,
as well as information transparency of the Company.
Mostotrest’s Corporate Governance Code establishes general principles of corporate governance,
guidelines for relationships with subsidiaries, principles of social responsibility, the General Shareholders’ Meeting procedures, the Board, CEO and
Company Secretary procedures, protection of
shareholder interests in cases of material corporate events and conflicts, the shareholder register
and profit distribution policy, as well as control,
risk management and information disclosure procedures.

CORPORATE GOVERNANCE STRUCTURE
The General Shareholders’ Meeting is the Company’s highest governing body. Elected by the General Shareholders’ Meeting, the Board of Directors is responsible for general oversight of the
Company’s operations and development strategy,
and for monitoring the implementation of decisions of the General Shareholders’ Meeting. The
Board of Directors forms the Audit Committee,
appoints the CEO and the Company Secretary.
The CEO, the sole executive body, is responsible
for managing the Company’s day-to-day operations and implementing the strategy approved
by the Board of Directors. The Company Sec-

retary organizes the procedures of the General
Shareholders’ Meeting, meetings of the Board of
Directors and its committees, ensures shareholder outreach and performs other related functions.
The Audit Commission ensures control over the
Company’s financial and economic operations.
The Audit Commission is elected by the General
Shareholders Meeting and reports to the Company’s shareholders. The CEO on proposal from the
Audit Committee appoints the Head of Internal
Audit Service. The Head of Internal Audit Service
reports to the Audit Committee functionally and
to the CEO administratively.
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General Shareholders’ Meeting

Board of Directors

The General Shareholders’ Meeting is the supreme governing body of the Company. The responsibilities of the General Shareholders’ Meeting include:

The Board of Directors is a collegial management body of the Company, responsible for
the general oversight of Mostotrest, except for
matters falling within the competence of the
General Shareholders’ Meeting. Board decisions are adopted by a three-fourths majority
vote of its elected members, except in certain

Identify priority areas for the Company’s operations and establish principles of ownership and use
Approve internal corporate documents
Decide on restructuring or liquidation of the Company
Elect the Board and Audit Commission members and decide on their remuneration and early termination of their powers

cases as prescribed by law and the Articles of
Incorporation.
Applicable law and internal documents (Articles
of Incorporation, Rules and Regulations for the
Board of Directors) govern the Board of Directors procedures.

Distribution of profits, including payment of dividends
Approve the Company’s auditors
Approve changes in the registered capital of the Company and certain types of transactions
(except those within the competence of the Board of Directors).

The Board of Directors is responsible for:
Define corporate development strategy
Enforce and protect shareholders’ rights and legitimate interests
Engage in resolution of corporate conflicts

By convening General Shareholders’ Meetings, the Company aims to ensure recognition
of the legitimate rights and interests of its shareholders, related to their participation in
the meetings. General Shareholders’ Meetings are governed by the existing legislation,
as well as the Articles of Incorporation and the General Shareholder’s Meeting Rules.

In 2017, the Company held its Annual General Shareholders’
Meeting, as well as two absentee Extraordinary General
Shareholders’ Meetings.
Results of Extraordinary General Shareholders’ Meetings of December 8, 2017:
Decision to pay dividends on ordinary shares of the Company based on 9M 2017 results.

Ensure completeness, reliability and objectivity of corporate disclosures to shareholders and other
interested parties
Establish effective risk management and internal control mechanisms
Evaluate management performance on a regular basis.

When choosing board members, the Company
seeks to appoint the best qualified individuals
with the right combination of skills and professional expertise who are able to operate
effectively and deliver maximum benefit to the
Company and its shareholders.
The Chairman of the Board manages the Board
proceeding, specifically, he convenes the Board
meetings and establishes the agenda, controls
execution of decisions of the General Shareholders’ Meeting and the Board of Directors,
monitors the Company’s relations with its share-

holders, Board of Directors and management,
executive and non-executive directors. Members
of the Board elect the Chairman of the Board
by a three-fourths majority vote. The Rules and
Regulations for the Board of Directors state
that the CEO of Mostotrest may not simultaneously be Chairman of the Board or Deputy
Chairman of the Board.
Since July 2015, Vladimir Monastyrev has been
Chairman of the Board of Directors of Mostotrest.

Results of Annual General Shareholders’ Meeting of June 29, 2017:
Decision to distribute the Company’s 2016 profit, including payment of dividends and remuneration
of members of the Board
Elected the Board of Directors and the Audit Commission
Approved auditors under Russian Accounting Standards (RAS) and International Financial
Reporting Standards (IFRS).

Results of Extraordinary General Shareholders’ Meetings of February 27, 2017:

The Board of Directors consists of 11 members, 7 of whom are nonexecutive, including the Chairman, and 3 independent directors, in
accordance with the criteria set out in the Moscow Stock Exchange
Listing Rules and the Corporate Governance Code of the Russian
Federation.

Approved related-party transactions.
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Composition of the Board
VLADIMIR MONASTYREV

LEONID DOBROVSKY

MARIA KARELINA

VLADIMIR KOTYLEVSKY

VALENTIN SILYANOV

VLADIMIR VLASOV

Chairman of the Board of
Directors, Non-Executive
Director, Board member since
2015.

Non-Executive Director, Board
member since 2011.

Independent Director, Board
member since 2016.

Non-Executive Director,
Board member since 2015.

Independent Director, Board
member since 2016.

Executive Director, Board
member since 2011.

Born in 1965 in Moscow.

Born in 1966 in Moscow.

Born in 1969 in Minsk.

Born in 1937 in Moscow.

Born in 1970 in Kharkov.

Holds a degree in Physics
(research) from the Moscow
Physics and Technology
University (1989).

Degree in Automobile and
Tractor Mechanics from the
Moscow Automotive Mechanics
University (1988). Degree in Law
from the Federal Border Service
Moscow Military Academy
(2000). PhD in Technical
Sciences, Doctor of Education.

Graduateof Belorussian State
Institute of Physical Culture,
diploma of Training Specialist
(coach).

Degree in Transport Engineering
from the Moscow Automobile
and Road Construction
Technical University (1960).

MBA from Russian Academy of
National Economy (2006).

Professional experience:

2006 – present: Mostotrest
CEO.

2016 – present: Mostotrest
Deputy CEO.

Doctor of Technical Sciences,
member of various Russian and
international organizations in
the field of transport.

Professional experience:

2010 – 2016: Advisor to
Mostotrest CEO.

Professional experience:

VYACHESLAV PRIKHODKO

2007 – present: Moscow
State Automobile and Road
Construction Technical
University, Advisor to the
Rector.

Born in 1978 in Zagorskiy
district? of Moscow region.
Degree in Economics and
Management from the Moscow
State University of Railway
Engineering (1999). PhD in
Economics.

Professional experience:
2000 – present: Mostotrest,
Deputy CEO for Development.
Prior to appointment as Deputy
CEO he served as Head of
Economic Planning Department.

GENNADY BOGATYREV
Company Secretary, NonExecutive Director, Board
member since 2015.
Born in 1972 in Moscow.
Holds a degree in Law from the
Moscow State Law Academy.

Professional experience:
2006 – present: Mostotrest,
Deputy CEO for Legal Affairs.
Member of the Board of
Directors of several Russian
companies.

Professional experience:
2006 – present: Mostotrest,
Deputy CEO. Member of the
Board of Directors of several
Russian companies.

VALERY DORGAN
Deputy Chairman of the Board
of Directors, Non-Executive
Director, Board member since
2015.

2012 – present: Moscow
Automobile and Road
Construction Technical
University, Head of Machine
Parts and Theory of Mechanisms
Department.

Degree in Construction
Management from the Moscow
S. Ordzhonikidze Management
University (1987). PhD in
Economics.

Professional experience:
2010 – present: Mostotrest,
Deputy CEO for Marketing.
Previously – CEO of
Mostotrest-Service, a
Mostotrest subsidiary.
35+ years of experience
in transport infrastructure
construction. Prior to joining
Mostotrest he held various
management positions at
government agencies in
charge of highway network
development in Central Russia.

Born in 1948 in Kaliningrad.
Degree in Motor Transport
Operation from Moscow
Automobile and Road
Construction Technical
University (1971). Professor,
Doctor of Technical Sciences,
Corresponding Member of the
Russian Academy of Sciences.

ANDREY KONNYKH
Non-Executive Director, Board
member since 2015.
Born in 1959 in Norilsk.
Degree in Bridge and Tunnel
Construction from the
Moscow Automobile and
Road Construction Technical
University (1984).

Professional experience:
2016 – present: Moscow
State University of Railway
Engineering, Advisor to the
Rector. 2015 – 2016: Moscow
State Automobile and Road
Construction Technical
University, Advisor to the
Rector.

Professional experience:
2017 – present: Mostotrest COO.
2011 – 2017: Mostotrest Head of
Preproduction. Before joining
Mostotrest, he spent 15 years
at Organizer LLC (technical
customer for a number of
large-scale unique projects
in Moscow) in a variety of
management positions.

2001 – 2015: Moscow
Automobile and Road
Construction Technical
University, Rector.

1
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2000-2005: CEO, Kolomna
Plant Holding Company.

Independent Director, Board
member since 2015.

Previously Vice President for
education (2012-2016).

Born in 1952 in Nikolaev.
Degree in Airfield Construction
from the Moscow Automobile
and Road Construction
Technical University (1978).

Professional experience:

OLEG TANANA
Non-Executive Director, Board
member since 2016.
Born in 1966 in Katav-Ivanovsk,
Chelyabinsk region.
Degree in Economic and Social
Development from Belarusian
State National Economy
University (1991).
Degree in economics and
finance from Russian Academy
of National Economy (2004).

Professional experience:
2006 – present: Mostotrest
CFO.
2000 – 2005: CFO, Kolomna
Plant Holding Company.

Members of
the board of
directors of PJSC
MOSTOTREST
do not own, did
not own during
the reporting
period any
shares of the
company, and did
not conduct any
transactions with
the company’s
shares1.

Vladimir Monastyrev owns 0,0001% of the Company.
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Board Audit Committee
The Audit Committee of the Board of Directors
was established by the Board of Directors to
supervise the Company’s financial and economic
operations.

Composition of the Committee as at
the end of 2017:
Vyacheslav Prikhodko,
Chairman of the Audit Committee,
Independent Director

Applicable law and internal documents govern the
Audit Committee. In accordance with Rules and
Regulations for the Board Audit Committee, the
Audit Committee consists of three members of
the Board and is chaired by the Chairman of the
Audit Committee.
The Chairman of the Audit Committee must meet
the independence criteria in accordance with
the requirements of the federal securities market
regulator for listing the Company’s securities on
Russian stock exchanges at the required level, as
well as in accordance with internal documents.
The CEO shall not be a member of the Audit
Committee. The Chairman and other members of
the Audit Committee are elected by the Board of
Directors by a three-fourths majority vote of its
elected members.

In 2017, the Board of Directors held 34 meetings in which operational issues and important strategic
decisions were considered, including:
Decisions relating to distribution of profits and the General Shareholders’ Meeting
Decisions relating to election of the CEO, the Chairman of the Board of Directors, Deputy Chairman
of the Board of Directors and the Corporate Secretary
Decisions regarding the external auditor’s fees

Maria Karelina,
Independent Director

Decisions relating to financial and economic policy (credit policy)

Valentin Silyanov,
Independent Director

Decisions relating to operations of subsidiaries

Decisions on related-party transactions

Decisions on disposal of non-core assets
Decisions on approval of amended corporate documentation.

The role of the Audit Committee is to assist the
Board in monitoring the completeness and accuracy of financial and other corporate reports, to prepare and present such reports, to ensure proper
functioning of the internal control system, internal
audit, risk management, legal and internal compliance processes.
The Audit Committee within its competence interacts with the Internal Audit Service and the Company’s external auditors, and invites them to participate in meetings of the Committee, if necessary.

In 2017, the Audit Committee held 4 meetings in-absentia, which addressed the following issues:
Recommendations to the Board of Directors on nominees for auditors in accordance with IFRS and
RAS for 2017
Approval of the Internal Audit Service 2017 work plan

To comply with corporate governance rules
and procedures, applicable law and internal
documents, the Board of Directors elects the
Company Secretary. Currently, the Corporate
Secretary’s key responsibilities include document
storage, disclosure and provision of information

about the Company, and shareholder relations.
Since 2008, the Company Secretary of Mostotrest
has been Gennady Bogatyrev.

Issues considered by the board of directors in 2017 by thematic split
55%
57%
13%
6%
4%

Finance

Other

Corporate governance

Approval of tranactions

HR

Internal Audit Service 1H 2017 report
Recommendations to the Board of Directors on the auditors fee for the review of Mostotrest RAS
financial statements for the period from January 1, 2017 to December 31, 2017
Recommendations to the Board of Directors on the auditor fees for the review of the IFRS
condensed consolidated financial statements for the first half of 2017 and the audit of IFRS
consolidated financial statements for 2017.

Source: Company data.

Board of directors and audit Committee members’ meeting
attendance rate: 100%.

Board Procedures
The Board of Directors convenes at least twice
a month. In between scheduled meetings the
Board may convene extraordinary meetings to
discuss urgent issues pertaining to the Company’s
business operations, and adopt relevant decisions.

Decisions by the Board of Directors are adopted
by a three-fourths majority vote of its elected
members; each director has one vote.

Compensation of the Board
Mostotrest policy on remuneration of the
Board of Directors is based on the principles of
transparency, accountability and evaluation of the
contribution of remunerated Board members to
the Company’s operations, as well as motivation
and retention of qualified and competent
individuals.

the independence criteria set out in the Rules
and Regulations for the Board of Directors, as
separate contracts are concluded with them as
provided for in the Board Rules and Regulations.
At the same time, all directors are compensated
for expenses relating to their service on the
Board.

Board members are compensated in accordance
with Mostotrest Board Member Remuneration
and Compensation Rules as approved by the
General Shareholders’ Meeting. The Rules do
not apply to independent directors that satisfy
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THE BONUS ELEMENT OF THE REMUNERATION IS CALCULATED BY THE FOLLOWING FORMULA:

COMPENSATION = (NI×A) / (100×B×C),

Internal Control and Audit
Mostotrest has an established internal control system, governed by the Regulations for Internal Control
of Financial and Economic Operations. Mostotrest internal control system currently comprises the Audit
Committee of the Board of Directors, the Audit Commission and the Internal Audit Service.

where

NI –

А–

B–

Net Income of the parent
company of the Group

Number of Board meetings
attended by a director

Number of directors on the Board Number of Board meetings in
the period between the Annual
General Shareholders’ Meetings..

C–

Key responsibilities of the Internal Audit Service:
Assess efficiency and drive improvement of internal control system
Assess and facilitate improvement of risk management system
Assess and facilitate improvement of corporate governance

The bonus element of remuneration paid to members of the Board is subject to attendance of at least
50% of meetings held during their tenure. Fixed and bonus remuneration paid to Chairman of the Board
is augmented by 50%.

Assess reliability and integrity of information on financial and commercial activities of the Company
Assess effectiveness of use of the Company’s resources and methods to ensure safety of the
Company’s assets.

The total amount of remuneration paid to Board members in 2017 was RUB52.1 million, including
RUB24.7 million for participation in meetings (fixed component).
In 2017, Mosotrest did not reimburse expenses incurred by members of the Board of Directors relating to
their service on the Board.

Management
The CEO, the sole executive body of Mostotrest
elected by the Board of Directors, is responsible
for day-to-day management of the Company’s
operations. The CEO reports to the General
Shareholders’ Meeting and the Board of Directors.

The Company CEO has 12 deputies, each of whom
is responsible for a particular area of operations.
Half of the deputies are members of the Board of
Directors of the Company.

The CEO and his deputies do not own, did not own during the reporting period
any shares of the company, and did not conduct any transactions therewith1.

Executive Remuneration
Mostotrest’s executive remuneration policy
is designed to attract and retain high caliber
executives and to provide appropriate incentives
in order to optimise management performance.
Remuneration of the CEO and his deputies
consists of two elements: a monthly salary
(fixed part) set in accordance with the terms
of employment contract, and annual bonus
(variable part) linked to the Company’s overall
performance.
Bonuses payable to the CEO are based on
decisions of the Board of Directors. The CEO’s
deputies are also entitled to receive additional
remuneration in accordance with collective

1
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Key responsibilities of the Audit Commission include monitoring the Company’s financial and
commercial operations, ensuring the financial and business operations comply with Russian law and
Mostotrest Articles of Incorporation, and independent assessment of information about the Company’s
financial health.

External Auditors
In accordance with the Russian legislation, the
General Shareholders’ Meeting annually approves
the auditors to conduct independent audit of
financial statements of the Company. The Board of
Directors, on recommendation from the Audit
Committee, proposes candidate auditors.
The size of the auditors’ remuneration and the
procedure for payment are set out in the contract
for audit services. Auditor fees are subject to
approval by the Board of Directors.

agreements. The Remuneration Committee based
on submissions from the CEO decides on bonuses
for the CEO’s deputies. A monthly bonus amount
may not exceed two monthly salaries.
Remuneration paid to senior management, including
branch directors and management of subsidiaries in
2017 and 2016 amounted to RUB2,402.0 million and
RUB1,465.1 million, respectively.
Currently, apart from KPI-linked bonuses,
management is not additionally incentivized
through option plans or other long-term programs.
Mostotrest does not issue loans to members of its
governing bodies and senior management.

The Company's financial statements prepared in
accordance with Russian Accounting Standards
(RAS) and International Financial Reporting
Standards (IFRS) were audited by KPMG, the
Company's auditors since 2009 (membership of
self-regulatory auditors' association: the Russian
Union of Auditors).
Actual fees paid by the Mostotrest Group of
Companies to KPMG for the services of
independent auditors of RAS and IFRS financial
statements for 2017, interim IFRS financial
statements for the first half of 2017, and for
consulting services totaled RUB60.2 million
(including VAT).

Registrar
Since 1998, RDС Paritet, a licensed independent registrar, has maintained the Mostotrest shareholder
register under a long-term standing agreement. Mostotrest’s registrar participates in organizing the
General Shareholders’ Meeting (advance newsletter mailings, participation in the Counting Commission).

Vladimir Monastyrev owns 0,0001% of the Company.
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INFORMATION FOR SHAREHOLDERS AND INVESTORS
Share Capital
The authorized capital of the Company is
RUB39,510,170, divided into 282,215,500 ordinary
shares with a par value of RUB0.14 each. As
of November 14, 2017, the total number of
persons included in the list of persons entitled to
participate in the General Shareholders' Meeting
of the Company was 5,082 legal entities and
individuals.

PJSC Mostotrest and its subsidiaries do not hold
any Mostotrest shares on their balance sheets.
Share capital structure
as at 31 december 2017, %

94.2%
5.8%

The Company's shareholder register as of
December 31, 2017 included 263 individuals
owning 6,301,310 shares (2.23% of the authorized
capital) and 3 legal entities, including 1 nominal
holder. Clients of the nominal holder are
shareholders owning a total of 275,898,384
shares (97.76% of the authorized capital).

JSC TFK-FINANCE1
FREE FLOAT

Dividend Policy
Board is required to reduce the total by the
corresponding amount. The recommended
dividend depends on the amount of net profit of
the Group for the corresponding financial period
and on the Group’s production development
and investment needs. The amount of dividend
recommended by the Board is subject to
approval by the General Shareholders’ Meeting.

Mostotrest dividend policy is based on ensuring
an appropriate balance is struck between the
interests of the Company and shareholders
when determining the payment of dividends
and reinvestment into the Company to maximise
growth. The policy ensures that shareholders
rights are respected and protected as stipulated in
the existing legislation of the Russian Federation,
Mostotrest Articles of Incorporation and internal
documents.

Dividends are paid in cash. In accordance
with the Russian law, the basis for a dividend
payment is net profit as per financial statements
prepared in accordance with the Russian
law. However, dividends may be paid both
from net profit for the financial year and
from retained earnings of previous years.

If the Board of Directors recommends to the
General Shareholders’ Meeting to pay dividends,
such dividends may not be less than 30% of
the Group’s IFRS net profit attributable to
shareholders, adjusted for certain non-cash
effects, including consolidation adjustments,
as set forth in detail in the Dividend Policy
Regulation. If the amount of dividend
calculated in this way exceeds net profit for
the year and retained earnings under RAS, the

Taking into account interim dividends paid
in December 2017, the Board of Directors
recommended to the shareholders of the Company
to approve dividends in the total amount of
RUB3,002.8 million, or RUB10.64 per share.

Source: Company data.

Stock and Bond Market
In 2010, the Company completed its initial public
offering (IPO), the first ever in the Russian
infrastructure construction market.
In January 2017, due to a mismatch between free
float and Level A1 securities list requirements,
the Company’s ordinary registered shares were
transferred from Level A1 to Level A2 list of
securities and admitted to trading on the Moscow
Stock Exchange (ticker: MSTT). Mostotrest has
two outstanding ruble-denominated bond issues:
Series 07 and Series 08, with a total nominal
value of RUB10 billion and a 10-year maturity.

The Series 07 and Series 08 issues contain,
respectively, a 3-year buy-back option and a
5-year buy-back option. Annual coupon rates
for the Series 07 and Series 08 bond issues are
11.50% and 11.15%, respectively. As of February
2018, total coupon income paid on the bonds
for the first and second coupon periods was
RUB1,694.1 million.

In 2017, the Company paid dividends in the amount of RUB5,387.5 million, or
RUB19.09 per share, including dividends for 2016 in the amount of RUB3,002.8 million
and interim dividends for 9 months of 2017 in the amount of RUB2,384.7 million.
Dividend history

Dividend Payment, RUB million

In December 2017, the rating agency Expert
RA confirmed its credit rating for Mostotrest at
RuAA.

Share of net profit allocated to dividend
payment, %

2010

2011

2012

2013

2014

2015

2016

20172

845

2 004

2 201

2 001

2 000

3 003

3 003

2,385

49

54

51

89

33

71

60

-

Source:Company data.

Information Disclosure
The main form of disclosure is the publication
of information on Mostotrest’s corporate
website www.mostotrest.ru. Additional forms
of disclosure may include press conferences
for Russian and foreign media, conference calls
with investors and analysts, and presentations to
investors in major international financial centers.
To create favorable conditions for analyst and

1
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investor outreach, the Company established the
Investor Relations Office. The key IR objective
is to establish the most effective two-way
communication with the investment community,
by providing investors, analysts, the financial
media and other interested parties with relevant
information about the financial and operational
activities of the Group, which enhances investor
trust and raises the Company’s market valuation.

In April 2018 the shareholder of TFK-Finance has become LLC Stroyproektholding owned by Arkady Rotenberg.
2

Interim dividends for 9 months of 2017.
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SOCIAL RESPONSIBILITY

SOCIAL
RESPONSIBILITY

People are our key resource, without which the Company would be unable to
function as a vibrant enterprise and achieve its goals and objectives. Professional
skills and knowledge of our employees, backed by comfortable and safe working
conditions and social responsibility of the employer that cares both for its
personnel and the environment, have become the determining factors of the
Company's success as a whole.

