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CONSENTS  

The following parties, The Cyprus Investment and Securities Corporation Limited, 
Deloitte Limited, Deutche Bank, AG, London Branch, Troika Dialog, Dom Maklerski 
BZ WBK S.A., InvestoHills Capital, Clifford Chance LLC, Clifford Chance CIS 
Limited, Clifford Chance, Janicka, Krużewski, Namiotkiewiczi wspólnicy spółka 
komandytowa, Harneys Aristodemou Loizides Yiolitis LLC, Weil, Gotshal & Manges, 
Weil, Gotshal & Manges – Paveł Rymarz Sp.k, ALRUD and Sayenko Kharenko, have 
each given and have not withdrawn their written consent to the inclusion in this 
Prospectus of their names and the references thereto in the form and context in which 
they appear.  

(i) From the independent auditor, Deloitte Limited  

The statutory independent auditors Deloitte Limited, have given and have not 
withdrawn their written consent presented below relating to the references to their 
name in the form and context in which they appear in the Prospectus.  

4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia 
 
Prospectus of Valinor Public Limited 
 
The consolidated financial statements of Valinor Public Limited and its subsidiaries for 
the years ended 31 December 2008, 2009 and 2010 were audited by us in accordance 
with International Standards on Auditing. We have issued a qualified opinion on these 
consolidated financial statements. 

In accordance with the requirements of paragraph 23 of Annex I of Regulation 
809/2004 of the Commission of the European Union, with this letter, we give and do 
not withdraw our consent for: 

(a) the inclusion of our Auditors’ report for the three years ended 31 December 
2010 within the Prospectus dated 4 July 2011 in the form and format this is 
presented; and 

(b) for the references to our name in the form and context in which they appear in 
the Prospectus dated 4 July, for which you as Directors are solely responsible. 

Deloitte Limited 
Certified Public Accountants and Registered Auditors 

 
(ii) From the underwriter responsible for drawing up the Prospectus, the Cyprus 

Investment and Securities Corporation Ltd 

The underwriter responsible for drawing up the Prospectus, The Cyprus Investment and 
Securities Corporation Ltd, has given and has not withdrawn its written consent to the 
references to its name in the form and context in which it appears.  
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4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia  
 
Prospectus of Valinor Public Limited 
 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 
 
The Cyprus Investment and Securities Corporation Limited  
 

(iii)  From the joint global coordinator and joint bookrunner, Deutsche Bank AG, 
London Branch 

The joint global coordinator and joint bookrunner, Deutsche Bank AG, London Branch, 
has given and has not withdrawn its written consent to the references to its name in the 
form and context in which it appears.  

4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia  
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 

 
     Deutsche Bank AG, London Branch 
 
(iv)  From the joint global coordinator and joint bookrunner, Troika Dialog  

The joint global coordinator and joint bookrunner, Troika Dialog, has given and has 
not withdrawn its written consent to the references to its name in the form and context 
in which it appears.  

4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia 
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Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our 
names in the form and context in which they appear in the Prospectus of Valinor Public 
Limited dated 4 July 2011 of which you, as Directors, are solely responsible. 
 
CJSC “Investment Company “Troika Dialog”” and TD Investments Limited  
 

(v)  From Dom Maklerski BZ WBK S.A., the Domestic Lead Manager and Offering 
Broker  

      The Domestic Lead Manager and Offering Broker, Dom Maklerski BZ WBK S.A., has 
given and has not withdrawn its written consent to the references to its name in the 
form and context in which it appears.  

4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia 
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 
 

     Dom Maklerski BZ WBK S.A. 
 
(vi)  From the consultant to the Company, InvestoHills Capital  

The Consultant to the Company, InvestoHills Capital, has given and has not withdrawn 
its written consent to the references to its name in the form and context in which it 
appears. 

  4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia  
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 



 

 - 303 - 
 

With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 

      
     InvestoHills Capital 
  
(vii) From the legal advisor to the Company as to English and Ukrainian law, Clifford 

Chance LLC  
 

The legal advisor to the Company as to English and Ukrainian law, Clifford Chance, 
has given and has not withdrawn its written consent to the references to its name in the 
form and context in which it appears.  
 

     4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia  
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 

 
Clifford Chance LLC 
 

(viii) From the legal advisor to the Company as to Polish law, Clifford Chance, Janicka, 
Krużewski, Namiotkiewiczi wspólnicy spółka komandytowa   

 
The legal advisor to the Company as to Polish law, Clifford Chance, Janicka, 
Krużewski, Namiotkiewiczi wspólnicy spółka komandytowa, has given and has not 
withdrawn its written consent to the references to its name in the form and context in 
which it appears.  
 
4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia  
 
Prospectus of Valinor Public Limited 
 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our 
name in the form and context in which it appears in the Prospectus of Valinor Public 
Limited dated 4 July 2011 of which you, as Directors, are solely responsible. 
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Clifford Chance, Janicka, Krużewski, Namiotkiewiczi wspólnicy spółka 
komandytowa 

 
(ix) From the legal advisor to the Company as to Russian law, Clifford Chance CIS 

Limited   
 

The legal advisor to the Company as to Russian law, Clifford Chance CIS Limited, has 
given and has not withdrawn its written consent to the references to its name in the 
form and context in which it appears.  
 
4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia  
 
Prospectus of Valinor Public Limited 
 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our 
name in the form and context in which it appears in the Prospectus of Valinor Public 
Limited dated 4 July 2011 of which you, as Directors, are solely responsible. 
 
Clifford Chance CIS Limited 

 
(x) From the legal advisor to the Managers as to English law, Weil, Gotshal & Manges 

 
The legal advisor to the Managers as to English law, Weil, Gotshal & Manges, has 
given and has not withdrawn its written consent to the references to its name in the 
form and context in which it appears.  

 
4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia 
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 
 

     Weil, Gotshal & Manges 
 
(xi) From the legal advisor to the Managers as to Poliah law, Weil, Gotshal & Manges 
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The legal advisors to the Managers as to Polish law, Weil, Gotshal & Manges – Paveł 
Rymarz Sp.k has given and has not withdrawn its written consent to the references to its 
name in the form and context in which it appears.  
 
4 July 2011  
 
Board of Directors 
Valinor Public Limited 
Nicosia  
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 
 

    Weil, Gotshal & Manges – Paveł Rymarz Sp.k 
 
(xii) From the legal advisor to the Managers as to Russian law, ALRUD 

 
The legal advisor to the Managers as to Russian law, ALRUD, has given and has not 
withdrawn its written consent to the references to its name in the form and context in 
which it appears.  
 
4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia 
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 
 

     ALRUD 
 
(xiii) From the legal advisor to the Managers as to Ukrainian law, Sayenko Kharenko 

 
The legal advisor to the Managers as to Ukrainian law, Sayenko Kharenko, has given 
and has not withdrawn its written consent to the references to its name in the form and 
context in which it appears.  
 
4 July 2011  
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Board of Directors 
Valinor Public Limited   
Nicosia 
 
Prospectus of Valinor Public Limited 

 
Dear Sirs, 
 
With this letter, we give and do not withdraw our consent for the references to our name 
in the form and context in which it appears in the Prospectus of Valinor Public Limited 
dated 4 July 2011 of which you, as Directors, are solely responsible. 

 
Sayenko Kharenko 
 

(xiv) From the legal advisor of the Company and Managers as to Cypriot law, Harneys 
Aristodemou Loizides Yiolitis LLC 

 
The legal advisor as to Cypriot law, Harneys Aristodemou Loizides Yiolitis LLC, has 
given and has not withdrawn its written consent to the references to its name in the 
form and context in which it appears.  

 
4 July 2011  
 
Board of Directors 
Valinor Public Limited   
Nicosia 
 
Prospectus of Valinor Public Limited 
 
Dear Sirs, 
 
The undersigned Harneys Aristodemou Loizides Yiolitis, lawyers in Limassol, hereby 
confirm the following regarding the Prospectus of Valinor Public Limited dated 4 July 
2011: 
 
The aforementioned company is incorporated and operates in accordance with the 
Cyprus Companies Law, Cap. 113 and has the power to issue securities to the public. 
 
The information in the Prospectus under “Statutory and other Information on the Issuer 
and its Share Capital” is in accordance with the details and documents to be found in 
the records of the Company as these are kept in the Companies Registry at the 
Department of the Registrar of Companies and Official Receiver. 
 
We authorise the Cyprus Securities and Exchange Commission to publicise, at its 
discretion, any of the information which appears in the present confirmation to the 
public or any other party, if it deems this necessary. 
 
With this letter, we give and do not withdraw our consent for the inclusion of our 
Confirmation within the Prospectus dated 4 July 2011 in the form and format those are 
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presented as well as  for the references to our name in the form and context in which 
they appear in the Prospectus dated 4 July 2011 for which you, as Directors, are solely 
responsible. 

 
Harneys Aristodemou Loizides Yiolitis LLC  

 
(xv)  Approval of the Board of Directors  

The Prospectus has been presented to the Board of Directors of the Company and has 
been approved. The Directors of the Company, who have taken all reasonable care to 
ensure that such is the case, accept responsibility for the accuracy, correctness and 
completeness of the information contained in the Prospectus. To the best of the 
knowledge and belief of the Directors (who have taken all reasonable care), the 
information contained in this Prospectus is in accordance with the facts and does not 
omit anything likely to affect the import of such information. 
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INDEPENDENT AUDITORS 

Deloitte Limited, independent auditors and a member of the Institute of Certified Public 
Accountant of Cyprus (ICPAC number E047/072), with their address at Maximos Plaza, 
Tower 1, 3rd Floor, 213 Arch. Makariou III Avenue, CY-3030 Limassol, Cyprus, have 
audited the consolidated financial statements for the years ended 31 December 2010, 2009 
and 2008. 
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FINANCIAL INFORMATION 

 

 
Valinor Public Limited and its subsidiaries  

Independent Auditors’ report and consolidated financial statements  
for the years ended 31 December 2010, 2009 and 2008  
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
 
REPORT OF THE DIRECTORS 
 
The Board of Directors presents its report together with the audited consolidated financial statements 

of Valinor Public Limited (the “Company”, the “Parent” or “Valinor Plc.”) and its subsidiaries 

(the “Group”) for the years ended 31 December 2010, 2009, and 2008.  
 

Incorporation   
The Company was incorporated on 21 September 2010 in Cyprus as a limited liability company in 

accordance with the provisions of the Cyprus Companies Law, Cap. 113.  
 
The Principal Shareholder of the Company, Mr. Kirill Podolskiy, acquired the Company’s subsidiaries 

prior to its incorporation and subsequently transferred to the Company as a Capital contribution.  For 

the purpose of consolidation, the effective date of obtaining control of the subsidiaries was considered to 

be the date on which the subsidiaries were originally acquired from third parties by the companies 

controlled by the Principal Shareholder.  As a result, the Parent and its subsidiaries were consolidated as 

if they were forming the Group since the date control was first obtained; and the initial share capital of 

the Parent issued on its incorporation was presented in these financial statements as if the Parent was 

incorporated as at 1 January 2008.  The Group formation and restructuring is described in more detail in 

Note 2 of the consolidated financial statements.  
 

Principal activities   
The principal business activities of the Group are growing, harvesting, storing and selling crops. 

The Group produces a variety of agricultural commodities, principally being cereals (wheat, barley 

and corn), oilseeds (sunflower and rapeseeds) and sugar beet.  The Group also provides storage 

services and is engaged in cattle breeding. 
 

Review of developments, position and performance of the Group’s business   
The Group is one of the largest agricultural businesses in the Commonwealth of Independent States 

(“CIS”) both in terms of cultivated land area and crops harvested.  It focuses on the production and 

sale of agricultural products in Russian Federation and Ukraine.   
 
All of the Group’s land is located in those areas of Russian Federation and Ukraine characterised by 

highly fertile types of soil, where in 2010 approximately 92.3% of the Group’s land was arable.   
 
The Group has achieved significant revenue and production growth over the last three years.  

Revenue for the year ended 31 December 2010 reached USD 224,350 thousand (2009: 

USD 165,059 thousand, 2008: USD 135,924 thousand). 
 
The Group monitors and therefore reports its business in two geographic segments, Russian Federation 

and Ukraine, which management of the Group has identified as operating segments.  
 

Principal risks and uncertainties   
The principal risks and uncertainties faced by the Group and the steps taken to manage these risks are 

disclosed in Notes 33 and 34 of the consolidated financial statements.  
 
Expected future developments of the Group   
The Group’s plans for future development are focused on the following major areas: 

- Maintain existing business model focused on crop production; 

- Improve efficiency of operations to achieve higher yields and profitability; 

- Expansion of the land bank under control.  
 
Branches  
The Group does not maintain any branches.  
 
Results   
The results of the Group for the years 2010, 2009, and 2008 are set out on page F-11.  The Board of 

Directors does not recommend the payment of dividends and the profits are retained.  
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
 
REPORT OF THE DIRECTORS (CONT’ D) 
 
 
Authorised and issued share capital  
On 21 September 2010, the date of its incorporation Valinor Plc. issued 1,000 ordinary shares of 

EUR 1 each at par as its initial share capital. 
 
On 9 December 2010, Valinor Plc. converted its authorised and issued share capital from EUR 1,000 

consisting of 1,000 ordinary shares of EUR 1 each into USD 1,321 consisting of 132,140 ordinary shares 

of USD 0.01 each. 
 
On the same date, it increased its authorised share capital from USD 1,321 to USD 350,000 consisting 

of 35,000,000 shares of USD 0.01 each, by the creation of additional 34,867,860 ordinary shares of 

USD 0.01 each. 
 
Following the increase of the authorised share capital Valinor Plc. signed on the same date a subscription 

agreement with Valars Management Limited (immediate shareholder of Valinor Plc.) whereby, Valars 

Management Limited transferred to Valinor Plc. the ownership of the Group’s subsidiaries which were 

engaged in agricultural production, at the agreed subscription price of USD 228,498,678 and in exchange 

the Parent issued to Valars Management Limited 34,867,860 ordinary shares of USD 0.01 each at a 

premium of USD 6.54 per ordinary share.  As a result, the issued share capital of the Parent increased to 

USD 350,000 consisting of 35,000,000 ordinary shares of USD 0.01 each and a share premium of 

USD 228,150,000 was created. 
 
At the extraordinary general meeting held on 9 May 2011, the Board of Directors of the Company has 

taken the decision to  increase  its authorised share capital from USD 350,000 to USD 500,000 

consisting of 50,000,000 ordinary shares of USD 0.01 each, by the issue of additional 15,000,000 

ordinary shares of USD 0.01 each. 
 
Board of Directors   
The members of the Company’s Board of Directors as at 31 December 2010 and at the date of this 

report are presented on page F-3.  On 7 March 2011, Mr. Andrey Sizov and Mr. Andriy Volkov were 

appointed as directors. On 9 May 2011, Mr. Kirill Podolskiy, Ms. Marina Barbarash, Ms. Galina 

Ignatova, Mr. Eduard Kurochkin, Mr. Mikhail Cherkasov and Mr. Alexandr Lavrinenko were 

appointed as directors.  
 
In accordance with the Company’s Articles of Association, with the exception of the Chairperson; the 

Executive Directors; and the alternate directors, at each Annual General Meeting of the Company one-

third of the Directors shall retire by rotation and eligible to offer themselves for re-election. 
 
Events after the balance sheet date   
The post balance sheet events, which have a bearing on the understanding of the consolidated financial 

statements, are disclosed in Note 37 of the consolidated financial statements.  
 
Independent Auditors   
Deloitte Limited was appointed as independent auditors of the Company from the date of its 

incorporation.  
 
The independent auditors, Deloitte Limited, have expressed their willingness to continue in office and 

a resolution authorising the Board of Directors to fix their remuneration will be submitted at the 

forthcoming Annual General Meeting. 

 

By Order of the Board of Directors  

 

 

Alexey Ponomarenko 

Director 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
 
STATEMENT BY THE MEMBERS OF THE BOARD OF DIRECTORS AND THE COMPANY 
OFFICIALS RESPONSIBLE FOR THE DRAFTING OF THE CONSOLIDATED FINANCIAL 
STATEMENTS 

 (in accordance with the provisions of Law 190(I)/2007 on Transparency Requirements) 

 

We, the members of the Board of Directors and the Company officials responsible for the drafting of 

the consolidated financial statements of Valinor Public Limited (the “Company”) for the years ended 

31 December 2010, 2009 and 2008, confirm that, to the best of our knowledge, 

 

(a) the consolidated financial statements on pages F-10 to F-68: 

 

(i) have been prepared in accordance with International Financial Reporting Standards as 

adopted by the European Union and the requirements of the Cyprus Companies Law, and 

 

(ii) give a true and fair view of the assets, liabilities, financial position and profit or loss of the 

Company and the undertakings included in the consolidated financial statements taken as a 

whole, and 

 

(b)  the Directors’ Report provides a fair review of the developments and performance of the 

business and the position of the Company and the undertakings included in the consolidated 

financial statements taken as a whole, together with a description of the principal risks and 

uncertainties that they face. 

 

 

Kirill Podolskiy, Chief executive officer of Valinor Public Limited, Director  

Marina Barbarash, Chief financial officer of Valinor Public Limited, Director  

Alexey Ponomarenko, Director of Valinor Public Limited  

Elena Clerides, Director of Valinor Public Limited 

Andriy Volkov, Director of Valinor Public Limited  

Andrey Sizov, Director of Valinor Public Limited  

Galina Ignatova, Director of Valinor Public Limited  

Eduard Kurochkin, Director of Valinor Public Limited  

Mikhail Cherkasov, Director of Valinor Public Limited 

Alexandr Lavrinenko, Director of Valinor Public Limited   
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INDEPENDENT AUDITORS’ REPORT 
 

 

To the Board of Directors of Valinor Public Limited  

 

 

Report on the Financial Information 

 

 

We have audited the accompanying consolidated financial statements of Valinor Public Limited and its 

subsidiaries (the “Group”) on pages F-10 to F-68, which  comprise the consolidated statements of financial 

position as at 31 December 2010, 2009 and 2008, and the consolidated statements of comprehensive income, 

consolidated statements of changes in equity and consolidated statements of cash flows for the years then 

ended, and a summary of significant accounting policies and other explanatory information (the “financial 

information”). 

 

 

Board of Directors’ Responsibility for the Consolidated Financial Statements 

 

The Board of Directors is responsible for the preparation and fair presentation of these consolidated financial 

statements, for the purpose of the prospectus to be filed with the Cyprus Securities and Exchange 

Commission (CySEC),  in accordance with International Financial Reporting Standards as adopted by 

the European Union (EU) and the requirements of the Cyprus Companies Law, Cap.113 and for such internal 

control as management determines is necessary to enable the preparation of consolidated financial statements 

that are free from material misstatement, whether due to fraud or error. 
 

 

Auditors’ Responsibility 

 

Our responsibility is to express an opinion on the financial information based on our audit.  We conducted 

our audit in accordance with International Standards on Auditing.  Those standards require that we comply 

with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the 

financial information is free from material misstatement. 



 

 
INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 

Auditors’ Responsibility (continued) 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial information.  The procedures selected depend on the auditor’s judgment, including the assessment 

of the risks of material misstatement of the financial information, whether due to fraud or error.  In making 

those risk assessments, the auditor considers internal control relevant to the Group’s preparation and fair 

presentation of the financial information  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.  An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by the Board of Directors, as well as evaluating the overall 

presentation of the financial information.  

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

qualified audit opinion.  

 

 

Basis for Qualified Opinion 

 

We did not observe the physical count of the inventories as at 31 December 2009, 2008 and at the dates of 

acquisition of the subsidiaries of the Group, since those dates were prior to the time we were initially 

engaged to act as auditors for the Group.  We were unable to satisfy ourselves by alternative means 

concerning inventory quantities held as at those dates and consequently the values of the inventory.  Since 

opening inventories enter into the determination of the financial performance and cash flows, we were 

unable to determine whether adjustments might have been necessary in respect of the results for the years 

ended 31 December 2010, 2009 and 2008 reported in the consolidated statement of comprehensive income 

and the net cash flows from operating activities reported in the consolidated statement of cash flows.  

 

 

Qualified Opinion 

 

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion 

paragraph above, the financial information gives, for the purpose of the prospectus to be filed with the 

Cyprus Securities and Exchange Commission (CySEC) in relation to the Initial Public Offering of the 

Company, a true and fair view of the financial position of the Group as at 31 December 2010, 2009 and 2008 

and of its financial performance and its cash flows for the years then ended, in accordance with International 

Financial Reporting Standards as adopted by the EU and the requirements of the Cyprus Companies Law, 

Cap.113. 
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INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 

Emphasis of matter 

 

We draw attention to Note 6 to the consolidated financial statements where it is explained that the Group is 

part of a larger group which is also under the control of the ultimate controlling party, and is stated that there 

is significant concentration of related party balances and transactions as at 31 December 2010, 2009 and 

2008 and for the years then ended.  Management plans to address the risks associated with this concentration 

are described in Note 34 to the consolidated financial statements.  Our opinion is not qualified in respect of 

this matter. 

  

 

 

 

Deloitte Limited 

Certified Public Accountants (Cyprus) 
 

16 May 2011 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION  
AS AT 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 
 

  

Note 31 December  

2010 

 31 December 

2009 

 31 December 

2008 

ASSETS           

NON-CURRENT ASSETS           

Property, plant and equipment, net 7 387,321  392,159  278,219 

Goodwill 8 12,339  12,432  15,124 

Land lease rights, net 9 52,223  65,317  73,093 

Non-current biological assets 10 4,620  5,078  4,266 

Other non-current assets 11 1,188  719  337 

   
 

 
 

 Total non-current assets  

 

457,691  475,705  371,039 

   
 

 
 

 CURRENT ASSETS           

Inventories 12 25,849  27,354  55,101 

Biological assets 10 135,311  92,480  47,894 

Current tax assets 13 16,518  10,356  9,687 

Trade accounts receivable, net 14 17,063  14,149  13,606 

Other current assets, net 15 83,744  64,776  68,666 

Cash and cash equivalents 16 7,758  1,321  2,211 

   
 

 
 

 Total current assets   286,243  210,436  197,165 

   
 

 
 

 TOTAL ASSETS   743,934  686,141  568,204 

       EQUITY AND LIABILITIES           

Share capital 17 350  1  1 

Share premium 2 228,150  -  - 

Additional paid-in capital  2,8 -  203,480  203,480 

Revaluation reserve 

 

70,126  71,216  - 

Cumulative translation difference 

 

(69,729)  (76,214)  (91,886) 

Retained earnings   81,089  59,068  76,011 

   
 

 
 

 EQUITY ATTRIBUTABLE TO OWNERS OF THE 

GROUP 

 

309,986  257,551  187,606 

   
 

 
 

 NON-CONTROLLING INTERESTS 

 

27,290  26,241  19,197 

   
 

 
 

 TOTAL EQUITY 

 

337,276  283,792  206,803 

   
 

 
 

 NON-CURRENT LIABILITIES            

Long-term loans and borrowings  18 120,231  150,241  165,647 

Long-term finance lease obligations 19 11,558  6,755  8,612 

Other non-current liabilities  

 

-  1,440  118 

Deferred tax liabilities 20 44,340  45,456  26,424 

   
 

 
 

 Total non-current liabilities 

 

176,129  203,892  200,801 

   
 

 
 

 CURRENT LIABILITIES           

Trade payables and advances from customers 21 15,857  12,275  24,113 

Current tax liabilities 22 10,547  4,579  2,519 

Other current liabilities 23 98,985  59,046  77,034 

Short-term loans and borrowings, current portion of 

long-term loans and borrowing 18 97,975  117,070  52,999 

Short-term finance lease obligations 19 7,165  5,487  3,935 

   
 

 
 

 Total current liabilities   230,529  198,457  160,600 

   
 

 
 

 TOTAL LIABILITIES   406,658  402,349  361,401 

   
 

 
 

 TOTAL EQUITY AND LIABILITIES   743,934  686,141  568,204 

 

On behalf of the Board of Directors: 
 

_________________________________ _________________________________ 

K. O. Podolskiy M. I. Barbarash 

Chief executive officer of Valinor Public Limited  Chief financial officer of Valinor Public Limited 
 

The notes on pages F-15 to F-68 form an integral part of these consolidated financial statements. 