THE ART OF TAKEOFF SUPPORT

STAFF

— Staff
— Occupational Health and Industrial Safety
— Environmental Protection

The primary focus of the Company’s HR policy is
to develop a robust employee motivation system
and provide opportunities for ongoing professional development and career growth as a foundation
for corporate labor relations.

Labor relations at Mostotrest are governed by the
Russian legislation and the Collective Agreement
between the employer and the employees represented by the Trade Union Committee. The trade
union represents almost 10,000 staff members
and has been working to enhance and protect
workers’ rights and interests for over 75 years.

Staff Composition and Headcount
Mostotrest’s team of highly skilled professionals
and workers is one of the best in the Russian
infrastructure construction market. The combination of our management’s varied experience,
our engineers’unique qualifications, acquired over
decades of working on Russia’s most advanced
transport infrastructure projects, and the dedication of our work crews means that our team is one
of the strongest in the infrastructure construction
market in Russia, and this has long been one of
the Company’s strongest competitive advantages.

Mostotrest average headcount, persons
vs employee turnover, %

24%

In 2017 the average number of employees inthe
Mostotrest Group of Companies was 33.233, a 8%
increase year-on-year, mainly driven by ongoing
execution of a number of major contracts, including construction of the Kerch Bridge and the M-11
Moscow - St. Petersburg Highway.
To operate sophisticated specialized road vehicles
and equipment under its existing construction
contracts, Mostotrest recruits highly skilled, vastly
experienced professionals, whose practical experience and expertise is then skillfully put to work for
the benefit of the Company.

20%
18%

33,233
30,794

29,521

2015

2016

2017

Source: Company data.
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Staff turnover at Mostotrest has been below the
industry average of 20% for many years. In 2017
turnover of operational and professional staff
was 22% and 14%, respectively. Operational staff
turnover is traditionally higher than that of profes-

sional staff, mainly due to changing geographical
locations of construction sites employing local
workers. 88% of employees are male, reflecting
the specific nature of the Company's operations.

2017 staff by function, %

2017 staff by job category, %

74%
13%
10%
3%

74%
14%
10%
3%

Field based staff

Field based staff

Engineers

Professionals

Financial and Econimic specialists

Managers

Others

Office based staff

One of the main staff motivation tools is the Collective Agreement, a legally binding document governing social and labor relations between the employer
and employees of the Company. The fact that this
Agreement exists, is a sign of a stable and responsible organization that cares for its employees over the
long term. For construction companies, long-term
employee commitment is particularly important, as
the average project completion time is several years.
Another important, non-financial tool used to
motivate employees are corporate awards and
distinctions awarded for diligence, strong productivity, initiative, length and quality of service. The
Company widely employs such devices as letters
of gratitude, awards, valuable gifts, honorary certificates, the insignia “Honored Mostotrest Employee” and the title “Honored Mostotrest Retiree”.

Average salary, RUB thousand

2017

62.6

58.4

2016

2015

52.2

Source: Company data.
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300

407

MOSTOTREST
HONORED EMPLOYEE –
CLASS I

MOSTOTREST
HONORED EMPLOYEE –
CLASS II

CERTIFICATE OF MERIT
AND CERTIFICATE OF
ACKNOWLEDGEMENT

Source: Company data.

For exceptional achievements that benefit the Company and the state, employees are nominated for
government and departmental awards and honorary titles. In 2017 Mostotrest employees received the
following awards:

Incentivization System
At the core of the Company's motivation system
are measures to ensure loyalty of employees at
all levels, stability of the Company's team, financial and non-financial stimulation of efficient and
productive work of each employee, as well as
stimulation of professional growth and skills development.

The average salary paid by the Group
in 2017 was RUB62.6 thousand, a 7%
increase year-on-year.
Salary consists of fixed and variable components,
as well as social benefits. The guaranteed (fixed)
part of the salary is paid to employees for their
service in accordance with labor legislation of the
Russian Federation (fixed part and compensation
payments in the form of bonuses, allowances
and other payments). The bonus (variable) part
of the salary is paid out of the collective bonus
pool, which materially incentivizes employees to
improve their productivity and performance. In
addition, the Company’s incentivization system
includes non-recurring bonuses and annual perfor-
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mance-based bonuses, which provide added motivation to achieve specific targets and encourage
employee creativity.
In addition to monthly and one-off bonuses, Mostotrest employees receive payments for public
holidays, financial compensation on reaching
retirement age, anniversary bonuses, as well as
financial assistance if in hardship. Other social
benefits include provision of Company housing
and cooked meals on weekdays. The Company
also actively supports its former outstanding
employees who are awarded the title of Mostotrest Honored Retiree at the time of retirement.
The titleholders are eligible for monthly financial
benefits.

Russian Ministry of Transport Certificate of Acknowledgement: 13 awards
Moscow City Construction Department Certificate of Merit: 38 awards
Voronezh Region Transport and Roads Department Certificate of Acknowledgement: 21 awards
Other certificates of merit and certificates of acknowledgement: 96 awards.

In addition, the Company has an in-kind benefit
system in place, offering a wide range of social
benefits, including voluntary health insurance,
which totaled more than RUB331 million in 2017;
employee and employee family compensation for
rehabilitation at health resorts, paid participation
in cultural, recreational and sports activities, and
provision of additional annual holiday leave, subject to continuous employment with the Company for more than 5 years.
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OCCUPATIONAL HEALTH AND INDUSTRIAL SAFETY (OHS)

Staff Training and Retraining
Ongoing training and skills development are key
requirements for career growth. Mostotrest’s
compulsory training programs for workers and
engineers are fully aligned with existing Russian
legislation and include professional training and
retraining courses, advanced skills development
courses for operational staff, as well as seminars
and training courses for management and professionals. All engineers and technical staff undergo
compulsory training at least once every 5 years.
Traditionally, such training is conducted at specialized universities, mainly at the Russian University
of Transport. Senior Mostotrest professionals participate in education as lead lecturers alongside
university professors.
The Human Resources Division Training and Skills
Development Department conducts mandatory
skills development courses for operational staff
under its educational licence obtained in 2015. In
addition to specialized technical education, the
department coaches have been trained in additional vocational education, instruction and adult
psychology. In 2017, The Company conducted
core operational training under its educational
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training licence with the result that training costs
decreased and the numbers of trained employees
increased.
In 2017, work began to bring education of the
Company's employees in line with new educational standards. 81 employees went through the corporate professional retraining program in 2017.

C. 200 Students of partner universities
completed internship at Mostotrest in
2017.
For many years the Company has been running
joint programs in conjunction with specialized
Moscow-based universities: the Russian University
of Transport (MIIT), the Moscow Automobile and
Road Construction Technical University (MADI),
and the Moscow College of Architecture and
Urban Development. Many students participate
in industrial and pre-graduation internships at
Mostotrest. The Company welcomed almost 200
interns and hired more than 70 graduates from
specialized universities and colleges in 2017.

Average hours of training per employee in 2017,
a 2x increase year-on-year.

Mostotrest training and retraining statistics,
persons

Mostotrest training and retraining costs,
RUB million

2017

2017

12,928

11,137

2016

2015

7,985

2016

2015

Creating favorable conditions for employees is key
to successful operation of the Company. Appreciating the importance of labor safety and the
degree of responsibility for potential consequences, the Company's management pays close attention to occupational health and industrial safety.
Developed in line with international standards,
including OHSAS 18001:1999, Mostotrest’s
Occupational Health and Safety Management
System has been in place since 2003. The system
includes labor safety guidelines and standards.
In 2016, the Company confirmed validity of the
certificate of compliance of its OHS Management System with GOST R 54934-2012/OHSAS
18001:2007 and GOST 12.0.230-2007 standards

Dedicated teams reporting to the Chief Engineer
coordinate occupational health, industrial safety
and environmental protection measures at the
Company.
In addition, OHS responsibilities at Mostotrest are
formally divided between the CEO Administration
and the regional divisions. The multi-level OHS
management and control system allows for more
effective policies in the field of occupational
health and industrial safety, supported by a better understanding of duties and responsibilities
by each business unit of the Company.

Industrial Injuries
Working with contractors requires the need to
ensure contract execution in combination with
ensuring health and safety of all employees and
third parties. Contractors are required to submit
OHS permits, while contracting employees are
briefed on safety. In addition, the Company carries out check on the operating condition of con-

tractor equipment, issues permits for construction and installation operations on the Company’s
sites and controls labor conditions on those sites.
The Company’s operations include those at hazardous sites, creating the risk of injury. Our goal
is to achieve a consistent reduction in the number of injuries

In 2017, as in two previous years, no major accidents were recorded at hazardous sites
and facilities, defined as those involving major structural failures or non-controlled
explosions or hazardous releases. The number of reported incidents, involving breaches
of operating procedure, technical failure or near-miss incidents was 1.

20.1

Injury investigation reports show that the 8%
increase in injury rates is primarily the result of
insufficient OHS compliance and inadequate

22.0

24.4

supervision of staff by construction site line
engineers and process supervisors, as well as
employee negligence.

Key workplace injury statistics

Injuries

Source: Company data.

Injury Frequency Rate1
Average Severity Rate2 , man-days

58

in the voluntary certification system Management
Systems Register.

1

Number of injuries per 1,000 employees.

2

Disability days per accident.

2015

2016

2017

41

49

53

1.39

1.59

1.63

46.59

53.86

74.47
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ENVIRONMENTAL PROTECTION

Healthcare and Life and Health Insurance
A responsible employer recognizes that
employee healthcare is a key priority and a
driver of a healthy and capable workforce. As
part of its occupational disease prevention
measures, all Mostotrest workplaces are subject
to mandatory evaluation of working conditions,
resulting in either appropriate remedial action or
immediate workplace shutdown.
The Company offers medical care to its
employees, including mandatory initial
examinations (at employment) and periodic
(throughout employment) medical screenings
for workers exposed to hazardous working
conditions. In addition, the Company’s
construction sites and production facilities are
equipped with first-aid stations.

Employees exposed to hazardous working
conditions are eligible for recreation activities
and health rehabilitation financed both out of
compulsory social insurance funds and by the
Company. Together with the trade union, the
Company organizes rehabilitation treatments
for affected employees at health resorts in the
Moscow region, the North Caucasus and on the
Black Sea coast.
In addition, all Mostotrest employees are insured
with regional divisions of the Social Insurance
Fund of the Russian Federation, including under
the program of compulsory insurance against
industrial accidents and occupational diseases.
The Company enters into annual group insurance
contracts with RESO-Guarantee, covering all
employees against industrial accidents.

Pursuant to the Russian OHS and environmental
legislation, the Company aims to reduce
the negative impact of its operations on the
environment and human health by introducing

advanced technology, upgrading equipment,
reducing industrial waste and emissions, and
creating safe working conditions.

Key Environmental protection measures:
Monitor compliance with the environmental legislation of the Russian Federation and minimize
environmental risks
Ensure proper environmental control of construction
Monitor quality and quantity of wastewater and air emissions, as well as the condition of waste
disposal facilities
Duly obtain and register all relevant permits and approvals; enforce standards for emissions,
discharges, waste generation and disposal limits
Monitor environmental protection within sanitary buffer areas
Monitor water body conditions

Training and Certification
Employee appreciation of the importance of occupational health and safety issues lies at the heart of
a safe working environment and a healthy business
process. The Company pays considerable attention to training and testing the knowledge of its
personnel in the field. The training and certification
program for workers, professionals and managers
is designed in accordance with the applicable law
and corporate regulations. Preliminary training is
conducted at educational institutions. In 2014, the
Company developed and approved procedures
for OHS training, certification and evaluation of its
managers, professionals and workers. OHS training
is followed by evaluation and corporate certification. Staff occupational health training and certification is organized at least once every three years,
while training and certification in industrial safety is
carried out at as a minimum once every five years.
Preliminary, ongoing, random and scheduled OHS
briefings are conducted and training is arranged
at construction sites and in workshops. Briefings
and training sessions are recorded in line with the
established protocol.

Reduce waste generation and ensure environmentally safe waste storage and disposal
Total 2017 investment in OHS improvement measures, hazardous process oversight and OHS training
was RUB395.6 million, a 14% increase year-on-year.
OHS investment, RUB million

280.6

Environmental action plans (including provisions for employee training in environmental protection
and industrial safety) and implementation monitoring
12.4

11.8
14.1
383.2

333.0

266.5

Duly produce and file all relevant environmental reports.

2017 Protection measures that could substantially reduce environmental pollution:
395.6

344.8

Reduce harmful effects of waste on the environment

Environmental protection regulations and instructions, industrial environmental control programs,
project documentation and permits
Industrial environmental control and monitoring; timely and complete reporting on environmental
protection and nature management
Soil quality control at operation support facilities and in sanitary buffer areas, lawning, tree planting,
site and access road asphalting and concreting
Waste collection contracts with specialized service providers licensed to collect, transport, handle,
detoxify, store and dispose of Class I-IV hazardous waste
Waste storage facilities compliant with the environmental law and sanitary regulations

2015

2016

Occupational Health
Industrial Safety

2017

Separate collection and temporary storage (accumulation) of industrial and consumption waste
Proper sanitary condition of construction sites and operation support facilities (portable toilets,
waste water disposal, disinfection and deratization).

Source: Company data.
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Pollution statistics, '000 T

Environmental costs
2015

2016

2017

0.7

2.6

3.5

35.7

48.4

138.2

Industrial and consumption waste

800.7

814.0

835.4

TOTAL HARMFUL POLLUTION

837.1

865.0

977.1

Air pollution
Wastewater discharge

The Company’s investment in environmental
protection in 2017 was RUB332.4 million, a 74%
increase from RUB191.5 million in 2016. The main
driver was a sharp increase in industrial waste
management costs, leading to an increase in fees
for negative environmental impact during the
Kerch Bridge construction project.

Environmental costs,
RUB million
332.41
191.5
174.1

Source: Company data.

2015

2016

2017

Source: Company data.

In 2017, the Company’s total pollution and waste output increased due to increased construction
volumes at the following projects:
Kerch Bridge Construction
Construction of the Solntsevo – Butovo – Vidnoye Road. Stage 1. Borovskoye Avenue – Kaluzhskoye
Avenue Section. Stage 1.1: Kiyevskoye Avenue – Kaluzhskoye Avenue Section
Construction, maintenance, repair, overhaul and toll-based operation of M-4 “Don” Highway
633 km – 715 km segment (Losevo and Pavlovsk Bypass).

Due to their specifics, the following processes had the highest environmental impact in 2017:
Temporary storage of soil for drying (uncontaminated soil excavated during pile drilling in water
conservation areas
Vehicle parking in water conservation areas for waste loading and removal.

Waste volumes transferred
for recycling in 2017
Hazard class

Weight, tons

Class I

2.2

Class II

2.9

Class III

114.3

Class IV and V

835 304.6

Total:

835 424.0

Environmental policy implementation in Kerch Bridge construction project
The Kerch Bridge construction project best
illustrates the implementation of the Company's
environmental policy in 2017. The construction is
carried out taking into account all environmental
standards and requirements of the existing
legislation of the Russian Federation and project
documentation as approved following the state
environmental review.
Particular attention is paid to industrial
environmental monitoring at the construction
site, including a deep and comprehensive analysis
of local environment constituents. Monitoring
is carried out across more than 10 designated
focus areas, in more than 300 sampling points
along the 20 kilometer long right-of-way strip .
Samples are tested and analyzed against more
100 benchmarks.
When carrying out construction and installation
work with an environmental impact, industrial
environmental control is exercised to ensure
implementation of environmental protection

1
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measures and rational use of natural resources
in accordance with the approved project
documentation. When conducting industrial
environmental control, special attention is paid
to ensuring environmental safety and obtaining
reliable information about the state of the
environment.
Negative impact on water resources results
mainly from dredging. In order to reduce the
impact on marine lifeworking restrictions apply
during the spawning season when fish pass
through the Kerch Strait. In order to reduce
negative impact on the Azov and Black Seas, 34
local water treatment facilities were designed to
purify construction site surface water runoff to
maximum permissible concentration levels for
fishing areas.
All sea vessels involved in the bridge construction
project have contracted the transfer of
contaminated and bilge water.

Including 50% of costs related to Kerch Bridge construction project.
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APPENDICES

INDEPENDENT
AUDITORS’ REPORT
To the Shareholders of MOSTOTREST PJSC
Opinion

THE ART OF TRACK-BUILDING
— Auditors' Report
— Consolidated Financial Statements
— Key Risk Factors
— Basis of Presentaton
— Glossary
— Contacts

We have audited the consolidated financial statements of MOSTOTREST PJSC (the “Company”) and
its subsidiaries (the “Group”), which comprise the consolidated statement of financial position as at 31
December 2017, the consolidated statements of profit or loss and other comprehensive income, changes
in equity and cash flows for the year then ended, and notes, comprising significant accounting policies
and other explanatory information.
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2017, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRS).
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the independence requirements that are relevant to our audit of the consolidated
financial statements in the Russian Federation and with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other
ethical responsibilities in accordance with the requirements in the Russian Federation and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Audited entity: MOSTOTREST PJSC
Registration No. in the Unified State Register
of Legal Entities 1027739167246.
Moscow, Russia.

Independent auditor: JSC “KPMG”, a company incorporated under
the Laws of the Russian Federation, a member firm of the KPMG
network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.
Registration No. in the Unified State Register
of Legal Entities 1027700125628.
Member of the Self-regulated organization of auditors “Russian Union
of auditors” (Association). The Principal Registration Number of the Entry
in the Register of Auditors and Audit Organisations: No. 11603053203.
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Evaluation of the Amount of Costs Required to Complete Works Under a Construction Contract
Please refer to Notes 6, 16, 33 in the consolidated financial statements.

Please refer to Note 15 in the consolidated financial statements.

Key Audit Matter

How the matter was addressed in our audit

Key Audit Matter

How the matter was addressed in our audit

The main business line of the Group is the construction
of transport infrastructure facilities.

We have conducted the following key audit procedures in
respect of the budgeting process:

As at 31 December 2017 the construction-in-progress of the Group
amounted to RUB 8 bln. The Group
management has not completed
estimation of the total amount of
works under these projects due to the
absence of the final project documentation.

Our audit procedures in this area included the review of minutes of
meetings with customers regarding the design and construction of the
objects on these plots.

Contracts with customers are accounted for based on
percentage of completion method stipulated by IAS 11
Construction Contracts.
Thus, the Group recognizes revenue and cost under a
construction contract based on the percentage of
completion at the reporting date, determined as the ratio
of the expenses incurred to perform the works under the
contract at the reporting date, to the total projected
expenses under the contract.
Estimation of the amount of expenses to be incurred to
complete the works under the contract and to fulfil the
contractual obligations requires a high degree of
professional judgement by the Group management,
therefore this is a key matter for audit purposes.

we have tested the budgeting process of the Group
underlying forecasting of expenses, required to
complete the projects under construction contracts,
and expected profitability of the construction
projects, as well as controls related to the review of
the forecast achievement and deviations from it by
the Group management;
we have tested controls related to information
collection process for accounting and recognition of
revenue by the percentage of completion method.
Moreover, we have compared the budgeted level of
profitability of the projects at 31 December 2017 with the
level of profitability at 31 December 2016 and critically
assessed significant inconsistencies or significant
changes in the project budgets as compared to the prior
period.
For projects completed during the reporting period, we
have reviewed the historical accuracy of the forecasts for
the projects by having compared the forecasts of prior
periods with the actual results.
For ongoing projects, we have critically assessed
management assumptions and compared:
actual costs versus forecast costs ;
assumptions made in the current period versus
assumptions made in prior periods.
Our other substantive procedures included:
sample testing of primary documents for actually
incurred expenses;
inspection of construction objects on a sample basis.
We have also considered sufficiency of the disclosures
made by the Group.
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Recoverability of Costs for Construction-In-Progress

We have inquired management regarding the expected finalization of the
complete set of the documents for these objects and availability of a robust
action plan and schedule of activities being followed by the customer.
We have analysed additional confirmations provided by the Group management that included positive conclusion of the expert evaluation for two
capital construction objects.

We have included this issue in the key
audit matters as there is a risk that
these costs may not be recoverable as We have reviewed prior period communication with the customer regarding
there was no agreement with the
fulfilment of the customer obligations to pay for the works performed, in
customers on the cost of works at 31
similar cases.
December 2017.
On a sample basis, we have reviewed the detailed documentation and
compared it with the actual construction volume which is ready to be
transferred to the customer at 31 December 2017.
We have considered sufficiency of the disclosures made by the Group in
Note 15, about the extent of judgement used and of uncertainty in the
assessment of recoverability of the construction-in-progress costs.

Investment Impairment Testing
Please refer to Note 13 in the consolidated financial statements.

Key Audit Matter

How the matter was addressed in our audit

As at 31 December 2017 the carrying
value of the Group’s investments in
the entity under common control North-West Concession Company LLC
amounted to RUB 5 bln, including
goodwill in the amount of RUB
944 mln.

We have reviewed the concession agreement and maintenance agreements
for the concession object for significant changes in the contractual terms in
2017 as compared to prior years and have assessed their impact on
expected operating expenses of the Group.