Independent auditors’ report is on pages F-7 to F-9.
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VALINOR LIMITED AND ITS SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008  
(in US Dollars and in thousands) 

   

 

 

 

   Note 2010  2009  2008 

 

 

 

 

 

 

 REVENUE 24 224,350  165,059  135,924 

Net change in fair value of biological assets and 

agricultural produce 10 48,058  15,860  (21,032) 
COST OF SALES 25 (163,215)  (148,344)  (115,357) 

   
 

 
 

 GROSS PROFIT/(LOSS) 

 

109,193  32,575  (465) 
Administrative expenses 26 (18,681)  (13,752)  (14,761) 
Selling expenses 27 (4,665)  (6,661)  (6,772) 
Government grants recognised as income 28 10,176  6,849  7,859 

Other operating expenses, net  29 (12,933)  (9,573)  (7,353) 
Operating foreign exchange (losses)/gains, net 

 

(474)  (839)  536 

   
 

 
 

 OPERATING PROFIT/(LOSS) BEFORE LOSS 

ON IMPAIRMENT  

 

82,616  8,599  (20,956) 

Impairment loss on goodwill and property, plant 
and equipment  7,8 -  (9,591)  (671) 

   
 

 
 

 OPERATING PROFIT/ (LOSS) 
 

82,616  (992)  (21,627) 

Finance costs, net 30 (38,711)  (42,399)  (27,104) 
Finance income 31 3,902  3,226  494 

Non-operating foreign exchange gains/(losses), net 

 

416  (296)  (6,101) 
Gain realized from acquisitions of subsidiaries 8 -  28,006  112,710 

   
 

 
 

 PROFIT/ (LOSS) BEFORE TAX 

 

48,223  (12,455)  58,372 

Income tax benefit/(expense) 20 1,385  (6,554)  13,899 

   
 

 
 

 PROFIT/ (LOSS) FOR THE YEAR 

 

49,608  (19,009)  72,271 

   

 

 

 

 OTHER COMPREHENSIVE INCOME FOR THE 

YEAR,  NET OF INCOME TAX 

  

 

 

 

 Effect of revaluation of property, plant and 

equipment 

 

-  87,213  - 

Income tax related to items of other comprehensive 

income 

 

-  (11,392)  - 

Other comprehensive income/(loss) 

 

3,527  12,731  (95,079) 

   
 

 
 

 TOTAL COMPREHENSIVE INCOME/(LOSS) 

FOR THE YEAR 

 

53,135  69,543  (22,808) 

   
 

 
 

 PROFIT/ (LOSS) FOR THE YEAR, 

ATTRIBUTABLE TO: 

  

 

 

 

 Equity holders of the Parent 

 

45,601  (16,943)  73,961 

Non-controlling interests 

 

4,007  (2,066)  (1,690) 

   
 

 
 

 COMPREHENSIVE INCOME/(LOSS) FOR THE 

YEAR, ATTRIBUTABLE TO: 

  

 

 

 

 Equity holders of the Parent 

 

52,086  69,945  (17,925) 
Non-controlling interests 

 

1,049  (402)   (4,883) 

   
 

 
 

 EARNINGS PER SHARE 

 

        
Basic and diluted (USD per share) 32 1.30  (0.48)  2.11 

 

 

On behalf of the Board of Directors: 

 

 

____________________________ _________________________________ 

K. O. Podolskiy M. I. Barbarash 

Chief executive officer of Valinor Public Limited  Chief financial officer of Valinor Public Limited 

 

The notes on pages F-15 to F-68 form an integral part of these consolidated financial statements. 

Independent auditors’ report is on pages F-7 to F-9. 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF CASH FLOWS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 
 
 

 2010  2009  2008 

OPERATING ACTIVITIES      

Profit/(Loss) before tax 48,223  (12,455)  58,372 

Adjustments to reconcile profit to net cash provided by operations      

Depreciation and amortization expenses 25,383  23,339  27,784 

 Finance costs, net 38,711  42,399  27,104 

 Finance income (3,902)  (3,226)  (494) 

Impairment loss on goodwill and property, plant and equipment -  9,591  671 

 Net change in fair value of biological assets and agricultural produce (48,058)  (15,860)  21,032 

 Gain realized from acquisitions of subsidiaries -  (28,006)  (112,710) 

 Operating and non-operating foreign exchange losses, net 58  1,135  5,565 

 Change in allowance for doubtful debts and direct write-offs 448  1,341  534 

 Loss on disposal of property, plant and equipment 3,541  757  1,813 

      Operating profit before changes in working capital 64,404  19,015  29,671 

      
 (Increase)/decrease in inventories (4,064)  30,417  (29,195) 

 Decrease/(increase) in biological assets 14,011  (16,118)  1,680 

 (Increase)/decrease in trade accounts receivable and advances to 

suppliers, net (6,882)  4,523  (9,910) 

(Increase)/decrease in other assets, net (22,092)  7,924  (47,069) 

 Increase/(decrease) in trade payables and advances from customers 3,108  (25,353)  8,659 

 Increase/(decrease) in other liabilities, net 58,591  (1,246)  54,568 

      
Cash generated by operations 107,076  19,162  8,404 

      
 Finance costs paid (28,491)  (34,305)  (25,874) 

 Income tax paid (485)  (434)  (237) 

      
 Net cash generated by/(used in) operating activities 78,100  (15,577)  (17,707) 

      
INVESTING ACTIVITIES      

Interest received 4,566  2,669  238 

 Purchases of property, plant and equipment (8,139)  (20,846)  (12,022) 

 Proceeds from disposals of property, plant and equipment  1,901  847  1,077 

 Financing provided to third and related parties (34,911)  (45,528)  (20,040) 

Financing repaid by third and related parties 34,486  38,221  15,963 

 Acquisition of subsidiaries, net of cash acquired (7,966)  (13,217)  (64,525) 

 Acquisition of non-controlling interest -  -  (9,700) 

       Net cash used in investing activities (10,063)  (37,854)  (89,009) 

      FINANCING ACTIVITIES      

Proceeds from share issue 349  -  - 

 Proceeds from loans and borrowings 72,531  176,495  211,462 

Repayment of loans and borrowings (121,825)  (114,469)  (93,545) 

Finance lease payments (12,705)  (9,453)  (8,198) 

      
 Net cash (used in)/generated by financing activities (61,650)  52,573  109,719 

      
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 6,387  (858)  3,003 

        
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF 

THE YEAR          1,321            2,211   1 

      
Effect of translation to presentation currency and exchange rate changes 

on the balance of cash and cash equivalents held in foreign currencies               50                (32)  (793) 

        
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR           7,758            1,321   2,211 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONT’D) 
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

 

Non-cash movements for the years ended 31 December 2010, 2009 and 2008 were as follows: 

  

  

2010 

   

2009 

   

2008 

  

 

 

 

 Property, plant and equipment acquired under finance 

lease agreements 16,296  6,625  14,611 

Non-cash land lease payments  6,466  3,881  5,939 

 

 

On behalf of the Board of Directors: 

 

 

 

_________________________________ _________________________________ 

K. O. Podolskiy M. I. Barbarash 

Chief executive officer of Valinor Public Limited  Chief financial officer of Valinor Public Limited 

 

The notes on pages F-15 to F-68 form an integral part of these consolidated financial statements. 

Independent auditors’ report is on page F-7 to F-9. 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

 
  Share 

capital 

 Share 

premium 

 Additional 

paid-in 

capital 

 Revaluation 

reserve 

 Cumulative 

translation 

difference 

 Retained 

earnings 

 Total  

attributable  

to the owners 

of the Group 

 Non-

controlling 

interests 

 Total 

1 January 2008 1  -  -  -  -  -  1  -  1 

Net profit for the period -  -  -  -  -  73,961  73,961  (1,690)  72,271 

Other comprehensive income -  -  -  -  (91,886)  -  (91,886)  (3,193)  (95,079) 

                  Total comprehensive income for the year -  -  -  -  (91,886)  73,961  (17,925)  (4,883)  (22,808) 

Acquisition of subsidiaries (Note 8) -  - 203,480 -  -  2,050  205,530  35,830  241,360 

Increase of Group share in existing 
subsidiary holding, acquired  from non-

controlling interest -  - 

 

- 

 

-  -  -  -  (11,750)  (11,750) 

  
     

 
 

 
 

 
   

 
 

 31 December 2008 1  -  203,480  -  (91,886)  76,011  187,606  19,197  206,803 

Net loss for the period -  - - -  -  (16,943)  (16,943)  (2,066)  (19,009) 

Revaluation of property, plant and equipment -  -  -  71,216  -  -  71,216  4,605  75,821 

Other comprehensive income -  -  -  -  15,672  -  15,672  (2,941)  12,731 

                  Total comprehensive income for the year -  -  -  71,216  15,672  (16,943)  69,945  (402)  69,543 

Acquisition of subsidiaries and changes in 
non-controlling interest (Note 8) -  - - 

 

-  -  -  -  7,446  7,446 

  
     

 
 

 
 

 
   

 
 

 31 December 2009 1  -  203,480  71,216  (76,214)  59,068  257,551  26,241  283,792 

Net profit for the period -  -  -  -  -  45,601  45,601  4,007  49,608 

Other comprehensive income -  -  -  (1,090)  6,485  1,090  6,485  (2,958)  3,527 

                  Total comprehensive income for the year -  -  -  (1,090)  6,485  46,691  52,086  1,049  53,135 

Effect of the Group restructuring (Note 2) 349  228,150  (203,480)  -  -  (24,670)  349  -  349 

  
     

 
 

 
 

 
   

 
 

 31 December 2010 350  228,150  -  70,126  (69,729)  81,089  309,986  27,290  337,276 
 

On behalf of the Board of Directors: 

 

_________________________________ _________________________________ 

K. O. Podolskiy M. I. Barbarash 

Chief executive officer of Valinor Public Limited  Chief financial officer of Valinor Public Limited 

 

The notes on pages F-15 to F-68 form an integral part of these consolidated financial statements. 

Independent auditors’ report is on page F-7 to F-9. 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

 
 

1. GENERAL INFORMATION 
 
Valinor Public Limited (the “Parent”, the “Company” or “Valinor Plc.”) was incorporated in 

Cyprus on 21 September 2010 as a private limited liability company by shares in accordance with 

the provisions of the Cyprus Companies Law Cap 113.  Valinor Plc. was formed to serve as the 

holding company of the Valinor Group.  Hereinafter, Valinor Plc. and its subsidiaries are referred 

to as the “Valinor Group”, or the “Group”.  The address of the registered office of Valinor Plc. is 

Stasandrou, 8, office 301, 1060, Nicosia, Cyprus.  As at 31 December 2010, the company’s name 

was Valinor Limited. On 7 March 2011 the company was converted to public and changed its 

name from Valinor Limited to Valinor Public Limited.  The change of the name was registered 

with the Registrar of Companies on 21 March 2011. 
 
The parent company of Valinor Plc. is Valars Management Limited, a private company also 

incorporated under the Cyprus Companies Law Cap 113, which effectively holds 100% of the 

share capital of Valinor Plc.  The ultimate controlling party of Valinor Plc. is the member of 

the Board of Directors of the Parent and Chief Executive Officer of the Valinor Group Mr. Kirill 

Podolskiy (the “Principal Shareholder”), who owns 51% of the shares of Valars Management 

Limited.  The remaining 49% of the shares of Valars Management Limited is collectively owned 

by the management of the Group.  More details of the individual officers who participate are 

given in Note 17.  Together with the ultimate controlling party they will be called the “Common 

Ultimate Shareholders” (“CUS”). 
 
The principal business activities of the Group are growing, harvesting, storing and selling crops.  

The Group produces a variety of agricultural commodities, principally being cereals (wheat, 

barley and corn), oilseeds (sunflower and rapeseeds) and sugar beet.  The Group also provides 

storage services and is engaged in cattle breeding. 
 
The Group’s operating companies and land bank are located in different regions of the Russian 

Federation and Ukraine, including Rostov region, Krasnodar and Stavropol territories in 

the Russian Federation, as well as Vinnitsya, Mykolayiv, Sumy, Poltava, Kherson and Cherkassy 

regions in Ukraine. 
 
As at 31 December 2010 the Russian part of the Group included 26 agricultural companies 

(2009: 26 companies, 2008: 24 companies) and four companies specialized in storage services 

(2009 and 2008: 4 companies). 
 
As at 31 December 2010 the Ukrainian part of the Group included 22 agricultural companies 

(2009: 22 companies, 2008: 21 companies) and three companies specialized in storage services 

and one sugar plant (2009: 4 companies, 2008: 3 companies). 
 
The list of subsidiaries and the principal activities of the companies forming the Group as at 

31 December 2010, 2009 and 2008 were as follows (for details of the group formation see Note 2): 

 
# Name Country of 

registration 

Effective ownership interest, % 

31 December 

2010 

31 December 

2009 

31 December 

2008 

 
Parent and sub-holding companies 

   1 Valinor PLC Cyprus Parent Parent Parent 

2 Valars Agro LTD Cyprus 100.00 100.00 100.00 

3 Dilpar Trading Inc. British Virgin Islands 100.00 100.00 100.00 

4 “Elcom” LLC Russian Federation 100.00 100.00 100.00 

5 “Valary-Аgro” LLC Russian Federation 100.00 100.00 100.00 

6 “Valars Agro” LLC Russian Federation 100.00 100.00 100.00 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

1.  GENERAL INFORMATION (cont’d) 

# Name Country of 

registration 

Effective ownership interest, % 

31 December 

2010 

31 December 

2009 

31 December 

2008 

 
Agricultural production 

    7 “Agroinvestsoyuz” OJSC Russian Federation 100.00 100.00 100.00 

8  “Azovskoye” CJSC Russian Federation 75.16 75.16 n/a 

9 “Aygurskiy SP” OJSC Russian Federation 91.40 91.40 91.40 

10 “Don” PC LLC Russian Federation 100.00 100.00 100.00 

11 “Kagalnytskaya” AF OJSC Russian Federation 79.30 79.30 79.30 

12 “Named after Kalinin” LLC Russian Federation  100.00 100.00 n/a 
 

13 “Krasnokutskoye” CJSC Russian Federation 92.00 92. 00 92.00 

14 “Novopoltavskoye” LLC Russian Federation 100.00 100.00 100.00 

15 “Pozdneevskoye” LLC Russian Federation  100.00 100.00 100.00 

16 “Stepnoy” LLC Russian Federation 100.00 100.00 100.00 

17 “Prymorskiy” OJSC Russian Federation 76.06 76.06 76.06 

18 “Petrovskoye” LLC Russian Federation 100.00 100.00 100.00 

19 “Polivianskoye” LLC Russian Federation 100.00 100.00 100.00 

20 “Razvilenskoye” LLC Russian Federation 100.00 100.00 100.00 

21 “AF Razdole” LLC Russian Federation 100.00 100.00 100.00 

22 “Rassvet” LLC Russian Federation 100.00 100.00 100.00 

23 “Pravda” LLC Russian Federation 100.00 100.00 100.00 

24 “Sarmat” LLC Russian Federation 100.00 100.00 100.00 

25 “Donselkhozproduct” LLC Russian Federation 100.00 100.00 100.00 

26 “Yefremovskoye” LLC Russian Federation 100.00 100.00 100.00 

27 “Marievskoye” LLC Russian Federation 100.00 100.00 100.00 

28 “Agrofirma Raduga” LLC Russian Federation 100.00 100.00 100.00 

29 “Zarya” OJSC Russian Federation 74.00 74.00 74.00 

30 “Kalinina” LLC Russian Federation 90.00 90.00 90.00 

31 “Agrotex – Nikolaev” LLC Ukraine 100.00 100.00 100.00 

32 “Batkivschyina” LLC Ukraine 100.00 100.00 100.00 

33 “Dobrobut” PAE Ukraine 80.00 80.00 80.00 

34 “Agrofirma Druzhba” ALLC Ukraine 100.00 100.00 100.00 

35 “Zhovten” LLC Ukraine 100.00 100.00 100.00 

36 “Zamyatnytsa” LLC Ukraine 100.00 100.00 100.00 

37 “Lebid” PJSC Ukraine 75.60 75.60 75.60 
 

38 

“Agrocomplex Nemyriv Ltd” 

LLC Ukraine 100.00 100.00 100.00 

39 PAE “Peremoga” Ukraine 100.00 100.00 100.00 

40 “Im. Cl. Petrovskogo” LLC Ukraine 100.00 100.00 100.00 

41 “Poluzirskaya” PE Ukraine 100.00 100.00 100.00 

42 “Romny-Invest” LLC Ukraine 100.00 100.00 100.00 

43 “Tinki” LLC Ukraine 100.00 100.00 100.00 

44 “Fedorivka i K” LLC Ukraine 100.00 100.00 100.00 

45 

“Gospodar Melnykovetskoi 

Nyvy” LLC Ukraine 100.00 100.00 100.00 

46 “YuTS-Agroprodukt” LLC Ukraine 100.00 100.00 100.00 

47 “Brailivske” PJSC Ukraine 77.10 77.10 n/a 

48 Agrofirma “Veresen” Ukraine 100.00 100.00 100.00 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

 

1. GENERAL INFORMATION (cont’d) 
 

# Name Country of 

registration 
Effective ownership interest, % 

31 

December 

2010 

31 December 

2009 

31 December 

2008 

49 “Obolon” LLC Ukraine 100.00 100.00 100.00 

50 “Im. T. G. Shevchenko” PAE Ukraine 100.00 100.00 100.00 

51 “Zemlyanky” LLC Ukraine 100.00 100.00 100.00 

52 “Nauka – UQE” LLC Ukraine 100.00 100.00 100.00 
 

 
Elevators 

    53 “Mechetynsky elevator” OJSC Russian Federation 75.00 75.00 75.00 

54 “MKHP” OJSC Russian Federation 89.90 89.90 89.90 

55 “RKPH” LLC Russian Federation 100.00 100.00 100.00 

56 “Agrostroi” LLC Ukraine 100.00 100.00 100.00 

57 

“Kamennomostovskoe HPP” 

PJSC Ukraine  87.54 87.54 87.54 

58 

“Pidgorodnyanskiy elevator” 

PJSC Ukraine 75.00 75.00 75.00 

 
Sugar production plant 

    59 “Krystal” LLC Ukraine 100.00 100.00 n/a 
 

 
 

 

 
 

 
 

 
 

 

 
 

2. GROUP FORMATION AND RESTRUCTURING 
 
As described in Note 1, Valinor Plc. was established in 2010 to serve as the holding company of 

the Group.  Prior to the establishment of the Parent, the ownership of the legal entities, which 

the Group currently consists of, was under the control of Mr. Kirill Podolskiy, the Principal 

Shareholder of the Group, through a number of holding companies or individuals. 
 
Before 2008, the Principal Shareholder together with certain other investors was involved in the 

agricultural trading business (the “Former Group”).  In the early 2008, there was a decision taken 

to expand the business and invest into agricultural production both in the Russian Federation and 

Ukraine.  During 2008 and 2009 a number of legal entities were acquired from third parties 

(see details in Note 8) by companies of the Former Group. 
 
Following these acquisitions and until late 2010, the legal entities of the Former Group were 

involved in agricultural trading, logistics and production activities.  In 2010, it was decided to 

separate the production activities from the trading activities of the Former Group.  As a result of 

the restructuring, companies of the Former Group that were involved in production activities were 

transferred towards the end of 2010 to the newly incorporated company, Valinor Plc., the parent of 

the Group, for cash consideration or as in kind contribution (see below).  Shares of Valinor Plc. 

were issued to Valars Management Limited in exchange. 
 
The Group’s restructuring was accomplished by the following steps: 
 
 On 21 September 2010, Valars Management Limited, the company controlled by the Principal 

Shareholder, established the Parent and contributed EUR 1,000 to acquire 100% of the Parent’s 

share capital consisting of 1,000 ordinary shares of EUR 1 each.  
 
 On 9 December 2010, the Parent converted its authorised and issued share capital from 

EUR 1,000 consisting of 1,000 ordinary shares of EUR 1 each into USD 1,321 consisting of 

132,140 ordinary shares of USD 0.01 each. 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

 

 

2.    GROUP FORMATION AND RESTRUCTURING (CONT’D) 
 

 On the same date, the Parent increased its authorised share capital from USD 1,321 to 

USD 350,000 by the creation of additional 34,867,860 ordinary shares of USD 0.01 each. 
 
 Following the increase of the authorised share capital of the Parent, also on the same date, 

a subscription agreement between Valars Management Limited and the Parent was signed 

whereby, Valars Management Limited transferred to the Parent the ownership of the Group’s 

subsidiaries which were engaged in agricultural production, at the agreed subscription price of 

USD 228,498,678 and in exchange the Parent issued to Valars Management Limited 34,867,860 

ordinary shares of USD 0.01 each at a premium of USD 6.54 per ordinary share.  As a result, 

the issued share capital of the Parent increased to USD 350,000 and a share premium of 

USD 228,150,000 was recognised.  
 
For the purpose of consolidation, the effective date of obtaining control of the subsidiaries which 

were transferred to the Parent was considered to be the date on which the subsidiaries were 

originally acquired from third parties by the companies controlled by the Principal Shareholder.  

As a result, the Parent and its subsidiaries were consolidated as if they were forming the Group 

since the date control was first obtained; and the initial share capital of the Parent issued on its 

incorporation was presented in these financial statements as if the Parent was incorporated as at 

1 January 2008.  
 
For all Group’s subsidiaries, which as explained above, were acquired through the companies under 

the control of the Principal Shareholder and were subsequently transferred as a capital contribution 

to the Parent, or to its subsidiaries, an amount equal to the cost of their acquisition was recognised 

as additional paid-in capital as at the acquisition date and credited to a corresponding account within 

equity.  Any amounts paid for the acquisition of subsidiaries in cash are reflected in the balance 

sheets of the acquiring companies at the cost of their acquisition and have no direct impact on the 

issued share capital or equity of the Parent.  At the completion of the corporate restructuring any 

difference between the aggregate of the additional paid-in capital recognised and the increase in the 

corresponding issued share capital and share premium of the Parent resulting from the subscription 

agreement mentioned above was transferred and recognised in retained earnings. 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of presentation and accounting − The consolidated financial statements have been 

prepared in accordance with International Financial Reporting Standards as adopted by 

the European Union (EU) and the requirements of the Cyprus Companies Law, Cap.113 ( from 

there and after “IFRS”).  The subsidiaries of the Group maintain their accounting records under 

IFRS, Russian Accounting Standards (“RAS”) and Ukrainian Accounting Standards (“UAS”).  

RAS and UAS principles and procedures may differ from those generally accepted under IFRS.  

Accordingly, the consolidated financial statements, which have been prepared from the Group 

entities’ RAS and UAS records, reflect adjustments necessary for such financial statements to be 

presented in accordance with IFRS.  
 
The consolidated financial statements of the Group are prepared on the historical cost basis, 

except for revalued amounts of property, plant and equipment, biological assets, agricultural 

produce, and certain financial instruments. 
 
These consolidated financial statements have been prepared on the assumption that the Group is a 

going concern and will continue in operation for the foreseeable future. 
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VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Adoption of new and revised International Financial Reporting Standards – The following  

new and revised Standards and Interpretations have been adopted in the current year: 
 

 IFRS 3 “Business Combinations” (Revised 2008); 

 IAS 27 “Consolidated and Separate Financial Statements” (Revised 2008); 

 IFRS 1 “First-time Adoption of International Financial Reporting Standards” (Revised 2008); 

 IFRIC 17 “Distributions of Non-cash Assets to Owners”; 

 Amendment to IAS 39 “Financial Instruments: Recognition and Measurement” – Eligible 

Hedged Items (July 2008); 

 Amendments to IFRIC 9 “Reassessment of Embedded Derivatives” and IAS 39 “Financial 

Instruments: Recognition and Measurement”. 
 
The adoption of IFRS 3 “Business Combinations” (Revised 2008) and IAS 27 “Consolidated and 

Separate Financial Statements” (Revised 2008) did not materially affect the amounts reported in 

the current year but may affect the accounting for future transactions as a result of changes in 

the Group’s accounting policies. 
 
In the current year, the Group also adopted amendments to a number of Standards resulting from 

annual improvements to IFRS that are effective for annual periods beginning on or after 

1 January 2010.  Adoption of these amendments, as well as adoption of other Standards and 

Interpretations did not have any significant impact on the amounts reported in these consolidated 

financial statements but may affect the accounting for future transactions and arrangements. 
 
Standards and Interpretations in issue but not effective – At the date of authorization of these 

consolidated financial statements, the following Standards and Interpretations, as well as 

amendments to the Standards were in issue but not yet effective: 

 
 

Standard / Interpretation Effective for annual accounting 

period beginning on or after: 
 

IAS 24 “Related Party Disclosures” (2009) 1 January 2011 

  Amendments to IFRS 1 “First-time Adoption of International 

Financial Reporting Standards” – Limited Exemption from 

Comparative IFRS 7 Disclosures for First-time Adopters 1 July 2010 
  

Amendments to IAS 32 “Financial Instruments: Presentation” – 

Classification of Rights Issues 1 February 2010 
  

IFRIC 19 “Extinguishing Financial Liabilities with Equity 

Instruments” 1 July 2010 
  

IFRS 9 “Financial Instruments: Classification and Measurement” 1 January 2013 
  

Amendments to IFRS 7 “Financial Instruments: Disclosures” – 

Transfers of Financial Assets 1 July 2011 
  

Improvements to IFRS issued in 2010 

 

1 July 2010 and 1 January 2011 

(as appropriate) 
  

Amendments to IAS 12 “Income Taxes” – Deferred Tax: Recovery 

of Underlying Assets 1 January 2012 
  

Amendments to IFRS 1 “First-time Adoption of International 

Financial Reporting Standards” – Severe Hyperinflation and 

Removal of Fixed Dates for First-time Adopters 1 July 2011 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Management is currently evaluating the impact of the adoption of IFRS 9 “Financial Instruments: 

Classification and Measurement”.  For other Standards and Interpretations management 

anticipates that their adoption in future periods will have no material effect on the 

consolidated financial statements of the Group. 
 
Functional and presentation currency – The functional currency of the entities within the Group 

is the Russian Ruble (“RUB”) for the entities, incorporated in Russian Federation, Ukrainian 

Hryvnia (“UAH”), for the entities, incorporated in Ukraine, and US Dollar (“USD”) for the 

entities, incorporated in Cyprus and British Virgin Islands.  Transactions in currencies other than 

the functional currency of the entities concerned are treated as transactions in foreign currencies.  

Such transactions are initially recorded at the rates of exchange ruling on the dates of the 

transactions.  Monetary assets and liabilities denominated in such currencies are translated at 

the rates prevailing on the balance sheet date.  All realized and unrealized gains and losses arising 

on exchange differences are included in the consolidated statement of comprehensive income for 

the period. 
 
These consolidated financial statements are presented in US Dollars (“USD”), which is the 

functional currency of the Parent, as well as Cyprus and BVI subsidiaries, and the presentation 

currency of the Group.    
 
The results and financial position of the Group are translated into the presentation currency using 

the following procedures:  
 

 Assets and liabilities for each consolidated statement of financial position presented are 

translated at the closing rate as at the balance sheet date. 

 Income and expenses for each consolidated statement of comprehensive income are translated 

at exchange rates at the dates of the transactions.  For practical reasons, the Group translates 

items of income and expenses for each period presented in the financial statements using the 

average exchange rates, since such translations reasonably approximate to the results of 

transactions translated at currency rates, prevailing on the dates of the transaction. 

 All resulting exchange differences are recognised in other comprehensive income and 

accumulated in equity. 
 
The relevant exchange rates were: 
 

 As at  

31 December 

2010 

Average  

for 2010 

As at  

31 December 

2009 

Average  

for 2009 

As at  

31 December 

2008 

Average  

for 2008 

As at  

1 January  

2008 

        
RUB/USD 30.4769 30.3692 30.2442 31.7231 29.3804 24.8553 24.5462 

UAH/USD 7.9617 7.9353 7.9850 7.7916 7.7000 5.2693 5.0500 

 

Basis of consolidation – The consolidated financial statements incorporate the financial 

statements of the Parent and entities controlled by the Parent (its subsidiaries).  Control is 

achieved when the Parent has the power to govern the financial and operating policies of an 

entity, either directly or indirectly, so as to obtain benefits from its activities.  For the period 

before incorporation of the Parent the control over subsidiaries is deemed to have been achieved 

when the power to govern the financial and operating policies existed and belonged to the 

common ultimate owners.  The financial statements of subsidiaries are included in the 

consolidated financial statements of the Group from the date when control effectively 

commenced.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Basis of consolidation (cont’d) 
All significant intercompany transactions, balances and unrealized gains/(losses) on transactions 

are eliminated on consolidation, except when the intragroup losses indicate an impairment that 

requires recognition in the consolidated financial statements. 
 
Where necessary, adjustments are made to the financial statements of subsidiaries to bring 

the accounting policies used in line with those adopted by the Group. 
 
Accounting for acquisitions from third parties – The acquisitions of subsidiaries from third 

parties are accounted for using the acquisition method.   
 
At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised 

at their fair value at the acquisition date, except that: 
 

 Deferred tax assets or liabilities and liabilities or assets related to employee benefit 

arrangements are recognised and measured in accordance with IAS 12 Income Taxes and 

IAS 19 Employee Benefits respectively; 

 Liabilities or equity instruments related to share-based payment arrangements of the acquiree 

or share-based payment arrangements of the Group entered into to replace share-based 

payment arrangements of the acquiree are measured in accordance with IFRS 2 Share-based 

Payment at the acquisition date; and 

 Assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-

current Assets Held for Sale and Discontinued Operations are measured in accordance with 

that Standard. 
 
The consideration transferred by the Group is measured at fair value, which is the sum of 

the acquisition-date fair values of the assets transferred by the Group, liabilities incurred by 

the Group to the former owners of the acquired subsidiary and the equity interests issued by 

the Group in exchange for control of the subsidiary. Acquisition-related costs are generally 

recognised in profit or loss as incurred. 
 
When the consideration transferred by the Group in a business combination includes assets and 

liabilities resulting from a contingent consideration arrangement, the contingent consideration is 

measured at its acquisition-date fair value and is included as part of the consideration transferred. 

Changes in the fair value of the contingent consideration that qualify as measurement period 

adjustments are adjusted retrospectively, with corresponding adjustments against goodwill. 

Measurement period adjustments are adjustments that arise from additional information obtained 

during the measurement period (which may not exceed one year from the acquisition date) about 

facts and circumstances that existed at the acquisition date. 
 
Non-controlling interests that present ownership interests and entitle their holders to a 

proportionate share of the subsidiary’s net assets in the event of liquidation may be initially 

measured either at fair value or at the non-controlling interests’ proportionate share of the 

recognised amounts of the subsidiary’s identifiable net assets.  The choice of measurement basis 

is made on transaction-by-transaction basis.  Other types of non-controlling interests, if any, are 

measured at fair value or, when applicable, on the basis specified in other Standards. 
 
Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any 

non-controlling interests in the acquiree, and the fair value of the acquirer's previously held equity 

interest in the acquiree (if any) over the net of the acquisition-date amounts of the identifiable 

assets acquired and the liabilities assumed.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Basis of consolidation (cont’d) 
 
If, after reassessment, the net of the acquisition date amounts of the identifiable assets acquired 

and liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-

controlling interests in the acquiree and the fair value of the acquirer's previously held interest in 

the acquiree (if any), the excess is recognised immediately in profit or loss as a bargain purchase 

gain. 
 
Goodwill arising on an acquisition of a business is carried at cost as established at the date of 

acquisition of the business (see Business Combinations above) less accumulated impairment 

losses, if any. 
 
On disposal of a subsidiary or a jointly controlled entity, the attributable amount of goodwill is 

included in the determination of the profit or loss on disposal. 

 

Changes in the Group's ownership interests in existing subsidiaries – Changes in the Group’s 

ownership interests in subsidiaries that do not result in the Group losing control over the 

subsidiaries are accounted for as equity transactions.  The carrying amounts of the Group’s 

interests and the non-controlling interests are adjusted to reflect the changes in their relative 

interests in subsidiaries.  Any difference between the amount by which the non-controlling 

interests are adjusted and the fair value of the consideration paid or received is recognised directly 

in equity and attributed to owners of the Parent. 
 
When the Group loses control of a subsidiary, the profit or loss on disposal is calculated as 

the difference between (i) the aggregate of the fair value of the consideration received and the fair 

value of any retained interest and (ii) the previous carrying amount of the assets (including 

goodwill), and liabilities of the subsidiary and any non-controlling interests.  When assets of 

the subsidiary are carried at revalued amounts or fair values and the related cumulative gain or 

loss has been recognised in other comprehensive income and accumulated in equity, the amounts 

previously recognised in other comprehensive income and accumulated in equity are accounted 

for as if the Company had directly disposed of the relevant assets (i.e. reclassified to profit or loss 

or transferred directly to retained earnings as specified by applicable IFRSs).  The fair value of 

any investment retained in the former subsidiary at the date when control is lost is regarded as 

the fair value on initial recognition for subsequent accounting under IAS 39 Financial 

Instruments: Recognition and Measurement or, when applicable, the cost on initial recognition of 

an investment in an associate or a jointly controlled entity. 
 
When a business combination is achieved in stages, the Group's previously held equity interest in 

the acquiree is remeasured to fair value at the acquisition date (i.e. the date when the Group 

obtains control) and the resulting gain or loss, if any, is recognised in profit or loss.  Amounts 

arising from interests in the acquiree prior to the acquisition date that have previously been 

recognised in other comprehensive income are reclassified to profit or loss where such treatment 

would be appropriate if that interest were disposed of. 
 
Business combinations that took place prior to 1 January 2010 were accounted for in accordance 

with the previous version of IFRS 3. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 

 

Accounting for transactions with entities under common control – The assets and liabilities of 

subsidiaries acquired from entities under common control are recorded in these consolidated 

financial statements at pre-acquisition carrying values.  Any difference between the carrying 

value of net assets of these subsidiaries, and the consideration paid by the Group is accounted for 

in these consolidated financial statements as an adjustment to shareholders’ equity.  The results of 

the acquired entity are reflected from the date of transfer of control over the acquired entity to 

the entity under common control. 
 
Any gain or loss on disposals to entities under common control are recognised directly in equity 

and attributed to owners of the Parent. 

 

Property, plant and equipment – Property, plant and equipment are carried at revalued amounts, 

being their fair value at the date of the revaluation less any subsequent accumulated depreciation 

and subsequent accumulated impairment losses, except for office equipment and furniture and 

other fixed assets, which are carried at historical cost or at the cost of construction, less 

accumulated depreciation and accumulated impairment losses. 
 
The historical cost of an item of property, plant and equipment comprises (a) its purchase price, 

including import duties and non-refundable purchase taxes, after deducting trade discounts and 

rebates; (b) any costs directly attributable to bringing the item to the location and condition 

necessary for it to be capable of operating in the manner intended by the management of the 

Group; (c) the initial estimate of the costs of dismantling and removing the item and restoring 

the site on which it is located, (d) the obligation for which the Group incurs either when the item 

is acquired or as a consequence of having used the item during a particular period for purposes 

other than to produce inventories during that period; and (e) for qualifying assets, borrowing costs 

capitalized in accordance with the Group’s accounting policy.  The cost of self-constructed assets 

includes the cost of material, direct labour and an appropriate portion of production overheads. 
 
Subsequently capitalized costs include major expenditures for improvements and replacements 

that extend the useful lives of the assets or increase their revenue generating capacity.  Repairs 

and maintenance expenditures that do not meet the foregoing criteria for capitalization are 

charged to the consolidated statement of comprehensive income as incurred.  
 
Revaluations of the property, plant and equipment are performed with sufficient regularity such 

that the carrying amount does not differ materially from that which would be determined using 

fair values at the balance sheet date. 
 
If the asset’s carrying amount is increased as a result of a revaluation, the increase is credited 

directly to other comprehensive income.  However, such increase is recognised in profit or loss to 

the extent that it reverses a revaluation decrease of the same asset previously recognised in profit 

or loss.  If the asset’s carrying amount is decreased as a result of a revaluation, the decrease is 

recognised in profit or loss.  However, such decrease is debited directly to other comprehensive 

income to the extent of any credit balance existing in the revaluation surplus in respect of that 

asset. 
 
On the subsequent sale or retirement of a revalued property, the attributable revaluation surplus 

remaining in the properties revaluation reserve is transferred directly to retained earnings. 

No transfer is made from the revaluation reserve to retained earnings except when an asset is 

derecognised. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Property, plant and equipment (cont’d) 
Depreciable amount is the cost, deemed cost or revalued amount of the item of property, plant 

and equipment less its residual value.  The residual value is the estimated amount that the Group 

would currently obtain from disposal of the item of property, plant and equipment, after 

deducting the estimated costs of disposal, if the asset were already of the age and in the condition 

expected at the end of its useful life. 
 
Depreciation of property, plant and equipment is designed to write off the depreciable amount 

over the useful life of the asset and is calculated using a straight line method.  Depreciation on 

revalued property, plant and equipment is recognised in profit or loss. 

 

Useful lives of the groups of property, plant and equipment are as follows:  

 
Environmental areas 4-14 years 

Buildings and structures 4-52 years 

Constructions and facilities 3-51 years 

Machinery and equipment 1-11 years 

Vehicles 1-8 years 

Office furniture and equipment 3-7 years 

Other fixed assets 1-8 years 

 

Depreciable amount is the cost of an item of property, plant and equipment, or revalued amount, 

less its residual value.  The residual value is the estimated amount that the Group would currently 

obtain from disposal of the item of property, plant and equipment, after deducting the estimated 

costs of disposal, if the asset was already of the age and in the condition expected at the end of its 

useful life.  
 
The depreciable amount of assets held under finance leases are depreciated over their expected 

useful lives on the same basis as owned assets or, where shorter, the term of the relevant lease. 
 
The residual value, the useful lives and depreciation method are reviewed at each financial year-

end.  The effect of any changes from previous estimates is accounted for prospectively as 

a change in an accounting estimate. 
 
The gain or loss arising on a sale or disposal of an item of property, plant and equipment is 

determined as the difference between the sales proceeds and the carrying amount of the asset and 

is recognised in profit or loss. 
 
Construction in progress comprises costs directly related to the construction of property, plant and 

equipment including an appropriate allocation of directly attributable variable overheads that are 

incurred in construction.  Construction in progress is not depreciated.  Depreciation of 

construction in progress commences when the assets are available for use, i.e. when they are in 

the location and condition necessary for them to be capable of operating in the manner intended 

by the management.  
 
Intangible assets – Intangible assets, which are acquired by the Group and which have finite 

useful lives, consist primarily of land lease rights.  
 
Land lease rights acquired in business combinations are recognised at their fair values.  

Subsequent to acquisition, these intangible assets are stated at the deemed cost less accumulated 

amortisation and impairment losses.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Intangible assets (cont’d) 
 
Land lease rights acquired in a business combination and recognised separately from goodwill are 

initially recognised at their fair value at the acquisition date (which is regarded as their cost).  

Subsequent to initial recognition, land lease rights acquired in a business combination are 

reported at cost less accumulated amortization and accumulated impairment losses, on the same 

basis as land lease rights acquired separately. 
 
Amortization of intangible assets is recognised on a straight-line basis over their estimated useful 

lives.  For land lease rights, the amortization period is determined by reference to the term of the 

non-cancellable operating lease agreement, which vary from 1 to 25 years .  The average useful 

life used for amortization of land lease rights was 5-7 years. 
 
The amortization period and the amortization method for intangible assets with finite useful life 

are reviewed at least at the end of each reporting period. 

 

Impairment of tangible and intangible assets – At each balance sheet date, the Group reviews 

the carrying amounts of its tangible and intangible assets to determine whether there is any 

indication that those assets have suffered an impairment loss.  If any such indication exists, 

the recoverable amount of the asset is estimated in order to determine the extent of the 

impairment loss (if any).  For the purposes of assessing impairment, assets are grouped at 

the lowest levels for which there are separately identifiable cash flows (cash-generating units). 
 
Recoverable amount is the higher of fair value less costs to sell and value in use.  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. 
 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its 

carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its 

recoverable amount.  An impairment loss is recognised immediately in the profit or loss unless 

the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as 

a revaluation decrease.  Where an impairment loss subsequently reverses, the carrying amount of 

the asset (cash-generating unit) is increased to the revised estimate of its recoverable amount, but 

so that the increased carrying amount does not exceed the carrying amount that would have been 

determined had no impairment loss been recognised for the asset (cash-generating unit) in prior 

years.  A reversal of an impairment loss is recognised immediately in the profit or loss, unless 

the relevant asset is carried at a revalued amount, in which case the reversal of the impairment 

loss is treated as a revaluation increase. 
 
Impairment of goodwill – For the purposes of impairment testing, goodwill is allocated to each of 

the Group’s cash generating units (or groups of cash-generating units) that is expected to benefit 

from the synergies of the combination. 
 
A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or 

more frequently when there is indication that the unit may be impaired.  If the recoverable amount 

of the cash-generating unit is less than its carrying amount, the impairment loss is allocated first 

to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of 

the unit pro rata based on the carrying amount of each asset in the unit.  Any impairment loss for 

goodwill is recognised directly in profit or loss in the consolidated statement of comprehensive 

income. An impairment loss recognised for goodwill is not reversed in subsequent periods. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 

 

Income taxes – Income taxes have been computed in accordance with the laws currently enacted 

in jurisdictions where operating entities are located.  Income tax is calculated based on the results 

for the year as adjusted for items that are non-assessable or non-tax deductible.  It is calculated 

using tax rates that have been enacted by the balance sheet date. 
 
Deferred tax is accounted for using the balance sheet liability method in respect of temporary 

differences arising from differences between the carrying amount of assets and liabilities in 

the consolidated financial statements and the corresponding tax basis used in the computation of 

taxable profit.  Deferred tax liabilities are generally recognised for all taxable temporary 

differences and deferred tax assets are recognised to the extent that it is probable that taxable 

profits will be available against which deductible temporary differences can be utilized.  
 
Deferred tax is charged or credited to the profit or loss, except when it relates to items credited or 

charged directly to equity or other comprehensive income, in which case the deferred tax is also 

dealt with in equity or other comprehensive income. 
 
Deferred tax assets and liabilities are offset when: 
 
 The Group has a legally enforceable right to set off the recognised amounts of current tax 

assets and current tax liabilities; 

 The Group has an intention to settle on a net basis, or to realize the asset and settle the liability 

simultaneously; 

 The deferred tax assets and the deferred tax liabilities relate to income taxes levied by 

the same taxation authority in each future period in which significant amounts of deferred tax 

liabilities and assets are expected to be settled or recovered. 
 
The majority of the Group companies that are involved in agricultural production, benefit 

substantially from the status of an agricultural producer.  These companies are exempt from 

income taxes and pay the Fixed Agricultural Tax instead (Note 20).  

 

Inventories – Inventories are stated at the lower of cost and net realizable value.  Cost comprises 

raw materials and, where applicable, direct labour costs and those overheads that have been 

incurred in bringing the inventories to their present locations and condition.  
 
Cost is calculated using the weighted average method.  Net realizable value is determined as the 

estimated selling price less all estimated costs of completion and costs to be incurred in 

marketing, selling and distribution.  

 

Biological assets and agricultural produce – Agricultural activity is defined as a biological 

transformation of biological assets for sale into agricultural produce or into additional biological 

assets.  The Group classifies livestock (cows), seeds and crops in fields as biological assets.  
 
The Group recognises a biological asset or agricultural produce when the Group controls the asset 

as a result of past events, it is probable that future economic benefits associated with the asset will 

flow to the Group, and the fair value or cost of the asset can be measured reliably. 
 
Agricultural produce harvested from biological assets is measured at its fair value less costs to 

sell at the point of harvest.  A gain or loss arising on initial recognition of agricultural produce at 

fair value less costs to sell is included in the consolidated statement of comprehensive income. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Biological assets and agricultural produce (cont’d) 
 
Biological assets are stated at fair value less estimated costs to sell at both initial recognition and 

as at the balance sheet date, with any resulting gain or loss recognised in the consolidated 

statement of comprehensive income.  Costs to sell include all costs that would be necessary to sell 

the assets, including costs necessary to get the assets to market.  
 
The difference between fair value less costs to sell and total production costs is allocated to 

biological assets held in stock as at each balance sheet date as a fair value adjustment.  
 
The change in this adjustment from one period to another is recognised in Net change in fair 

value of biological assets and agricultural produce in the profit or loss. 
 
Based on the above policy, the principal groups of biological assets and agricultural produce are 

stated as follows: 
 
Biological Assets 
 
The Group’s biological assets are classified into productive and consumable biological assets 

depending upon the function of a particular group of biological assets in the Group’s production 

process. 
 
 Productive biological assets 
 
Productive biological assets comprise cattle held for regeneration of livestock population, as well 

as poultry held for hatchery eggs production, orchards, milk cows and breeding bulls.   
 
 Consumable biological assets 
 
Consumable biological assets are crops in fields and live cattle intended for the production of 

meat.   
 
The fair value of cattle, pigs and other animals is determined based on market prices of animals of 

similar age, breed and genetic merit.  Animals, for which market-determined prices or values are 

not available and for which alternative estimates of fair value are determined to be clearly 

unreliable, are measured using the present value of expected net cash flows from the asset 

discounted at a current market-determined pre-tax rate. 
 
The fair value of crops in fields is determined by reference to the cash flows that will be obtained 

from sales of harvested crops, with an allowance for costs to be incurred and risks to be faced 

during the remaining transformation process. 
 
Agricultural Produce  
 
 Grain 
 
The fair value of grain is determined by reference to market prices at the point of harvest. 
 
Financial instruments – Financial assets and financial liabilities are recognised on the Group’s 

consolidated balance sheet when the Group becomes a party to the contractual provisions of 

the instrument.  Regular way purchases and sales of financial assets and liabilities are recognised 

using settlement date accounting.  The settlement date is the date that an asset is delivered to or 

by an entity.  Settlement date accounting refers to (a) the recognition of an asset on the day it is 

received by the entity, and (b) the derecognition of an asset and recognition of any gain or loss on 

disposal on the day that it is delivered by the entity.  The accounting policies for initial 

recognition and subsequent measurement of financial instruments are disclosed in the respective 

accounting policies set out below in this Note. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Financial instruments (cont’d) 
 
Financial assets and financial liabilities are only offset and the net amounts are reported in 

the statement of financial position when the Group has a legally enforceable right to set-off 

the recognised amounts and intends to either settle on a net basis, or to realize the asset and settle 

the liability simultaneously. 
 