We have conducted a comparative analysis of the actual revenue from
transportation and maintenance costs for the concession object in 2017
versus forecast for 2017, underlying the model of assessment of the
The Group annually assesses whether recoverable amount, which was developed before the beginning of the
utilization of the concession object, in order to assess whether the actual
there is any indication that the
results significantly deviate from the forecast.
investment may be impaired. The
Group believes that at 31 December
We have used the Group’s forecast for the future periods to consider that the
2017 there are no indicators of
forecast values do not deteriorate the future cash flows, underlying the
impairment.
model, used to assess the impairment in the prior reporting period.
As the process of forecasting and
discounting of future cash flows, that We have assessed the reasonableness of the expected cash flows by having
compared them with the approved forecasts, data from external sources and
is the basis of the assessment of
our estimates regarding the following key assumptions: transportation
investment recoverability, implies
volume, inflation and discount rates.
inherent uncertainty factor, and the
assessment itself requires significant We have assessed historical accuracy of the forecasts of the Group managejudgment, in particular, regarding
ment by having compared the forecasts for the prior periods with the actual
estimation of future revenue from
results.
transportation, future maintenance
expenses for of the concession object We have engaged our valuation specialists to assist us in reviewing key
assumptions regarding macroeconomic indicators, underlying the model of
as well as the discount rate, we have
the cash flow discounting under the concession agreement, and the
paid a special attention to these key
discount rates, as well as the methodology used by the Group.
judgments during the audit.
We have also considered whether the disclosure on sensitivity of results of
the impairment model to possible changes of key assumptions made by the
Group in Note 13, is appropriate and sufficient.
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Other Information
Management is responsible for the other information. The other information comprises the information
included in the Annual Report of the Group but does not include the consolidated financial statements
and our auditors’ report thereon. The Annual Report of the Group is expected to be made available to us
after the date of this auditors’ report.
Our opinion on the consolidated financial statements does not cover the other information and we will
not express any form of assurance conclusion thereon.
In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.
Responsibilities of Management and Those Charged with Governance
for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is necessary
to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

APPENDICES

Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation;
Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.
We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.
The engagement partner on the audit resulting in this independent auditors’ report:

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

L.V. Klimanova

JSC “KPMG”
Moscow, Russia
20 April 2018

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control;
Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control;
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management;
Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report. However, future events or conditions may cause the Group to
cease to continue as a going concern;
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CONSOLIDATED FINANCIAL STATEMENTS
Consolidated statement of financial position as at 31 December 2017
Mln RUB

Note

31 December 2017

31 December 2016

1,272

1,272

602

440

Assets
Intangible assets
Property, plant and equipment

12

22,367

24,739

Trade and other receivables

17

242

251

Amounts due from customers on
construction contracts

16

20,477

8,880

Investments in equity-accounted
entities

13

11,948

12,759

Deferred tax assets

11

4,094

2,978

Other non-current assets

14

723

634

Share capital

15

Current income tax assets

Reserves
Retained earnings
Equity attributable to owners of the Company

136

136

6,049

6,049

401

328

17,502

18,442

24,088

24,955

1,946

1,646

26,034

26,601

12,032

12,695

1,684

1,846

11

230

382

13,946

14,923

23,126

16,110

850

1,117

16,814

Deferred tax liabilities

825

573

Amounts due from customers on
construction contracts

16

19,737

13,981

22,187

25,199

Prepayments

21
22

23,903

7,975

Non-current liabilities
Loans and borrowings
Trade and other payables

22

34,491

25,612

Amounts due to customers on construction
contracts

16

58,650

61,069

23

1,031

263

18

4,650

18,991

Cash at special accounts

18

14,729

6,872

Provisions

Other current assets

14

2,247

3,555

Current income tax liabilities

242

232

96,916

94,192

158,641

146,145

21

Non-controlling interests

Cash and cash equivalents

Total assets

31 December 2016

Loans and borrowings

51,953

8,396

Assets classified as held for sale

31 December 2017

Liabilities

61,725

17

25(b)

Total equity

Trade and other payables

Trade and other receivables

19

Additional paid in capital

Non-controlling interests

Non-current assets

Current assets

Note

Equity

Goodwill

Inventories

Mln RUB

513

450

Current liabilities

118,661

104,621

Total liabilities

132,607

119,544

Total equity and liabilities

158,641

146,145

These consolidated financial statements were approved by management on 20 April 2018 and were
signed on its behalf by

V.N. Vlasov
General Director

O.G. Tanana
Deputy General Director for Economics
and Finance

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part of, the consolidated financial statements set
out on pages 78 to 126.
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Consolidated statement of profit or loss and other comprehansive income 2017

Mln RUB

Note

Revenue
Cost of sales

2017

2016

6

207,775

175,198

7(a)

(184,171)

(148,445)

23,604

26,753

1,400

924

Gross profit
Other income

Mln RUB

Net change in fair value of available-for-sale
financial assets, net of income tax
Revaluation of investment property
Other comprehensive income, net of income tax

(11,953)

(10,089)

Other expenses

7(с)

(4,224)

(3,467)

Profit attributable to:

8,827

14,121

Owners of the parent Company

8

3,172

3,470

Finance costs

8

(5,578)

(7,397)

(2,406)

(3,927)

Net finance costs

Total comprehensive income for the year

Non-controlling interests
Profit for the year

13

Profit before income tax
Income tax expense
Profit for the year

11

(1,268)

(1,866)

5,153

8,328

(2,133)

(3,315)

3,020

5,013

73

96

-

34

73

130

3,093

5,143

2,405

4,458

615

555

3,020

5,013

2,478

4,588

615

555

3,093

5,143

8.52

15.80

Total comprehensive income attributable to:
Owners of the parent Company

Share of loss of equity accounted investees, net of
income tax

2016

Items that are or may be reclassified to profit or loss

7(b)

Finance income

2017

Other comprehensive income

Administrative expenses

Results from operating activities

Note

Non-controlling interests
Total comprehensive income for the year
Earnings per share
Basic and diluted earnings per share (RUB)

9

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part of, the consolidated financial statements set
out on pages 78 to 126.
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-

Total other comprehensive income
Total comprehensive income for the year

136

-

Revaluation of investment property

-

Total other comprehensive loss
Total comprehensive income for the year

-

Acquisition of assets from shareholders

6,049

6,049

-

-

-

-

-

-

-

6,049

233

306

-

-

-

73

73

73

-

233

-

-

-

96

96

-

96

-

137

Reserve for
available-forsale financial
assets

95

95

-

-

-

-

-

-

-

95

-

-

-

-

-

-

-

-

95

Translation
reserve

-

-

2,405

17,502

(112)

2,154

(5,387)

2,405

18,442

18,442

(52)

(2,500)

(3,003)

4,492

34

34

-

4,458

19,505

Retained
earnings

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part of, the consolidated financial statements set
out on pages 78 to 126.

136

-

Net other contributions (distributions) from
shareholders (Note 29)

Balance at 31 December 2017

-

Dividends to equity holders (Note 19)

Transactions with owners, recorded directly in
equity

-

-

Net change in fair value of available-for-sale
financial assets, net of income tax

Other comprehensive income

Profit for the year

Total comprehensive income

136

-

-

-

-

-

-

-

-

6 049

Additional
paid-in capital

24,088

(112)

2,154

(5,387)

2,478

73

73

2,405

24,955

24,955

(52)

(2,500)

(3,003)

4,588

130

34

96

4,458

25,922

Total

1,646

1,946

(75)

-

(240)

615

-

-

615

1,646

149

-

(240)

555

-

-

-

555

1,182

Noncontrolling
interests

26,601

26,034

(187)

2,154

(5,627)

3,093

73

73

3,020

26,601

97

(2,500)

(3,243)

5,143

130

34

96

5,013

27,104

Total equity

THE ART OF INFRUSTRUCTURE

Balance as at 1 January 2017

Balance at 31 December 2016

The increase in share capital of subsidiaries

-

-

Other distributions (Note 29)
Changes in ownership interests in subsidiaries

-

Dividends to equity holders (Note 19)

Transactions with owners, recorded directly in
equity

-

-

136

Share
capital

Net change in fair value of available-for-sale
financial assets, net of income tax

Other comprehensive income

Profit for the year

Total comprehensive income

Balance as at 1 January 2016

Mln RUB

Attributable to equity holders of the Company

Consolidated statement of changes in equity for 2017
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Consolidated statement of cash flow for 2017
Mln RUB

2017

2016

Cash flows from operating activities
Profit for the year

Mln RUB

2017

2016

179

78

(3,892)

(4,526)

(317)

(238)

(8,695)

(5,957)

Cash flows from investing activities
3,020

5,013

Adjustments for:

Proceeds from sale of property, plant and equipment
Acquisition of property, plant and equipment

Depreciation and amortisation

7,475

5,839

Acquisition of intangible assets

Share of loss of equity accounted investees, net of income tax

1,268

1,866

Loans given to other organisations

Non-controlling interests

(268)

587

Repayment of the loans given to other organisations

9,957

9,851

368

147

Interest received

1,623

1,983

Net finance costs

2,683

3,393

Dividends received

22

23

Income tax expense

2,133

3,315

Acquisition of subsidiaries, net of cash acquired

(254)

-

159

42

(1,377)

1,214

16,838

20,202

Proceeds from loans and borrowings

166,171

83,594

(159,181)

(98,138)

Loss on disposal of property, plant and equipment

Other non-cash items

Change in:
Inventories

Net cash (used in)/from investing activities
Cash flows from financing activities

(6,575)

(5,811)

Repayment of loans and borrowings

(100)

(2,670)

Payment of finance lease liabilities

(3,060)

(3,207)

(7,857)

17,386

Interest paid

(5,100)

(6,091)

(16,699)

(2,195)

Dividends paid to equity holders of the Company (Note 19)

(5,334)

(3,003)

3,012

(3,946)

Dividends paid to non-controlling interests

(880)

(240)

768

(133)

Net other contributions (distributions) from equity holders (Note 29)

2,154

(2,500)

8,922

(1,588)

Net cash used in financing activities

(5,230)

(29,585)

Amounts due to customers on construction contracts

(2,419)

(1,587)

Net decrease in cash and cash equivalents

(14,341)

(11,945)

Cash flows (used in)/from operations before income taxes paid

(4,110)

19,658

Cash and cash equivalents at 1 January, excluding cash at special accounts

18,991

30,936

Income tax paid

(3,624)

(3,232)

Cash and cash equivalents at 31 December, excluding cash at special
accounts

4,650

18,991

Net cash (used in)/from operating activities

(7,734)

16,426

Trade and other receivables
Cash at special accounts (Note 18)
Amounts due from customers on construction contracts
Prepayments
Provisions
Trade and other payables

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part of, the consolidated financial statements set
out on pages 78 to 126.
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NOTES FOR CONSOLIDATED FINANCIAL STATEMENTS FOR 2017

2. Basis of accounting

1. Reporting entity

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

(а) Organisation and operations
PJSC MOSTOTREST (the “Company”) and its
subsidiaries (the “Group”) comprise Russian
public and joint stock companies, limited liability
companies as defined in the Civil Code of the
Russian Federation and a company located in
Cyprus. The Company was established as a stateowned enterprise in 1930 and privatised as an
open joint stock company in December 1992.

overpasses, interchanges, and other engineering
structures for the state municipal entities as well
as the provision of services in maintenance, repair
and toll-based operation of highways. The Group’s
major customers are government agencies and
other public bodies. The Group primarily operates
in the European part of the Russian Federation.

The Company’s registered office is 6 Barklaya str.,
bld. 5, Moscow, 121087, Russian Federation.

The Company’s shares are traded under MSTT
symbol on Moscow Interbank Currency Exchange
(MICEX) stock exchange in Russia.

The Group’s principal activity is the construction
of transport infrastructure assets, including
highways; railway, highway and city bridges,

In December 2017 RAEX (Expert RA) rating
agency confirmed the Company’s ruAA credit
rating with stable outlook.

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

78

The imposition of economic sanctions on Russian
individuals and legal entities by the European
Union, the United States of America, Japan,
Canada, Australia and others, and particularly by
the USA on PJSC Mostotrest, as well as retaliatory
sanctions imposed by the Russian government
has resulted in increased economic uncertainty
including more volatile equity markets, a
depreciation of the Russian Ruble, a reduction
in direct investment inflows, and a significant
tightening in the availability of credit. The longer
term effects of implemented sanctions as well
as the threat of additional future sanctions are
difficult to determine.

3. Functional and presentation currency
The national currency of the Russian Federation
is the Russian Rouble (“RUB”), which is the
Company’s functional currency and the currency

in which these consolidated financial statements
are presented. All financial information presented
in RUB has been rounded to the nearest million.

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

Note 24(b)(ii) — allowances for trade
receivables;
Note 33(c)(i) — revenue recognition of
сonstruction contracts in progress.
Information about assumptions and estimation
uncertainties that have a significant risk of
resulting in a material adjustment within the next
financial year is included in the following notes:
Note 13 — equity-accounted investees;
Note 28 — contingencies;
Note 33(c)(i) — revenue recognition on
сonstruction contracts;
Note 15 — recoverability of costs on
construction contracts at work-in-progress
stage.

Notwithstanding the negative changes in business
environment the management of the Group
believes that the arisen turbulence in the economy
will not have a material effect on the Group’s
financial position or its financial results.
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1,646
1,946
1,489
1,700
157
246
Non-controlling interests

119,544
132,607
(4,546)
(5,832)
3,935
4,380
3,349
2,861
131,198
Total liabilities

116,806

104,621
118,661
(4,572)
(4,406)
3,935
4,380
2,282
1,944
102,976
116,743
Current liabilities

14,923
13,946
26
(1,426)
1,067
917
13,830
14,455
Non-current liabilities

146,145
158,641
(6,518)
(4,922)
3,324
2,147
7,099
4,380
142,240
157,036
Total assets

232
242
75
232
167
Assets classified as held for sale

93,960
96,674
(875)
(3,625)
7
6
2,728
3,231
97,062
Current assets

92,100

51,953
61,725
(5,643)
(1,297)
3,317
2,141
4,371
1,074
49,908
59,807

2017
2016
2017
2016
2017
2016
2017
2016
2017

As at 31 December

Mln RUB

Non-current assets

2016

9,123
6,836
1,320
1,074
7,803
5,762
Capital expenditures

(587)
268
268
Non-controlling interests, recognised as finance
income/(cost)

(587)

(1,866)
(1,268)
(2,254)
(1,655)
388
387
Share in profit/(loss) of associated companies, net of
income tax

5,777
7,475
1,084
1,173
6,302
Depreciation and amortisation

4,693

5,013
3,020
(397)
(325)
(2,279)
(1,622)
1,298
1,403
3,564
Segment result

6,391

(3,315)
(2,133)
9
(9)
(26)
(344)
(408)
(1,690)
Income tax (expense)/benefit

(2,980)

8,328
5,153
(406)
(316)
(2,279)
(1,596)
1,642
1,811
5,254
Profit/(loss) before income tax

9,371

14,121
8,827
(43)
43
(6)
(6)
1,722
1,918
12,448
6,872
Operating result

26,753
23,604
(29)
54
2,800
3,043
23,982
20,507
Gross profit

(148,445)
(184,171)
116
8
(9,523)
(9,824)
(139,038)
(174,355)
Cost of sales

(327)
(533)
267
154
60
379
-intersegment revenue

175,198
207,775
182
579
12,056
12,713
162,960
194,483
-external revenue

175,198
207,775
(145)
46
12,323
12,867
194,862
Revenue

163,020

2017
2016
2017
2016
2017
2017

The financial information for the segments
presented to the Group’s CEO is derived from
internal management reports and prepared in

accordance with the same accounting standards
as those used to prepare the Group’s consolidated
financial statements under IFRS. The Group’s CEO
reviews operating performance of the segments
on at least a quarterly basis and allocates
resources on this basis.

Mln RUB

5. Operating segments
Under the current structure, the Group’s
business are segmented into Construction and
Services units. The companies included in both
segments operate in the Russian Federation.
Other segments include the company which is
registered and operating in Cyprus.

Eliminations
and other

2016

Level 3: inputs for the asset or liability that
are not based on observable market data
(unobservable inputs).

2017

Note 24 — financial instruments.

Other segments

Level 2: inputs other than quoted prices
included in Level 1 that are observable for the
asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices).

Further information about the assumptions
made in measuring fair values is included in the
following notes:

Services

Level 1: quoted prices (unadjusted) in active
markets for identical assets or liabilities.

The Group recognises transfers between levels of
the fair value hierarchy at the end of the reporting
period during which the change has occurred.

Construction

When measuring the fair value of an asset or a
liability, the Group uses market observable data
as far as possible. Fair values are categorised into
different levels in a fair value hierarchy based on
the inputs used in the valuation techniques as
follows.

If the inputs used to measure the fair value of
an asset or a liability might be categorised in
different levels of the fair value hierarchy, then
the fair value measurement is categorised in
its entirety in the same level of the fair value
hierarchy as the lowest level input that is
significant to the entire measurement.

Financial measure / Segment

A number of the Group’s accounting policies
and disclosures require the measurement of fair
values, for both financial and non-financial assets
and liabilities.

Consolidated Group

Measurement of fair values

2016
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7. Income and expenses

Major customers
In 2017, revenue from three customers individually
exceeded 10% of the Group’s total revenue.
Revenue from one of the customers accounted
for RUB66,581 million (32% of the Group’s total
revenue) and is included in the Construction
and Services segments. The second customer
contributed RUB44,633 million (21% of the
Group’s total revenue) and is included in the
Construction segment. The third customer
contributed RUB33,670 million (16% of the
Group’s total revenue) and is included in the
Construction segment.

In 2016, revenue from three customers individually
exceeded 10% of the Group’s total revenue.
Revenue from one of the customers accounted
for RUB57,594 million (33% of the Group’s total
revenue) and is included in the Construction
and Services segments. The second customer
contributed RUB40,187 million (23% of the
Group’s total revenue) and is included in the
Construction segment. The third customer
contributed RUB21,296 million (12% of the Group’s
total revenue) and is included in the Construction
segment.

2017

2016

Services of subcontractors

71,571

64,227

Materials

49,618

36,537

Personnel expenses

22,905

20,061

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

12,742

6,270

Depreciation and amortisation

6,999

5,496

Design works

2,606

1,727

Bank guarantees costs

2,321

2,487

1,191

1,111

14,218

10,529

184,171

148,445

Mln RUB

2017

2016

8,781

7,452

Other
2017

2016

bridges and highways

162,478

130,610

airfields and airports

18,550

18,766

9,558

2,271

Personnel expenses
Services provided by third parties

823

603

Social expenses

364

285

Depreciation and amortisation

351

312

Taxes other than income tax

303

259

Materials

292

285

Rent expense

191

165

Business trip expenses

165

153

Insurance

152

173

Revenue from contracts for construction of:

railway infrastructure facilities
other facilities
Total revenue from construction contracts
Revenue from maintenance and repair of roads

1,855

8,317

192,441

159,964

12,713

12,056

Other revenue

2,621

3,178

Total revenue

207,775

175,198

Below is the information on the geographical allocation of revenues from construction contracts. This allocation is
made based on the geographical location of construction sites:
Mln RUB

2017

2016

Central Federal District

92,023

99,799

Southern Federal District

60,167

11,144

Northwestern Federal District

28,578

39,482

Far Eastern Federal District

5,944

5,018

Volga Federal District

4,459

3,347

Siberian Federal District

1,270

1,174

192,441

159,964

Total revenue from construction contracts

The revenue from provision of maintenance and
repair of roads services represents work sites
located in the Central Federal District.
As at 31 December 2017 revenue inflows from
construction contracts amounting to

82

Mln RUB

Insurance

6. Revenue
Mln RUB

(а) Cost of sales

(b) Administrative expenses

Other administrative expenses

531

402

11,953

10,089

(c) Other expenses
Other expenses mainly consist of allowances for doubtful trade receivables, advances and loans given.

RUB 2,970 million (2016: RUB27,312 million) were
pledged to secure bank loans (Note 21) and
guarantees provided to customers by banks on
behalf of the Group.
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8. Net finance costs

11. Income taxes

Mln RUB

2017

2016

Interest income on long-term investment contracts

1,524

970

Interest income on loans given

1,045

1,315

Non-controlling interests

268

-

Interest income on bank deposits

245

660

81

472

Other finance income

9

53

Total finance income

3,172

3,470

(4,312)

(5,693)

Interest expense on finance leases

(828)

(924)

Effect of discounting financial liabilities

(438)

(193)

-

(587)

Total finance costs

(5,578)

(7,397)

Net finance costs recognised in profit or loss

(2,406)

(3,927)

Recognised in profit or loss:

Effect of discounting the financial assets

Interest expense on borrowings

Non-controlling interests

The Group’s applicable tax rate is 20% that represent income tax rate for Russian companies (2016:
20%).
(a) Amounts recognised in profit or loss
Mln RUB

2017

2016

3,379

2,903

54

(7)

3,433

2,896

(1,300)

419

(1,300)

419

2,133

3,315

(18)

(34)

2,115

3,281

Current tax expense
Current year
Adjustments of prior years tax

Deferred tax expense
Origination and reversal of temporary differences

Total income tax expense recognised in profit or loss
Income tax recognised in other comprehensive income
Total income tax expense
Reconciliation of effective tax rate:
2017

9. Earnings per share
The calculation of basic earnings per share
at 31 December 2017 was based on the profit
attributable to the ordinary shareholders of
RUB2,405 million (2016: RUB4,458 million), and a

weighted average number of outstanding ordinary
shares of 282,215,500 (2016: 282,215,500),
calculated as shown below. The Company does
not have dilutive potential ordinary shares.

Mln RUB

%

Mln RUB

%

Profit before income tax

5,153

100%

8,328

100%

Income tax at applicable tax rate

1,031

20%

1,666

20%

Non-deductible expenses

1,059

21%

1,670

17%

-

0%

(2)

(0%)

55

1%

(7)

(0%)

3

0%

3

0%

(15)

0%

(15)

(0%)

2,133

42%

3,315

36%

Non-taxable income
Adjustments of prior years tax

2017

2016

Issued shares at 1 January and 31 December

282,215,500

282,215,500

Weighted-average number of shares for the period ended 31 December

282,215,500

282,215,500

Profit attributed to shareholders (mln RUB)

2,405

4,458

Basic and diluted earnings per share (RUB)

8.52

15.80

2017

2016

25,022

21,608

6,664

5,905

31,686

27,513

2016

Tax on dividends
Effect of tax rates in foreign jurisdictions

10. Employee benefit expenses
Mln RUB
Wages and salaries
Contributions to State pension fund
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(b) Recognised deferred tax assets and liabilities
Mln RUB

Deferred tax assets and liabilities are attributable to the following:
Mln RUB

Assets

Liabilities

Property, plant and equipment

Net

(1,373)

(92)

1

-

(91)

(122)

(74)

(25)

(221)

60

28

-

88

Trade and other receivables

1,387

216

-

1,603

Construction contracts (including
due from and due to customers)

2,566

(689)

-

1,877

443

35

-

478

8

(24)

-

(16)

134

67

-

201

78

(19)

(9)

50

3,049

(419)

(34)

2,596

Intangible assets

2016

2017

2016

Property, plant and equipment

-

-

(1,256)

(1,373)

(1,256)

(1,373)

Intangible assets

-

-

(90)

(91)

(90)

(91)

Investments

-

-

(314)

(221)

(314)

(221)

115

88

-

-

115

88

Trade and other receivables

2,019

1,603

-

-

2,019

1,603

Construction contracts (including due
from and due to customers)

1,961

2,047

(21)

(170)

1,940

1,877

3

-

-

(16)

3

(16)

Provisions

1,248

516

(29)

(38)

1,219

478

Other

179

201

-

-

179

201

93

94

(49)

(44)

44

50

Tax loss carry-forwards

5

-

-

-

5

-

Net tax assets/liabilities

5,623

4,549

(1,759)

(1,953)

3,864

2,596

(1,529)

(1,571)

1,529

1,571

-

-

4,094

2,978

(230)

(382)

3,864

2,596

Provisions
Other

Set off of tax
Tax assets/(liabilities)

(c) Movement in deferred tax balances

Mln RUB

Property, plant and equipment
Intangible assets

Recognised
in profit
or loss

1 January
2017
(1,373)

134

Recognised
in other
comprehensive
income

Acquisition
through
business
combination

-

(17)

1

-

-

(90)

(75)

(18)

-

(314)

88

27

-

-

115

Trade and other receivables

1,603

416

-

-

2,019

Construction contracts (including
due from and due to customers)

1,877

63

-

-

1,940

Trade and other payables

478

741

-

-

1,219

Loans and borrowings

(16)

19

-

-

3

Provisions

201

(22)

-

-

179

50

(6)

-

-

44

Other
Tax loss carry-forwards

Inventories

Trade and other payables
Loans and borrowings

(d) Unrecognised deferred tax liabilities
At 31 December 2017 the Group had a deferred
tax liability of RUB938 million (2016: RUB1,163
million) in respect of temporary differences
of RUB4,690 million (2016: RUB5,816 million)
was related to investments in subsidiaries and
joint ventures. However, this liability was not
recognised because the Group controls the

dividend policy of its subsidiaries and is able
to veto the payment of dividends of its joint
ventures – i.e. the Group controls the timing
of reversal of the related taxable temporary
differences and management is confident that
they will not be reversed in the foreseeable future.