The Group derecognises a financial asset only when the contractual rights to the cash flows from 

the asset expire, or when it transfers the financial asset and substantially all the risks and rewards 

of ownership of the asset to another entity.  If the Group neither transfers nor retains substantially 

all the risks and rewards of ownership and continues to control the transferred asset, the Group 

recognises its retained interest in the asset and an associated liability for amounts it may have to 

pay.  If the Group retains substantially all the risks and rewards of ownership of a transferred 

financial asset, the Group continues to recognise the financial asset and also recognises 

a collateralised borrowing for the proceeds received. 
 
Accounts receivable – Accounts receivable are measured at initial recognition at fair value, and 

are subsequently measured at amortized cost using the effective interest rate method.  Short-

term accounts receivable, which are non-interest bearing, are stated at their nominal value.  

Appropriate allowances for estimated irrecoverable amounts are recognised in the profit or loss 

when there is objective evidence that the asset is impaired.  The allowance recognised is 

measured as the difference between the asset’s carrying amount and the present value of 

estimated future cash flows discounted at the effective interest rate computed at initial 

recognition. 
 
Cash and cash equivalents − Cash and cash equivalents include cash on hand, cash with banks, 

deposits and marketable securities with original maturity of less than three months. 
 
Borrowings and loans issued − Interest-bearing borrowings and loans issued are initially 

measured at fair value net of directly attributable transaction costs, and are subsequently 

measured at amortized cost using the effective interest rate method.  Any difference between 

the proceeds (net of transaction costs) and the settlement or redemption amount is recognised 

over the term of the borrowings and recorded as finance income.  
 
Loans and borrowings and other long-term payables – Interest-bearing borrowings, bonds and 

other long-term payables are initially measured at fair value net of directly attributable transaction 

costs, and are subsequently measured at amortized cost using the effective interest rate method.  

Any difference between the proceeds (net of transaction costs) and the settlement or redemption 

amount is recognised over the term of the borrowings and recorded as finance costs.  
 
Derivative financial instruments – Derivative financial instruments are initially measured at fair 

value on the contract date, and are re-measured to fair value at subsequent reporting dates.  

The Group does not enter into financial instruments that would be accounted for as derivatives.  

Changes in the fair value of derivative financial instruments are recognised in the consolidated 

statement of comprehensive income as they arise. 
 
Trade payables – Accounts payable are measured at initial recognition at fair value, and are 

subsequently measured at amortized cost using the effective interest rate method. 
 
Leases – Leases are classified as finance leases whenever the terms of the lease transfer 

substantially all the risks and rewards of ownership to the Group.  All other leases are classified 

as operating leases. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
Leases (cont’d) 
 
Assets received by the Group under finance leases are recognised as assets of the Group at their 

fair value at the date of acquisition or, if lower, at the present value of the minimum lease 

payments.  The corresponding liability to the lessor is included in the consolidated statement of 

financial position as a finance lease obligation.  Lease payments are apportioned between finance 

charges and a reduction of the lease obligation so as to achieve a constant rate of interest on the 

remaining balance of the liability.  Finance charges are charged directly to the profit or loss and 

classified as finance costs. 
 
Rental income or expenses under operating leases are recognised in the consolidated statement of 

comprehensive income on a straight-line basis over the term of the lease. 
 
Advances to suppliers and other current assets – Advances to suppliers and other current assets 

are stated at their cost as reduced by appropriate allowances for estimated irrecoverable amounts. 
 
Provisions – Provisions are recognised when the Group has a present legal or constructive 

obligation (either based on legal regulations or implied) as a result of past events, and it is 

probable that an outflow of resources will be required to settle the obligation and a reliable 

estimate of the obligation can be made. 
 
Revenue recognition – The Group generates revenue primarily from the sale of agricultural 

products to end customers.  Revenue is recognised when the significant risks and rewards of 

ownership of the goods have passed to the buyer, the amount of revenue can be measured reliably 

and it is probable that collection will occur.  The point of transfer of risk, which may occur at 

delivery or shipment, varies for contracts with different types of customers.  
 
When goods are exchanged or swapped for goods which are of a similar nature and value, 

the exchange is not regarded as a transaction which generates revenue.  When goods are sold in 

exchange for dissimilar goods, the exchange is regarded as a transaction which generates revenue, 

and revenue is measured at the fair value of the goods received, adjusted by the amount of any 

cash or cash equivalents transferred.  
 
Segment information – Segment reporting is presented on the basis of management’s perspective 

and relates to the parts of the Group that are defined as operating segments.  Operating segments 

are identified on the basis of internal reports provided to the Group’s chief operating decision 

maker (“CODM”).  The Group has identified its top management team as its CODM and the 

internal reports used by the top management team to oversee operations and make decisions on 

allocating resources serve as the basis of information presented.  These internal reports are 

prepared on the same basis as these consolidated financial statements. 
 
Based on the current management structure, the Group has identified the reportable segments as 

operations in Russian Federation and Ukraine. 
 
Finance costs – Finance costs include interest expense, finance charges on finance leases and 

other interest-bearing long-term payables and debt service costs. 
 
Finance costs directly attributable to the acquisition, construction or production of qualifying 

assets, which are assets that necessarily take a substantial period of time to get ready for their 

intended use or sale, are added to the cost of those assets, until such time as the assets are 

substantially ready for their intended use or sale. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 

 

Finance costs (cont’d) 
Investment income earned on the temporary investment of specific borrowings pending their 

expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalization.  
 
All other finance costs are recognised in the profit or loss in the period in which they are incurred. 
 
Government grants – Government grants received or receivable for processing of live animals 

and value added tax (“VAT”), and grants for the agricultural industry (conditional upon 

reinvestment of the granted funds for agricultural production purposes) are recognised as income 

over the periods necessary to match them with the related costs, or as an offset against finance 

costs when received as compensation for the finance costs for agricultural producers.  To 

the extent the conditions attached to the grants are not met at the balance sheet date, the received 

funds are recorded in the Group’s consolidated financial statements as deferred income.  Other 

government grants are recognised at the moment when the decision to disburse the amounts to 

the Group is made.  
 
Contingent liabilities and assets – Contingent liabilities are not recognised in the consolidated 

financial statements.  They are disclosed in the notes to the consolidated financial statements 

unless the possibility of an outflow of resources embodying economic benefits is remote.  

Contingent assets are recognised only when the contingency is resolved. 

 

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION  

UNCERTAINTY 
 
In the application of the Group’s accounting policies, which are described in Note 3, management 

is required to make judgements, estimates and assumptions about the carrying amounts of assets 

and liabilities that are not readily apparent from other sources.  The estimates and associated 

assumptions are based on historical experience and other factors that are considered to be 

relevant.  Actual results may differ from these estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 

accounting estimates are recognised in the period in which the estimate is revised if the revision 

affects both current and future periods. 
 
Critical judgements in applying accounting policies 
 
The following are the critical judgments, apart from those involving estimations (see below), that 

management has made in the process of applying the Group’s accounting policies and that have 

the most significant effect on the amounts recognised in financial statements. 
 
Revaluation of property, plant and equipment – As described in Note 7, the Group applies 

revaluation model to the measurement of property, plant and equipment Revaluations of the 

property, plant and equipment are performed with sufficient regularity such that the carrying 

amount does not differ materially from that which would be determined using fair values at the 

balance sheet date. 
 
The Group carries out such review by preparing a discounted cash flow analysis involving 

assumptions on projected revenues and costs, and a discount rate.  Additionally, the Group 

considers economic stability and availability of transactions with similar assets in the market 

when determining whether to perform a fair value assessment in a given period.  Based on the 

results of this review, the Group concluded that its property, plant and equipment need not be 

revalued as at 31 December 2010 and 2008. 
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION  

UNCERTAINTY (CONT’D) 
 
Accounting for the loan restructuring – As described in Note 18, during 2010 the Group has 

restructured its loan from Alfa Bank Ukraine.  In connection with the loan restructuring the 

Group has entered into a) an agreement to sell 30% interest in Valars Agro Ltd. to an entity 

controlled by Alfa Bank, b) a call option to purchase back the 30% interest in Valars Agro Ltd. 

subject to certain conditions; c) a written call option for the entity controlled by Alfa Bank to 

purchase the remaining 70% interest in Valars Agro Ltd. from the Group subject to certain 

conditions; and d) a shareholders' agreement relating to management of Valars Agro Ltd.  

The management of the Group concluded that the Group has retained control over Valars Agro 

Ltd. and that the combination of the above-described agreements results in a pledge of the 30% 

non-controlling interest in Valars Agro Ltd.  Therefore, neither disposal of this interest, nor the 

call options over the shares of Valars Agro Ltd. were recognized in these consolidated financial 

statements. 
 
Key sources of estimation uncertainty 
 
The following are the key assumptions concerning the future, and other key sources of estimation 

uncertainty at the end of the reporting period that have a significant risk of causing a material 

adjustment to the carrying amounts of assets and liabilities within the next financial year. 
 
Impairment of goodwill – For the purpose of impairment testing, goodwill is allocated to each of 

the Group’s cash-generating units described in Note 8.  A cash-generating unit to which goodwill 

has been allocated is tested for impairment annually.  The recoverable amount of cash generating 

unit represents value in use as determined by discounting the future cash flows generated from 

the continuing use of the non-current assets of that unit.  As discussed in Note 8, during years 

ended 31 December 2009 and 2008, the Group recorded impairment in the cash generating unit 

“Russian elevators” in the amount of USD 2,149 thousand and USD 671, respectively.  The main 

factor contributing to the impairment of the cash-generating unit was sharp economic downturn 

and respective downwards revision of sales forecasts.  Amounts of impairment were allocated to 

the goodwill of respective cash generating unit and recognised in statement of comprehensive 

income for years ended 31 December 2009 and 2008, respectively.  
 
Fair value less costs to sell of biological assets and agricultural produce – Biological assets are 

recorded at fair values less costs to sell.  The Group estimates the fair values of biological assets 

based on the following key assumptions: 
 

 Expected crops output; 

 Average meat output for livestock for meat production; 

 Average productive life of breeders and cattle held for regeneration and milk production; 

 Estimated changes in future sales prices; 

 Projected production costs and costs to sell; 

 Discount rate. 
 
Although some of these assumptions are obtained from published market data, a majority of these 

assumptions are estimated based on the Group’s historical and projected results. 
 
Fair value of land lease rights – The estimation of fair value of land lease rights acquired in 

business combination is based on publicly available information about acquisitions of agricultural 

companies of comparable size in similar region and in the period close to the date of respective 

business combination of the Group. 
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION  

UNCERTAINTY (CONT’D) 
 
Useful lives of property, plant and equipment – The estimation of the useful life of an item of 

property, plant and equipment is a matter of management estimate based upon experience with 

similar assets.  In determining the useful life of an asset, management considers the expected 

usage, estimated technical obsolescence, physical wear and tear and the physical environment in 

which the asset is operated.  Changes in any of these conditions or estimates may result in 

adjustments for future depreciation rates. 
 
The value in use calculation requires management to estimate future cash inflows expected to 

arise from each group of assets and a suitable discount rate in order to calculate present value.  

In estimating the appropriate discount rates, the Group used the weighted average cost of capital, 

as adjusted for currency denomination of expected future cash flows and different levels of 

business risks assessed for each group of assets.   

 

5. SEGMENT INFORMATION 
 
The Group operations are located in Russian Federation and Ukraine.  Segment information is 

analyzed on the basis of location of operation divisions.  The Group`s reportable segments under 

IFRS 8 are Russian Federation and Ukraine. 
 

The accounting policies of the reportable segments are the same as the Group’s accounting 

policies described in Note 3.  Segment result represents operating profit before loss on 

impairment of goodwill and property, plant and equipment.  This is the measure reported to the 

chief operating decision maker for the purposes of resource allocation and assessment of segment 

performance. Assets and liabilities are not analyzed by the chief operating decision maker. 
 
Segment information for the year ended 31 December 2010 was as follows: 
 
 Russian 

Federation 

 Ukraine Consolidated 

      Revenue 157,439 

 

66,911 

 

224,350 

Net change in fair value of biological assets and 

agricultural produce 31,127 

 

16,931 

 

48,058 

Cost of sales (99,656) 

 

(63,559) 

 

(163,215) 
      

Gross profit 88,910 

 

20,283 

 

109,193 

      Administrative expenses (11,629) 

 

(7,052) 

 

(18,681) 

Selling expenses (3,718) 

 

(947) 

 

(4,665) 

Government grants recognised as income 2,023 

 

8,153 

 

10,176 

Other operating expenses, net (10,786) 

 

(2,147) 

 

(12,933) 

Operating foreign exchange losses, net (352) 

 

(122) 

 

(474) 

      Operating profit  64,448 

 

18,168 

 

82,616 

      Finance costs, net 

    

(38,711) 

Finance income 

    

3,902 

Non-operating foreign exchange gains, net 

    

416 

Profit before tax 

    
48,223 

Income tax benefit 

    

1,385 

      Profit for the year 

    

49,608 
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5. SEGMENT INFORMATION (CONT’D) 
 
Segment information for the years ended 31 December 2009 and 2008 was as follows: 
 

 2009  2008 

 Russian 

Federation 

Ukraine   Consolidated   Russian  

Federation 

Ukraine   Consolidated  

            Revenue 120,135 

 

44,924 

 

165,059 

 

99,651 

 

36,273 

 

135,924 

Net change in fair value of biological 

assets and agricultural produce 8,249 

 

7,611 

 

15,860 

 

(15,314) 

 

(5,718) 

 

(21,032) 

Cost of sales (95,938) 

 

(52,406) 

 

(148,344) 

 

(74,518) 

 

(40,839) 

 

(115,357) 

Gross profit 32,446 

 

129 

 

32,575 

 

9,819 

 

(10,284) 

 

(465) 

            Administrative expenses (9,863) 

 

(3,889) 

 

(13,752) 

 

(11,276) 

 

(3,485) 

 

(14,761) 

Selling expenses (5,261) 

 

(1,400) 

 

(6,661) 

 

(4,720) 

 

(2,052) 

 

(6,772) 

Government grants recognised as income 6,519 

 

330 

 

6,849 

 

4,733 

 

3,126 

 

7,859 

Other operating expenses, net (8,450) 

 

(1,123) 

 

(9,573) 

 

(4,336) 

 

(3,017) 

 

(7,353) 

Operating foreign exchange losses, net (477) 

 

(362) 

 

(839) 

 

654 

 

(118) 

 

536 

Operating profit before impairment 14,914 

 

(6,315) 

 

8,599 

 

(5,126) 

 

(15,830) 

 

(20,956) 

Impairment loss on goodwill and property, 

plant and equipment 
    

(9,591) 

     

(671) 

Operating loss 
    

(992) 

     

(21,627) 

Finance costs, net 
    

(42,399) 

     

(27,104) 

Finance income 
    

3,226 

     

494 

Non-operating foreign exchange losses, net 
    

(296) 

     

(6,101) 

Gain realized from acquisitions of 

subsidiaries 
    

28,006 

     

112,710 

(Loss)/profit before tax 
    

(12,455) 

     

58,372 

Income tax (expense)/benefit 
    

(6,554) 

     

13,899 

(Loss)/profit for the year 
    

(19,009) 

     

72,271 
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6. TRANSACTIONS WITH RELATED PARTIES 

For the purposes of these financial statements, parties are considered to be related if one party 

directly or indirectly, through one or more intermediaries controls, is controlled by, or is under 

common control with the other party, or has joint control or exercises significant influence over 

the other party or is significantly influenced by the other party in making financial or operating 

decisions.  In considering each possible related party relationship, attention is directed to the 

substance of the relationship, not merely the legal form. 
 
Related parties of the Group may enter into transactions which unrelated parties might not, and 

transactions between related parties may not be effected on the same terms and conditions as 

transactions between unrelated parties. 

Transactions with related parties under common control 
The Group enters into transactions with related parties that are under common control of 

the Common Ultimate Shareholders of the Group, as defined in Note 1.  In the ordinary course of 

business, there are the following major types of transactions and operations with such related 

parties:  
- Sales of finished goods and provision of storage services; 

- Purchases of agricultural products, fertilizers and other supplies; 

- Loans and borrowing provided and received;  

- Management and other services received;  

- Transactions related to the Group’s formation. 

Terms and conditions of sales and purchases to/from  related parties are determined based on 

arrangements specific to each contract of transaction.  Management believes that the accounts 

receivable due from related parties do not require allowance for irrecoverable amounts and that 

the amounts payable to related parties will be settled at their carrying amount.  The terms of the 

payables and receivables related to trading activities of the Group do not vary significantly from 

the terms of similar transactions with third parties. 

The transactions with the related parties during the years ended 31 December 2010, 2009 and 2008 

were as follows: 

 
2010 

 
2009 

 
2008 

Revenue (Note 24)    99,712 

 

  95,245 

 

  58,698 

Total per financial statements caption: 224,350 

 

165,059 

 

135,924 

In percentage to total per caption: 44% 

 

58% 

 

43% 

      Cost of sales (Note 25) (14,688) 

 

(12,629) 

 

    (915) 

Total per financial statements caption: (163,215) 

 

(148,344) 

 

(115,357) 

In percentage to total per caption: 9% 

 

9% 

 

1% 

      Administrative expenses, excluding compensation 

to key management personnel (Note 26) (3,403) 

 

(1,027) 

 

      (765) 

Total per financial statements caption: (18,681) 

 

(13,752) 

 

(14,761) 

In percentage to total per caption: 18% 

 

7% 

 

5% 

      Other operating expenses, net (Note 29) (1,207) 

 

- 

 

- 

Total per financial statements caption: (12,933) 

 

(9,573) 

 

 (7,353) 

In percentage to total per caption: 9% 

 

0% 

 

0% 

      Finance costs (Note 30) (2,745) 

 

(2,769) 

 

(1,510) 

Total per financial statements caption: (38,711) 

 

(42,399) 

 

(27,104) 

In percentage to total per caption: 7% 

 

7% 

 

6% 

      Finance income (Note 31) 3,542 

 

3,106 

 

57 

Total per financial statements caption: 3,902 

 

3,226 

 

494 

In percentage to total per caption: 91% 

 

96% 

 

12% 
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6. TRANSACTIONS WITH RELATED PARTIES (CONT’D) 
 

The balances owed to and due from related parties were as follows as at 31 December 2010, 2009 

and 2008:  

 
2010 

 
2009 

 
2008 

 
Trade accounts receivable, net (Note 14) 13,272 

 
8,482 

 
9,702 

Total per financial statements caption: 17,063 

 
14,149 

 
13,606 

In percentage to total per caption: 78% 

 
60% 

 
71% 

 
Other current assets, net (Note 15) 66,994 

 
53,281 

 
53,640 

Total per financial statements caption: 83,744 

 
64,776 

 
68,666 

In percentage to total per caption: 80% 

 
82% 

 
78% 

 
Loans and borrowings (Note 18)  (13,718) 

 
(47,720) 

 

(15,486) 

Total per financial statements caption: (218,206) 

 
(267,311) 

 
(218,646) 

In percentage to total per caption: 6% 

 
18% 

 
7% 

 
Trade payables and advances from customers (Note 21) (47) 

 
(444) 

 
(6,175) 

Total per financial statements caption: (15,857) 

 
(12,275) 

 
(24,113) 

In percentage to total per caption: 0% 

 
4% 

 
26% 

 
Other current liabilities (Note 23) (85,050) 

 
(46,918) 

 
(48,879) 

Total per financial statements caption: (98,985) 

 
(59,046) 

 
(77,034) 

In percentage to total per caption: 86% 

 
79% 

 
63% 

 

Compensation to key management personnel  
During the years ended 31 December 2010, 2009 and 2008, total compensation of the Group’s key 

management personnel, as included under the caption “salaries and related charges” in the 

administrative expenses (Note 26), was as follows: 

 

31 December  

2010 

31 December  

2009 

31 December  

2008 

    Compensation to key management personnel 2,000 1,800 1,608 
 
Key management personnel consisted of 7 individuals as at 31 December 2010, 2009 and 2008.  

The directors remuneration for the year 2010 was US 36.000(2009 and 2008:nil) 
 
Guarantees given to the Group by related parties  
As at 31 December 2010, 2009 and 2008, the guarantees, given to the Group by its related parties 

for obtaining financing were as follows: 

 

31 December  

2010 

 

31 December  

2009 

 

31 December  

2008 

       Principal shareholder 43,510 

 
18,938 

 
- 

 Entities under common control 532,678 

 

303,140 

 
138,463 

      

 

576,188 

 

322,078 

 

138,463 

 
Guarantees and pledges given to the Group’s related parties 

As at 31 December 2010, 2009 and 2008, the Group has pledged under the loans of its related 

parties its property, plant and equipment (Note 7) with contractual value of USD 19,220 

thousand, USD 15,515 thousand and USD 42,326 thousand, respectively.  Additionally, as at  

December 2010, 2009 and 2008 the Group has issued guarantees and pledged shares of its 

subsidiaries under the loans obtained by its related parties for the total amount of USD 228,686 

thousand, USD 217,432 thousand and USD 47,296 thousand, respectively. 
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7. PROPERTY, PLANT AND EQUIPMENT 
 
The following table represents movements in property, plant and equipment for the year ended 31 December 2010: 
 

 Land plots and 

environmental 

areas 

 Buildings  

and  

structures 

 Constructions 

and facilities 

 Machinery  

and  

equipment 

 Vehicles  Office 

furniture and 

equipment 

 Other fixed 

assets 

 Construction  

in  

progress 

 Total 

Cost, deemed cost or valuation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  

 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 1 January 2010 81,627  143,999   61,375   94,617  7,558  650  5,969   3,064   398,859 

Additions and transfers from 

construction in progress 3,010  

 

938 

 

1,118 

 

18,944 

 

707 

 

112  

 

87  

 

(481) 

 

24,435 

Disposals  (2,375)     (1,912)     (850)   (809)   (81)   (17)   (83)  -     (6,127) 

Translation difference  (604)   (713)     (373)   (488)   (41)     (4)     (44)     (18)   (2,285) 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 31 December 2010 81,658    142,312  61,270   112,264   8,143  741  5,929   2,565   414,882  

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

Accumulated depreciation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 As at 1 January2010   (1,225)  -  -   (4,962)  (34)   (353)  (126)  -        (6,700) 

Depreciation charge  (1,888)  (3,752)   (3,041)     (11,204)  (1,476)   (105)   (203)  -     (21,669) 

Disposals 506   37   21   101   8   10   2   -     685  

Translation difference 14  3  11  74   8  2  11  -     123  

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 31 December 2010  (2,593)   (3,712)     (3,009)  (15,991)   (1,494)   (446)  (316)  -     (27,561) 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 Net book value 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 1 January 2010 80,402  143,999  61,375   89,655  7,524  297  5,843  3,064  392,159 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 31 December 2010 79,065  138,600  58,261  96,273  6,649  295   5,613  2,565   387,321  
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7. PROPERTY, PLANT AND EQUIPMENT (CONT’D) 

 
The following table represents movements in property, plant and equipment for the year ended 31 December 2009: 
 

 Land plots and 

environmental 

areas 

 Buildings  

and  

structures 

 Constructions 

and facilities 

 Machinery  

and  

equipment 

 Vehicles  Office 

furniture and 

equipment 

 Other fixed 

assets 

 Construction  

in  

progress 

 Total 

Cost, deemed cost  or valuation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 As at 1 January 2009   55,678   103,378    45,627       74,224   7,137   603  4,239   3,154   294,040  

Acquired through business 

combinations (Note 8) 1,552      15,485       4,093   10,483   1,582   39   1,248   237   34,719  

Additions and transfers from 

construction in progress  3,848   2,302  1,434  19,133  481  162  222    (111)    27,471 

Disposals -   (476)    (519)   (724)   (132)   (29)   (48)   -   (1,928) 

Revaluation 22,482   27,660  12,456  (2,981)  (717)  (35)  248  -     59,113 

Impairment (621)  (1,606)  (531)  (3,948)  (580)  (75)  (81)  -  (7,442) 

Translation difference  (1,312)    (2,744)   (1,185)  (1,570)       (213)   (15)   141   (216)     (7,114) 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 31 December 2009     81,627   143,999  61,375   94,617   7,558  650   5,969   3,064   398,859  

Accumulated depreciation  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 1 January 2009  (217)    (2,781)    (2,624)  (8,631)   (984)   (305)   (279)  -     (15,821) 

Acquired through business 

combinations (Note 8) (21)  (404)  (266)  (568)  (131)  (18)  (55)  -  (1,463) 

Depreciation charge    (984)   (3,084)   (2,575)      (9,395)  (1,162)   (103)   (320)  -     (17,623) 

Disposals -     111   53   103   29   16   12   -     324  

Write-off of depreciation charges 

on revaluation 45   6,174  5,452  13,634   2,223  50   522   -     28,100 

Translation difference  (48)  (16)   (40)   (105)   (9)   7   (6)   -     (217)  

As at 31 December 2009  (1,225)  -  -   (4,962)  (34)   (353)  (126)  -     (6,700) 

Net book value 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 As at 1 January 2009     55,461     100,597   43,003   65,593   6,153   298  3,960   3,154   278,219  

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 31 December 2009   80,402  143,999  61,375   89,655   7,524  297  5,843   3,064  392,159 
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7. PROPERTY, PLANT AND EQUIPMENT (CONT’D) 

 
The following table represents movements in property, plant and equipment for the year ended 31 December 2008: 
 

 Land plots and 

environmental 

areas 

 Buildings  

and  

structures 

 Constructions 

and facilities 

 Machinery  

and  

equipment 

 Vehicles  Office 

furniture and 

equipment 

 Other fixed 

assets 

 Construction  

in  

progress 

 Total 

Cost, deemed cost  or valuation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 As at 1 January 2008 -  -     -     -        -        -        -          -     -    

Acquired through business 

combinations (Note 8) 62,357      128,736   56,367   73,215  7,682  661  5,031  3,601   337,650 

Additions and transfers from 

construction in progress     3,651          913        307    19,969   1,299   102     96   296   26,633 

Disposals -   (1,167)  (1,223)   (1,189)    (100)   (11)   (57)  -     (3,747) 

Translation difference   (10,330)  (25,104)  (9,824)   (17,771)  (1,744)   (149)   (831)   (743)     (66,496) 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 31December 2008     55,678   103,378  45,627  74,224   7,137   603  4,239   3,154      294,040  

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 Accumulated depreciation  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 As at 1 January 2008 -     -     -     -        -        -        -          -           -    

Acquired through business 

combinations (Note 8) -  (297)  (544)  (2,485)  (47)  (228)  (111)  -  (3,712) 

Depreciation charge  (459)   (3,354)  (2,684)   (8,602)  (1,220)   (142)   (260)       -       (16,721) 

Disposals -   181   41   564     42       4     25        -        857  

Translation difference 242   689  563  1,892   241  61  67       -        3,755  

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 As at 31 December 2008  (217)     (2,781)  (2,624)   (8,631)   (984)      (305)      (279)       -         (15,821) 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 Net book value 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 -    

As at 1 January 2008 -     -     -     -        -        -        -     -     -    

As at 31 December 2008     55,461    100,597   43,003    65,593   6,153   298   3,960   3,154      278,219  
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7. PROPERTY, PLANT AND EQUIPMENT (CONT’D) 
 
There were no prepayments for property plant and equipment as at 31 December 2010, 2009 and 

2008. 
 
There were no fully depreciated assets as at 31 December 2010, 2009 and 2008 within the 

property, plant and equipment. 
 
As at 31 December 2010, the Group’s property, plant and equipment with the carrying amount of 

USD 154,308 thousand (2009: USD 144,967 thousand, 2008: USD 94,935 thousand) were 

pledged as collateral to secure its loans and borrowings (Note 18).   
 
As at 31 December 2010, the Group’s property, plant and equipment with contractual value of 

USD 19,220 thousand (2009: USD 15,515 thousand, 2008: USD 42,326 thousand) were pledged 

as collateral to secure loans of its related parties (Note 6).   
 
As at 31 December 2010, 2009 and 2008 the net carrying amount of property, plant and 

equipment held under finance lease agreements were USD 26,706 thousand, USD 17,813 

thousand and USD 15,989 thousand, respectively. 
 
Impairment assessment – The Group reviews its property, plant and equipment each period to 

determine if any indication of impairment exists.  Based on these reviews, indicators of 

impairment were identified in the year ended 31 December 2009.  As a result, the Group 

estimated the recoverable amount of these assets and determined that the carrying value exceeded 

the recoverable amount.  Accordingly, during the year ended 31 December 2009 the Group 

recognised impairment losses of USD 7,442 thousand for the difference in these amounts.  No 

impairment losses for property, plant and equipment were recognised in the year ended 

31 December 2010 and 2008. 
 
The discount rates used in the assessment of the recoverable amounts of impaired assets vary 

depending on the currency denomination of future cash flows and different levels of business 

risks assessed for each group of assets. 
 
Revaluation of property, plant and equipment – During the year ended 31 December 2009 

the Group engaged internal and external appraisers to revalue its property, plant and equipment.  

The valuation, which conformed to the International Valuation Standards, was determined by 

reference to observable prices in an active market and recent market transactions.   
 
Revaluation of property plant and equipment is performed every time when, based on the 

management’s assessment, the fair value of property, plant and equipment materially differs from 

their carrying amount.   
 
If the Group’s property, plant and equipment were carried at cost, their net book value as at 

31 December 2010 would be USD 316,638 thousand (2009: USD 312,194 thousand, 2008: 

USD 278,219 thousand). 

 

8. ACQUISITIONS OF SUBSIDIARIES AND GOODWILL 
 
Acquisitions of subsidiaries 
 
As it was discussed in Note 2, in the early 2008, the Principal Shareholder of the Group decided 

to invest into agricultural production both in the Russian Federation and Ukraine.  During 2008 

and 2009 a number of legal entities involved in agricultural production and storage facilities were 

acquired from third parties by companies controlled by the Principal Shareholder.   
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8. ACQUISITIONS OF SUBSIDIARIES AND GOODWILL (CONT’D) 

Acquisitions of subsidiaries (cont’d) 

The acquisition of major groups was accomplished through different schemes as follows: 

 Acquisition of 16 separate entities in Ukraine and the Russian Federation directly from 

a Russian agrarian and trading holding group; 

 Acquisition of 25 entities in Ukraine and the Russian Federation, which was managed by one 

company under the control of the Principal Shareholder.  The acquisition was financed by 

using funds provided by the Group; 

 Other individual acquisitions performed by subsidiaries of the Group and by companies under 

control of the Principal Shareholder.  

All abovementioned acquisitions were aiming at the formation of the Group.  In forming the 

Group, the intention of the Principal Shareholder was to separate the production activities from 

the trading activities of the Former Group.  Detailed below is the information on acquisitions of 

subsidiaries during the years ended 31 December 2009 and 2008.  There were no acquisitions 

during 2010.  At the acquisition dates, the aggregated fair values of the separately identifiable 

assets and liabilities of the entities acquired and goodwill were as follows:  

 
2009 

 

2008 

Property, plant and equipment, net  33,256 
 

333,938 
Land lease rights 7,724 

 
113,396 

Other intangible assets, net 6 

 
1 

Non-current biological assets 1,079 

 
323 

Deferred tax assets - 

 
168 

Other financial assets 249 

 
1,535 

Inventories 5,475 

 
31,799 

Current biological assets 6,415 
 

70,001 
Current tax assets 1,137 

 
7,362 

Trade accounts receivable, net 1,864 
 

11,140 
Other current assets, net 1,231 

 
11,423 

Cash and cash equivalents 120 
 

3,895 

Total assets 58,556 

 

584,981 
Long-term loans and borrowings (1,333) 

 
(73,319) 

Long-term finance lease obligations - 

 
(2,663) 

Other non-current liabilities - 

 
(494) 

Deferred tax liabilities (2,500) 

 
(38,745) 

Trade payables and advances from customers (12,676) 

 
(15,990) 

Current tax liabilities (197) 

 
(1,190) 

Other current liabilities (3,206) 

 
(8,001) 

Short-term loans and borrowings, current portion of long-term 

loans and borrowing and accrued interest (2,186) 

 
(21,390) 

Short-term finance lease obligations (14) 

 
(395) 

Total liabilities (22,112) 

 

(162,187) 
Net assets acquired 36,444 

 

422,794 
Fair value of net assets attributable to ownership interest 28,072 

 
387,067 

Consideration paid by the Group (66) 

 
(89,657) 

Consideration paid by the Group’s Common Ultimate 

Shareholders (recognised as additional paid-in capital) - 
 

(203,480) 

Goodwill recognised upon acquisition - 

 

18,780 

Gain realized upon acquisition (28,006) 

 

(112,710) 
Cash consideration paid by the Group (66) 

 
(89,657) 

Cash acquired  120 
 

3,895 
Net cash inflow/(outflow) arising on the acquisition 54 

 

(85,762) 
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8. ACQUISITIONS OF SUBSIDIARIES AND GOODWILL (CONT’D) 

 
Acquisitions of subsidiaries (cont’d) 
 
According to the plans of the Principal Shareholder, the entities acquired are not intended to 

remain within the groupings under which they were acquired.  The ultimate shareholder has 

planned to utilise, manage and operate such companies within the following cash-generating units 

by geographical segments (Note 5), which constitute separate and distinct business activities in 

line with the Group’s future business plans: 

 Russian agricultural producers; 

 Ukrainian agricultural producers; 

 Russian elevators; 

 Ukrainian elevators. 
 
Therefore, the details of the entities acquired by the Group are presented and classified with 

reference to the abovementioned cash generating units as follows: 
 
2008 Acquisitions: 
 

Company Share of  

the Group 

 as at the 

date of 

acquisition, 

%  

Total 

consideration 

paid by the 

Group/CUS 

 Total  fair 

value of 

net assets 

acquired 

Total  fair 

value of net 

assets 

attributable 

to ownership 

interest 

Goodwill/ 

(gain on 

acquisition) 

as at the  

date of 

acquisition  

Russian agricultural 

producers 

 

 

 

   

 

 

 “Agroinvestsoyuz” OJSC  100.00  2,305  5,815  5,815   (3,510) 

“Azovskoye” CJSC 51.00  10,375  18,113  9,238  1,137 

“Valary-Аgro” LLC 100.00  -  194  194   (194) 

“Don” PC LLC 100.00  6,917  18,869  18,869   (11,952) 

“Kagalnytskaya” AF OJSC 79.30  10,949  38,483  30,517   (19,568) 

“Krasnokutskoye” CJSC 56.40  5,374  11,420  6,441  (1,067)  

“Novopoltavskoye” LLC 100.00  -   (5)   (5)  5  

“Pozdneevskoye” LLC 100.00  -   (25)   (25)  25  

“Stepnoy” LLC 100.00  76  3,740  3,740   (3,664) 

“Prymorskiy” OJSC 76.06  5,800  9,622  7,318   (1,518) 

“Valars Agro” LLL 100.00  -  -  -  - 

“Petrovskoye” LLC 100.00  13,834  2,995  2,995  10,839 

“Polivianskoye” LLC 100.00  4,429  5,644  5,644   (1,215) 

“Razvilenskoye” LLC 100.00  7,304  17,929  17,929   (10,625) 

“AF Razdole” LLC 100.00  31,358  39,406  39,406   (8,048) 

“Rassvet” LLC 100.00  19,259  16,539  16,539  2,720  

“Pravda” LLC 100.00  14,341  15,353  15,353   (1,012) 

“Sarmat” LLC 100.00  14,288  18,402  18,402   (4,114) 

“Donselkhozproduct” LLC 100.00  9,513  19,666  19,666   (10,153) 

“Yefremovskoye” LLC 100.00  9,575  13,046  13,046   (3,471) 

“Marievskoye” LLC 100.00  4,738  3,934  3,934  804  

“Agrofirma Raduga” LLC 100.00  11,804  13,393  13,393   (1,589) 

“Zarya” OJSC 68.40  3,630  4,718  3,227  403 

  

 

 

   

 

 

 Total 

 

 185,869  277,251  251,636  (65,767) 
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8. ACQUISITIONS OF SUBSIDIARIES AND GOODWILL (CONT’D)  

Acquisitions of subsidiaries (cont’d)  
Company Share of 

the Group 

as at the 

date of 

acquisition, 

%  

Total 

consideration 

paid by the 

Group/CUS 

 Total  fair 

value of 

net assets 

acquired 

Total  fair 

value of net 

assets 

attributable to 

ownership 

interest 

 Goodwill/ 

(gain on 

acquisition) 

as at the 

date of 

acquisition  

Ukrainian agricultural 

producers 
 

 

 

 

 

   

 “Agrotex - Nikolaev” LLC 100.00  5,562   6,792   6,792   (1,230)  

“Batkivschyina” LLC 100.00  2,314   1,411   1,411   903  

“Dobrobut” PAE 80.00  1,625   897   718    907 

“Agrofirma Druzhba” ALLC 100.00  4,778   13,424   13,424   (8,646)  

“Zhovten” LLC 100.00  3,132   3,894   3,894   (762)  

“Zamyatnytsa” LLC 100.00  1,344   1,502   1,502    (158) 

“Lebid” PJSC 75.60  6,173   13,310   10,062   (3,889)  

“Agrocomplex Nemyriv Ltd” 

LLC 100.00  1,218   1,489   1,489    (271) 

PAE "Peremoga" 100.00  2,150   2,544   2,544   (394)  

“Im. Cl. Petrovskogo” LLC 100.00  4,782   7,564   7,564    (2,782) 

“Poluzirskaya” PE 100.00  3,057   6,169   6,169   (3,112) 

“Romny-Invest” LLC 100.00  1,011   1,984   1,984    (973) 

“Tinki” LLC  100.00  1,880   1,970   1,970    (90) 

“Fedorivka i K” LLC  100.00  1,804   1,796   1,796   8  

“Gospodar Melnykovetskoi 

Nyvy ” LLC 100.00  698   337   337    361 

“YuTS-Agroprodukt” LLC 100.00  8,608   26,280   26,280    (17,672) 

Agrofirma “Veresen” 100.00  1   2,589   2,589    (2,588) 

“Obolon” LLC 100.00  4   1,220   1,220    (1,216) 

“Im. T. G. Shevchenko” PAE 100.00  25   2,671   2,671    (2,646) 

“Zemlyanky” LLC 100.00  4   538   538    (534) 

          Total 

 

 50,170  98,381  94,954  (44,784) 

Russian elevators 

 

 

 

 

 

   

 “Mechetynsky elevator” 

OJSC 75.00  20,208   16,001   12,001   8,207  

“MKHP” OJSC 89.90  21,951   17,237   15,496   6,455  

“RKPH” LLC 100.00  7,841   3,723   3,723   4,118  

          Total 

 

 50,000  36,961  31,220  18,780 

          Ukrainian elevators 
 

 

 

 

 

   

 “Agrostroi” LLC 100.00  4,415  4,830  4,830   (415) 

“Kamennomostovskoe HPP” 

PJSC 87.54  1,700  3,178  2,782   (1,082) 

“Pidgorodnyanskiy elevator” 

PJSC 75.00  983  2,193  1,645   (662) 

Total 

 

 7,098  10,201  9,257  (2,159) 

Total per acquisitions of 

2008 

 

 293,137  422,794  387,067  (93,930) 

Total goodwill recognised in 

2008  

 

 

 

 

 

   18,780 

Total gain realized on 

acquisitions in 2008  

 

 

 

 

 

   (112,710) 



 

309 -- F-43 
 

 

VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

 
8. ACQUISITIONS OF SUBSIDIARIES AND GOODWILL (CONT’D) 

 
Acquisitions of subsidiaries (cont’d) 

 
2009 acquisitions: 

 
Russian agricultural 

producers 
 

 

 

 

 

   

 “Azovskoye” CJSC  60.00  53  11,501  6,901   (6,848) 

“Named after Kalinin” LLC  90.00  -  9,201  8,281   (8,281) 

Ukrainian agricultural 

producers 
 

 

 

 

 

   

 “Brailivske” PJSC  77.10  5  12,456  9,604   (9,599) 

Ukrainian elevators 
 

 

 

 

 

   

 “Krystal” LLC 100.00  8  3,286  3,286   (3,278) 

  

 

 

 

 

   

 Total gain realized on 

acquisitions 

 

 66  36,444  28,072   (28,006) 
 
The negative goodwill, which represents gain realized on acquisition, has arisen in situation 

where the fair value of the net asset acquired exceeds the fair value of the consideration paid at 

the time when the Principal Shareholder first obtained control over the companies acquired. 

The negative goodwill recognised reflects the ability of the management of the Group to negotiate 

favorable terms on acquisition of agricultural companies.  

 

Goodwill  
At each reporting date goodwill is tested for impairment at level of cash-generating units. 

Identified impairment losses are recorded directly in the statement of comprehensive income. 
 
The movements in balances of goodwill for the years ended 31 December 2010, 2009 and 2008 

were as follows:  
 2010  2009  2008 

 

     

At the beginning of the year 12,432  15,124  - 

Acquisitions through business combinations -  -  18,780 

Translation difference (93)  (543)  (2,985) 

Impairment loss  recognised in the consolidated 

statement of comprehensive income -  (2,149)  (671) 

At the end of the year 12,339  12,432  15,124 

       
During the years ended 31 December 2010, 2009 and 2008, the Group assessed the recoverable 

amount of goodwill and determined that as at 31 December 2009 and 2008 goodwill associated 

with Elevators in Russia cash generating unit was impaired by USD 2,149 thousand and USD 671 

thousand, respectively.  The main factor contributing to the impairment of the cash-generating 

unit was sharp economic downturn and respective downwards revision of sales forecasts.   
 
The recoverable amount of the above stated cash-generating unit was determined based on a 

value in use calculation which uses cash flow projections based on financial budgets approved by 

the directors covering a five-year period, and a discount rate of 14% and 16% per annum for 

Russia and Ukraine, respectively.  
 
Cash flow projections during the budget period are based on average annual growth rate of 4.5% 

and 5% for Russia and Ukraine, respectively, and the same expected gross margins and raw 

materials price inflation throughout the budget period.  The cash flows beyond that five-year 

period have been extrapolated using a steady 2.8% per annum growth rate. 
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9. LAND LEASE RIGHTS, NET 
 
Land lease rights represent rights for operating leases of agricultural land plots, the major part of 

which was acquired by the Group during the years ended 31 December 2009 and 2008 through 

business combinations.  The average useful life used for amortization of land lease rights was 5-7 

years. 
 
The following table represents movements in land lease rights for the years ended 

31 December 2010, 2009 and 2008: 
 
Cost:  

  
As at 1 January 2008 - 

  
Acquired through business combinations (Note 8) 113,396 

Translation difference         (28,222) 

  
As at 31 December 2008 85,174 

  
Acquired through business combinations (Note 8) 7,724 

Translation difference           (2,947) 

  
As at 31 December 2009 89,951 

  
Translation difference (276) 

  
As at 31 December 2010 89,675 

   
 

Accumulated amortization:   

  
As at 1 January 2008 - 

  
Amortization charge for the year           15,657 

Translation difference (3,576) 

  
As at 31 December 2008 12,081 

  
Amortization charge for the year 12,718 

Translation difference              (165) 

  
As at 31 December 2009           24,634 

  
Amortization charge for the year           12,937 

Translation difference (119) 

  
As at 31 December 2010           37,452 

  
Net book value:   

  
As at 31 December 2008 73,093 

  As at 31 December 2009 65,317 

  
As at 31 December 2010 52,223 
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10. BIOLOGICAL ASSETS  
 
Non-current biological assets as at 31 December 2010, 2009 and 2008 were as follows: 

 
 31 December 2010  31 December 2009  31 December 2008 

 Thousand  

units 

 Carrying 

value 

 Thousand  

units 

 Carrying  

value 

 Thousand  

units 

 Carrying 

value 

            

Cattle, units 4  4,620  5  4,964  6  4,266 

Poultry, units -  -  15  114  -  - 

            
Total non-current 

biological assets   4,620    5,078    4,266 

 

Current biological assets as at 31 December 2010, 2009 and 2008 were as follows: 
 

 31 December 2010  31 December 2009  31 December 2008 

 Thousand  

units 

 Carrying 

value 

 Thousand  

units 

 Carrying  

value 

 Thousand  

units 

 Carrying 

value 

            

Crops in fields, hectares 206  132,613  213  89,303  161  43,879 

Breeders, units 34  2,698  20  3,177  30  4,015 

            
Total current biological 

assets   135,311    92,480    47,894 

 

Net change in fair value of biological assets and agricultural produce was calculated with 

reference to the corrections of carrying amounts of biological assets and inventories produced by 

the Group from cost to fair value: 

 
 2010  2009  2008 

  

 

 

  

Fair value correction at the end of the year 83,557  35,499  15,866 

Biological assets 83,557  35,499  15,866 

Agricultural produce -  -  - 

  

 

 

  

Less fair value correction acquired in business 

combination -  (3,773)  (36,898) 

Biological assets -  (3,773)  (34,898) 

Agricultural produce -  -  (2,000) 

  

 

 

  

Less fair value correction at the beginning of the 

year (35,499)  (15,866)  - 

Biological assets (35,499)  (15,866)  - 

Agricultural produce -  -  - 

      

Net change in fair value of biological assets and 

agricultural produce 48,058  15,860  (21,032) 
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10.  BIOLOGICAL ASSETS (CONT’D) 
 
The following table represents the changes in the carrying amounts of crops in fields during the years ended 

31 December 2010, 2009 and 2008: 
 

 

Crops  

in fields 

As at 1 January 2008 - 

  
Acquired in business combination 59,638 

  
Increase due to purchases 156,676 

  
Losses arising from change in fair value of biological assets less costs to sell (21,637) 

  
Decrease due to harvest (150,995) 

  
Translation difference 197 

  
As at 31 December 2008 43,879 

  
Acquired in business combination 5,044 

  
Increase due to purchases 135,861 

  
Gains arising from change in fair value of biological assets less costs to sell 37,651 

  
Decrease due to harvest (133,073) 

  
Translation difference  (59) 

  
As at 31 December 2009 89,303 

  
Increase due to purchases 234,990 

  
Gains arising from change in fair value of biological assets less costs to sell 47,497 

  
Decrease due to harvest (239,174) 

  
Translation difference (3) 

  
As at 31 December 2010 132,613 

 
11. OTHER NON-CURRENT ASSETS  

Other non-current assets as at 31 December 2010, 2009 and 2008 were as follows: 
 

  

31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  

 

 

 

 Long-term financial assets available-for-sale 1,002   307   140  

Other intangible assets, net 186   410   149  

Deferred tax assets -  2  48 

Total  1,188  719  337 
 

12. INVENTORIES  
Inventories as at 31 December 2010, 2009 and 2008 were as follows: 
 

  

31 December  

2010 

 31 December  

2009 

 31 December  

2008 
 

Raw materials and supplies 11,272  10,557  16,637 

Work in progress 8,324  5,436  12,008 

Finished goods 6,253  11,361  26,456 

Total 25,849  27,354  55,101 
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13. CURRENT TAX ASSETS 
 
Current tax assets as at 31 December 2010, 2009 and 2008 were as follows:  
 
  31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  
 

 
 

 VAT receivable  16,111  9,961  9,357 

Other taxes and duties receivable  256  233  175 

Current income tax receivable  151  162  155 

  
 

 
 

 Total 16,518  10,356  9,687 

 

14. TRADE ACCOUNTS RECEIVABLE, NET 
 
Trade accounts receivable as at 31 December 2010, 2009 and 2008 were as follows:  
 

  
31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  
 

 
 

 Trade accounts receivable 17,146  14,168  13,623 

Allowance for irrecoverable amounts  (83)  (19)  (17) 

  
 

 
 

 Total 17,063  14,149  13,606 
 
Trade accounts receivable which are aged over 90 days are written off or allowance is accrued for 

these amounts.  
 