(1,256)

(91)

Inventories

Investments

31 December
2017

(221)

Investments

86

-

2017

Trade and other payables

31 December
2016

40

2016

Loans and borrowings

Recognised in
other comprehensive income

Recognised in
profit or loss

(1,413)

2017

Inventories

1 January
2016

-

2

-

3

5

2,596

1,300

(18)

(14)

3,864
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12. Property, plant and equipment
Mln RUB

Land

Buildings and Machinery and
structures
equipment

Vehicles

Equipment for
installation and
advances given

Other

In 2017 depreciation expense of RUB7,018 million
(2016: RUB5,493 million) was charged to cost of
sales, RUB203 million (2016: RUB183 million) to
administrative expenses, RUB125 million (2016:
RUB31 million) to other expenses.

Total

In 2016 property, plant and equipment with
carrying amount of RUB170 million were
reclassified to investment property due to changes
in nature of their use.

Cost or deemed cost
Balance as at 1 January 2016

498

9,540

18,988

9,550

912

825

40,313

51

750

5,470

555

540

1,679

9,045

Reclassification to other
balance sheet line items

-

(185)

-

-

-

-

(185)

Disposals

-

(235)

(272)

(195)

(187)

-

(889)

(48)

-

-

-

-

-

(48)

-

1,207

505

(62)

(2)

(1,648)

-

501

11,077

24,691

9,848

1,263

856

48,236

Additions

13

168

2,540

824

1,912

811

6,268

Acquisitions through
business combinations

17

49

55

17

1

4

143

Disposals

(38)

(629)

(336)

(340)

(1,793)

(54)

(3,190)

Reclassification to assets
classified as held for sale

(38)

(200)

-

-

-

-

(238)

-

543

280

8

31

(1,368)

(506)

455

11,008

27,230

10,357

1,414

249

50,713

Additions

Reclassification to assets
classified as held for sale
Transfers
Balance as at 31 December
2016

Transfers
Balance as at 31 December
2017

Depreciation and impairment losses
Balance as at 1 January 2016

-

2,279

9,536

6,158

467

-

18,440

Depreciation for the year

-

922

2,635

1,805

374

-

5,736

Reclassification to other
balance sheet line items

-

(15)

-

-

-

-

(15)

Disposals

-

(154)

(221)

(109)

(180)

-

(664)

Balance as at 31 December
2016

-

3,032

11,950

7,854

661

-

23,497

Depreciation for the year

-

1,022

3,142

1,467

1,777

-

7,408

Reclassification to assets
classified as held for sale

(17)

-

-

-

-

-

(17)

Disposals

-

(351)

(249)

(212)

(1,730)

-

(2,542)

Balance as at 31 December
2017

-

3,686

14,843

9,109

708

-

28,346

Balance as at 1 January
2016

498

7,261

9,452

3,392

445

825

21,873

Balance as at 31 December
2016

501

8,045

12,741

1,994

602

856

24,739

Balance as at 31 December
2017

455

7,322

12,387

1,248

706

249

22,367

Carrying amounts
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(a) Security
No material assets were pledged as at 31 December 2017 and 2016 except for those received under
finance lease agreements.
(b) Leased property, plant, and equipment
The Group leases production equipment under a
number of finance lease agreements. Certain
leases provide the Group with the option to
purchase the assets at a beneficial price at the end
of the lease terms. As at 31 December 2017 the net
book value of leased property, plant, and

equipment was RUB7,968 million (2016: RUB9,013
million). The leased property, plant, and equipment
secure lease obligations.
During 2017 the Group acquired equipment under
finance lease of RUB2,352 million (2016: RUB4,564
million).

13. Investments in equity-accounted entities
At 31 December 2017 the Group’s investments
comprised of 50% indirect interests in the share
capital of joint ventures North-West Concession
Company LLC (NWCC) and United Toll Systems
LLC (UTS) as well as 25.002% direct interest in

Mln RUB

the share capital of an associate JSC
Mostostroy-11.
None of the Group’s equity accounted investees is
a publicly listed entity, and consequently does not
have published price quotations.

Note

31 December 2017

31 December 2016

Investments in equity-accounted entities:
NWCC

(a)

5,018

6,673

UTS

(a)

1,170

862

Mostostroy-11

(c)

2,264

2,207

8,452

9,742

NWCC

3,496

3,017

Total loans given to investments in equity-accounted
entities

3,496

3,017

11,948

12,759

Total investments in equity-accounted entities
Loans given to investments in equity-accounted entities:

Total investments in equity-accounted entities
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(a) Joint ventures
The following table summarises the financial
information of UTS and NWCC as included in their
individual financial statements adjusted for the
effects of fair valuation of assets and liabilities at

the date of acquisition and the differences in the
accounting policies. The table also reconciles the
summarised financial information to the carrying
amount of the Group’s interest in UTS and NWCC.

NWCC
Mln RUB

31 December 2017 31 December 2016

Percentage ownership interest
UTS
Mln RUB

31 December 2017

31 December 2016

50%

50%

Non-current assets

2,678

3,036

Current assets (including cash and cash equivalents –
2017: RUB 672 mln, 2016: RUB 136 mln)

3,025

3,340

Non-current liabilities (including non-current financial liabilities and
excluding trade and other payables, and provisions –
2017: RUB 0 mln, 2016: RUB 3,143 mln)

-

(3,148)

Current liabilities (including current financial liabilities and excluding
trade and other payables, and provisions – 2017: RUB 2,118 mln,
2016: RUB 205 mln)

(3,363)

(1,505)

Net assets (100 %)

2,340

1,723

Group’s share of net assets (50 %)

1,170

862

Carrying amount of equity-accounted investment

1,170

862

Percentage ownership interest

50%

50%

Non-current assets

40,270

36,763

Current assets (including cash and cash equivalents –
2017: RUB 3,433 mln, 2016: RUB 8,365 mln)

10,079

10,146

Non-current liabilities (including non-current financial liabilities and
excluding trade and other payables, and provisions – 2017: RUB 37,575 mln,
2016: RUB 15,236 mln)

(39,882)

(17,027)

Current liabilities (including current financial liabilities and excluding trade
and other payables, and provisions – 2017: RUB 1,777 mln,
2016: RUB 18,056 mln)

(2,853)

(19,063)

Net assets (100 %)

7,614

10,819

Group’s share of net assets (50 %)

3,807

5,410

Goodwill

944

944

Additional contribution

267

320

5,018

6,674

2017

2016

4,517

7,189

Depreciation and amortisation

(1,505)

(1,498)

Interest expense

(4,530)

(4,112)

562

(886)

Loss and total comprehensive loss (100 %)

(3,311)

(4,507)

Loss and total comprehensive loss (50 %)

(1,656)

(2,254)

Group’s share of loss and total comprehensive loss (50%)

(1,656)

(2,254)

Carrying amount of equity-accounted investment

Revenue
2017

2016

6,841

5,625

(62)

(51)

Interest expense

(332)

(619)

Income tax expense

(177)

(250)

Profit and total comprehensive income (100 %)

616

537

Profit and total comprehensive income (50 %)

308

269

Group’s share of profit and total comprehensive income (50%)

308

269

Revenue
Depreciation and amortisation
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Income tax benefit(expense)

The major asset of NWCC is the concession
agreement, an identifiable amortizable intangible
asset with the carrying value of RUB 35,889
million as at 31 December 2017 (2016: RUB 36,738
million). The intangible asset is amortized over

the life of the concession agreement (till 2041).
The goodwill on acquisition in the amount of RUB
944 million is included in the carrying value of the
investment in the joint venture.
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(b) Impairment testing

OAO Mostostroy 11

The Group carried out an impairment test with
respect to its investment in NWCC as at 31
December 2017. The recoverable amount of
the Group’s investment in the joint venture was
estimated to be higher than its carrying amount
and therefore no provision for impairment was
recognized as at 31 December 2017.
The recoverable amount of the investment in
the joint venture was estimated based on the
present value of the future cash flows expected
to be derived from the investment over the life
of the concession agreement (value in use). The
key assumptions used in the estimation of the
recoverable amount are set out below. The values
assigned to the key assumptions represented
management’s assessment of future trends in the
relevant industries and were based on historical
data from both external and internal sources.

2017

2016

11.06%

10.74%

Traffic revenue (average
annual) growth rate

7.30%

6.70%

Budgeted EBITDA (average
annual) growth rate

9.70%

5.50%

Discount rate

to make traffic growth projections and revenue
forecast. The traffic revenue forecast was adjusted
to take into account inflation over the period of
the concession agreement.

31 December 2017

31 December 2016

25.002%

25.002%

6,156

6,126

Current assets

13,350

12,710

Non-current liabilities

(2,917)

(2,286)

Current liabilities

(8,198)

(8,382)

Net assets (100%)

8,391

8,168

Group’s share of net assets (25.002%)

2,098

2,041

166

166

2,264

2,207

2017

2016

22,163

15,710

314

479

Profit and total comprehensive income (25.002%)

79

120

1. The discount rate should increase to 13.14%;

Group’s share of profit and total comprehensive income (25.002%)

79

120

2. EBITDA should decrease by 23%;

Dividends received by the Group

22

23

31 December 2017

31 December 2016

2,342

3,631

382

291

25

27

221

240

2,970

4,189

723

634

2,247

3,555

2,970

4,189

Budgeted EBITDA was estimated taking into
account past experience of forecasting the costs
of constructing and operating such an asset as
well as the projected traffic revenue.
The cash flow projections included specific
estimates for the period through the end of
the concession agreement due to the fact that
the traffic and revenue projections covered
the periods through the end of the concession
agreement.
The estimated recoverable amount of the
investment exceeded its carrying amount by
approximately RUB 3,731 million. Management
has identified three key assumptions for which
there could be a reasonably possible change that
could cause the carrying amount to exceed the
recoverable amount. The amount that these three
assumptions are required to change individually in
order for the estimated recoverable amount to be
equal to the carrying amount is presented below:

Mln RUB
Percentage ownership interest
Non-current assets

Goodwill
Carrying amount of interest in the associate

Revenue
Profit and total comprehensive income (100%)

3. Revenue should decrease by 17%.
The discount rate was a post-tax measure
estimated based on the historical industry average
weighted-average cost of capital, with a possible
debt leveraging of 89.17% at a market interest rate
of 11.06%.
The Group engaged an independent traffic
advisor specialized in development of
transportation models and forecast of traffic

The Group carried out an impairment test with
respect to this investment at the end of 2016 as
well. As at 31 December 2016 the recoverable
amount of the investment was estimated to be
higher than its carrying amount and therefore no
provision for impairment was recognized as at
that date either.

14. Other assets
Mln RUB
Loans given
Available-for-sale investments
Bank deposits with maturities more than 3 months
Other investments

(c) Associate
The following table summarises the financial
information of the associate as included in its
individual financial statements and adjusted for
the effects of fair valuation of assets and liabilities
at the date of acquisition and the differences in

the accounting policies. The table also reconciles
the summarised financial information to the
carrying amount of the Group’s interest in this
company.

Non-current
Current

As at 31 December 2017 the majority of loans
given were provided to related parties at market
rates payable within a year (refer to Note 29).
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The Group’s exposure to credit, currency and
interest rate risks related to other assets is
disclosed in Note 24.
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15. Inventories
Mln RUB
Construction materials
Work in progress
Finished goods and goods for resale

As at 31 December 2017 the work-in-progress
included construction costs in the amount of RUB
8,009 million (2016: RUB 1,826 million) under the
projects for which new construction contracts
with customers have not been concluded. The
Group assesses these costs as recoverable and
expects that the new construction contracts with
customers will be concluded in the foreseeable
future. This assessment is based on the
established long-term business relationships with

17. Trade and other receivables
31 December 2017

31 December 2016

15,254

14,499

8,244

1,914

405

401

23,903

16,814

these customers, the unconditional fulfillment of
their obligations to pay for the works performed
in previous years, the existing specific plans
and schedules of actions, which are timely
executed by customers, and the obtained positive
conclusions of technical expertise on certain
construction projects.
No inventories were pledged as a security for the
borrowings as at 31 December 2017 and 2016.

16. Construction contracts in progress

31 December 2017

31 December 2016

Progress billings

442,579

375,685

Unbilled revenue

28,401

5,147

470,980

380,832

(408,287)

(330,531)

62,693

50,301

Recognised profit

65,080

52,272

Recognised loss

(2,387)

(1,971)

470,980

380,832

(500,376)

(429,558)

(29,396)

(48,726)

40,214

22,861

(58,650)

(61,069)

(18,436)

(38,208)

20,477

8,880

4,209

4,847

24,686

13,727

Contract revenue accumulated to the period end
Contract costs incurried accumulated to the period end
Net profit recognised
Including:

Contract revenue accumulated to the period end
Progress payments and advances received
Net payables to customers
Due from customers
Due to customers
Non-current retentions
Current retentions

The retentions on construction contracts are
amounts of progress billings that are not paid
until the satisfaction of conditions specified in
the contract for the payment of such amounts or
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31 December 2017

31 December 2016

Trade receivables

5,467

4,954

Value added tax

1,806

1,205

498

915

14

112

853

1,040

8,638

8,226

242

251

8,396

7,975

8,638

8,226

Security deposits for participation in tenders
Taxes other than income tax
Other receivables

Non-current
Current

The Group’s exposure to credit risk and impairment losses related to trade and other receivables are
disclosed in Note 24(b)(ii).

18. Cash and cash equivalents

The following table summarizes information related to construction contracts not completed as at the
reporting date, including contracts on which final payments have not been made.
Mln RUB

Mln RUB

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

Cash at special accounts

Cash at special accounts
Cash at special accounts in the amount of RUB
14,729 million as at 31 December 2017 (2016:
RUB 6,872 million) represents cash received
from customers, the state entities, for specific
financing of certain construction projects as part
of treasury or bank supervision over certain public
construction contracts. The use of these funds is
regulated by Resolutions of the Government of
the Russian Federation № 70 dated 04 February

31 December 2017

31 December 2016

1

1

4,649

1,874

-

17,116

4,650

18,991

14,729

6,872

2016, № 963 dated 20 September 2014, № 1563
dated 27 December 2014, and the Order of the
Ministry of Finance of the Russian Federation
№ 213n dated 25 December 2015, which set out
purposes, procedures and terms the Group
should comply with in order to use the funds.
The Group’s exposure to interest rate risk and
a sensitivity analysis for financial assets and
liabilities are disclosed in Note 24.

until defects have been rectified. The retentions
are measured at the fair value of the consideration
receivable based on the expected timing of cash
inflows.
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19. Capital and reserves

21. Loans and borrowings

(a) Share capital

This note provides information about the
contractual terms of the Group’s interest-bearing
loans and borrowings, which are measured at

Number of shares unless otherwise stated

Обыкновенные акции
2017

2016

282,215,500

282,215,500

0.14 RUB

0,14 RUB

On issue at 1 January

282,215,500

282,215,500

Secured bank loans

On issue at end of year, fully paid

282,215,500

282,215,500

Authorised shares
Par value

Ordinary shares
All shares rank equally with regard to the
Company’s residual assets.
The holders of ordinary shares are entitled to
receive dividends as declared from time to

amortised cost. For more information about the
Group’s exposure to interest rate, foreign currency
and liquidity risk, see Note 24.

time and are entitled to one vote per share
at shareholders’ meetings. In respect of the
Company’s shares that are held by the Group,
all rights are suspended until those shares are
reissued.

Mln RUB

31 December 2017

31 December 2016

507

484

-

4,990

Unsecured bank loans

20,053

8,056

Finance lease liabilities

2,566

2,580

23,126

16,110

Unsecured bonds

9,915

9,915

Finance lease liabilities

2,117

2,780

12,032

12,695

35,158

28,805

Current liabilities
Unsecured bonds

Non-current liabilities

Total loans and borrowings
(b) Dividends
In accordance with Russian legislation the
Company’s distributable reserves are limited to
the balance of retained earnings as recorded in
the Company’s statutory financial statements
prepared in accordance with Russian Accounting
Principles.
Dividends in the amount of RUB 3,003 million
(RUB 10.64 per share) for the year ended 31

December 2016 were declared on 29 June 2017
(2016: RUB 3,003 million, or RUB 10.64 per share).
Dividends were paid by the reporting date.
In addition, interim dividends in the amount of
RUB 2,385 million (RUB 8.45 per share) for the
nine-month period ended 30 September 2017
were declared on 8 December 2017.

(c) Fair value reserve
The fair value reserve comprises the cumulative
net change in the fair value of available-for-

sale financial assets until the investments are
derecognised or impaired..

As at 31 December 2017 the Group has unsecured
short-term bank loans for total amount of RUB 4
009 million, that are repayable in 2018 under the
terms of the loan agreement. As at the reporting
date, the Group breached two of the covenants
contained in the loan agreement with this bank,
namely the covenant regarding the ratio of the
amount of new contracts concluded to the total
revenue and the covenant regarding the ratio

of the overall portfolio of contracts to the total
revenue for the reporting period. As a result, the
creditor is entitled to claim for early repayment
of the loan at any time. The Group is currently in
negotiation with the bank on the revision of these
covenants. The management believes that fines,
penalties due to the breach of these covenants
would not be applied to the Group.

Finance lease liabilities are payable as follows:

Mln RUB

Future minimum
lease payments

Interest

Present value of
minimum lease payments

31 December 2017

20. Capital management
The Group has no formal policy for capital
management but management seeks to maintain
a sufficient capital base for meeting the Group’s
operational and strategic needs, and to maintain
confidence of market participants. This is
achieved with efficient cash management,
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constant monitoring of the Group’s revenues and
profit, and long-term investment plans mainly
financed by the Group’s operating cash flows.
With these measures the Group aims for steady
profits growth.

Less than one year

3,067

501

2,566

Between 1 and 5 years

2,348

231

2,117

5,415

732

4,683

3,253

673

2,580

31 December 2016
Less than one year
Between 1 and 5 years

3,171

391

2,780

6,424

1,064

5,360
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22. Trade and other payables

Reconciliation of movements of liabilities to cash flows arising from financing activities are below:
Liabilities
Mln RUB

Other loans and
borrowings

Bonds

Balance at 1 January 2017

10,399

Total

Finance lease
liabilities

13,046

Mln RUB

5,360

28,805

Changes from financing cash flows
Proceeds from loans and borrowings

-

166,171

-

166,171

Repayment of borrowings

-

(159,181)

-

(159,181)

Payment of finance lease liabilities

-

-

(3,060)

(3,060)

Interest paid

(1,129)

(3,143)

(828)

(5,100)

Total changes from financing cash flows

(1,129)

3,847

(3,888)

(1,170)

Other changes

31 December 2017

31 December 2016

22,418

15,693

Value added tax payable

6,095

4,905

Payables to personnel

5,905

4,674

Taxes payable other than income tax and value added tax

1,042

976

715

1,210

36,175

27,458

Long-term

1,684

1,846

Short-term

34,491

25,612

36,175

27,458

Trade payables

Other payables and accrued expenses

Liability-related
New finance leases

-

-

2,383

2,383

Interest expense

1,152

3,160

828

5,140

Total liability-related other changes

1,152

3,160

3,211

7,523

10,422

20,053

4,683

35,158

Balance at 31 December 2017

The carrying amounts of all of the Group’s loans
and borrowings are denominated in RUB.

Unsecured bonds
Bank loans
Finance lease liabilities

In 2016 the Company issued two series of bonds
with a nominal value of RUB 5.000 million each
and a coupon rate of 11.50% and 11.15% per annum,
respectively. Bonds mature in 10 years from the
date of issuance and the bondholders have 3-year
and 5-year put options.

The bank loans are attracted in RUB under fixed
and floating interest rates. The weighted-average
effective interest rates as at the reporting date
were as follows:
2017

2016

11.9%

11.9%

9.6%

14.5%

16.8%

16.4%

The bank loans for total amount of RUB 4 990
million outstanding as at 31 December 2016 were
secured by revenue from construction contracts
(Note 6). Finance lease liabilities are secured by
the leased assets (Note 12).

The Group’s exposure to currency and liquidity risks related to trade and other payables is disclosed in
Note 24(b)(iii) and 24 (b)(iv).

23. Provisions
As at 31 December 2017 provisions in these consolidated financial statements are presented mainly by
provisions for potentially loss-making construction contracts.

24. Fair values and risk management
(a) Measurement of fair values
The fair values of financial assets and liabilities
other than bonds were not significantly different
from their carrying amounts as at the reporting
date. The bonds are accounted for at amortized
cost and their fair values were equal to RUB 10,661
million as at the reporting date. The basis for
determining fair values is disclosed in Note 4.

Inputs for the valuation of the available-for-sale
financial assets are primarily based on the
observable market data (hierarchy level 1).
Available-for-sale financial assets as at 31
December 2017 in the amount of RUB 382 million
(2016: RUB 291 million) are represented by shares
of public bank.