The Group performs specific analysis of trade accounts receivable due from individual customers 

to determine whether any further adjustments are required to the allowance for irrecoverable 

amounts accrued according to the approach disclosed above.  Based on the results of such review 

the Group determined that there are no trade accounts receivable that are overdue but do not 

require allowance for irrecoverable amounts as at 31 December 2010, 2009 and 2008. 
 
The aging of trade accounts receivable that were impaired as at 31 December 2010, 2009 and 

2008 was as follows: 
 

 2010  2009  2008 
      

Over 180 but less than 365 days 83  19  17 

      
Total 83  19  17 

 

15. OTHER CURRENT ASSETS, NET  
 
Other current assets as at 31 December 2010, 2009 and 2008 were as follows:  
 

  
31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  
 

 
 

 Financing provided to related parties 56,554  26,838  11,575 

Loans issued 12,041  11,616  5,014 

Advances issued to suppliers 7,339  4,975  8,289 

Amounts arisen on restructuring with related 

parties 6,746  12,999  40,111 

Interest receivable on loans issued  149  813  256 

Other current assets 915  8,691  3,421 

Allowance for irrecoverable amounts -  (1,156)  - 

  
 

 
 

 Total  83,744  64,776  68,666 
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15.  OTHER CURRENT ASSETS, NET (CONT’D) 

 

Financing provided to related parties was represented by advances and loans given to the entities 

under common control of the Principal Shareholder.  Amounts are not interest-bearing and do not 

have a contractual maturity.  It is expected that these amounts will be settled within one year from 

the balance sheet date. 
 
Loans issued represent interest-bearing loans issued to related and third parties.  Where the interest 

rate differs from the market rate, the loans are discounted using the market rates. Discounting of the 

loans issued is reflected under the finance costs caption in the statement of comprehensive income. 
 
Amounts arisen on restructuring with related parties represent balances that formed in the process of 

the restructuring of the Valinor Group.  It is expected that these balances will be recovered in the 

manner outlined in Note 34.  

 
 

16. CASH AND CASH EQUIVALENTS 
 
Cash and cash equivalents as at 31 December 2010, 2009 and 2008 were as follows: 
 

  
31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  

 

 

 

 Cash with banks 7,725  1,321  2,211 

Cash equivalents 33  -  - 

  

 

 

 

 Total 7,758  1,321  2,211 
 
 

17. SHARE CAPITAL 
 
On 21 September 2010, the date of its incorporation, Valinor Plc. issued 1,000 ordinary shares of 

EUR 1 each at par as its initial share capital. 
 
On 9 December 2010, the Parent converted its authorised and issued share capital from EUR 1,000 

consisting of 1,000 ordinary shares of EUR 1 each into USD 1,321 consisting of 132,140 ordinary 

shares of USD 0.01 each. 
 
On the same date, the Parent increased its authorised share capital from USD 1,321 to USD 350,000 

consisting of 35,000,000 shares of USD 0.01 each, by the creation of additional 34,867,860 ordinary 

shares of USD 0.01 each. 
 
In order to fulfill its obligations under the subscription agreement signed with Valars Management 

Limited the Parent issued to Valars Management Limited 34,867,860 ordinary shares of USD 0.01 

each at a premium of USD 6.54 per ordinary share.  As a result, the issued share capital of the Parent 

increased to USD 350,000 consisting of 35,000,000 ordinary shares of USD 0.01 each and a share 

premium of USD 228,150,000 was created. 
 
As at 31 December 2010 the authorised, issued, called up and fully paid share capital of the Parent 

consisted of 35,000,000 ordinary shares of USD 0.01 each, 100% of which were owned by Valars 

Management Limited.  For the details of the Group formation and accounting for the restructuring on 

the basis as if the Parent was incorporated as at 1 January 2008, see Note 2. 
 
At the extraordinary general meeting held on 9 May 2011, the Board of Directors of the Company 

has taken the decision  to  increase  its authorised share capital from USD 350,000 to USD 500,000 

consisting of 50,000,000 ordinary shares of USD 0.01 each, by the issue of additional 15,000,000 

ordinary shares of USD 0.01 each (Note 37). 
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17. SHARE CAPITAL (CONT’D) 
 
The following were the effective shareholdings held through Valars Management Limited in 

the Parent by the shareholders of Valars Management Limited who are also the top managers of 

the Group as at 31 December 2010, 2009 and 2008: 
 
Name Share 
 

 

Kirill Podolskiy 51.00% 
Vitaly Bobnev 13.37% 

Alexey Edush 13.37% 

Mikhail Cherkasov 5.79% 
Marina Barbarash 5.79% 

Sergey Malyshev 3.00% 
Yury Gordeychuk 3.00% 

Galina Ignatova 2.68% 

Vera Kashkina 2.00% 

  
Total 100.00% 
 
All shares of the Parent have equal rights for dividends and the voting right of one vote per one 

share.  
 
As at 31 December 2010, the parent of Valinor Plc., Valars Management Limited had pledged 

14,000,000 shares in Valinor Plc. as a collateral to secure borrowings of its related parties. 

Subsequent to 31 December 2010, Valars Management Limited has pledged another 12,250,000 

shares in Valinor Plc. as a collateral to secure borrowings of its related parties (Note 37). 
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18. LOANS AND BORROWINGS 
 
Long-term loans and borrowings as at 31 December 2010, 2009 and 2008 were as follows:  
 

 31 December 2010   31 December 2009   31 December 2008  

 

Weighted 

average 

interest rate 

  Out-

standing 

balance 

 Weighted 

average 

interest rate 

  Out-

standing 

balance 

 Weighted 

average 

interest rate 

  Out-

standing 

balance 

Long-term loans 

           RUR 13.86% 

 

21,725 

 

15.71% 

 

13,033 

 

15.60% 

 

20,260 

UAH 25.05% 

 

1,532 

 

15.92% 

 

69 

 

17.23% 

 

1,574 

USD 19.00% 

 

100,000 

 

19.00% 

 

100,000 

 

19.00% 

 

100,000 

Long-term borrowings 

           RUR 17.00% 

 

8 

 

15.83% 

 

32,044 

 

12.52% 

 

44,083 

UAH 17.00% 

 

8 

 

17.00% 

 

212 

 

17.00% 

 

206 

USD - 

 

- 

 

16.96% 

 

7,307 

 

17.00% 

 

670 

   
123,273 

   
152,665 

   
166,793 

Less: current portion of long-

term loans and borrowings 
  

(3,042) 

   
(2,424) 

   
(1,146) 

Total long-term loans and 

borrowings 

  
120,231 

   
150,241 

   
165,647 

Short-term loans 
           RUR 11.67% 

 

35,968 

 

16.28% 

 

45,924 

 

14.08% 

 

26,660 

UAH 20.76% 

 

2,964 

 

24.54% 

 

12,347 

 

20.74% 

 

3,778 

USD 11.36% 

 

22,568 

 

11.79% 

 

16,041 

 

11.62% 

 

2,137 

Short-term borrowings 

           RUR 20.41% 

 

240 

 

14.28% 

 

10,906 

 

12.35% 

 

12,366 

UAH 17.00% 

 

13,797 

 

17.00% 

 

17,362 

 

17.00% 

 

590 

   
75,537 

   
102,580 

   
45,531 

Interest accrued 

  

19,396 

   

12,066 

   

6,322 

Current portion of long-term 

loans and borrowings 

  
3,042 

   
2,424 

   
1,146 

Total short-term loans and 

borrowings, current portion of 

long-term loans and borrowing 

and accrued interest 

  
97,975 

   
117,070 

   
52,999 

 

As at 31 December 2010 the Group had available undrawn facilities of USD 6,650 thousands. These 

undrawn facilities expire during the period from 1 January 2011 until 16 June 2014. 
 

All long-term and short-term loans and borrowings are bearing fixed-rate and are secured by collaterals and 

guarantees.  The guarantees provided by related parties are described in Note 6. 
 

Included in the long-term and short-term borrowings as of 31 December 2010, 2009 and 2008 are amounts 

due to related parties bearing interest rate in the range of 11-17%.  
 

The Group’s long-term and short-term loans and borrowings are collateralized by the following properties 

and other items: 
 

 

31 December 

2010 

 

31 December 

2009  

 31 December 

2008  

Type of assets 

   Property, plant and equipment 154,308 

 

144,967 

 

94,935 

Inventories 15,771 

 

- 

 

- 

Pledge in the form of future harvest  6,209 

 

18,046 

 

4,051 

Biological assets 1,357 

 

2,331 

 

1,920 

Land lease rights - 

 

6,916 

 

7,651 

      Total pledges 177,645 

 
172,260 

 
108,557 
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18. LOANS AND BORROWINGS (CONT’D) 
 
As at 31 December 2010, 2009 and 2008 shares of the Group's subsidiaries were pledged as 

security for the  loans of the Group and its related parties as follows:  
 

 Company name Share pledged, % 

31 December  

2010 

31 December 

2009 

31 December 

2008 

     1 “Agrotex - Nikolaev” LLC 100.00 - - 

2 “Azovskoye” CJSC 72.12 43.13  - 

3 “Don” PC LLC 100.00  100.00 100.00  

4 “Agrofirma Druzhba” ALLC 100.00  - - 

5 “Zamyatnytsa” LLC 100.00  - - 

6 “Kalinina” LLC 100.00  - - 

7 “Lebid” PJSC  75.60  - - 

8 “Nauka – UQE” LLC 99.90  - - 

9 “Obolon” LLC 100.00  - - 

10 “Stepnoy” LLC 100.00  - - 

11 “Agrostroi” LLC 100.00  - - 

12 “Aygurskiy SP” OJSC 91.39  - - 

13 “Batkivschyina” LLC 100.00  - - 

14 Agrofirma “Veresen” 100.00  - - 

15 “Dobrobut” PAE 80.00  - - 

16 “Zhovten” LLC 100.00  - - 

17 “Kagalnytskaya” AF OJSC 79.76 79.76  79.76  

18 “Krasnokutskoye” CJSC 92.21  - - 

19 “Mechetynsky elevator” OJSC 75.04  - - 

20 “Agrocomplex Nemyriv Ltd” LLC 100.00  - - 

21 “Novopoltavskoye” LLC 100.00  - - 

22 PAE “Peremoga” 100.00  - - 

23 “Pozdneevskoye” LLC 100.00  - - 

24 “Polivianskoye” LLC 100.00  100.00  - 

25 “Prymorskiy” OJSC 76.06  - - 

26 “Razvilenskoye” LLC 70.00  70.00 - 

27 “AF Razdole” LLC 70.00  70.00 - 

28 “Rassvet” LLC 70.00  70.00 - 

29 “Romny-Invest” LLC 100.00  - - 

20 “Sarmat” LLC 70.00 70.00 - 

31 “Tinki” LLC 100.00  - - 

32 “Fedorivka i K” LLC 100.00  - - 

33 “Gospodar Melnykovetskoi Nyvy  LLC 100.00  - - 

34 “Im. T. G. Shevchenko” PAE 100.00  - - 

35 Valars Agro LTD 70.00 - - 

36 “YuTS-Agroprodukt” LLC 70.00 - - 

37 “Im. Cl. Petrovskogo” LLC 70.00 - - 

38 “Zemlyanky” LLC 100.00 - - 

39 “Pidgorodnyanskiy elevator” PJSC 75.00 - - 

40 “Agroinvestsoyuz” OJSC 100.00 - - 

41 “Named after Kalinin” LLC 100.00 - - 

42 “Krystal” LLC 100.00 - - 

43 “Brailivske” PJSC 77.72 - - 

44 “Poluzirskaya” PE 100.00 - - 
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18. LOANS AND BORROWINGS (CONT’D) 
 
Alfa Bank Ukraine loan 
 
As at 31 December 2010, 2009 and 2008 included into long term loans was USD 100 million loan 

(the “Loan”) from Alfa Bank Ukraine (the “Lender”) received by one of the Group’s subsidiaries 

- Valars Agro Ltd. on 10 October 2008.  The Loan’s original maturity was October 2013 and 

interest rate was set at 19%.  In accordance with the deed of amendment dated 7 June 2010 

the Loan has been restructured.  The terms of restructuring were as follows: 

1) The maturity of the Loan remained unchanged; 

2) The nominal interest rate has been decreased from 19% to 12%; 

3) Shares of Ukrainian subsidiaries, included in the summary above were pledged as a security 

under the Loan; 

4) As at the same date the following additional agreements were entered into:  

 The Group sold (the “Sale Agreement”) 30% of shares in Valars Agro Ltd. to an entity 

controlled by the Lender (the “non-controlling shareholder”) for a consideration of 

USD 1.   

 The Group acquired a call option (“the Purchased Call”) to purchase back 30% shares 

in Valars Agro Ltd. The exercise price for the Purchased Call was determined to 

compensate the Lender for the decrease in the nominal interest rate of the Loan (see p. 

2 above) and certain loans provided by the Lender to Group’s related parties 

(collectively, the “amounts outstanding”). The Purchased Call becomes exercisable 

when 70% of the amounts outstanding are repaid and if no event of default has 

occurred.    

 The Group issued a call option (“the Written Call”) to the non-controlling shareholder 

for the remaining 70% shares in Valars Agro Ltd.  The Written Call becomes 

exercisable after 1 January 2014 in case of the Group’s default under the Loan.  The 

exercise price of the Written Call is USD 3,000. 

 The Group entered into a shareholders' agreement relating to management of Valars 

Agro Ltd.  The agreement provided the non-controlling shareholder with the rights of 

veto with respect to certain transactions of Valars Agro Ltd. The Group management 

believes that these rights were to protect the interests of the Lender under the Loan 

rather than to provide the Lender rights to participate in management of Valars Agro 

Ltd. Valars Agro Ltd. did not intend to pay any dividends prior to exercise or 

expiration of the options. 
 

The Group is currently negotiating additional financing and expects that the Loan will be repaid 

in full and the Purchased Call will be exercised by the Group during 2011.   
 

Subsequent to the restructuring the effective interest on the Loan was determined as a sum of the 

new nominal interest rate and the Purchased Call exercise price arriving at the effective interest 

rate of 19%. The management considers the combination of the Sale Agreement, the Purchased 

and Written Calls to represent a pledge of 30% of shares in Valars-Agro Ltd.  As a result, neither 

the Sale Agreement, nor the Purchased and Written Calls were recognized in these consolidated 

financial statements. 
 

There were certain amendments signed to the above mentioned option agreements after the 

balance sheet date.  They have not been treated as adjusting events in these consolidated financial 

statements and are disclosed in Note 37.  
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19. FINANCE LEASE OBLIGATIONS 
 
Obligations under financial lease agreements are represented by the obligations under the 

agreements on lease of agricultural machinery and equipment.  All property, plant and equipment 

items, obtained under leasing agreements, are accounted for by the Group as property, plant and 

equipment at their fair values.  
 
As at 31 December 2010, 2009 and 2008 the weighted average interest rates on finance lease 

obligations were 19% for finance lease obligations denominated in USD. 
 

 

Minimum lease payments 
 

Present value of minimum lease payments 

 

31 December 

2010 

 31 December 

2009 

 31 December 

2008 

 

31 December 

2010 

 31 December 

2009 

 31 December 

2008 

            Not later than one 

year 9,170  

 

6,807 

 

6,789  

 

7,165  

 

5,487  

 

3,935 

Later than one year 

and not later than 

five years 13,982  

 

7,717 

 

12,742  

 

11,516  

 

6,641  

 

8,612 

Later than five years 100  

 

118 

 

-  

 

42  

 

114  

 

- 

            Total 23,252  

 

14,642  

 

19,531  

 

18,723  

 

12,242  

 

12,547 

Less: future finance 

charges (4,529) 

 

(2,400) 

 

(6,984) 

 

-  

 

-  

 

- 

            Present value of 

minimum lease 

payments 18,723  

 

12,242  

 

12,547  

 

18,723  

 

12,242  

 

12,547 

 

 

20. TAXATION 
 
The Group benefits from certain tax exemptions both in the Russian Federation and Ukraine.  

The Russian Tax Code provides for two tax regimes potentially applicable to qualifying 

agricultural producers:  

 the unified agricultural tax regime and  

 the beneficial corporate income tax regime for entities which have not transferred to the 

unified agricultural tax regime. 

The unified agricultural tax regime in the Russian Federation sets a unified 6% tax rate on profits 

and provides relief from corporate income tax, property tax and, in most cases, VAT (except for 

VAT which is imposed on  imports or supplies under simple partnership, trust or concession 

agreements).  
 
Alternatively, the beneficial corporate income tax regime can be applied.  According to Federal 

Law No. 110-FZ "On amendments and additions to part two of Russian Tax Code and certain 

other Russian tax legislation and alteration of certain other provisions of tax legislation" dated 

6 August 2001, as amended during 2008, corporate income tax is payable by qualifying 

agricultural companies at the rate of 0% for the years from 2004 to 2012 inclusive.  However, 

effective from 1 January 2013, the rate of corporate income tax for qualified agricultural 

companies will be 18% and, starting from 1 January 2016, will be further increased to the level of 

general corporate income tax which is currently 20%.  
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20. TAXATION (CONT’D) 
 
According to the Ukrainian Tax Code, producers of agricultural products in Ukraine, including 

the Ukrainian subsidiaries of the Group, are permitted to choose between general and special 

regimes of taxation with respect to certain taxes.  In particular, certain agricultural companies 

engaged in the production, processing and sale of agricultural products may choose to be 

registered as fixed agricultural tax payers (“FAT”).  If a FAT payer’s income from own produced 

agricultural products calculated on an annual basis falls below 75% of total gross income, the 

company must register as a corporate income tax payer under the general rules, starting from the 

next tax year.    
 
The new Tax Code of Ukraine, which was enacted in December 2010 (Note 33), introduced 

gradual decreases in income tax rates over the future years (from 23% effective 1 April 2011 to 

16% effective 1 January 2014), as well as certain changes to the rules of income tax assessment 

starting from 1 April 2011.  The deferred income tax assets and liabilities as at 31 December 2010 

were measured based on the tax rates expected to be applied to the period when the temporary 

differences are expected to reverse. 
 
The components of income tax expense were as follows for the years ended 31 December 2010, 

2009 and 2008: 
 
  2010  2009  2008 

  

 

 

 

 Current income tax expense (567)  (756)  (571) 

Deferred tax benefit/(expense) 1,952          (5,798)  14,470 

  

 

 

 

 Total income tax benefit/(expense) 1,385    (6,554)           13,899 
 
Reconciliation between profit before tax multiplied by the statutory tax rate and the tax expense 

for the years ended 31 December 2010, 2009 and 2008 was follows: 
 
 2010  2009  2008 

      

Profit/(loss) before income tax  48,223  (12,455)  58,372 

      

Income tax expense at the applicable statutory tax rates 14,213  (523)  14,842 

      

Tax effect of:      

(Income)/loss generated by FAT payers exempt (4,310)  3,042  4,382 

Income generated by companies with tax exemption (14,323)  (1,238)  (36,092) 

Changes in tax rate and law 1,425  -  3,745 

Other permanent differences 1,610  5,273  (776) 

      

Income tax (benefit)/expense (1,385)  6,554  (13,899) 
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20. TAXATION (CONT’D) 
 
As at 31 December 2010, 2009 and 2008, deferred tax assets and liabilities comprised the 

following: 
 
 2010  2009  2008 

Deferred tax assets arising from:      

      
Other current assets -  38  73 

      
Total deferred tax assets -  38  73 

      
Deferred tax liabilities arising from:      

       
Property, plant and equipment  (38,844)  (42,509)  (24,029) 

Land lease rights (5,496)  (2,983)  (2,420) 

      
Total deferred tax liabilities (44,340)  (45,492)  (26,449) 

      
Net deferred tax liability (44,340)  (45,454)  (26,376) 

 

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set 

off current tax assets against current tax liabilities and when the deferred income taxes relate 

to the same fiscal authority.   
 
The following amounts, determined after appropriate offsetting, are presented in the consolidated 

statement of financial position as at 31 December 2010, 2009 and 2008: 

 

  

31 December 

2010 

 31 December 

2009 

 31 December 

2008 

  
 

 
 

 Deferred tax assets -  2  48 

Deferred tax liabilities (44,340)  (45,456)  (26,424) 
 
The movements in net deferred tax liabilities for the years ended 31 December 2010, 2009 and 

2008 were as follows: 
 
 2010  2009  2008 

      
Net deferred tax liabilities as at beginning of the 

year (45,454)  (26,376)  - 

Deferred tax benefit/(expense) 1,952  (5,798)  14,470 

Deferred tax on property, plant and equipment 

charged directly to revaluation reserve -  (11,392)  - 

Deferred tax liabilities arising on acquisition 

of subsidiaries (Note 8) -  (2,500)  (38,577) 

Translation difference (838)  612  (2,269) 

      
Net deferred tax liabilities as at end of the year (44,340)  (45,454)  (26,376) 
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21. TRADE PAYABLES AND ADVANCES FROM CUSTOMERS 
 
Trade payables and advances from customers as at 31 December 2010, 2009 and 2008 were as 

follows:  
 

  
31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  
 

 
 

 Accounts payable to suppliers 14,935  11,455  22,395 

Advances from customers 922  820  1,718 

  
 

 
 

 Total 15,857  12,275  24,113 

 

22. CURRENT TAX LIABILITIES 
 
Current tax liabilities as at 31 December 2010, 2009 and 2008 were as follows:  
 

  
31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  
 

 
 

 Income tax payable 952  644  228 

Other taxes and duties payable 9,595  3,935  2,291 

  
 

 
 

 Total 10,547  4,579  2,519 

 
 

 

 
 

 
 

23. OTHER CURRENT LIABILITIES 
 
Other current liabilities as at 31 December 2010, 2009 and 2008 were as follows: 
 

 

31 December  

2010 

 31 December  

2009 

 31 December  

2008 

  
 

 
 

 Financing received from related parties 78,926  45,081  23,352 

Amounts due under option agreement 7,704  -  - 

Amounts arisen on restructuring with related 

parties 6,746  75  19,972 

Services 1,968   3,443   2,401  

Rent payable 1,578  415  1,781 

Payables for acquisitions of subsidiaries -  7,966  21,237 

Other payables 2,063  2,066  8,291 

  
 

 
 

 Total 98,985   59,046   77,034  
 
Financing received from related parties was represented by advances and borrowings, provided to 

the Group by the entities under common control.  Amounts are not interest-bearing and do not 

have a contractual maturity.  It is expected that these amounts will be settled within one year from 

the balance sheet date. 
 
Amounts due under option agreement represent interest payable to Alfa Bank Ukraine and 

partially include interest on loans of the Group’s related parties, which they will compensate to 

the Group in future (Note 18). 
 
Amounts arisen on restructuring with related parties represent balances that formed in the process 

of the restructuring of the Valinor Group.  It is expected that these balances will be settled in the 

manner outlined in Note 34. 
 