(b) Financial risk management
The Group has exposure to the following risks from its use of financial instruments:
credit risk (see 24(b)(ii));
liquidity risk (see 24(b)(iii));
market risk (see 24(b)(iv)).
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(i) Risk management framework
The Board of Directors has overall responsibility
for the establishment and oversight of the Group’s
risk management framework. The management is
responsible for developing and monitoring the
Group’s risk management policies. The
management reports regularly to the Board of
Directors on its activities.
The Group’s risk management policies are
established to identify and analyse the risks faced
by the Group, to set appropriate risk limits and
controls, and to monitor risks and adherence to
limits. Risk management policies and systems are
reviewed regularly to reflect changes in market
conditions and the Group’s activities. The Group,
through its training and management standards
and procedures, aims to develop a disciplined and
constructive control environment in which all
employees understand their roles and obligations.
The Group’s Audit Committee oversees how
management monitors compliance with the
Group’s risk management policies and procedures
and reviews the adequacy of the risk management
framework in relation to the risks faced by the
Group. The Group’s Audit Committee is assisted in
its oversight role by Internal Audit. Internal Audit
undertakes both regular and ad hoc reviews of
risk management controls and procedures, the
results of which are reported to the Audit
Committee.
(ii) Credit risk
Credit risk is the risk of financial loss to the Group
if a customer or counterparty to a financial
instrument fails to meet its contractual
obligations, and arises principally from the
Group’s receivables from customers and
investments in securities.
The carrying amount of financial assets represents
the maximum credit risk exposure.
Trade and other receivables
The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer. The concentration of credit risk
geographically or with respect to sales
transactions with a single customer is disclosed in
Note 5.
In monitoring customer credit risk, the Group’s
ultimate customers are typically divided into the
following broad categories:
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Federal State agencies. This category
consists of agencies of the Russian Ministry
of Transport, primarily the federal highway
agency, Rosavtodor, the federal railway
agency, and Roszheldor.
State, State-owned and State-funded
corporations. This category consists of
State-owned corporations, primarily Russian
Highways.
Regional authorities. This category consists
of local governments such as the Moscow city
government, and local government entities or
authorities.
Municipal authorities. This category consists
of municipal authorities.
Private customers, including ‘‘public private
partnership’’ concessionaires. This category
consists of private construction companies
and concessionaires for ‘‘public private
partnerships’’ (PPP)
The Group’s contracts usually require an annual
advance payment from its customers of up to
30% of the anticipated annual work amount. The
Group typically uses this amount to finance some
of its raw materials, fuel and labour costs.
However, the Group is typically required to
provide its customers with a bank guarantee
covering the refund of this amount if the Group
fails to perform its contractual obligations. Most
of the Group’s construction contracts provide for
monthly progress payments in arrears based on a
schedule of works performed during that month.
The Group issues its invoices to customers in
accordance with terms specified in the relevant
contract, which generally require payment within
one to 30 days after the invoice date. To ensure
the timely collection of its account receivables
and to minimise the incurrence of bad debts, the
Group has implemented management controls
and established collection monitoring and
investigation procedures to manage its accounts
receivable and work-in-progress. It regularly
monitors the status of accounts receivable and
work-in-progress and actively seeks to manage
the risk of non-payment or late payment primarily
by maintaining close customer contacts.

due from customers on construction contracts) as
at 31 December 2017 (in 2016: two customers with
the amount of RUB 16,328 million).

relates to individually significant exposures.
The two most significant customers of the Group
account for RUB 30,709 million of the trade
receivables’ carrying amount (including amounts
Impairment losses

The ageing of trade and other receivables and amounts due from customers on construction contracts
at the reporting date was as follows:

Mln RUB

31 December 2017
Gross

Impairment

31 December 2016
Gross

Impairment

Trade and other receivables
Not past due

4,442

(28)

5,083

-

Past due 0-183 days

1,862

(175)

2,748

(1,193)

Past due more than 183 days

4,107

(3,390)

3,845

(3,574)

40,282

(68)

23,261

(400)

-

-

39

(39)

1,469

(1,469)

1,235

(1,235)

52,162

(5,130)

36,211

(6,441)

Amounts due from customers on construction
contracts
Not past due
Past due 0-183 days
Past due more than 183 days

As at 31 December 2017 the allowance for
doubtful prepayments amounted to RUB 4,469
million (2016: RUB 3,063 million). The allowance
was also recorded for potential losses of the
Group’s cash at accounts with the banks, whose
licenses were revoked by the Central Bank of the
Russian Federation.
Based on historic default rates, the Group believes
that, apart from the above, no impairment
allowance is necessary in respect of trade
receivables not past due or past due by up to 183
days. The main portion of the trade receivables
balance relates to customers that have a good
track record with the Group.
The allowance accounts in respect of trade
receivables are used to record impairment losses
unless the Group is satisfied that no recovery of
the amount owed is possible; at that point the

amounts are considered irrecoverable and are
written off against the financial asset directly.
As at 31 December 2017 and 2016 the Group did
not have any collective impairment on its trade
receivables.
In addition, the majority of the balance of
construction in progress due from customers
(Note 16) is from government agencies and other
public bodies, therefore, there is a concentration
of credit risk with such type of customers.
Based on the Group’s monitoring of customer
credit risk, the Group believes that, except
as indicated above, no impairment allowance
is necessary in respect of trade receivables
and other receivables and amounts due from
customers on construction contracts not past due.

The Group establishes an allowance for
impairment that represents its estimate of
incurred losses in respect of trade and other
receivables and investments. The only component
of this allowance is a specific loss component that
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727
727
Guarantees provided

Non-financial liabilities

The maximum amount of contingent liabilities related to the financial guarantees issued, on which the management does not expect cash outflows, is
disclosed.

-

6,840
7,226
4,363
7,970
51,143
45,615

24,744

1,117
1,117
1,117
Non-controlling interests

1,125
488
1,033
261
12,943
15,850
15,693
Trade payables

104
870
2,197
1,458
1,795
6,424
5,360

13,046
Bank loans

Finance lease liabilities

571
561
13,744
10,399
Unsecured bonds issued

Non-derivative financial liabilities

5,680

1,133

2-3 yrs
1-2 yrs
6-12 mth
0-6 mth
Contractual
cash flows
Carrying
amount
Mln RUB

31 December 2016

8,328

5,868

over 3 yrs
179
179
Guarantees provided

Non-financial liabilities

14,008

5,611

-

5,962
1,827
8,133
18,961
63,134
58,426

28,251

850
850
850
Non-controlling interests

856
709
530
1,556
19,507
23,158
22,418
Trade payables

54
559
1,735
1,424
1,643
5,415
4,683
Finance lease liabilities

15,410
5,690
20,053
Bank loans

Non-derivative financial liabilities

Mln RUB

31 December 2017
102

21,100

559

over 3 yrs

5,868

The following are the contractual maturities of
financial liabilities, including estimated interest
payments and excluding the impact of netting
agreements.

571

The financial guarantees provided to third parties
on behalf of related parties (see Note 29(c)
(iv)) and outstanding as at 31 December 2017
amounted to RUB 179 million (2016: RUB 727
million).

561

Exposure to liquidity risk

12,611

Guarantees

Carrying
amount

Cash and deposits at banks are held at financial
institutions that have minimal credit risks with
credit ratings of B3 to Ba1 assessed by Moody’s
Investors Service . As at 31 December 2017
majority of cash and cash equivalents were held
at state owned banks with credit ratings of Ba1.

As at 31 December 2017 the Group’s total current
liabilities exceeded total current assets by RUB
21.8 billion. The Group maintains open credit lines
with a number of major Russian banks to meet
requirements for short-term finance. The undrawn
credit facilities at 31 December 2016 amounted to
RUB 45 billion. The undrawn credit facilities are
available to the Group for the term of 1-3 years.
Management believes that current agreements
with banks are sufficient to maintain appropriate
liquidity in the foreseeable future.

10,422

The Group held cash and cash equivalents in the
amount of RUB 4,650 million as at 31 December
2017 (2016: RUB 18,991 million), cash at special
accounts in the amount of RUB 14,729 million at 31
December 2017 (2016: RUB 6,872 million) which
represents its maximum credit exposure on these
assets.

Unsecured bonds issued

Cash and cash equivalents

2-3 yrs

Liquidity risk is the risk that the Group will
encounter difficulty in meeting the obligations
associated with its financial liabilities that are
settled by delivering cash or another financial
asset. The Group’s approach to managing liquidity
is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when
due, under both normal and stressed conditions,
without incurring unacceptable losses or risking
damage to the Group’s reputation.

1-2 yrs

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

6-12 mth

(iii) Liquidity risk

0-6 mth

Investments

5,052
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Contractual
cash flows
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(IV) Market risk

(V) Interest rate risk

(VI) Other market price risk

Sensitivity analysis – equity price risk

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

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

Management of the Group monitors the mix
of debt and equity securities in its investment
portfolio based on market indices. Material
investments within the portfolio are managed on
an individual basis and all buy and sell decisions
are approved by the management. The primary
goal of the Group’s investment strategy is to
maximise investment returns.

The majority of the Group’s equity investments
are listed on MICEX stock exchanges. For such
investments, classified as instruments availablefor-sale, an increase or decrease of the MICEX
indices by 5% at the reporting date would not lead
to the significant effect on shareholders’ equity.

Currency risk
The Group does not have significant exposure to
foreign currency risk.

Exposure to interest rate risk

The Group does not enter into commodity
contracts other than to meet the Group’s
expected usage and sale requirements; such
contracts are not settled net.

At the reporting date the interest rate profile of
the Group’s interest-bearing financial instruments
was as follows:

Mln RUB

25. Significant subsidiaries

Carrying amount
31 December 2017

31 December 2016

Fixed rate instruments
Financial assets
Financial liabilities

3,745

3,327

(35,158)

(28,805)

(31,413)

(25,478)

2,118

3,348

2,118

3,348

Variable rate instruments
Financial assets
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Fair value sensitivity analysis for fixed rate
instruments

Cash flow sensitivity analysis for variable rate
instruments

The Group does not account for any fixedrate financial instruments as fair value through
profit or loss or as available-for-sale financial
instruments. Therefore a change in interest rates
at the reporting date would not have an effect in
profit or loss or in equity.

A change of 100 basis points in interest rates at
the reporting date would have no material impact
on equity and profit or loss of the Group.

(a) Significant subsidiaries and associated companies

Company

Country of
incorporation

Ownership interest
31 December 2017

31 December 2016

Transstroymechanizatsiya LLC

Russia

84%

84%

Mostotrest-Service JSC

Russia

60%

60%

NWCC LLC

Russia

50%

50%

UTS LLC

Russia

50%

50%

105
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(1,671)
(268)
4,988
(850)
(4,378)

Total comprehensive income for the year
Total comprehensive income for the year
attributable to non-controlling interests
Net cash from operating activities
Net cash used in investing activities
Net cash used in financing activities

(1,711)

Non-current liabilities

11,785
3,028
(70)

Net cash from/(used in) investing activities
Net cash from/(used in) financing activities
Net (decrease)/increase in cash and cash
equivalents

(14,883)

587

Total comprehensive income for the year
attributable to non-controlling interests
Net cash from operating activities

(334)

Total comprehensive income for the year

78,726

Revenue

(334)

1,117

Net assets attributable to non-controlling
interests

Profit for the year

6,979

Net assets

(42,728)

40,646

Current assets

Current liabilities

10,772

16%

Transstroymechanizatsiya

Non-current assets

Non-controlling interests

Mln RUB

173

(1,681)

713

1,141

467

1,168

1,168

12,086

1,372

3,429

(2,086)

(1,057)

2,382

4,190

40%

MostotrestService

(72)

(1,381)

(1,190)

2,499

517

1,292

1,292

12,444

1,665

4,163

(1,907)

(967)

3,057

3,980

40%

MostotrestService

24

53

(102)

73

88

132

132

1,100

237

354

(267)

(17)

317

321

67%

Avtoban-MostotrestService

65

(27)

(21)

113

132

199

199

1,460

373

557

(48)

(24)

262

367

67%

Avtoban-MostotrestService

37

87

72

(11)

26

-

(1)

(3)

(3)

(1,143)

Consolidation
adjustments

(34)

(85)

(85)

(1,497)

(93)

(234)

14

74

(17)

(305)

Consolida-tion
adjustments

555

1,646

Total share of non-controlling
interests in equity

615

1,946

Total share of non-controlling
interests in equity

THE ART OF INFRUSTRUCTURE

Non-controlling interest at 31 December 2016 comprised of:

(240)

(1,671)

Profit for the year

Net (decrease)/increase in cash and cash
equivalents

90,664

850

5,303

(63,840)

Revenue

Net assets attributable to non-controlling
interests

Net assets

Current liabilities

(880)

59,039

Current assets
Non-current liabilities

10,984

16%

Transstroymechanizatsiya

Non-current assets

Non-controlling interests

Mln RUB

Non-controlling interest as at 31 December 2017 comprised of:

(b) Non-controlling interest
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26. Operating leases

(b) Litigation

As at 31 December, the future minimum lease payments under non-cancellable leases were payable as
follows.
Mln RUB

31 December 2017

31 December 2016

Less than one year

440

511

From one to five years

397

505

1,492

1,554

2,329

2,570

More than five years

The Group leases a number of land plots,
warehouses and production equipment under
operating leases. The leases typically run for an
initial period of 5 to 49 years for land plots, one to
two years for production equipment and other
property, with an option to renew the lease after
that date. Lease payments are usually increased
annually to reflect market rentals.
Since the title to land plots and other property
does not pass to the Group, the lease payments
are regularly revised based on the market rates,

In 2018, the Federal Antimonopoly Service of
Russia (FAS) filed a case against certain
companies of the Group for violation of the
antimonopoly legislation as a result of the
conclusion of anti-competitive agreements. As at
the date of the approval of these consolidated
financial statements, these cases are at the stage

During the year ended 31 December 2017 the
Group recognised RUB 1,031 million operating
lease expenses in the profit or loss (2016: RUB 909
million).

(d) Warranties

As at 31 December 2017 and 2016 the Group did not have significant contractual obligations to purchase
property, plant and equipment.

28. Contingencies
(a) Insurance
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The Group has to comply with the Law on Urban
Planning, including for causing injury to life, health
or property of third parties as a result of
conducting construction works or defects in
construction, renovation, overhaul of capital
construction assets. The Group will also be held
responsible for accidental loss of or damage to
property being constructed. In order to reduce the
risk of losses and obligations to third parties as a
consequence of conducting construction works,
the Group has obtained full insurance coverage
against civil liabilities arising under the
construction contracts in accordance with the
terms of these contracts.

which the Group has fully offset these advances
against works performed and settled the litigation
with this subcontractor in full.
As at 31 December 2017 the Group was not
engaged in other litigations, the outcome of which
might have material effect on the consolidated
financial statements.

(c) Compliance with antimonopoly legislation requirements

and the Group does not have an interest in the
residual value of the leased property, it was
concluded that all the risks and rewards incidental
to ownership of these assets remain with the
lessor. As such, the Group classifies these leases as
operating leases.

27. Commitments

The insurance industry in the Russian Federation is
in a developing state and many forms of insurance
protection common in other parts of the world are
not yet generally available. The Group does not
have full coverage for its plant facilities, business
interruption, or third party liability in respect of
property or environmental damage arising from
accidents on Group property or relating to Group
operations. Until the Group obtains adequate
insurance coverage, there is a risk that the loss or
destruction of certain assets could have a material
adverse effect on the Group’s operations and
financial position.

As at 31 December 2017 the Group was engaged
in the litigation against one of its subcontractors
to recover advances previously given to the
subcontractor. The outstanding amount of the
advances given to this subcontractor amounted to
RUB 2,809 million at the reporting date. After the
reporting date the Group concluded a settlement
agreement with this subcontractor, as a result of

The Group has certain warranty obligations under
construction contracts terms which range from
one to twenty years. The Group performed
analysis of historical data on actual
compensations paid and defects rectified under
these warranties for the past seven years. Based
on this analysis, the Group concluded that the
probability of the constructions works carried out

of the proceedings, there are uncertainties
regarding their outcome, as well as the likelihood
of imposing administrative fines on the Group
companies and their amounts. Accordingly, the
provision for losses resulting from these
proceedings was not created in these
consolidated financial statements.

during the reporting period will not satisfy the
quality conditions specified in the contract and
require repair, is low. Therefore the Group did not
recognize a warranty liability on construction
contracts as at the reporting date.
The retentions held by customers under the
construction contracts are usually returned in full.

(e) Taxation contingencies
In the reporting period the Company was subject
to a comprehensive field tax audit for the periods
of 2013 to 2015. Following the results of the audit,
the tax authority issued a decision to make
additional payment of taxes in the amount of RUB
245 million. The Company does not agree with the
position of the tax authority and plans to dispute
the results of the tax audit. Management estimates
that the probability of an outflow of funds to settle
this dispute is not higher than average.
Consequently, the provision for possible losses in
respect of this dispute was not created in these
consolidated financial statements.
The taxation system in the Russian Federation
continues to evolve and is characterised by
frequent changes in legislation, official
pronouncements and court decisions, which are
sometimes contradictory and subject to varying
interpretation by different tax authorities.
Taxes are subject to review and investigation by a
number of authorities, which have the authority to
impose severe fines, penalties and interest charges.

A tax year generally remains open for review by
the tax authorities during the three subsequent
calendar years; however, under certain
circumstances a tax year may remain open longer.
Recent events within the Russian Federation
suggest that the tax authorities are taking a more
assertive and substance-based position in their
interpretation and enforcement of tax legislation.
Provisions of the Tax Code of Russian Federation
do not stipulate the exhaustive list of required
documents and procedures, that a taxpayer is
obliged to conduct in order to justify
reasonableness of the tax base and the amount of
taxes payable, including evidence of
counterparties’ due diligence. The Group
undertakes counterparties’ due diligence based on
the understanding of tax legislation requirements.
Tax and judicial authorities may interpret such
provisions differently that may lead to risks, which
may cause additional tax charges and duties, as
well as fines and penalties. In case the tax
authorities prove its position, the amount of
additional tax charges may influence the
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consolidated financial statements. Tax authorities
may challenge the amount of deductible expenses,
as well as related VAT, and also impose fines and
penalties. Management believes that in case taxes
were challenged in the courts, the amount of
charges imposed by tax authorities could be
significantly reduced. However, the final amount of
tax claims by tax authorities cannot be reliably
estimated as at the date of approval of these
financial statements. Therefore, the potential
impact of these circumstances on the consolidated
financial statements is not determined.
New transfer pricing legislation enacted in the
Russian Federation starting from 1 January 2012
provides for major modifications making local
transfer pricing rules closer to OECD guidelines,
but creating additional uncertainty in practical
application of tax legislation in certain
circumstances.
The new transfer pricing rules introduce an
obligation for the taxpayers to prepare transfer
pricing documentation with respect to controlled
transactions and prescribe new basis and
mechanisms for accruing additional taxes and
interest in case prices in the controlled transactions
differ from the market level.
The Group conducts operations classified as
controlled transactions and does not exclude the
possibility of disputes with tax authorities in
respect of pricing formation on these transactions.

Since there is no practice of applying the new
transfer pricing rules by the tax authorities and
courts, it is difficult to predict the effect of the new
transfer pricing rules on these consolidated
financial statements.
In addition, a number of new laws have recently
been adopted that introduce amendments to the
tax legislation of the Russian Federation. In
particular, changes were introduced to regulate the
tax consequences of transactions with foreign
companies and their activities, such as the concept
of beneficial ownership of income, taxation of
controlled foreign companies, rules for determining
tax residency, etc. Potentially, these changes may
have a significant impact on the Group's tax
position and create additional tax risks in the
future. This legislation and practice of its
application continues to develop, and the impact of
legislative changes should be considered based on
the factual circumstances.
These circumstances may create tax risks in the
Russian Federation that are substantially more
significant than in other countries. Management
believes that it has provided adequately for tax
liabilities based on its interpretations of applicable
Russian tax legislation, official pronouncements
and court decisions. However, the interpretations
of the relevant authorities could differ and the
effect on these consolidated financial statements, if
the authorities were successful in enforcing their
interpretations, could be significant.

29. Related party transactions
(a) Control relationships
In April 2018 Mr. A.R. Rotenberg acquired control
over JSC TFK-Finance and became the Group’s
ultimate controlling party.

As at 31 December 2017 the Mostotrest’s
shareholders structure was as follows:
94.2% — JSC TFK-Finance;
5.8% — free-float.
(b) Transactions with key management personnel
(I) Management remuneration

During the reporting period there were no other
material transactions conducted with key
management personnel and their close family
members.

During 2017 key management received
remuneration in the amount of RUB 2,402 million
(2016: RUB 1,465 million) included in personnel
costs.
(c) Transactions with other related parties

The Group’s other related party transactions are disclosed below.
(I) Sales

Mln RUB

Transaction value

Outstanding balance

2017

2016

31 December 2017

31 December 2016

Investments in equity accounted entities

185

2

31

1

Other related parties

130

189

-

-

3,865

3,643

210

(1,040)

400

374

78

71

4,580

4,208

319

(968)

Sale of goods to:

Services rendered to:
Investments in equity accounted entities
Other related parties
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(IV). Other operations

(II) Purchases
Transaction value

Mln RUB

Outstanding balance

2017

2016

31 December 2017

31 December 2016

464

333

18

(7)

Investments in equity accounted entities

483

650

(200)

179

Other related parties

120

627

(203)

(89)

1,067

1,610

(385)

83

Purchase of goods from:
Other related parties
Services received from:

Mln RUB

2017

2017

2016

Outstanding balance

2016

31 December 2017

31 December 2016

Loans given to:
Investments in equity accounted
entities
Other related parties

2,614

5,606

(3,824)

(6,628)

5,614

6,366

70

10

(70)

(455)

-

-

-

-

-

(1,608)

-

-

5,616 (3,894) (8,691)

5,614

6,366

Parent company

2,684

In 2017 the Group provided to and received
payments of loans from the joint-venture within
the open credit line in the amounts of RUB 2,614
million and RUB 3,824 million, respectively.
The loans bear floating interest rate at MIACR
plus margin that represents probability of the
borrower’s default on the loans and determined
as the difference between yield on comparable to
analyzed loans bonds payable and the base rate.

Mln RUB

Financial guarantees provided by the Group
to third parties as a security of related party
liabilities amounted to RUB 179 million as at 31
December 2017 (2016: RUB 711 million).

30. Events subsequent to the reporting date

31. Basis of measurement

(III) Loans
Repayment

In 2016 the Group provided funds in the form of
cash to its parent company in the amount of RUB
2,500 million. Interest at fixed annual rate of 14%
is accrued on these funds. In 2017, these funds,

Payments and receipts from shareholders were
reflected in other distributions and contributions
in capital on a net basis.

No significant events occurred after the reporting date.

Purchases of goods and services from related parties mainly consist of purchases from companies
related to shareholders of the Group and non-controlling participants of the subsidiaries.

Placement

In 2017 the Group provided funds in the form of
cash to its parent company in the amount of RUB
545 million. The interest is not accrued on this
amount.

including interest accrued, were repaid to the
Group in the amount of RUB 199 million.

The consolidated financial statements are
prepared on the historical (inintial) cost basis
except:
items of property, plant and equipment are
stated at their fair values as at the date of
the first-time adoption of IFRSs on 1 January
2008;

equity items in existence as at 31 December
2002 include adjustments for the effects of
hyperinflation, which were calculated using
conversion factors derived from the Russian
Federation Consumer Price Index published
by the Russian Statistics Agency, GosKomStat.
Russia ceased to be hyperinflationary for IFRS
purposes as at 1 January 2003.

financial investments classified as availablefor-sale are stated at fair value;

32. Changes in accounting policies

The loans are unsecured and payable by end of
2018.
Interest income on loans given to related parties
for the reporting period amounted to RUB 817
million (2016: RUB 1,171 million). Interest received
on loans given to related parties for the reporting
period amounted to RUB 358 million (2016: RUB
565 million).

Placement

Repayment

2017

2016

2017

2016

31 December 2017

31 December 2016

1,547

-

(1,503)

-

43

-

126

-

(180)

-

-

54

Except for the changes below, the Group has consistently applied the accounting policies set out in Note
33 to all periods presented in these consolidated financial statements.