Payables for acquisitions of subsidiaries represent the payables for the Group’s subsidiaries arisen 

on the Group formation. 
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24. REVENUE 
 
Revenue for the years ended 31 December 2010, 2009 and 2008 was as follows: 
 

  2010  2009  2008 

  
 

 
 

 Revenue from the sale of goods 215,639   156,366   127,389  

Revenue from the rendering of services 8,711   8,693   8,535  

  
 

 
 

 Total 224,350   165,059   135,924  

 
 

 

25. COST OF SALES 

 

Cost of sales for the years ended 31 December 2010, 2009 and 2008 was as follows:  

 
  2010  2009  2008 

  

 

 

 

 Raw materials 91,806   85,553         43,640  

Depreciation and amortization 23,249            21,649        25,197  

Payroll and related charges      14,691            12,366         12,117  

Rental expenses       12,185              7,904         12,144  

Services        7,508              10,125           10,013  

Repair and maintenance costs         4,107              2,694           2,598  

Taxes and duties 2,753  2,469  1,900 

Other costs         3,439             2,332           3,906  

  

 

 

 

 Total cost of sale of goods 159,738   145,092     111,515  

 

  

 

 

 

 Depreciation and amortization 1,051                    958            1,172  

Payroll and related charges           929                    692            942  

Raw materials 669                    620            807  

Services           346   380            324  

Taxes and duties 198   136           177  

Repair and maintenance costs           127   301           254  

Rental expenses           63                    115            114  

Other costs           94                     50           52  

  

 

 

 

 Total cost of rendering of services            3,477                 3,252      3,842  

  

 

 

 

 Total  163,215  148,344  115,357  

 

The Group has entered into a number of barter transactions with the owners of land plots, which 

are rented to the Group under lease agreements during the years ended 31 December 2010, 2009 

and 2008.  The Group has settled the liabilities for land lease by providing grain and other 

agricultural commodities to the lessors. The amounts of barter transactions for those years were 

USD 6,466 thousands, USD 3,881 thousands and USD 5,939 thousands, respectively. 
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26. ADMINISTRATIVE EXPENSES  
Administrative expenses for the years ended 31 December 2010, 2009 and 2008 were as follows: 
 
  2010  2009  2008 

 
Salaries and related charges           6,488         6,396                6,246  

Management fees            3,065            874                545  

Services            2,632             377                3,279  

Taxes and duties            2,423             993                   593  

Materials used           1,645            3,655                1,853  

Depreciation and amortization              771              488                1,371  

Rental expenses                  208            135   177  

Other expenses            1,449             834                   697  

  

 

 

 

 Total         18,681        13,752        14,761  
 
Administrative expenses for the year ended 31 December 2010, included the auditors’ 

remuneration of USD 360 thousand. 

 

27. SELLING EXPENSES  
Selling expenses for the years ended 31 December 2010, 2009 and 2008 were as follows: 
 
  2010  2009  2008 

 
Transportation costs             2,778           3,508                3,395  

Services 830          1,191                   702  

Storage and shipment of grain                663          1,666               1,553  

Salaries and related charges                133          120                   143  

Depreciation and amortization                  10               5                     30  

Other expenses                 251           171                   949  

Total             4,665      6,661          6,772  
 
 

28. GOVERNMENT GRANTS RECOGNISED AS INCOME  
The Russian and Ukrainian legislation provide for a number of different grants and tax benefits 

for companies involved in agricultural operations.   
 
Government grants recognised by the Group as income during the years ended 31 December 

2010, 2009 and 2008 were as follows: 
 

 2010  2009  2008 

      

VAT refunds 7,875  176  1,255 

Crops production subsidies 2,070  6,496  5,773 

Livestock subsidies 231  177  831 

Total 10,176  6,849  7,859 
 
VAT refunds – According to the Tax Code of Ukraine, Ukrainian agricultural producers in 

Ukraine, including Ukrainian subsidiaries of the Group, are permitted to retain the difference 

between the VAT that they charge on their agricultural products (currently at a rate of 20% and 

17% starting from 1 January 2014) and the VAT that they pay on items purchased for their 

activities.  The amount of subsidy received as a result of applying this special VAT regime may 

be used for agricultural purposes only.  This VAT benefit is currently in force until 1 January 

2018. 



 

309 -- F-59 
 

 

VALINOR PUBLIC LIMITED AND ITS SUBSIDIARIES 
 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEARS ENDED 31 DECEMBER 2010, 2009 AND 2008 
(in US Dollars and in thousands) 

 

28. GOVERNMENT GRANTS RECOGNISED AS INCOME (CONT’D) 
 
Crops production subsidies – In accordance with the decree of Russian government there are 

subsidies available to the agricultural producers as support for cultivation of certain types of crops 

or cultivation of crops in certain areas of Russian Federation.  The distribution of subsidies 

between the subjects of the Russian Federation with an indication of the level of co-financing by 

regions of the Russian Federation approved by the Ministry of Agriculture for the next fiscal year.  
 

In accordance with the Law “On State Budget of Ukraine” some companies of the Group were 

entitled to receive subsidies for the years ended 31 December 2010, 2009 and 2008 for creation 

and cultivating of crops.  
 
In addition to the government grants recognised as income, during the years ended 31 December 

2010, 2009 and 2008, companies of the Russian segment of the Group were entitled to 

compensation of interest on loans and borrowings taken from Russian credit organization for 

purchase of materials used in crops production.  Ukrainian agricultural producers were entitled to 

compensation of finance costs incurred on bank borrowings in accordance with the Law “On State 

Budget of Ukraine” during the years ended 31 December 2010, 2009 and 2008.  The eligibility, 

application and tender procedures related to such grants are defined and controlled by the Ministry 

of Agrarian Policy of Ukraine.  Abovementioned grants received by Russian and Ukrainian 

companies of the Group were recognised as a reduction in the associated finance costs and during 

the years ended 31 December 2010, 2009 and 2008 were USD 1,841 thousand, USD 1,048 

thousand and USD 889 thousand, respectively (Note 30). 
 

29. OTHER OPERATING EXPENSES, NET  
Other operating expenses for the years ended 31 December 2010, 2009 and 2008 were as follows: 
 
  2010  2009  2008 

  
 

 
 

 Loss on disposal of non-current assets, net           3,541           757               1,813 

Non-refundable financing provided         1,423      1,543                  700 

Expenses related to employees’ catering           1,044         847                  444 

Fines, interest and forfeits                697              539                  255 

Employee benefits and expenses        648        61                  188 

Taxes and duties             645      1,693               1,490 

Change in allowance for irrecoverable amounts          448    1,341              534 

Bank charges           421            535                  493 

Depreciation and amortization           302            239                     14 

Other operating expenses, net 3,764     2,018  1,422 

  
 

 
 

 Total    12,933      9,573             7,353 

 

30. FINANCE COSTS 
 
Finance costs for the years ended 31 December 2010, 2009 and 2008 were as follows: 
 
  2010  2009  2008 

  
 

 
 

 Interest expense on loans and borrowings       36,828     39,067       24,218 

Interest expense on finance lease      2,890      2,509          3,076 

Government grants as compensation for the 

finance costs of agricultural producers  

(Note 28) (1,841)  (1,048)  (889)  

Other             834           1,871      699 

Total      38,711     42,399     27,104 
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30. FINANCE COSTS (CONT’D) 
 

During the year ended 31 December 2010 interest on loans and borrowings included interest in 

the amount of USD 3,970 thousand related to an option agreement between the Group and Alfa 

Bank Ukraine (Note 18). 

 

31. FINANCE INCOME 
 
Finance income for the years ended 31 December 2010, 2009 and 2008 was as follows: 
 
  2010  2009  2008 

  
 

 
 

 Interest income on loans and borrowing granted  3,902  3,195  340 

Other   -  31  154 

  
 

 
 

 Total  3,902  3,226  494 

 
 

32. EARNINGS PER SHARE 
 
The earnings and number of ordinary shares outstanding as at 31 December used in calculation of 

earnings per share were as follows: 

 
 2010  2009  2008 

      

Profit/(loss) for the year attributable to equity 

holders of the Parent 45,601  (16,943)  73,961 

 
      

Number of shares outstanding as at 31 

December 2010 35,000,000  35,000,000  35,000,000 

 
      

Earnings per share (USD per share) 1.30  (0.48)  2.11 
 
Due to the change in the capital structure resulting from the Group restructuring in 2010, the 

earnings per share for the years ended 31 December 2008 and 2009 has been based on the number 

of shares after the Group restructuring. 

 

33. CONTINGENCIES AND OPERATING RISKS 
 

Operating environment – Emerging markets such as Russian Federation and Ukraine are subject 

to different risks than more developed markets, including economic, political and social, and legal 

and legislative risks.  As has happened in the past, actual or perceived financial problems or an 

increase in the perceived risks associated with investing in emerging economies could adversely 

affect the investment climate in Russian Federation and Ukraine and the Russian and Ukrainian 

economies in general. 
 

Laws and regulations affecting businesses in Russian Federation and Ukraine continue to change 

rapidly.  Tax, currency and customs legislation within Russian Federation and Ukraine are subject 

to varying interpretations, and other legal and fiscal impediments contribute to the challenges 

faced by entities currently operating in Russian Federation and Ukraine.  The future economic 

direction of Russian Federation and Ukraine is largely dependent upon economic, fiscal and 

monetary measures undertaken by the government, together with legal, regulatory, and political 

developments. 
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33. CONTINGENCIES AND OPERATING RISKS (CONT’D) 

 
The global financial turmoil that has negatively affected Russian and Ukrainian financial and 

capital markets in 2008 and 2009 has receded and Russian and Ukrainian economies returned to 

growth in 2010.  However significant economic uncertainties remain.  Adverse changes arising 

from systemic risks in global financial systems, including any tightening of the credit 

environment could slow or disrupt the Russian and Ukrainian economies, adversely affect 

the Group’s access to capital and cost of capital for the Group and, more generally, its business, 

results of operations, financial condition and prospects. 
 
Because Russian Federation produces and exports large volumes of oil and gas, Russian economy 

is particularly sensitive to the price of oil and gas on the world market that fluctuated significantly 

during 2010 and 2009. 
 
Russian Federation and Ukraine are facing a relatively high level of inflation (according to the 

government’s statistical data consumer price inflation for the years ended 31 December 2010, 

2009 and 2008 were 8.7%, 8.8% and 13.3% for Russian Federation and 9.1%, 12.3% and 22.3% 

for Ukraine, respectively).  
 
Commodities export limitations in Russian Federation and Ukraine – The Russian and 

Ukrainian governments impose restrictions on the export of grain in circumstances where they 

believe that the grain is needed on their domestic markets.  
 
In July 2010, following a reduction in domestic production caused by extreme weather 

conditions, the Russian government announced a moratorium on the export of all types of grain, 

including wheat, barley and corn.  This moratorium was extended until 1 July 2011.  Despite the 

higher prices available on the domestic market due to a lack of supply, the Group’s existing or 

future sale opportunities were adversely affected as it was not able to pursue export opportunities. 

In addition, importing countries often impose restrictions on commodity imports from certain 

countries for reasons beyond the control of the producer.  For example, such restrictions in the 

past have been tied to broader trade disputes.  
 
In October 2010, the Ukrainian government announced export quotas on grain exporters, which 

cannot be exceeded.  In March 2011, these quotas were prolonged until 30 June 2011.  

The Group’s inability to export grain subject to export quotas and the negative impact of current 

export quotas on domestic grain prices could have a material adverse effect on the Group’s 

business, results of operations and financial condition.  
 
As at the date of approval of these financial statements it is not clear whether the Russian and 

Ukrainian government will extend such export quotas beyond abovementioned dates or substitute 

them.  Any restriction or limitation on access to the international markets for the Group’s 

products could have a material adverse effect on its business, results of operations and financial 

condition. 
 
Taxation – Russian and Ukrainian tax authorities are increasingly directing their attention to 

the business community as a result of the overall Russian and Ukrainian economic environment.  

In respect of this, the local and national tax environment in Russian Federation and Ukraine is 

constantly changing and subject to inconsistent application, interpretation and enforcement.  Non-

compliance with Russian and Ukrainian laws and regulations can lead to the imposition of severe 

penalties and interest.  Future tax examinations could raise issues or assessments which are 

contrary to the Group companies’ tax filings.  Such assessments could include taxes, penalties 

and interest, and these amounts could be material.  While the Group believes it has complied with 

local tax legislation, there have been many new tax and foreign currency laws and related 

regulations introduced in recent years which are not always clearly written. 
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33. CONTINGENCIES AND OPERATING RISKS (CONT’D) 
 
Taxation (cont’d) 
In December 2010, the Tax Code of Ukraine was officially published.  In its entirety, the Tax 

Code of Ukraine will become effective on 1 January 2011, while some of its provisions will take 

effect later (such as, Section III dealing with corporate income tax, will come into force from 

1 April 2011).  Apart from changes in CIT rates from 1 April 2011 and planned abandonment of 

VAT refunds for agricultural industry from 1 January 2018, the Tax Code also changes various 

other taxation rules.  As at the date these financial statements were authorised for issue, additional 

clarifications and guidance on application of the new tax rules were not published, and certain 

revisions were proposed for consideration of the Ukrainian Parliament. 
 
While the Group’s management believes the enactment of the Tax Code of Ukraine will not have 

a significant negative impact on the Group’s financial results in the foreseeable future, as at 

the date these financial statements were authorised for issue management was in the process of 

assessing of effects of its adoption on the operations of the Group. 
 
Litigation – The Group is involved in litigations and other claims that are in the ordinary course 

of its business activities.  Management believes that the resolution of such matters will not have 

a material impact on its financial position or operating results.  
 
The Group has acquired ownership rights in “Poluzirskaya” PE farm in the year 2008.  

The Group currently operates and controls the farm, however the governmental registration in 

respect of the acquisition was not granted to the Group.  All judicial appeals to the Kharkov 

Regional Appeal Court have confirmed the Group’s right to have the acquisition registered.  

However, the relevant local registrar is not obliged to follow the court’s decision.  Management 

of the Group has an intention to apply to the High Court of Ukraine in order to protect its rights, 

however any inability to obtain a satisfaction could have a material adverse effect on the Group’s 

business, results of operations and financial condition.  Management believes that the case will 

end in favour of the Group.  The net assets of “Poluzirskaya” PE were equal to USD 4,218 

thousand as at 31 December 2010 and its revenue was equal to USD 1,206 thousand for the year 

ended 31 December 2010. 
 
The State Inspection on price control of Vynnytsya region, Ukraine, has filed a claim against 

the “Krystal” LLC to pay a fine of USD 1,149 thousand.  The claim was rejected by the court of 

primary jurisdiction, however, the inspection has filed an appeal.  Management believes that 

the case will end in favour of the Group. 
 
In the course of the Group formation and restructuring the Group submitted to Antimonopoly 

Committee of Ukraine (the “AMC”) certain information required by Ukrainian legislation. On 

5 January 2011 AMC initiated investigations related to acquisitions by Valars Agro Limited of 

shares or participatory interest in certain Ukrainian subsidiaries of the Group in 2009 and 2010.  

The investigations were initiated by the AMC against Valars Agro Limited due to the fact that 

control relations between Valars Agro Limited and Dilpar Trading Inc. were not disclosed.  

The Group is currently in the process of submitting additional information to AMC.  According to 

Ukrainian legislation making of an inaccurate or incomplete filing to the AMC could result in 

fines and, in the case of inaccuracy or omission that is substantial, could result in the relevant 

approval being annulled.  The filing by the Group of inaccurate and incomplete information to 

the AMC in the past could result in the imposition of fines in an amount of up to 1% of the 

consolidated revenue of Valars Agro Limited and its subsidiaries in the year immediately 

preceding the imposition of the fine (Note 37). 
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33. CONTINGENCIES AND OPERATING RISKS (CONT’D) 
 
Commitments on operating lease of land − The Group has the following non-cancelable 

contractual obligations as to the operating lease of land as at 31 December 2010, 2009 and 2008: 
 

  2010  2009  2008 

  Minimum 

lease 

payments 

 Present 

value of 

minimum 

lease 

payments 

 Minimum 

lease 

payments 

 Present 

value of 

minimum 

lease 

payments 

 Minimum 

lease 

payments 

 Present 

value of 

minimum 

lease 

payments 

  

 

 

 

 

 

 

 

 

 

 Within one year 16,089  16,089  15,079  15,079  14,250  14,250 

In the second to 

the fifth year 

inclusive  52,159 

 

41,514  46,794 

 

35,752  52,032 

 

36,745 

Thereafter 42,200  19,873  41,339  17,697  54,767  18,705 

            
Total 110,448 

 
77,476  103,212 

 
68,528  121,049 

 
69,700 

 

34. RISK MANAGEMENT POLICIES 
 
Concentration of business risks and transactions with related parties – As it was discussed in 

Note 6, significant portion of Group’s assets and liabilities as at 31 December 2010, 2009 and 

2008, and revenue for the years ended 31 December 2010, 2009 and 2008 were concentrated in 

operations with related parties.  To mitigate this concentration risk the Group intends to diversify 

its customer base and limit other operations with related parties.  Management expects that upon 

replacement of these transactions with third party transactions, the Group will achieve similar 

results. 
 
During the years 2008 and 2009, the agricultural companies of Valinor Group and trade 

companies, controlled by the Group’s common ultimate shareholders constituted a vertically-

integrated structure, which was reflected in a high volume of transactions and balances with these 

entities. During the year ended 31 December 2010, a process started to divide this structure into 

two separate businesses – agricultural group, Valinor Plc. and its subsidiaries and trade group, 

Valars Holding Ltd. and its subsidiaries.  Related assets and liabilities outstanding to and from 

the Group as at 31 December 2010 are expected to be settled during the year 2011 or restructured.  
 
It is expected that USD 43,733 thousand, included in the “other current liabilities” and “loans and 

borrowings” captions of the statement of financial position will be restructured for up to five 

years within the year from the balance sheet date.  Amounts arisen on restructuring with related 

parties, included in the “other current assets, net” and “other current liabilities” captions of 

financial position will be settled with each other within the year from the balance sheet date. 
 
Other balances with related parties are expected to be settled during the year ended 31 December 

2011. 
 
Capital risk management − The Group manages its capital to ensure that entities of the Group 

will be able to continue as a going concern while maximising the return to the equity holders 

through maintaining a balance between the higher returns that might be possible with higher 

levels of borrowings and the security afforded by a sound capital position.  The management of 

the Group reviews the capital structure on a regular basis.  Based on the results of this review, 

the Group takes steps to balance its overall capital structure through new share issues and as the 

issue of new debt or the redemption of existing debt. 
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34. RISK MANAGEMENT POLICIES (CONT’D) 

 
Major categories of financial instruments  
 
 2010  2009  2008 

Financial assets:      

Other non-current assets 1,002  307  140 

Trade accounts receivable, net 17,063  14,149  13,606 

Other current assets, net 76,405  59,801  60,377 

Cash and cash equivalents 7,758  1,321  2,211 

      
Total financial assets 102,228  75,578  76,334 
 
 

 2010  2009  2008 

Financial liabilities:      

Long-term loans and borrowings 120,231   150,241   165,647  

Long-term finance lease obligations 11,558  6,755   8,612  

Other non-current liabilities -  1,440   118 

Trade payables 14,935   11,455   22,395 

Other current liabilities 98,985   59,046   77,034  

Short-term loans and borrowings, current 

portion of long-term loans and borrowing 

and accrued interest 97,975  117,070   52,999 

Short-term finance lease obligations 7,165  5,487  3,935 

      
Total financial liabilities 350,849  351,494  330,740 
 
The main risks inherent to the Group’s operations are those related to credit risk exposures, 

liquidity risk, market movements in interest rates and foreign exchange rates, commodity price 

and procurement risk.  
 
Credit risk − The Group is exposed to credit risk which is the risk that one party to a financial 

instrument will fail to discharge an obligation and cause the other party to incur a financial loss.  
 
The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk 

accepted in relation to one customer or group of customers.  The approved credit period for major 

groups of customers is set at 30-90 days. 
 
Limits on the level of credit risk by customer are approved and monitored on a regular basis by 

the management of the Group.  The Group’s management assesses amounts receivable from the 

customers for recoverability starting from 90 days.  About 83% of trade receivables (2009: 64%, 

2008: 73%) comprise amounts due from 5 largest customers. 
 
The carrying amount of financial assets recognized in the consolidated financial statements, 

which is net of impairment losses, as well as guarantees issued for the loans of its related parties 

(Note 6)  represent the Group’s maximum exposure to credit risk. 
 
Liquidity risk − Liquidity risk is the risk that the Group will not be able to settle all liabilities as 

they are due.  The Group’s liquidity position is carefully monitored and managed.  The Group has 

in place a detailed budgeting and cash forecasting process to help ensure that it has adequate cash 

available to meet its payment obligations. 
 
The following table details the Group’s remaining contractual maturity for its non-derivative 

financial liabilities.  The table has been drawn up based on the undiscounted cash flows of 

financial liabilities based on the earliest date on which the Group can be required to pay.  

The table includes both interest and principal cash flows as at 31 December 2010.  The amounts 

in the table may not be equal to the balance sheet carrying amounts since the table includes all 

cash outflows on an undiscounted basis. 
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34. RISK MANAGEMENT POLICIES (CONT’D) 
 
Liquidity risk (cont’d) 
  
2010 Carrying 

Amount 

 Contractual 

amounts 

 Less than 

1 year 

 From 2nd 

to 5th year 

 After  

5th year 

          
Loans and borrowings 218,206  259,287  102,198  157,089  - 

Finance lease obligations 18,723  23,252  9,170  13,982  100 

          
Total 236,929  282,539  111,368  171,071  100 
 
The Group believes that its other liabilities will be settled at their carrying value. 
 
The Group’s target is to maintain its current ratio, defined as a proportion of current assets to 

current liabilities, at the level of not less than 1.  As at 31 December 2010, 2009 and 2008, 

the current ratio was as follows: 
 
 2010  2009  2008 

      
Current assets 286,243  210,436  197,165 

      
Current liabilities (230,529)  (198,457)  (160,600) 

      
Working capital 55,714  11,979  36,565 

      
Current ratio 1.24  1.06  1.23 
 
Currency risk − Currency risk is the risk that the value of a financial instrument will fluctuate 

due to changes in foreign exchange rates.  The Group undertakes certain transactions 

denominated in foreign currencies.  The Group does not use any derivatives to manage foreign 

currency risk exposure, at the same time the management of the Group sets limits on the level of 

exposure by currencies. 
 
The carrying amounts of the Group’s USD denominated monetary assets and liabilities as at 

31 December 2010, 2009 and 2008 were as follows: 
 

 

31 December 

2010 

 31 December 

2009 

 31 December 

2008 

      
Liabilities      

Trade payables 47  56  172 

Other current liabilities -  13  - 

Short-term loans and borrowings, current 

portion of long-term loans and borrowing 

and accrued interest  18,934  14,759  - 

Short-term finance lease obligations 516  -  - 

      
Total current liabilities 19,497  14,828  172 

      
Long-term finance lease obligations 4,523  -  - 

      
Total non-current liabilities 4,523  -  - 

      
Total liabilities 24,020  14,828  172 
 
The below details the Group’s sensitivity to strengthening of the Russian Rouble and Ukrainian 

Hryvnia against US Dollar by 5% and weakening of the Russian Rouble and Ukrainian Hryvnia 

against US Dollar by 10% (2009 and 2008: Group’s sensitivity to strengthening of the Russian 

Rouble and Ukrainian Hryvnia against US Dollar by 5% and weakening of the Russian Rouble 

and Ukrainian Hryvnia against US Dollar by 15%).   
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34. RISK MANAGEMENT POLICIES (CONT’D) 
 
Currency risk (cont’d) 
This sensitivity rate represents management’s assessment of the reasonably possible change in 

foreign exchange rates.  The sensitivity analysis includes only outstanding foreign currency 

denominated monetary items and adjusts their translation at the period end for expected change in 

foreign currency rates.  
 
 USD-denominated 

 2010 2009 2008 

    
Profit/(loss) 1,201/(2,402) 741/(2,224) 9/(26) 
 
The effect of foreign currency sensitivity on shareholders’ equity is equal to that on profit or loss. 
 
As a result, during the year ended 31 December 2010 the Group recognised net foreign exchange 

loss in the amount of USD 58 thousand (2009 and 2008 – foreign exchange losses of USD 1,135 

thousand and USD 5,565 thousand, respectively) in the consolidated statement of comprehensive 

income.  
 