33. Significant accounting policies
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, and have been applied consistently by Group entities.

Outstanding balance

Loans received from:
Investments in equity accounting
investees
Other related parties

1,673

-

(1,683) -

43

54

Interest expense on loans received from related parties for the reporting period amounted to RUB 11
million. Interest paid on loans received from related parties for the reporting period amounted to RUB 10
million.
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(VI) Interests in equity-accounted investees

(a) Basis of consolidation
(I) Business combinations

(III) Subsidiaries

Business combinations are accounted for using
the acquisition method as at the acquisition date,
which is the date on which control is transferred
to the Group (see Note 33(a)(iii)).

Subsidiaries are entities controlled by the Group.
The Group controls an entity when it is exposed
to, or has rights to, variable returns from its
involvement with the entity and has the ability to
affect those returns through its power over the
entity. The financial statements of subsidiaries are
included in the consolidated financial statements
from the date that control commences until
the date that control ceases. The accounting
policies of subsidiaries have been changed when
necessary to align them with the policies adopted
by the Group. Losses applicable to the noncontrolling interests in a subsidiary are allocated
to the non-controlling interests even if doing so
causes the non-controlling interests to have a
deficit balance.

The Group measures goodwill at the acquisition
date as:
the fair value of the consideration transferred;
plus
the recognised amount of any non-controlling
interests in the acquiree; plus
if the business combination is achieved in
stages, the fair value of the pre-existing
equity interest in the acquire; less
the net recognised amount (generally fair
value) of the identifiable assets acquired and
liabilities assumed.
When the excess is negative, a bargain purchase
gain is recognised immediately in profit or loss.
The consideration transferred does not include
amounts related to the settlement of pre-existing
relationships. Such amounts are generally
recognised in profit or loss.
Transaction costs, other than those associated
with the issue of debt or equity securities, that
the Group incurs in connection with a business
combination are expensed as incurred.
Any contingent consideration is measured at fair
value at the date of acquisition. If an obligation
to pay contingent consideration that meets the
definition of a financial instrument is classified as
equity, then it is not remeasured and settlement
is accounted for within equity. Otherwise, other
contingent consideration is remeasured at fair
value at each reporting date and subsequent
changes in the fair value of the contingent
consideration are recognised in profit or loss.
(II) Non-controlling interests
Non-controlling interests are measured at their
proportionate share of the acquiree’s identifiable
net assets at the acquisition date.
Changes in the Group’s interest in a subsidiary
that do not result in a loss of control are
accounted for as equity transactions.
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(IV) Acquisitions from entities under common
control
Business combinations arising from transfers of
interests in entities that are under the control
of the shareholder that controls the Group are
accounted for as if the acquisition had occurred
at the beginning of the earliest comparative
period presented or, if later, at the date that
common control was established; for this purpose
comparatives are revised. The assets and liabilities
acquired are recognised at the carrying amounts
recognised previously in the Group’s controlling
shareholder’s consolidated financial statements.
The components of equity of the acquired
entities are added to the same components
within Group equity except that any share capital
of the acquired entities is recognised as part of
additional paid-in capital. Any cash paid for the
acquisition is recognised directly in equity.
(V) Loss of control
Upon the loss of control, the Group derecognises
the assets and liabilities of the subsidiary,
any non-controlling interests and the other
components of equity related to the subsidiary.
Any surplus or deficit arising on the loss of control
is recognised in profit or loss. If the Group retains
any interest in the previous subsidiary, then such
interest is measured at fair value at the date that
control is lost. Subsequently it is accounted for as
an equity-accounted investee or as an availablefor-sale financial asset depending on the level of
influence retained.

The Group’s interests in equity-accounted
investees comprise interests in associates and a
joint venture.
Associates are those entities in which the Group
has significant influence, but not control or joint
control, over the financial and operating policies.
Significant influence is presumed to exist when
the Group holds between 20% and 50% of the
voting power of another entity. A joint venture
is an arrangement in which the Group has joint
control, whereby the Group has rights to the net
assets of the arrangement, rather than rights to its
assets and obligations for its liabilities.
Interests in associates and joint ventures are
accounted for using the equity method and
are recognised initially at cost. The cost of the
investment includes transaction costs.
The consolidated financial statements include
the Group’s share of the profit or loss and other
comprehensive income of equity accounted
investees, after adjustments to align the
accounting policies with those of the Group,

from the date that significant influence or joint
control commences until the date that significant
influence or joint control ceases.
When the Group’s share of losses exceeds its
interest in an equity-accounted investee, the
carrying amount of that interest including any
long-term investments, is reduced to zero, and
the recognition of further losses is discontinued,
except to the extent that the Group has an
obligation or has made payments on behalf of the
investee.
(VII) Transactions eliminated on consolidation
Intra-group balances and transactions, and
any unrealised income and expenses arising
from intra-group transactions, are eliminated.
Unrealised gains arising from transactions with
equity-accounted investees are eliminated against
the investment to the extent of the Group’s
interest in the investee. Unrealised losses are
eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of
impairment.

(b) Discontinued operations
A discontinued operation is a component of the
Group’s business, the operations and cash flows of
which can be clearly distinguished from the rest
of the Group and which:
represents a separate major line of business
or geographical area of operations;
is part of a single co-ordinated plan to
dispose of a separate major line of business or
geographical area of operations; or

Classification as a discontinued operation occurs
upon disposal or when the operation meets the
criteria to be classified as held for sale, if earlier.
When an operation is classified as a discontinued
operation, the comparative statement of
comprehensive income is re-presented as if the
operation had been discontinued from the start of
the comparative period.

is a subsidiary acquired exclusively with a
view to resale.
(c) Revenue
(I) Construction contracts
Contract revenue includes the initial amount
agreed in the contract plus any variations in
contract work, claims and incentive payments, to
the extent that it is probable that they will result
in an inflow of economic benefits and can be
measured reliably. As soon as the outcome of a
construction contract can be estimated reliably,
contract revenue is recognised in profit or loss
in proportion to the stage of completion of the
contract. Contract expenses are recognised as

incurred unless they create an asset related to
future contract activity.
The stage of completion is assessed by reference
to the share of the costs incurred to date in the
total estimated contract costs.
When the outcome of a construction contract
cannot be estimated reliably, contract revenue
is recognised only to the extent of contract
costs incurred that are likely to be recoverable.
An expected loss on a contract is recognised
immediately in profit or loss.
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(II) General contractor services

(IV) Commissions

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

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

(III) Services rendered
Revenue from services rendered is recognised
in proportion to the stage of completion of the
transaction at the reporting date. The stage of
completion is assessed by reference to surveys of
work performed.

(V) Other revenue
Revenue from other activities is recognised when
significant risks and rewards of ownership have
been transferred to the buyer, recovery of the
consideration is probable, the associated costs
and possible return of goods can be estimated
reliably, and there is no continuing management
involvement with the goods, and the amount of
revenue can be measured reliably.

interest income;
interest expense;

impairment losses recognised on financial
assets (other than trade receivables);
non-controlling interest clasfied as a debt
instrument.

dividend income;
the net gain or loss on the disposal of
available-for-sale financial assets;
the foreign currency gain or loss on financial
assets and financial liabilities;

Interest income or expense is recognised using
the effective interest method. Dividend income is
recognised in profit or loss on the date that the
Group’s right to receive payment is established.

Transactions in foreign currencies are translated
to the respective functional currencies of Group
entities at exchange rates at the dates of the
transactions.
Monetary assets and liabilities denominated
in foreign currencies at the reporting date are
translated to the functional currency at the
exchange rate at that date. The foreign currency
gain or loss on monetary items is the difference
between amortised cost in the functional
currency at the beginning of the period, adjusted
for effective interest and payments during the
period, and the amortised cost in foreign currency
translated at the exchange rate at the end of the
reporting period.
Non-monetary assets and liabilities denominated
in foreign currencies that are measured at fair
value are translated to the functional currency at
the exchange rate at the date that the fair value
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When a foreign operation is disposed of such
that control, significant influence or joint control
is lost, the cumulative amount in the translation
reserve related to that foreign operation is
reclassified to profit or loss as part of the gain or
loss on disposal. When the Group disposes of only
part of its interest in a subsidiary that includes
a foreign operation while retaining control, the
relevant proportion of the cumulative amount is

When the settlement of a monetary item
receivable from or payable to a foreign operation
is neither planned nor likely to occur in the
foreseeable future, foreign exchange gains and
losses arising from such item form part of a
net investment in a foreign operation and are
recognised in other comprehensive income, and
presented in the translation reserve in equity.

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

(e) Foreign currency
(I) Foreign currency transactions

reattributed to non-controlling interests. When
the Group disposes of only part of its investment
in an associate or joint venture that includes
a foreign operation while retaining significant
influence or joint control, the relevant proportion
of the cumulative amount is reclassified to profit
or loss.

(f) Employee benefits

(d) Finance income and costs
The Group’s finance income and finance costs
include:

Foreign currency differences are recognised in
other comprehensive income, and presented in
the foreign currency translation reserve in equity.
However, if the operation is a non-wholly owned
subsidiary, then the relevant proportionate share
of the translation difference is allocated to noncontrolling interests.

was determined. Non-monetary items in a foreign
currency that are measured based on historical
cost are translated using the exchange rate at the
date of the transaction.
Foreign currency differences arising in translation
are recognised in profit or loss, except for
differences arising on the translation of availablefor-sale equity instruments which are recognised
in other comprehensive income.

A defined contribution plan is a post-employment
benefit plan under which an entity pays fixed
contributions into a separate entity and will
have no legal or constructive obligation to pay
further amounts. Obligations for contributions
to defined contribution pension plans, including
Russia’s State pension fund, are recognised as an
employee benefit expense in profit or loss in the
periods during which services are rendered by
employees. Prepaid contributions are recognised

(II) Foreign operations

(g) Income tax

The assets and liabilities of foreign operations,
including goodwill and fair value adjustments
arising on acquisition, are translated to the
presentation currency at the exchange rates at
the reporting date. The income and expenses
of foreign operations are translated to the
presentation currency at exchange rates at the
dates of the transactions.

Income tax expense comprises current and
deferred tax. It is recognised in profit or loss
except to the extent that it relates to a business
combination, or items recognised directly in
equity or in other comprehensive income.

as an asset to the extent that a cash refund
or a reduction in future payments is available.
Contributions to a defined contribution plan that
are due more than 12 months after the end of the
period in which the employees render the service
are discounted to their present value.
(III) Other long-term employee benefits
The Group’s net obligation in respect of long-term
employee benefits other than pension plans is
the amount of future benefit that employees have
earned in return for their service in the current
and prior periods; that benefit is discounted to
determine its present value, and the fair value of
any related assets is deducted. The discount rate
is the yield at the reporting date on government
bonds that have maturity dates approximating
the terms of the Group’s obligations and that are
denominated in the same currency in which the
benefits are expected to be paid. The calculation
is performed using the projected unit credit
method. Remeasurements are recognised in profit
or loss in the period in which they arise.

(I) Current tax
Current tax comprises the expected tax payable
or receivable on the taxable income or loss for
the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment
to tax payable in respect of previous years.

117

ANNUAL REPORT 2017

APPENDICES

THE ART OF INFRUSTRUCTURE

Current tax payable also includes any tax liability
arising from dividends.
(II) Deferred tax
Deferred tax is recognised in respect of temporary
differences between the carrying amounts
of assets and liabilities for financial reporting
purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for:
temporary differences on the initial recognition
of assets or liabilities in a transaction that is
not a business combination and that affects
neither accounting nor taxable profit or loss;
temporary differences related to investments
in subsidiaries, associates and joint
arrangements to the extent that the Group is
able to control the timing of the reversal of the
temporary differences and it is probable that
they will not reverse in the foreseeable future;
taxable temporary differences arising on the
initial recognition of goodwill.
Deferred tax assets are recognised for unused
tax losses, unused tax credits and deductible
temporary differences to the extent that it is
probable that future taxable profits will be
available against which they can be used. Future
taxable profits are determined based on the
reversal of relevant taxable temporary differences.
If the amount of taxable temporary differences
is insufficient to recognise a deferred tax asset
in full, then future taxable profits, adjusted for
reversals of existing temporary differences, are
considered, based on the business plans for
individual subsidiaries in the Group. Deferred tax
assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable
that the related tax benefit will be realised; such
reductions are reversed when the probability of
future taxable profits improves.
Unrecognised deferred tax assets are reassessed
at each reporting date and recognised to the
extent that it has become probable that future
taxable profits will be available against which they
can be used.

Deferred tax is measured at the tax rates that
are expected to be applied to the temporary
differences when they reverse, based on the laws
that have been enacted or substantively enacted
by the reporting date.
The measurement of deferred tax reflects the
tax consequences that would follow the manner
in which the Group expects, at the end of the
reporting period, to recover or settle the carrying
amount of its assets and liabilities.
Deferred tax assets and liabilities are offset
if there is a legally enforceable right to offset
current tax assets and liabilities, and they
relate to income taxes levied by the same tax
authority on the same taxable entity, or on
different tax entities, but they intend to settle
current tax liabilities and assets on a net basis
or their tax assets and liabilities will be realised
simultaneously.
In accordance with the tax legislation of the
Russian Federation, tax losses and current tax
assets of a company in the Group may not be
set off against taxable profits and current tax
liabilities of other Group companies. In addition,
the tax base is determined separately for each
of the Group’s main activities and, therefore, tax
losses and taxable profits related to different
activities cannot be offset.
In determining the amount of current and
deferred tax the Group takes into account the
impact of uncertain tax positions and whether
additional taxes, penalties and late-payment
interest may be due. The Group believes that
its accruals for tax liabilities are adequate for
all open tax years based on its assessment of
many factors, including interpretations of tax
law and prior experience. This assessment relies
on estimates and assumptions and may involve
a series of judgments about future events. New
information may become available that causes
the Group to change its judgment regarding the
adequacy of existing tax liabilities; such changes
to tax liabilities will impact the tax expense in the
period that such a determination is made.

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

(I) Assets held for sale or distribution
Non-current assets, or disposal groups comprising
assets and liabilities, that are expected to be
recovered primarily through sale or distribution
rather than through continuing use, are classified
as held for sale or distribution.
Such assets, or disposal group, are generally
measured at the lower of their carrying amount
and fair value less cost to sell. Any impairment
loss on a disposal group is allocated first to
goodwill, and then to the remaining assets and
liabilities on pro rata basis, except that no loss is
allocated to inventories, financial assets, deferred
tax assets or employee benefit assets, which

continue to be measured in accordance with the
Group’s other accounting policies. Impairment
losses on initial classification as held for sale
or distribution and subsequent gains or losses
on remeasurement are recognised in profit or
loss. Gains are not recognised in excess of any
cumulative impairment loss.
Intangible assets and property, plant and
equipment once classified as held for sale or
distribution are not amortised or depreciated. In
addition, equity accounting of equity-accounted
investees ceases once classified as held for sale or
distribution.

(j) Property, plant and equipment
(I) Recognition and measurement

(II) Subsequent expenditure

Items of property, plant and equipment are
measured at cost less accumulated depreciation
and any accumulated impairment losses. The cost
of certain items of property, plant and equipment
at 1 January 2008, the Group’s date of transition
to IFRSs, was determined by reference to its fair
value at that date.

Subsequent expenditure is capitalised only if it
is probable that the future economic benefits
associated with the expenditure will flow to the
Group.

Cost includes expenditure that is directly
attributable to the acquisition of the asset. The
cost of self-constructed assets includes the cost
of materials and direct labour, any other costs
directly attributable to bringing the asset to a
working condition for their intended use, the
costs of dismantling and removing the items
and restoring the site on which they are located,
and capitalised borrowing costs. Purchased
software that is integral to the functionality of the
related equipment is capitalised as part of that
equipment.
If significant parts of an item of property, plant
and equipment have different useful lives, they
are accounted for as separate items (major
components) of property, plant and equipment.
Any gain or loss on disposal of an item of
property, plant and equipment is determined
by comparing the proceeds from disposal with
the carrying amount of property, plant and
equipment, and is recognised net within other
income/other expenses in profit or loss.

The costs of the day-to-day servicing of property,
plant and equipment are recognised in profit or
loss as incurred.
(III) Depreciation
Items of property, plant and equipment are
depreciated from the date when they are installed
and are ready for use, or in respect of internally
constructed assets, from the date when the asset
is completed and ready for use. Depreciation is
based on the cost of an asset less its estimated
residual value.
Depreciation is generally recognised in profit or
loss on a straight-line basis over the estimated
useful lives of each part of an item of property,
plant and equipment, since this most closely
reflects the expected pattern of consumption of
the future economic benefits embodied in the
asset. Leased assets are depreciated over the
shorter of the lease term and their useful lives
unless it is reasonably certain that the Group will
obtain ownership by the end of the lease term.
Land is not depreciated.
The estimated useful lives of items of property,
plant and equipment for the current and
comparative periods are as follows:

Net realisable value is the estimated selling
price in the ordinary course of business, less
the estimated costs of completion and selling
expenses.
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buildings and structures		

17 years;

machinery and equipment		

7 years;

vehicles				

7 years;

other PPE				

3 years.

Depreciation methods, useful lives and residual
values are reviewed at each reporting date and
adjusted if appropriate.

(k) Intangible assets
(I) Goodwill

(IV) Amortisation

Goodwill arising on the acquisition of subsidiaries
is measured at cost less accumulated impairment
losses.

Amortisation is based on the cost of the asset less
its estimated residual value.

(II) Other intangible assets
Other intangible assets that are acquired by the
Group, which have finite useful lives, are measured
at cost less accumulated amortisation and
accumulated impairment losses.
(III) Subsequent expenditure
Subsequent expenditure is capitalised only
when it increases the future economic benefits
embodied in the specific asset to which it relates.
All other expenditure, including expenditure
on internally generated goodwill and brands, is
recognised in the profit or loss as incurred.

Amortisation is generally recognised in profit or
loss on a straight-line basis over the estimated
useful lives of intangible assets, other than
goodwill, from the date that they are available for
use since this most closely reflects the expected
pattern of consumption of future economic
benefits embodied in the asset. The estimated
useful lives for the current and comparative
periods are as follows:
construction contracts		

1.5 years;

software				

3-5 years.

Amortisation methods, useful lives and residual
values are reviewed at each financial year end and
adjusted if appropriate.

(l) Amounts due from/ to customers on construction contracts
Amounts due from customers on construction
contracts represent the amount of construction
contracts in progress less consideration received
by the Group for works already performed.
Amounts due from customers are presented
separately in the statement of financial position
for all contracts in which costs incurred
plus recognised profits and losses exceeds
consideration received.
If the consideration received for works performed
to date exceeds costs incurred plus recognised
profits and losses, then the difference is presented

as Due to customers on construction contracts in
the statement of financial position.
Construction contracts in progress represent
the gross amount expected to be collected from
customers for contract work performed to date. It
is measured at cost plus profit recognised to date
(see Note 33(c)(i)) less recognised losses. Cost
includes all expenditure related directly to specific
projects and an allocation of fixed and variable
overheads incurred in the Group’s contract
activities based on normal operating capacity.

(m) Financial instruments
The Group classifies non-derivative financial
assets into the following categories: financial
assets at fair value through profit or loss, held-tomaturity financial assets, loans and receivables
and available-for-sale financial assets.
(I) Non-derivative financial assets and financial
liabilities – recognition and derecognition
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The Group initially recognises loans and
receivables and debt securities issued on the date
that they are originated. All other financial assets
and financial liabilities are recognised initially
on the trade date at which the Group becomes
a party to the contractual provisions of the
instrument.

The Group derecognises a financial asset when
the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive
the contractual cash flows on the financial asset
in a transaction in which substantially all the
risks and rewards of ownership of the financial
asset are transferred. Any interest in transferred
financial assets that is created or retained by the
Group is recognised as a separate asset or liability.
The Group derecognises a financial liability when
its contractual obligations are discharged or
cancelled or expire. Financial assets and liabilities
are offset and the net amount presented in
the statement of financial position when, and
only when, the Group currently has a legally
enforceable right to set off the recognised
amounts and intends either to settle on a net
basis or to realise the asset and settle the liability
simultaneously. The Group currently has a legally
enforceable right to set off if that right is not
contingent on a future event and enforceable both
in the normal course of business and in the event
of default, insolvency or bankruptcy of the Group
and all counterparties.
(II) Non-derivative financial assets – measurement
Loans and receivables
Loans and receivables are a category of financial
assets with fixed or determinable payments that
are not quoted in an active market. Such assets are
recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial
recognition loans and receivables are measured at
amortised cost using the effective interest method,
less any impairment losses (see Note 33(n)(i)).
Loans and receivables category comprise the
following classes of financial assets: trade and
other receivables as presented in Note 17 and cash
and cash equivalents as presented in Note 18.
Cash and cash equivalents
Cash and cash equivalents comprise cash
balances, call deposits and highly liquid
investments with maturities of three months or
less from the acquisition date that are subject to
insignificant risk of changes in their fair value.

derivative financial assets that are designated
as available-for-sale or are not classified in any
of the above categories of financial assets. Such
assets are recognised initially at fair value plus any
directly attributable transaction costs. Subsequent
to initial recognition, they are measured at
fair value and changes therein, other than
impairment losses (see Note 33(n)(i)) and foreign
currency differences on available-for-sale debt
instruments (see Note 33(e)(i)), are recognised
in other comprehensive income and presented
within equity in the fair value reserve. When an
investment is derecognised, the cumulative gain
or loss in equity is reclassified to profit or loss.
Unquoted equity instruments whose fair value
cannot reliably be measured are carried at cost.
Available-for-sale financial assets comprise equity
securities and debt securities.
(III) Non-derivative financial liabilities measurement
The Group classifies non-derivative financial
liabilities into the other financial liabilities category.
Such financial liabilities are recognised initially at
fair value less any directly attributable transaction
costs. Subsequent to initial recognition, these
financial liabilities are measured at amortised cost
using the effective interest method.
Other financial liabilities comprise loans and
borrowings, bank overdrafts, and trade and other
payables.
Non-controlling interest
In accordance with the Law on Limited Liability
Companies No. 14-FZ dated 8 February 1998, each
participant in a Russian limited liability company
is entitled to withdraw from the company and
receive the book value of its participatory share
in the company, if the company’s charter does
not provide for the opposite. Such rights are
recognized as a puttable debt instrument and,
therefore, profit or loss attributable to minority
participants is recognized as finance costs.
(IV) Share capital
Ordinary shares

In the statement of cash flows, cash and cash
equivalents includes bank overdrafts that are
repayable on demand and form an integral part of
the Group’s cash management.

Ordinary shares are classified as equity.
Incremental costs directly attributable to issue of
ordinary shares and share options are recognised
as a deduction from equity, net of any tax effects.