Interest rate risk − Interest rate risk is the risk that the value of financial instruments will 

fluctuate due to changes in market interest rates. Borrowings issued at fixed rates expose 

the Company to fair value interest rate risk. The Company's management monitors the interest 

rate fluctuations on a continuous basis and acts accordingly. 
 
As at 31 December 2010, 2009 and 2008 the interest rate profile of interest- bearing financial 

instruments was: 
 
Fixed rate instruments 2010 

 

2009 

 

2008 

      Other current assets, net                 4,625  

 

              4,424  

 

           5,014  

Loans and borrowings            (218,206) 

 

      (267,311) 

 

    (218,646) 

 

Commodity price and procurement risk − Commodity price risk arises from the risk of 

an adverse effect on current or future earnings from fluctuations in the prices of commodities.  
 
The Group’s current policy is generally not to hedge its exposure to the risk of fluctuations in the 

market prices of crops, and the Group has not, to date, engaged in any such hedging activities. 

However, the Group may consider from time to time using hedging instruments to fix the selling 

price of a portion of its anticipated crop production and to protect revenues against downward 

price movements.  Any use of such hedging instruments by the Group in the future would only 

protect against a drop in prices for agricultural products for a limited period of time, and the use 

of some of those instruments may prevent the Group from realising the positive impact on income 

from any subsequent increase in prices for agricultural products. 
 
 

35. PENSIONS AND RETIREMENT PLANS 
 
The employees of the Group receive pension benefits from the government in accordance with 

the laws and regulations of Russian Federation and Ukraine.  The Group’s contributions to the 

State Pension Fund are recorded in the statement of comprehensive income on the accrual basis.  

The Group companies are not liable for any supplementary pensions, post-retirement health care, 

insurance benefits or retirement indemnities to its current or former employees, other than pay-as-

you-go expenses.   
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36. FAIR VALUE OF FINANCIAL INSTRUMENTS 
 
Estimated fair value disclosure of financial instruments is made in accordance with 

the requirements of International Financial Reporting Standard 7 “Financial Instruments: 

Disclosure”.  Fair value is defined as the amount at which the instrument could be exchanged in 

a current transaction between knowledgeable willing parties in an arm’s length transaction, other 

than in forced or liquidation sale.  As no readily available market exists for a large part of the 

Group’s financial instruments, judgment is necessary in arriving at fair value, based on current 

economic conditions and specific risks attributable to the instrument.  The estimates presented 

herein are not necessarily indicative of the amounts the Group could realize in a market exchange 

from the sale of its full holdings of a particular instrument.  
 
The fair value is estimated to be the same as the carrying value for cash and cash equivalents, trade 

and other accounts receivable, and trade payables due to the short-term nature of the financial 

instruments.      
 
The fair value of loans and borrowings and finance lease liabilities as at 31 December 2010, 2009 

and 2008 approximated their carrying values.  

 

37. EVENTS AFTER THE REPORTING PERIOD 
 
a) On 5 January 2011 the Antimonopoly Committee of Ukraine (the “AMC”) initiated 

investigations related to acquisitions by Valars Agro Limited of shares or participatory interest 

in certain Ukrainian subsidiaries of the Group in 2009 and 2010.  The investigations were 

initiated by the AMC against Valars Agro Limited due to the fact that control relations 

between Valars Agro Limited and Dilpar Trading Inc. were not disclosed.  The Group is 

currently in the process of submitting additional information to AMC.  According to Ukrainian 

legislation making of an inaccurate or incomplete filing to the AMC could result in fines and, 

in the case of inaccuracy or omission that is substantial, could result in the relevant approval 

being annulled.  The filing by the Group of inaccurate and incomplete information to the AMC 

in the past could result in the imposition of fines in an amount of up to 1% of the consolidated 

revenue of Valars Agro Limited and its subsidiaries in the year immediately preceding the 

imposition of the fine. 
 

b) As at 12 January 2011 Valars Management Limited, immediate shareholder of Valinor Plc., 

has pledged additional 12,250,000 shares in Valinor Plc. as a collateral for the borrowings of 

its related parties. 
 

c) In February and March of 2011, the Group obtained additional financing for its Ukrainian 

segment from Alfa Bank Ukraine for USD 20,348 thousand. 
 

d) On 7 March 2011, Mr. Andrey Sizov and Mr. Andriy Volkov were appointed as directors. 

On 9 May 2011, Mr. Kirill Podolskiy, Ms. Marina Barbarash, Ms. Galina Ignatova, 

Mr. Eduard Kurochkin, Mr. Mikhail Cherkasov and Mr. Alexandr Lavrinenko were appointed 

as directors. 
 

e) On 22 March 2011, the Group has entered into amendments to the Purchased and Written 

Calls (see Note 18).  The exercise price on the Purchased Call was increased by USD 2,500 

thousand.  The Purchased Call becomes exercisable when the Loan is fully paid and after 

the Group performs an IPO or repays USD 10,000 thousand of the related party loans.  

The Written Call may become exercisable prior to 1 January 2014 if the Group fails to retain 

the ownership structure of its subsidiary undertakings (except in respect to PAE “Poluzirska). 
 

f) On 7 April 2011 agreements  between the Group and its related parties for the total amount of 

USD 43,733 thousand were signed as part of the restructuring process, as disclosed in Note 34.  
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(in US Dollars and in thousands) 

 

37. EVENTS AFTER THE REPORTING PERIOD (CONT’D) 
 

g) On 29 April 2011 the following changes in the shareholders structure of Valars Management 

Ltd, ultimate shareholder of Valinor Plc, Parent of the Group took place: 

 

Name of owner Share as at 

29 April 2011 

 

Share as at 

31 December 2010 

 
 

 
 

Kirill Podolskiy 51.00% 

 

51.00% 

Eduard Kurochkin 11.00% 

 

- 

Alexandr Lavrinenko 9.00% 

 

- 

Vitaly Bobnev 5.79% 

 

13.37% 

Alexey Edush 5.79% 

 

13.37% 

Mikhail Cherkasov 5.79% 

 

5.79% 

Marina Barbarash 5.79% 

 

5.79% 

Galina Ignatova 2.84% 

 

2.68% 

Yury Gordeychuk 3.00% 

 

3.00% 

Sergey Malyshev - 

 

3.00% 

Vera Kashkina - 

 

2.00% 

 

  

 
  

Total 100.00% 

 
100.00% 

 

h) At the extraordinary general meeting held on 9 May 2011, the Board of Directors of the 

Company has taken the decision  to  increase  its authorised share capital from USD 350,000 

to USD 500,000 consisting of 50,000,000 ordinary shares of USD 0.01 each, by the issue of 

additional 15,000,000 ordinary shares of USD 0.01 each. 
 
i) After the reporting period, the Group has terminated a majority of its pledge and guarantee 

agreements over the loans of its related parties (Note 6). 

 
 
38. APPROVAL OF FINANCIAL STATEMENTS 

 
The consolidated financial statements were approved by the board of directors and authorised for 

issue on 16 May 2011. 
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RESPONSIBILITY STATEMENT 

The Company, and the Directors that are signing this Prospectus, accept responsibility for the 
information contained in this Prospectus. To the best of their knowledge and belief, the 
Company, and the Directors that are signing this Prospectus, declare, having exercised due 
care so as to form a responsible opinion, that the information contained in this Prospectus is 
true and correct and contains no omission likely to affect its import. 

In accordance with the provisions of the Public Offer and Prospectus Law, this Prospectus is 
signed by the following persons, who are responsible as to its accuracy, completeness, clarity 
and update: 

On behalf of the Company, VALINOR PUBLIC LIMITED: 

 

Mr. Kirill Podolskiy, Chief Executive Officer 

 

______________________________________ 

 

Mikhail Cherkasov, Executive Director 

 

______________________________________ 

 

Marina Barbarash, Executive Director 

 

______________________________________ 
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RESPONSIBILITY STATEMENT 

The Selling Shareholder accepts responsibility for the information contained in this 
Prospectus. To the best of its knowledge and belief, the Selling Shareholder declares, having 
exercised due care so as to form a responsible opinion, that the information contained in this 
Prospectus is true and correct and contains no omission likely to affect its import. 

In accordance with the provisions of the Public Offer and Prospectus Law, this Prospectus is 
signed by the following persons, who are responsible as to its accuracy, completeness, clarity 
and update: 

 

On behalf of VALARS MANAGEMENT LIMITED: 

 

Mr. Alexey Ponomarenko 

______________________________________ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 - 312 - 
 

RESPONSIBILITY STATEMENT 

The Underwriter responsible for drawing up the Prospectus accepts responsibility for the 
information contained in this Prospectus. To the best of its knowledge and belief, the 
Underwriter responsible for drawing up the Prospectus declares, having exercised due care so 
as to form a responsible opinion, that the information contained in this Prospectus is true and 
correct and contains no omission likely to affect its import. 

In accordance with the provisions of the Public Offer and Prospectus Law, this Prospectus is 
signed by the following persons, who are responsible as to its accuracy, completeness, clarity 
and update: 

 

On behalf of THE CYPRUS INVESTMENT AND SECURITIES CORPORATION 
LIMITED: 

 

 

 

______________________________________ 

 

 

 

 

 

 

 

 

 

 

 



 

 - 313 - 
 

ANNEX 1 

Details of the Company and its subsidiaries 

Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

Valinor Public 
Limited 

Stasandrou, 8, 3rd 
floor, Flat/Office 
301 P. C. 1060, 
Nicosia, Cyprus 

21 September 
2010 

HE 273907 10  100% 

Dilpar Trading 
Inc. 

Vanterpool Plaza 
2nd Floor, 
Wickhams Cay 
1, Road Town, 
Tortola, British 
Virgin Islands 

30 April 2010 1479424 1 100% 

Valars Agro 
Limited 

Stasandrou, 8, 3rd 
floor, Flat/Office 
301 P. C. 1060, 
Nicosia, Cyprus 

10 April 2008 HE 227218 2 100% 

Agrofirma 
“Zemlyanky” 
Limited Liability 
Company 
(“Zemlyanky” 
LLC) 

Zemlianky 
Village, 
Hlobynskyi 
District, 
Poltavska Oblast, 
Ukraine, 39013 

28 January 
2000 

30748767 1 100% 

“Agroteks - 
Mykolaiv” 
Limited Liability 
Company 
(“Agroteks - 
Mykolaiv” LLC) 

27, Kaunaska 
Street, Kyiv, 
Ukraine, 02160 

16 November 
2000 

31193280 1 100% 

“Tinki” Limited 
Liability 
Company 
(“Tinki” LLC) 

Tinky Village, 
Chyhyrynskyi 
District, 
Cherkaska 
Oblast, Ukraine, 
20924 

31 December 
2004 

33278344 1 100% 

“Agrocomplex 
“Nemyriv Ltd” 
Limited Liability 
Company 
(“Agrocomplex 
“Nemyriv Ltd” 
LLC) 

14, Kalinina 
Street, Kovalivka 
Village, 
Nemyrivskyi 
District, 
Vinnytsia Oblast, 
Ukraine, 22830 

19 April 2007 34893401 1 100% 

“Agrostroi” 
Limited Liability 

19-A, Enhelsa 
Street, Poltava, 

19 February 32386498 1 100% 
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

Company 
(“Agrostroi” 
LLC) 

Ukraine, 36038 2003 

“Romny-Invest” 
Limited Liability 
Company 
(“Romny-
Invest” LLC) 

11B, Haharina 
Street, Hudymy 
Village, 
Romenskyi 
District, Sumska 
Oblast, Ukraine, 
42088 

9 April 2008 32356877 1 100% 

“Zamyatnitsa” 
Limited Liability 
Company 
(“Zamyatnitsa” 
LLC) 

Tinky Village, 
Chyhyrynskyi 
District, 
Cherkaska 
Oblast, Ukraine, 
20924 

14 March 
2000 

30842416 1 100% 

“Kristal” 
Limited Liability 
Company 
(“Kristal” LLC) 

7, Zavodska 
Street, Brailiv 
Urban Village, 
Zhmerynskyi 
District, 
Vinnytsia Oblast, 
Ukraine, 23130 

3 June 1999 00371920 1 100% 

Limited Liability 
Company 
“Obolon” 
(“Obolon” LLC) 

42, Karla Marksa 
Street, Obolon 
Village, 
Semenivskyi 
District, 
Poltavska Oblast, 
Ukraine, 32230 

2 February 
2004 

32843851 1 100% 

“Zhovten” 
Limited Liability 
Company 
(“Zhovten” 
LLC) 

159, Poltavska 
Street, Karlivka, 
Karlivskyi 
District, 
Poltavska Oblast, 
Ukraine 39503 

29 May 2001 31539058 1 100% 

“Batkivschyina” 
Limited Liability 
Company 
(“Batkivschyina
” LLC) 

Klymivka 
Village, 
Karlivskyi 
District, 
Poltavska Oblast, 
Ukraine, 39532 

6 February 
2002 

31786887 1 100% 

Limited Liability 
Company 
“Fedorivka i K” 
(“Fedorivka i K” 

54, Lenina 
Street, Fedorivka 
Village, 
Karlivskyi 

11 August 
2003 

32583422 1 100% 
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

LLC) District, 
Poltavska Oblast, 
Ukraine, 39531 

Agricultural 
Limited Liability 
Company 
“Agrofirma 
“Druzhba” 
(“Agrofirma 
“Druzhba” 
ALLC) 

Krupoderyntsi 
Village, 
Orzhytskyi 
District, 
Poltavska Oblast, 
Ukraine, 37721 

24 February 
2000 

03773004 1 100% 

“Im. CL. 
Petrovskogo” 
Limited Liability 
Company (“Im. 
CL. 
Petrovskogo” 
LLC) 

1, Tsentralna 
Street, Kimivka 
Village, 
Berezanskyi 
District, 
Mykolaivska 
Oblast, Ukraine, 
57440 

21 September 
2006 

34559826 1 100% 

“Yugtranzitservi
s-Agroprodukt” 
Limited Liability 
Company 
(“YuTS-
Agroprodukt” 
LLC) 

20, Shevchenka 
Street, Beryslav, 
Beryslavskyi 
District, 
Khersonska 
Oblast, Ukraine, 
74300 

20 January 
2006 

33731096 1 100% 

Private 
Agricultural 
Enterprise Im. T. 
G. Shevchenko 
(“Im. T. G. 
Shevchenko” 
PAE) 

2A, Horodnya 
Street, 
Synyukhin Brid 
Village, 
Pervomayskyi 
District, 
Mykolayivska 
Oblast, Ukraine, 
55243 

4 January 
2001 

03764005 1 100% 

Public Joint 
Stock Company 
“Brailivs’ke” 
(“Brailivs’ke” 
PJSC) 

7, Zavodska 
Street, Brailiv 
Urban Village, 
Zhmerynskyi 
District, 
Vinnytsia Oblast, 
Ukraine, 23130  

19 September 
1996 

00385661 1 77.7105% 

Public Joint 
Stock Company 
“Lebid” 
(“Lebid” PJSC) 

26, Lenina 
Street, Budylka 
Village, 
Lebedynskyi 
District, Sumska 

19 August 
1993 

14021460 1 75.5971% 
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

Oblast, Ukraine, 
42238 

“Nauka – 
Independent 
Quality 
Expertise” 
Limited Liability 
Company 
(“Nauka - IQE” 
LLC) 

19A, Enhelsa 
Street, Poltava, 
Poltavska Oblast, 
Ukraine, 36038 

24 June 2003 32559667 1 100% 

Private 
Agricultural 
Enterprise 
“Dobrobut” 
(“Dobrobut” 
PAE)  

Kanavy Village, 
Kobelyatskyi 
District, 
Poltavska Oblast, 
Ukraine, 39235 

4 February 
2004 

32813228 1 100% 

Private 
Agricultural 
Enterprise 
“Peremoga” 
(“Peremoga” 
PAE)  

Verkhnya Lanna 
Village, 
Karlivskyi 
District, 
Poltavska Oblast 
Ukraine, 39540 

19 April 1993 03770939 1 100% 

Agrofirma 
“Veresen” 
(Agrofirma 
“Veresen”) 

27, Zhovtneva 
Street, Pohreby 
Village, 
Hlobynskyi 
District, 
Poltavska Oblast, 
Ukraine, 39075 

13 February 
1996 

23810167 1 100% 

Public Joint 
Stock Company 
“Kamyanomosti
vske 
hlibopriymalne 
pidpriemstvo” 
(“Kamyanomosti
vske 
hlibopriymalne 
pidpriemstvo” 
PJSC) 

1A, 
Kosmonavtiv 
Street, Kamianyi 
Mist Urban 
Village, 
Pervomaiskyi 
District, 
Mykolaivska 
Oblast, Ukraine, 
55232 

26 August 
1998 

00955029 1 87.5422% 

Private Joint 
Stock Company 
“Pidgorodnyans
kiy elevator” 
(“Pidgorodnyans
kiy elevator” 

2, Komsomolska 
Street, 
Pidgorodna 
Urban Village, 
Pervomaiskyi 
District, 
Mykolaivska 

30 December 
1997 

00955058 1 75.0010% 
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

PJSC) Oblast, Ukraine, 
55222 

Private Agrofirm 
“Poluzirska” 
(“Poluzirska” 
PAF) 

10, Myru Street, 
Poluzirya 
Village, 
Novosanzharskyi 
District, 
Poltavska Oblast, 
Ukraine, 39310 

20 January 
2000 

30731348 1 100%1 

“Valinor-
Management” 
Limited Liability 
Company 
(“Valinor-
Management” 
LLC) 

13, Mykoly 
Pymonenka 
Street, building 6 
A, office 51, 
Kyiv, Ukraine, 
04050 

18 May 2011 37615249 1 100% 

“Agroinvestsoyu
z” Open Joint 
Stock Company 

159, Mira Street, 
Kuleshovka 
village, 
Beloglininsky 
region, 
Krasnodarski 
krai, the Russian 
Federation, 
353062 

29 March 
2006  

106232600115
4 

5 100% 

”Azovskoye” 
Closed Joint 
Stock Company 

15, Oktyabrskaya 
street, 
Novopoltavsky 
village, Azovskiy  
district, Rostov 
region, the 
Russian 
Federation  
346763 

27 August 
1993 

102610051305
3 

11 75.54% 

“Aygurskiy” 
Farm Unit Open 
Joint Stock 
Company 

1, Zapadnaya 
street, Aigursky 
village, 
Apanasenkovski
y district, 
Stavropolsky 
region, the 

30 December 
2004 

104260034231
1 

5 91.4% 

                                                 

1 (1) The Group’s ownership of “Poluzirska” PAF has not yet been registered due to litigation involving the 
former holder of corporate rights; see “Business – Legal Proceedings – Litigation Concerning 
“Poluzirska”PAF”.   
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

Russian 
Federation, 
356715   

“Valinor-
Management” 
Limited Liability 
Company (LLC 
“Valinor-
Management”)  

 

1, Komsomolsky 
spousk, 
Taganrog, 
Rostov region, 
the Russian 
Federation, 
347922  

26 October 
2005 

105615406588
0 

n/a 100% 

“Don” Food 
Company 
Limited Liability 
Company 

21, 
Komsomolskaya 
street, Spitsevka 
village, 
Grachevsky 
district, 
Stavropolsky 
region, the 
Russian 
Federation, 
356254 

10 October 
2000 

102260302612
6 

n/a 100% 

“Agrofirma 
“Kagalnitskaya”  
Open Joint Stock 
Company 

23, Sovetskaya 
street, Dvurechye 
village, 
Kagalnitsky 
district, Rostov 
region, the 
Russian 
Federation, 
347704 

9 August 
1999 

102610106803
6 

9 79.76% 

“Kalinina” 
Limited Liability 
Company 

22, Kolkhozny 
pereulok, 
Aleksandrovka 
village, Azovskiy 
district, Rostov 
region, the 
Russian 
Federation, 
346765 

5 October 
2009 

109618800089
7 

n/a 100% 

“Krasnokutskoe” 
Close Joint 
Stock Company 

1, Tsentralnaya, 
Pozdneyevka 
village, 
Veselovsky 
district, Rostov 
region,  the 
Russian 
Federation, 

26 January 
1993 

102610081060
3 

9 92.39% 
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

347785 

“Stepnoy” 
Limited Liability 
Company  

9, Zapadny 
pereulok, 
Krasnaya 
Polyana Village, 
Peschanokopsky 
district, Rostov 
region, the 
Russian 
Federation, 
347565 

24 March 
2008 

108612700006
8 

n/a 100% 

“Primorskiy” 
Open Joint Stock 
Company 

17, Primorskaya 
street, Semibalki 
village, Azovsky 
district, Rostov 
region, the 
Russian 
Federation, 
346757 

19 February 
2007 

107610100044
7 

9 70.5% 

“Valars Agro” 
Limited Liability 
Company 

1, Komsomolsky 
spousk, 
Taganrog, 
Rostov region, 
the Russian 
Federation, 
347922 

23 December 
2008 

108615400800
5 

n/a 100% 

“Petrovskoe” 
Limited Liability 
Company 

17, Moskovskaya 
street, 
Novomirsky 
village, Azovsky 
district, Rostov 
region, the 
Russian 
Federation, 
346757 

9 March 2000 102610051619
9 

n/a 100% 

“Razvilenskoye” 
Limited Liability 
Company 

50/3, Lenin 
street, Letnik 
village, 
Peschanokopsky 
district, Rostov 
region, the 
Russian 
Federation, 
347568  

23 March 
2004 

104612700033
6 

n/a 100% 

“Agrofirma 
Razdolie” 
Limited Liability 

42, Lenin street, 
Latonovo village, 
Matveevo-

07 April 2000 102610123325
6 

n/a 100% 
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

Company Kurgansky 
district, Rostov 
region, the 
Russian 
Federation, 
346969 

“Rassvet” 
Limited Liability 
Company  

10, Lenin street, 
Bolshekrepinska
ya village, 
Rodiono-
Nesvetaisky 
district, Rostov 
region, the 
Russian 
Federation, 
346591 

05 August 
2004 

104613000062
0 

n/a 100% 

“Sarmat” 
Limited Liability 
Company 

1, Pobedy street, 
Andreyevo-
Melentyevo 
village, 
Neklinovsky 
district, Rostov 
region, the 
Russian 
Federation, 
346841 

16 March 
2009 

109612300010
4 

n/a 100% 

“Zarya” Open 
Joint Stock 
Company 

32, Gagarina 
Street, 
Alekseyevka 
village, 
Matveyevo –
Kurgansky 
district, Rostov 
region, the 
Russian 
Federation, 
346972 

28 November 
2002 

102610123300
3 

5 80.34% 

      

“Metchetinsky 
elevator” Open 
Joint Stock 
Company 

7, 
Promyshlennaya 
street, 
Mechetinskaya 
village, 
Zernogradsky 
district, Rostov 
region, the 
Russian 
Federation, 

28 June 2002 102610095814
6 

7 77% 
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Name Address Date of 
establishment

Registration 
number 

Number of 
board 
directors 

Proportion of 
ownership by 
the Group   

347750 

“Matveevkurgan
khleboproduct” 
Open Joint Stock 
Company 

6, Slavy street, 
Matveyev-
Kurgan village, 
Rostov region, 
the Russian 
Federation, 
346970  

6 January 
1999 

102610123114
4 

5 89.6% 

“Razvilenskiy 
combinat 
khlebnykh 
productov” 
Limited Liability 
Company 

1, Shosseinaya 
street, 
Razvilnoye 
village, 
Peschanokopskiy 
district, Rostov 
region, the 
Russian 
Federation, 
347560  

19 November 
2009 

109618600059
1 

n/a 100% 

“Elcom” Limited 
Liability 
Company 

1, Komsomolsky 
spousk, 
Taganrog, 
Rostov region, 
the Russian 
Federation, 
347922 

26 December 
2008 

108615400811
5 

n/a 100% 
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