Available-for-sale financial assets

Repurchase, disposal and reissue of share capital
(treasury shares)

Available-for-sale financial assets are non-
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When shares recognised as equity are repurchased,
the amount of the consideration paid, which
includes directly attributable costs, net of any tax
effects, is recognised as a deduction from equity.
Repurchased shares are classified as treasury
shares and are presented in the treasury share

reserve. When treasury shares are sold or reissued
subsequently, the amount received is recognised as
an increase in equity, and the resulting surplus or
deficit on the transaction is presented in additional
paid-in capital.

(n) Impairment
(I) Non-derivative financial assets
A financial asset not carried at fair value through
profit or loss, including an interest in an equityaccounted investee, is assessed at each reporting
date to determine whether there is any objective
evidence that it is impaired. A financial asset is
impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of
the asset, and that the loss event had a negative
effect on the estimated future cash flows of that
asset that can be estimated reliably.
Objective evidence that financial assets (including
equity securities) are impaired can include:
default or delinquency by a debtor;
restructuring of an amount due to the Group
on terms that the Group would not consider
otherwise;
indications that a debtor or issuer will enter
bankruptcy;
adverse changes in the payment status of
borrowers or issuers in the Group;
economic conditions that correlate with
defaults;
the disappearance of an active market for a
securityor;
observable data indicating that there is
measurable decrease in expected cash flows
from a group of financial assets.
In addition, for an investment in an equity security,
a significant or prolonged decline in its fair value
below its cost is objective evidence of impairment.
Financial assets measured at amortised cost
The Group considers evidence of impairment for
these assets at both an individual asset and a
collective level. All individually significant assets
are individually assessed for impairment. Those
found not to be impaired are then collectively
assessed for any impairment that has been
incurred but not yet identified. Assets that are not
individually significant are collectively assessed
for impairment by grouping together assets with
similar risk characteristics.
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In assessing collective impairment the Group
uses historical trends of the probability of default,
timing of recoveries and the amount of loss
incurred, adjusted for management’s judgement as
to whether current economic and credit conditions
are such that the actual losses are likely to be
greater or less than suggested by historical trends.
An impairment loss is calculated as the difference
between an asset’s carrying amount, and the
present value of the estimated future cash flows
discounted at the asset’s original effective interest
rate. Losses are recognised in profit or loss and
reflected in an allowance account. When the Group
considers that there are no realistic prospects
of recovery of the asset, the relevant amounts
are written off. Interest on the impaired asset
continues to be recognised through the unwinding
of the discount. When a subsequent event causes
the amount of impairment loss to decrease
and the decrease can be related objectively to
an event occurring after the impairment was
recognised, the decrease in impairment loss is
reversed through profit or loss.
Available-for-sale financial assets
Impairment losses on available-for-sale financial
assets are recognised by reclassifying the losses
accumulated in the fair value reserve in equity,
to profit or loss. The cumulative loss that is
reclassified from equity to profit or loss is the
difference between the acquisition cost, net of
any principal repayment and amortisation, and
the current fair value, less any impairment loss
previously recognised in profit or loss. Changes in
impairment provisions attributable to application
of the effective interest method are reflected as a
component of interest income. If, in a subsequent
period, the fair value of an impaired available-forsale debt security increases and the increase can
be related objectively to an event occurring after
the impairment loss was recognised in profit or
loss, then the impairment loss is reversed, with the
amount of the reversal recognised in profit or loss.
However, any subsequent recovery in the fair value
of an impaired available-for-sale equity security is
recognised in other comprehensive income.

Equity-accounted investees
An impairment loss in respect of an equityaccounted investee is measured by comparing
the recoverable amount of the investment with its
carrying amount. An impairment loss is recognised
in profit or loss, and is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount.
(II) Non-financial assets
The carrying amounts of the Group’s non-financial
assets, other than inventories and deferred tax assets
are reviewed at each reporting date to determine
whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable
amount is estimated. For goodwill and intangible
assets that have indefinite lives or that are not
yet available for use, the recoverable amount is
estimated each year at the same time.
For the purpose of impairment testing, assets that
cannot be tested individually are grouped together
into the smallest group of assets that generates
cash inflows from continuing use that are largely
independent of the cash inflows of other assets or
CGU. Subject to an operating segment ceiling test,
for the purposes of goodwill impairment testing,
CGUs to which goodwill has been allocated are
aggregated so that the level at which impairment
testing is performed reflects the lowest level at
which goodwill is monitored for internal reporting
purposes. Goodwill acquired in a business
combination is allocated to groups of CGUs that
are expected to benefit from the synergies of the
combination.
The Group’s corporate assets do not generate

separate cash inflows and are utilised by more
than one CGU. Corporate assets are allocated to
CGUs on a reasonable and consistent basis and
tested for impairment as part of the testing of the
CGU to which the corporate asset is allocated.
The recoverable amount of an asset or CGU is the
greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of the time value of
money and the risks specific to the asset or CGU.
An impairment loss is recognised if the carrying
amount of an asset or its related cash-generating
unit (CGU) exceeds its estimated recoverable
amount.
Impairment losses are recognised in profit or loss.
Impairment losses recognised in respect of CGUs
are allocated first to reduce the carrying amount
of any goodwill allocated to the CGU (group of
CGUs), and then to reduce the carrying amounts
of the other assets in the CGU (group of CGUs) on
a pro rata basis.
An impairment loss in respect of goodwill is not
reversed. In respect of other assets, impairment
losses recognised in prior periods are assessed
at each reporting date for any indications that
the loss has decreased or no longer exists. An
impairment loss is reversed if there has been
a change in the estimates used to determine
the recoverable amount. An impairment loss
is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying
amount that would have been determined, net of
depreciation or amortisation, if no impairment loss
had been recognised.

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

a weighting of all possible outcomes against their
associated probabilities.
(II) Onerous contracts
A provision for onerous contracts is recognised
when the expected benefits to be derived by
the Group from a contract are lower than the
unavoidable cost of meeting its obligations under
the contract. The provision is measured at the
present value of the lower of the expected cost
of terminating the contract and the expected net
cost of continuing with the contract. Before a
provision is established, the Group recognises any
impairment loss on the assets associated with that
contract.
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34. New standards and interpretations not yet adopted

(p) Leases
(I) Determining whether an arrangement contains
a lease
At inception of an arrangement, the Group
determines whether such an arrangement is
or contains a lease. This will be the case if the
fulfilment of the arrangement is dependent on
the use of a specific asset and the arrangement
conveys a right to use the asset.
At inception or upon reassessment of an
arrangement, the Group separates payments
and other consideration required by such an
arrangement into those for the lease and those
for other elements on the basis of their relative
fair values. If the Group concludes for a finance
lease that it is impracticable to separate the
payments reliably, then an asset and a liability are
recognised at an amount equal to the fair value of
the underlying asset. Subsequently the liability is
reduced as payments are made and an imputed
finance charge on the liability is recognised using
the Group’s incremental borrowing rate
(II) Leased assets
Assets held by the Group under leases that
transfer to the Group substantially all the risks
and rewards of ownership are classified as finance
leases. Upon initial recognition the leased asset is
measured at an amount equal to the lower of its

fair value and the present value of the minimum
lease payments. Subsequent to initial recognition,
the asset is accounted for in accordance with the
accounting policy applicable to that asset.
Other leases are operating leases and the
leased assets are not recognised on the Group’s
statement of financial position.
(III) Lease payments
Payments made under operating leases are
recognised in profit or loss on a straight-line
basis over the term of the lease. Lease incentives
received are recognised as an integral part of the
total lease expense, over the term of the lease.
Minimum lease payments made under finance
leases are apportioned between the finance
expense and the reduction of the outstanding
liability. The finance expense is allocated to each
period during the lease term so as to produce a
constant periodic rate of interest on the remaining
balance of the liability.

A number of new standards are effective for
annual periods beginning after 1 January 2017
and earlier application is permitted; however,
the Group has not early adopted the following
new or amended standards in preparing these
consolidated financial statements.
IFRS 9, Financial Instruments (effective for
annual periods beginning on or after 1 January
2018 , with early adoption permitted) replaces
IAS 39 Financial Instruments: Recognition
and Measurement, and introduces a
new classification and requirements for
recognition and measurement, a single
impairment model based on “expected credit
loss” (ECL), and significantly improved hedge
accounting requirements. Key features of the
new standard are:
•

Financial assets are required to be classified
into three measurement categories: those
to be measured subsequently at amortised
cost, those to be measured subsequently
at fair value through other comprehensive
income (FVOCI) and those to be measured
subsequently at fair value through profit or
loss (FVPL).

•

Classification for debt instruments is
driven by the entity’s business model for
managing the financial assets and whether
the contractual cash flows represent solely
payments of principal and interest (SPPI).
If a debt instrument is held to collect
contractual cash flows, it may be carried
at amortised cost if it also meets the SPPI
requirement. Debt instruments that meet
the SPPI requirement that are held in a
portfolio where an entity both holds to
collect assets’ cash flows and sells assets
may be classified as FVOCI. Financial assets
that do not contain cash flows that are SPPI
must be measured at FVPL (for example,
derivatives). Embedded derivatives are
no longer separated from financial assets
but will be included in assessing the SPPI
condition.

(IV) Other expenses
To the extent that the Group’s contributions to
social programs benefit the community at large
and are not restricted to the Group’s employees,
they are recognised in profit or loss as incurred.

(q) Earnings per share
The Group presents basic and diluted earnings
per share (“EPS”) data for its ordinary shares.
Basic EPS is calculated by dividing the profit or
loss attributable to ordinary shareholders of the
Company by the weighted average number of
ordinary shares outstanding during the period,
adjusted for own shares held. Diluted EPS

is determined by adjusting the profit or loss
attributable to ordinary shareholders and the
weighted average number of ordinary shares
outstanding, adjusted for own shares held, for the
effects of all dilutive potential ordinary shares,
which comprise convertible notes and share
options granted to employees.

(r) Segment reporting
An operating segment is a component of the Group
that engages in business activities from which it
may earn revenues and incur expenses, including
revenues and expenses that relate to transactions
with any of the Group’s other components. All
operating segments’ operating results are reviewed
regularly by the Group’s CEO, who is the Group’s
chief operating decision maker, to make decisions
about resources to be allocated to the segment and
assess its performance.
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Segment results that are reported to the Group’s
CEO include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis.
Segment capital expenditure is the total cost incurred
during the year to acquire property, plant and
equipment, and intangible assets other than goodwill.
Inter-segment pricing is determined on an arm’s
length basis.

•

Investments in equity instruments are
always measured at fair value. However,
management can make an irrevocable
election to present changes in fair value
in other comprehensive income, provided
the instrument is not held for trading. If the
equity instrument is held for trading, changes
in fair value are presented in profit or loss.

•

Most of the requirements in IAS 39 for
classification and measurement of financial
liabilities were carried forward unchanged
to IFRS 9. The key change is that an entity
will be required to present the effects
of changes in own credit risk of financial
liabilities designated at fair value through
profit or loss in othercomprehensive
income.

•

IFRS 9 introduces a new model for the
recognition of impairment losses: the
expected credit losses (ECL) model. There
is a ”three stage” approach which is based
on the change in credit quality of financial
assets since initial recognition. The new
rules mean that entities will have to record
an immediate loss equal to the 12-month
ECL on initial recognition of financial assets
that are not credit impaired (or lifetime
ECL for trade receivables). Where there
has been a significant increase in credit
risk, impairment is measured using lifetime
ECL rather than 12-month ECL. The model
includes operational simplifications for
lease and trade receivables.

•

Hedge accounting requirements were
amended to align accounting more closely
with risk management. The standard
provides entities with an accounting
policy choice between applying the hedge
accounting requirements of IFRS 9 and
continuing to apply IAS 39 to all hedges
because the standard currently does not
address accounting for macro hedging.

The Group is assessing the potential impact on its
consolidated financial statements resulting from
the application of IFRS 9.
IFRS 15, Revenue from Contracts with
Customers (effective for the periods
beginning on or after 1 January 2018, with
early adoption permitted) introduces a single
model of accounting for revenue arising from
contracts with customers. The new standard
replaces all existing IFRS requirements for
revenue recognition. IFRS 15 introduces
the core principle that revenue must be
recognised when the goods or services are
transferred to the customer, at the transaction
price. Any bundled goods or services that are
distinct must be separately recognised, and
any discounts or rebates on the contract price
must generally be allocated to the separate
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elements. When the consideration varies
for any reason, minimum amounts must be
recognised if they are not at significant risk of
reversal. Costs incurred to secure contracts
with customers have to be capitalised and
amortised over the period when the benefits
of the contract are consumed.
In accordance with the transition provisions in
IFRS 15 the Group management intends to apply
the simplified transition method with the effect
of the transition to be recognised as at 1 January
2018 in the consolidated financial statements
for the year ending 31 December 2018 which will
be the first year when the new standard will be
applied.
The Group plans to apply the practical expedient
available for the simplified transition method.
IFRS 15 will be applied only to contracts that
are outstanding at the date of initial recognition
(1 January 2018).
In accordance with the current accounting
policies, the Group recognises revenue on
construction contracts in proportion to the
stage of completion of the contract, based on
the contract price adjusted on any variations in
contract work, claims and incentive payments.
In addition, the Group recognises revenue upon
sale of other goods and provision of maintenance
and repair of roads services during the period.
Revenue is recognised at the fair value of
the consideration receivable. A provision for
impairment of accounts receivable is established
when there is objective evidence that the Group
will not be able to collect all amounts due
according to the original terms. In accordance
with IFRS 15, revenue is recognised in an amount
that reflects the consideration to which the Group
is expected to be entitled in exchange for the
transfer of goods or services promised to the
customer.
The Group is currently carrying out an analysis
of the Group’s recurrent inflows for the year
ended 31 December 2017, terms of individual
contracts, and facts and circumstances that exist
at that date, so that to determine the impact that
adoption of IFRS 15 will have on its consolidated
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financial statements. This analysis is based on the
key considerations in IFRS 15 applicable to the
Group, including analysis of:
Contract modifications (whether these
modifications represent changes in the scope
of services and/or transaction price);
Identification of the performance obligations;

KEY RISK FACTORS
Risk management is a cornerstone of strategic
management and internal control.
The Company has an integrated risk management
system in place that acts to prevent or minimize
the impact of negative factors on its operations.

Mostotrest Ongoing Risk Management Efforts:
Development of corporate risk management
culture;
Development of a reliable information and
research database to support decisionmaking;

Determination of the status as a principal or an
agent in the contracts on general contractor
services;

The risk management process involves:

Existence of significant financing component
on construction contracts, that include
retentions and/or investment component;

2) Elaboration of risk response measures and risk
containment within admissible limits;
3) Continuous monitoring of risk factor dynamics;

Implementation of international Project
Management (EPCM) standards developed
by the Project Management Institute (PMI),
a leading international project management
association;

Conditions on the transfer of control over
results of works performed and services
rendered;

4) Ensuring effectiveness of control measures
and activities.

Risk management planning; risk identification
and assessment;

The risk management policy and systems are
reviewed regularly to ensure they reflect changes
in market conditions and the Group’s operations.
The Group sets training and management
standards and procedures that support the
development of a disciplined and constructive
control environment in which all employees
understand their roles and responsibilities.

Development of investment risk management
programs;

Incremental costs of obtaining a contract;
Costs to fulfil a contract.
The Group is assessing the potential impact on its
consolidated financial statements resulting from
the application of IFRS 15. The Group expects to
finalise the IFRS 15 adoption by the date of issue
of the condensed consolidated interim financial
information for the six months ended 30 June 2018.
IFRS 16, Leases is effective for annual periods
beginning on or after 1 January 2019. Early
adoption is permitted for entities that apply
IFRS 15, Revenue from Contracts with
Customers, at or before the date of initial
application of IFRS 16. IFRS 16 introduces a
single, on-balance sheet lease accounting
model for lessees. According to this model,
a lessee recognises a right-of-use asset
representing its right to use the underlying
asset and a lease liability representing its
obligation to make lease payments. There
are recognition exemptions for short-term
leases and leases of low value items. Lessor
accounting remains similar to the current
standard – i.e. lessors continue to classify
leases as finance or operating leases. The
Group is currently assessing the impact
of IFRS 16 on its consolidated financial
statements.

1) Risk identification and assessment;

The Board of Directors’ Audit Committee oversees
the management’s performance with regard to
its duty to control compliance with the adopted
risk management rules and procedures. The
Company’s Internal Control Service assists the
Audit Committee in controlling and overseeing
the system. The Internal Audit Service carries out
scheduled and random audits of risk management
controls and procedures, and submits its reports
to the Audit Committee.

Insurance of contract liabilities;
Ongoing monitoring of competitors, their
management methods and business activity;
Reassignment of risks to subcontractors
(“mirror” counter-guarantees);
Ongoing improvement of the budgeting
system;
Centralised procurement.

Mostotrest Key Risk Management Methods:
Rejection of risky investments, unreliable
partners and customers;
Insurance;
Financial planning;
Compliance with relevant standards;
Coordination and consistency of management
programs and processes supporting the
Company’s development.
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Project management as component of risk management system
The Company operates an integrated information
system (IS) utilising software from leading Russian
and foreign vendors. Different IS segments are
used for managing Mostotrest subsidiaries and
affiliates, monitoring subcontractor operations
(including control over financial reporting),

creating commercial and financial models, and
monitoring operating costs.
One of the key components of Mostotrest’s IS
is Spider Project, a cutting-edge professional
project management software that allows the
Company to generate detailed calendar and

resource models for upcoming projects, including
assessments of deadlines, budgets and likely
financial outcomes. Currently, the calendar and
resource planning and reporting system covers
the bulk of the Company’s backlog.

between in-house and subcontracted volumes,
evaluate economic benefits of various production
solutions, monitor the revenue and expenditure
sides of the budget, and ultimately manage
construction in the most effective way.

The project management system enables
Mostotrest to generate realistic production
schedules, balance distribution of resources

Key risk factors
Risk

Risk Description

Risk Significance
and Probability

Mostotrest Approach to Risk Management

Material Facts and Risk Management in 2017

Mostotrest is conservative in its approach to selecting potential
projects, giving preference to high priority state infrastructure
projects.

In 2017, Mostotrest commissioned a number of large
projects, including Segment 4 of the M-11 “Moscow –
St. Petersburg” highway. Construction of several milestone
projects has been progressing ahead of schedule. As at the
end of 2017, prepayments from customers totaled RUB58.7
billion or 28% of 2017 revenue.

COUNTRY RISK
Risk of government
customers

The share of orders from government bodies and agencies in Mostotrest’s
backlog exceeds 97%.
Consequently, the demand for the Group’s services depends directly on the
readiness of the government to pursue transport infrastructure development
projects.

Significance: High
Probability: High

Projects in this category currently include construction of the toll
highway M-11 “Moscow - St. Petersburg”, Kerch Bridge, transport
infrastructure development in Moscow and other major Russian
cities, and the development of the national toll road network and
major international airports.

Government revenue, largely driven by oil and commodity prices, has a direct
impact on the level of government spending, including on infrastructure
projects.

Focusing on priority projects for the state reduces the risk of
cessation of funding or other adverse issues for the Company as a
result of changes being made to projects by the customer.

With respect to ongoing projects, the impact of adverse macroeconomic
factors on the state budget may lead to the government postponing
completion or reducing the scope of projects, or otherwise modifying or
abandoning projects or delaying payments to contractors.

OPERATIONAL AND INDUSTRY RISKS
Risks associated with
Mostotrest contract
liabilities

Mostotrest operations are exposed to a number of risks inherent in the
infrastructure construction industry as a whole, as well as specific risks
associated with complex projects undertaken by the Company.

Significance: High
Probability: Low

A key operational risk is the risk of fulfilling the Group’s post-tender
contractual commitments to customers, namely delivering projects on time
and to the required standard.

Historically, Mostotrest has an impeccable reputation in the field of
infrastructure construction. Throughout our 85+ year history, our
customers have had no significant complaints about the quality of
completed projects.
To ensure effective management of operational risk, the Company
implemented a number of procedures, including the OHS
management system, internal budgeting process, as well as
project management standards and requirements for preparation
of project documentation, resource planning, budgeting and
internal workflow.

Well-established internal procedures and efficient project
management enable Mostotrest to deliver all its projects on
time and, sometimes, ahead of schedule.
Specifically, the Kerch Bridge construction has been
progressing ahead of schedule. The Don River bridge aligned
on Voroshilovski Avenue in Rostov-on-Don was opened to
traffic in 2017, also ahead of schedule.

The Company’s information systems allow it to estimate schedules
for completion of construction assignments, determine the
required scope of work and analyze costs associated with each
phase of the project.
Different types of insurance cover a number of risks associated
with projects undertaken by Mostotrest.
Diversified customer base, dispersed operations and geographic
presence further reduce operational risks.
M&A risk

The Company’s expansion through M&A exposes it to certain operating risks.

Significance: High

Relations with minority shareholders of acquired companies may also
potentially carry certain risks.

Probability: Low

Mostotrest policy is to take controlling stakes in acquired
companies, in order to facilitate their integration and promote the
Group’s corporate culture across its subsidiaries.

In 2017, the Group did not make any new acquisitions.

Potential transactions are tested for legal compliance and
economic feasibility prior to being submitted to the Board of
Directors for approval.
Important strategic acquisitions are included in the agenda of the
General Shareholders’ Meeting.
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Risk

Risk Description

Risks associated with
customer’s contract
liabilities

Transport infrastructure projects are often located on land belonging to or
leased by third parties with residential, commercial or industrial premises.
Project sites may also be in areas with physical or legal constraints for project
design (for example, environmental constraints). Usually, customers bear the
responsibility for construction site clearance and the relocation of utility and
communication lines.

Risk Significance
and Probability
Significance: High
Probability: High

Mostotrest Approach to Risk Management

Material Facts and Risk Management in 2017

Mostotrest experts scrutinize tender documentation prior to
submission of bids and prioritize projects where responsibility for
construction site clearance is clearly defined. In densely populated
areas, the risk of delays to the release of land is scrutinized very
closely and an assessment is embedded in cost estimates.

In 2017, as in previous periods, the Group faced delays in
preparation of construction sites, including relocation of
utility networks, in a number of projects, essentially in
Moscow. However, the Group's coordinated efforts allowed to
overcome drawbacks and prevent delays in subsequent
project execution.

Timely completion and delivery of construction projects is a
priority for Mostotrest. The Company is flexible even in the event of
a delay by the customer. Preliminary work can be carried out even
when the land is not fully cleared or only partially cleared.

Customers may fail to fulfill or only partially fulfill their obligations, which
may cause delays in construction and increase costs.

In 2017, the Company also faced delayed payments for
construction volumes delivered. In the first half of the year,
Mostotrest raised loans to finance working capital. Accounts
receivable increased by the end of the first half of the year.
In parallel with the preparation of land by the customer, Mostotrest However, as at the end of the year, all customers paid their
is able to carry out preparatory construction work, deploy its
arrears in full. In addition, advances were received under new
workforce in essential areas, and deliver the required machinery
and existing contracts, which significantly reduced net debt
and construction materials. This minimizes the negative impact
and allowed the Group to record traditionally negative net
from delayed land release and enables the Company to start
working capital at the end of the year.
construction as soon as practicable.
Public tenders held in 2017 were exclusively for construction
In recent years, large integrated projects have been gaining
site preparation projects, including two projects awarded to
ground. Contractors under such contracts are involved in site
the Mostotrest Group. Advance site preparation, including
clearance. In addition a growing number of contracts now include
relocation of utility networks and project documentation
long-term maintenance and operating stages.
development allows accelerating subsequent construction.
Mostotrest has an excellent reputation among government
customers, which supports the Company’s efforts to ensure
customers meet their own obligations.

For administrative, political or other reasons, public authorities may delay
formal acceptance of construction projects, which may result in delayed
payments for completed work.
Payment delays and additional costs may have a negative impact on the
Group’s cash flow and lead to a significant build-up in receivables.

Risk of adverse weather
or natural disaster

Failure to complete and deliver projects in accordance with contract terms,
Significance: Medium
due to long-term adverse weather conditions, natural calamities and disasters
Probability: Low
may result in project cost overruns.

Mostotrest projects are insured against unforeseen weather and
climate events.

In 2017 the Company did not record any negative effects of
weather-related phenomena.

Risks associated with
Mostotrest role as
general contractor

Hiring construction sub-contractors exposes Mostotrest to risks involved in
managing those operations effectively.

Mostotrest prefers cooperation with reliable partners, who have
longstanding relationships with the Company.

In 2017, the construction market saw a series of new
bankruptcies, including those of some of Mostotrest's
partners, unable to either fulfill their obligations or return
advances received. Consequently, Mostotrest recorded
provisions for doubtful receivables in the amount of
RUB2.7 billion.

In addition, there may also be the risk of shortage of qualified and experienced
subcontractors, as well as the risk of default by subcontractors after they
receive advance payments.

Significance: High
Probability: Medium

In some cases, provisions are made to cover subcontractor
liabilities.
When hiring subcontractors, Mostotrest usually requires
submission of counter-guarantees covering subcontractor
liabilities, that mirror Mostotrest’s own contractual liabilities with
its respective customers.
Mostotrest has an extensive base of subcontractors (more than
200 companies) and aims to select only the most reliable and
proven companies. However, the Company acknowledges that the
risk of doubtful debt write-offs may be unavoidable in the current
market environment.

Risks associated with
Mostotrest’s role as
subcontractor

Risks associated with
the use of heavy
machinery and
hazardous materials

Mostotrest’s role as a subcontractor creates the risk of direct dependence on
general contractors.
Mostotrest depends on the general contractor who is responsible for overall
project management, coordination and other aspects of the construction
process, including timely access to the project site, completeness and quality
of technical specifications, access to project engineers, preparation of
auxiliary territories in close proximity to construction sites, access to utilities
and other services, as well as for addressing various operational issuesto
ensure project completion. Without the general contractor’s cooperation on
these aspects, Mostotrest may be unable to complete projects within budget
and on time.
The construction industry is characterized by specific types of operations that
increase the risk of accidents. These include construction site operations,
operation of large machinery and equipment, and other hazardous operations.

Significance: Medium
Probability: Low

The Company is very thorough when choosing both subcontractors
and general contractors.

No new subcontracting agreements were added to the
Group’s backlog in 2017.

Mostotrest has established solid partnerships with industry
leaders. Having a strong reputation in the industry, Mostotrest
tries to choose partners that reflect its own corporate culture and
construction management approach.
Currently, 20% of contracts in the Company’s backlog are
subcontractor contracts. 74% of these relates to Kerch Bridge
construction. In line with its strategy, Mostotrest prefers to act as
a general contractor where it can control all aspects of project
implementation.

Significance: Medium
Probability: Low

Mostotrest pays particular attention to training its employees in
health and safety.
The Company believes that its standards and procedures meet
industrial safety requirements.

The Company recorded no accidents on its high-risk sites in
2017, while the number of incidents was limited to 1. The
number of workplace injuries increased by 8% compared to
2016, mainly driven by inadequate control over compliance
with the requirements of labor protection, production and
labor discipline on construction sites by field engineers, and
personal carelessness of employees.
To ensure strong labor protection, the Company in 2017
carried out the following activities:
Routine and unscheduled audits of occupational safety,
health and sanitary conditions, as well as the use of
certified individual and collective protection equipment;
Training for maintenance personnel, industrial safety
briefings, on-site training and testing of knowledge of
industrial safety requirements before admission to work;
Consultations and certification on the basics of industrial
safety for engineers.
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Risk

Risk Description

Risk of regulatory
changes

Regulatory changes during the term of a contract may result in the
occurrence of relevant risks.
In particular, changes in taxation may directly affect the economics of the
project.

Risk Significance
and Probability
Significance: Medium
Probability: Low

In addition, the need to comply with a large number of regulations, building
codes and standards may also potentially generate risks.

Risk of commodities
and construction
materials price volatility

Materials price fluctuations may result in increased project costs.

Significance: Medium
Probability: Medium

Mostotrest Approach to Risk Management

Material Facts and Risk Management in 2017

The following regulatory changes relevant to the Company's
operations were introduced in Russia in 2017:
In accordance with the Federal Service for Environmental,
All projects Mostotrest bids for are thoroughly appraised, including
Technical and Nuclear Oversight Order 470 dated 9
in terms of legal compliance and their fit with the Group’s
November 2017 “On Amendments to Requirements for the
tendering strategy.
Scope of Executive Documentation and the Record Keeping
Mostotrest gives preference to those projects that are most
Procedure in Infrastructure Construction, Reconstruction
transparent and intelligible from a technical, financial and legal
and Capital Repair, and Requirements for Inspection
standpoint.
Reports on Works, Structures and Segments of Utility
Networks, Approved by the Federal Service for
Environmental, Technical and Nuclear Oversight Order
1128 dated 26 December 2006”, only employees of
construction companies included in the National Register
of Construction Specialists may sign executive documents
and accept completed volumes and individual stages of
construction projects;
RF Government Decree 1466 dated 23 December 2016
approved the obligatory requirement for the general
contractor (executor) under government (municipal)
contracts to hire subcontractors and co-executors from
among small business entities and socially-oriented
non-profit organizations, for volumes representing at least
5% of the contract price;
RF Government Resolution 570 dated 15 May 2017 defined
types of infrastructure construction and reconstruction
work to be performed by contractors under government
(municipal) contracts independently, without outsourcing.
Such works must represent at least 15% of the contract
price before July 1, 2018, and at least 25% subsequently.
Mostotrest lawyers closely monitor the Russian legislation and
promptly respond to relevant changes.

To mitigate the risk, Mostotrest embeds inflation projections, and
other essential factors that influence project profitability, into its
budgets, prior to submitting bids.
For most commodities and materials Mostotrest operates a
centralized procurement system from its head office that closely
monitors inventories, enables favorable terms to be negotiated
with suppliers and controls the supply process.

In 2017, the cost of materials increased by 36%, driven
mainly by strong dynamics of in-house construction volumes
(+23%), as well as by a moderate increase in the weighted
average price of materials (+8%).
The share of the total cost of materials represented 24% of
revenue, compared to 21% in 2016. The share of costs related
to acquisition of fittings and steel structures that are most
prone to price fluctuations was 53% of the total cost of
materials in 2017, compared to 56% in 2016.

To manage price inflation risk after winning a tender, Mostotrest
assesses the volumes of materials required for execution and their
current market value. In the event that there is a high likelihood of The Company partially offsets the risk of materials price
price increases, the Company is able to purchase the required
inflation by in-house production, which in 2017 covered 20%
materials in advance.
of the Group’s total needs in materials.
One method of minimizing the risk of exceeding the level of actual
inflation component of the framework of the project is to finish the
construction works before the contractual deadlines. With the
availability of resources and the consent of the customer, our
company has always sought and will do so in the future to
complete the tasks given before the deadlines.

PERSONNEL RISKS
Risk of loss of qualified
personnel

Personnel turnover, in the case of its increase or changes in working
conditions, may lead to a shortage of qualified personnel.
Implementation of technically complex infrastructure projects exposes the
Group to a significant risk of injuries to employees.
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Significance: High
Probability: Low

To minimize the risk, the Group’s personnel policy is aimed at
creating favorable working conditions, motivating employees, and
creating opportunities for professional development and career
growth. The employee compensation is based on the principle of
fair economic reward and consists of fixed and variable
components, as well as the provision of social benefits.

At 20%, 2017 staff turnover remained low for the industry.
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Risk Description

Risk Significance
and Probability

Mostotrest Approach to Risk Management

Material Facts and Risk Management in 2017

The Group makes efforts to control market risk exposure and contain
market risk within acceptable limits, while optimizing return on
investment.

Weighted average rates on borrowings and financial lease
obligations as at the end of 2017 were 9.6% (2016: 14.5%) and
16.8% (2016: 16.4%), respectively. The rate on corporate
bonds issued in 2016 remains unchanged at 11.9%.

FINANCIAL RISKS
Market risk

Volatility of financial markets could lead to fluctuations in the cost of
borrowings, changes in equity prices and foreign exchange rates, which may
adversely affect the Group’s profits or the value of its existing financial
instruments.

Significance: Low
Probability: Low

Mostotrest management does not limit itself to the use of either
fixed- or floating-rate loans exclusively.
When contemplating new loans, the decision whether to opt for fixed
or floating rates, depends on the prevailing environment and
corresponding benefits.
A solid financial position and its reputation as a reliable borrower
among the leading Russian and foreign banks significantly reduces
the risk of fluctuations in the Company’s cost of borrowing.
Mostotrest subsidiaries benefit from the same favorable credit terms
as the parent company.

However, the Company is exposed to the risk of acquiring
foreign equipment and components, which it estimates as
minimal and offset by substitution of simple equipment with
Russian-made equivalents.
In 2017, the Company made a significant investment of
RUB6.8 billion in equipment, including sophisticated
foreign-made machinery required for implementation of
major projects.

Almost all payments to suppliers and contractors are denominated in
rubles. There are no borrowings in foreign currencies, the value of
which is tied to floating interest rates in the Company’s loan portfolio.
This virtually eliminates the risk of foreign exchange rate fluctuations.
Liquidity risk

In the event of free cash flow shortage, the Group may experience difficulties
in fulfilling its financial obligations.

Significance: High
Probability: Low

Mostotrest approach is to manage the risk by maintaining, as far
as possible, sufficient liquidity at all times, to meet its liabilities,
both under normal and distressed conditions, without incurring
unacceptable losses or compromising the Group’s reputation.
For the purposes of short-term financing of working capital, the
Group has credit line agreements with a number of leading
Russian banks. The terms of these agreements extend to
subsidiaries of the Group.

Mostotrest timely fulfills its financial obligations.
According to the existing agreements with banks, free credit
limit available to the Group as at the end of 2017 was RUB45.0
billion. According to management estimates, the agreements
are sufficient to maintain liquidity of the Group in the
foreseeable future.
The balance of cash and cash equivalents as at the end of 2017
was RUB19.4 billion against RUB25.9 billion at the beginning of
the year.
In the reporting period, cash balances at the beginning of the
period and debt financing were used to finance working capital
and co-finance long-term investment contracts (as at the end of
2017, RUB19.7 billion was invested under long-term investment
contracts, including more than RUB10 billion in 2017), as well
as to finance the investment program. Therefore, considering
total debt of RUB35.2 billion, net debt as at the end of 2017 was
RUB15.8 billion. Net debt/EBITDA was 1.0x, below the current
covenant under loan agreements with banks.

Credit risk

Credit risk is the probability of a financial loss to the Group if a customer or
counterparty fails to perform its contractual obligations.
In particular, such losses may occur in case of significant amounts of
receivables, loans issued and investment securities. The Group’s exposure to
credit risk depends essentially on the individual characteristics of each
customer.

Significance: High
Probability: Low

The management has developed a credit policy involving
assessment of customers’ credit quality.

Revenue from Top 3 customers represented, respectively,
32%, 21% and 16% of total revenue.

The Group analyses external credit ratings (if any) and, in some
cases, bank references. Transactions with customers included in
the high-risk category are carried out on a prepayment basis and
are subject to management authorization.

Trade receivables from Top 2 customers of the Group at the
end of 2017 amounted to RUB30.7 billion (2016: RUB16.3
billion). Overdue receivables (net of impaired) at the end of
2017 were RUB2.4 billion.

The Group makes impairment provisions covering trade and other
receivables and investments, based on the amount of actual credit
losses previously incurred. The amount is determined based on
past payment statistics for similar financial assets.

As at 31 December 2017, cash and cash equivalents were
RUB19.4 billion, which represents the maximum level of
credit risk for these assets. Cash and bank deposits are
placed with financial institutions with the lowest default risk
and a credit rating from B3 to Ba1 from Moody's Investors
Service. As at 31 December 2017, the bulk of cash and cash
equivalents were placed with state-owned banks rated Ba1.

93% of projects in the Group’s backlog are for government
customers and agencies whose credit risk, as a rule, is assessed
as low. Therefore, credit risk is concentrated on a few large
customers.
The Group invests only in liquid securities and does not expect any
counterparty defaults.
Cash and cash equivalents are deposited with the largest Russian
banks and financial institutions.

TECHNOLOGY-RELATED AND ENVIRONMENTAL RISKS
Risk of negative
environmental impact

Mostotrest operations may have a potential negative impact on the
environment.

Significance: High
Probability: Medium

Minimizing the negative effects of the Company’s operations on
the environment and on human health is a management priority.
When planning its operations, the Company aims to reduce any
negative impact on the environment.
The Company has adopted a corporate policy in the field of OHS
and environmental protection.

Environmental responsibility is a priority in implementation
of many of the Company’s projects. In particular, special
attention is paid to environmental issues during construction
of the M-11 “Moscow – St. Petersburg” Highway, which
partially passes through protected areas, and construction of
the Kerch Bridge.

All operations are carried out in accordance with applicable
Russian environmental safety legislation.
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BASIS OF PRESENTATON

Basis of presentation
Financial information

Important information
Some of the information contained in this report
may contain projections or other forward-looking
statements regarding Mostotrest performance.
Such projections and statements are indicated
with words and expressions such as “expects”,
“anticipates”, “estimates”, “plans”, “will”, “may”,
“could”, “possibly”, including their negative
forms and other words and expressions that
have similar meaning. Mostotrest draws your
attention to the fact that such statements are
only predictions and assumptions with respect to
future events and performance, while actual future
events and performance may differ materially
from those projected. Mostotrest declares that
forecasts contained in this report will not be
subject to adjustment to reflect occurrence of
any projected future events or those events, the
occurrence of which was not known in advance.
The actual future results may differ materially
from those projected by Mostotrest, due to the
influence of a number of factors. Such factors
may include general economic conditions, our
competitive environment, risks associated with
economic activities in the Russian Federation,
changing conditions in the Russian infrastructure
construction market, as well as many other risks
specifically related to Mostotrest and its activities.
Information contained herein is not intended for
publication or distribution in whole or in part,
directly or indirectly in or into the United States
of America. These materials do not contain
or constitute an offer for sale or purchase of
securities in the United States or any other
jurisdiction. The securities referred to herein have
not been and will not be registered under the
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United States Securities Act 1933 (hereinafter as
amended and supplemented – Securities Act)
and may not be offered or sold in the United
States in the absence of registration under the
Securities Act or an exemption from registration
under the Securities Act or in a transaction that
is not governed by registration provisions of
the Securities Act. Any failure to comply with
this restriction may result in a violation of US
securities laws.
In the United Kingdom, this presentation is being
distributed to and is only directed at (i) persons
who are outside the United Kingdom and (ii)
persons inside the United Kingdom, who are (a)
investment professionals falling within Article
19(5) of the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2005
(the “Order”) or (b) high net worth companies,
and other persons to whom it may lawfully be
communicated, falling within Article 49(2) (a) to
(d) of the Order (all such persons in (i) and (ii)
above together being referred to as “relevant
persons”). Any invitation, offer or agreement
to subscribe, purchase or otherwise acquire
securities will be engaged in only with, relevant
persons. Any person who is not a relevant person
should not act or rely on this presentation or any
of its contents.
No other person should be guided by these
materials or rely on their content. Distribution
of information contained herein is limited.
Information contained herein is not intended
for distribution in whole or in part in Australia,
Canada or Japan.

This report contains information on the
performance of Public Joint Stock Company
MOSTOTREST (PJSC Mostotrest or together with
its consolidated subsidiaries Limited Liability
Company “Transstroymekhanizatsiya” (TSM,
acquired on 13 May 2010), Joint Stock Company
“MOSTOTREST-SERVICE“ (Mostotrest-Service,
acquired on 5 July 2012) and Plexy Limited
(acquired on December 25, 2012) – Mostotrest,
the Company or the Group).
The financial information presented in this
document is based on the audited consolidated
financial statements of the Company prepared in
accordance with IFRS.
The consolidated financial information of
the Group is presented in Russian rubles,
the Company’s functional currency which,
in the opinion of management, is the most
comprehensible currency to primary users of the
financial statements.
The audited consolidated financial statements
of the Group as at and for the year ended 31
December 2016 and 2017 include the results of
PJSC “Mostotrest”, TSM, Mostotrest-Service and
Plexy Ltd.
The audited consolidated financial statements
of the Group as at and for the year ended 31
December 2015 include the results of PJSC
“Mostotrest”, TSM, Mostotrest- Service, LLC
“United Toll Systems” (“UTS”, incorporated from
17 May 2011 till 20 July 2015) and Plexy Ltd.
Operational and market information
Mostotrest reports certain operational information
to illustrate the changes in the Group’s operational
and financial performance during the reporting
periods. This operational information is derived
from management accounts.

The Group’s selected operational information is
provided on pages 29-32 of this report as well as
on pages 33-41 to explain some financial results
dynamics.
For the purposes hereof, the Group obtained
certain statistical, market and pricing information
relating to the Russian infrastructure market and
its specific aspects from the following external
sources: Mintrans, Avtodor, Federal Road Agency,
the Department of Finance of the City of Moscow
Government, the website http://zakupki.gov.ru
and EMBS Group Reports.
This information is reproduced by the Group with
precision in its original form and, as far as the
Group can ascertain on the basis of information
published by such third-party sources, such
information did not omit any facts, so that it
could be materially inaccurate or misleading. The
Group has not independently verified this or other
information coming from third parties. In addition,
official data published by government agencies of
the Russian Federation may be significantly less
complete or backed by research, than in more
developed countries. EMBS Group have given and
not withdrawn their consent to the inclusion of
information from the Reports to this report.
All financial and operational information
contained in this document and that has not been
prepared in accordance with IFRS is intended
solely for use as analytical material, and investors
should not consider this information separately
or in any combination as an alternative to the
analysis of consolidated financial statements of
the Group and financial information in accordance
with IFRS, which can be found on the corporate
website of PJSC “Mostotrest”: www.mostotrest.ru.
Events after the reporting period
For relevance purposes, important information
such as ownership structure, dividends and certain
other data has been updated in accordance with
subsequent events (post 31 December 2017).
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GLOSSARY
Average tender size is calculated on the basis of
the total cost and number of tenders published by
the official Russian Federation public procurement
information website http://zakupki.gov.ru.
Avtodor (Russian Highways State Company) is
a State Company established to upgrade and
develop Russia’s existing road infrastructure
network, including the major Russian federal
highways. It manages the design, construction,
repair and maintenance functions of the
Company’s highway projects, develops the
Company’s highways infrastructure and services,
and attracts private investment using publicprivate partnership.
Backlog — the relevant entity’s backlog
represents management’s estimate of the contract
value of its projects that remain to be completed
as at a particular date, excluding VAT. Backlog is
not a measure defined by IFRS or RAS.
CRR means Central Ring Road, transport
infrastructure development project in Moscow
region.
EBITDA is defined as Earnings before interest,
tax, depreciation and amortisation. EBITDA is not
defined by, or presented in accordance with, IFRS
or RAS. EBITDA is presented as a supplemental
measure of the entity’s operating performance.
EBITDA has limitations as an analytical tool, and
investors should not consider it in isolation, or as
a substitute for analysis of the entity’s operating
results as reported under IFRS.
EBITDA margin is EBITDA divided by revenue.
Effective tax rate is computed by dividing total
income tax expense by the company’s earnings
before tax.
EMBS Group is an independent industry
consultancy which provides, among other
services, market information advisory services
within a number of business sectors across
emerging markets and developed markets
globally.
Federal agencies include Agencies of the Russian
Ministry of Transport (Rosavtodor, Roszheldor,
Rosaviaciya, Rosmorrechflot).
Federal Roads Agency is a federal executive
body and part of the Ministry of Transport of the
Russian Federation. It is responsible for providing
public services and managing government
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property in the area of road transport and
infrastructure, including managing the federal
road network.
Gross margin is gross profit divided by revenue.
Gross profit is calculated by subtracting cost of
sales from revenue.
IFRS means International Financial Reporting
Standards.
In-house volumes of works is the total revenue
from construction contracts less cost of services
of subcontractors.

performed by own in-house capabilities divided
by total revenue.
Share of subcontracted volumes is calculated
as the ratio of cost of subcontractor services to
revenue.
State corporations are State-owned and Statefunded corporations (mainly Avtodor and Russian
Railways in the report).
Subcontracted volumes of works equal cost of
subcontractor services in the Group's total cost of
sales.

Weighted-average interest rate is determined as
annual interest expense on loans and borrowings
outstanding as at the reporting date divided
by the total amount of loans and borrowings
outstanding as at that date.
Weighted average prices for materials calculated
as the difference between the cost of materials
purchased in the reported period by the prices
of the reported period and the cost of materials
purchased in the comparable period by the prices
of the comparable period.

VAT means value added tax.

Market share — total share of Mostotrest, TSM
and Mostotrest-Service calculated as volume of
works carried out with the own workforce less
other revenue divided by the total transport
infrastructure market according to PMR and EMBS
Group Reports.
Mintrans is a Ministry of Transport of the Russian
Federation.
Municipalities include Administrations,
Department for motorways and management of
motorway traffic in cities.
Net cash volumes is the negative value of net
debt.
Public–private partnership (PPP) — describes
a government service or private business
venture which is funded and operated through
a partnership of government and one or more
private companies with the aim of carrying out
long-term investment projects under mutually
agreed conditions.
RAS means Russian Accounting Standards.
Regional division division is a standalone
business unit of PJSC Mostotrest, which performs
all (or part) of its functions acting on behalf of
the Company in civil-law transactions, and is
not a separate legal entity. Regional divisions
operate and act on behalf of the Company in their
corresponding locations.
Regional governments include local governments
such as Moscow City government and local
authorities, Department of Transportation and
Road Facilities of Vladimir Region, etc.
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