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Report on the Audit of Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Banking Holding Elecsnet Holding Limited 
Company and its subsidiaries (the Group), which comprise the consolidated statement of financial 
position as at December 31, 2017 and the consolidated statement of comprehensive income, 
consolidated statement of changes in equity and consolidated statement of cash flows for the year then 
ended, and notes to the consolidated financial statements, including a summary of significant accounting 
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the consolidated financial position of the Group as at December 31, 2017, and its consolidated financial 
performance and its consolidated cash flows for the year then ended in accordance with International 
Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit 
of the Consolidated Financial Statements section of our report. We are independent of the Group in 
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for 
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our 
audit of the consolidated financial statements in the Russian Federation, and we have fulfilled our other 
ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Significant matters

We draw attention to Note 5.6 to the annual consolidated financial statements, which describe an 
unscheduled thematic review performed by the Bank of Russia and the actions undertaking by the Group 
to address the issues revealed by the Bank of Russia. We do not express a modified opinion on this 
matter.

We also draw attention to Note 16.2 to the annual consolidated financial statements, which describe the 
events connected with illegal actions of third parties. We do not express a modified opinion in respect of 
this matter.

Other matters

An audit of the accompanying annual consolidated financial statements of the Banking Holding Elecsnet 
Holding Limited Company for the year ended December 31, 2016 was performed by another auditor who 
expressed an unmodified opinion on these statements on May 29, 2017.

An independent member of Baker Tilly International
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Responsibilities of Management and the Audit Committee of the Board of Directors for the consolidated 
financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with IFRSs, and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and 
using the going concern basis of accounting unless management either intends to liquidate the Group or 
to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group’s financial reporting process.

BAKER TILLYRUSSIA

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement 
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or 
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken 
on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also:

a) Identify and assess the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain 
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud 
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control.

b) Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Group’s internal control.

c) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by Management.

d) Conclude on the appropriateness of Management’s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the 
related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a 
going concern.

e) Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation.
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f) Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Group to express an opinion on the consolidated financial statements. We 
are responsible for the direction, supervision and performance of the group audit. We remain solely 
responsible for our audit opinion.

We communicate with the Board of Directors, among other matters, the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that we identify 
during our audit.

We also provide the Board of Directors with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters 
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of 
most significance in the audit of the consolidated financial statements of the current period and are 
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation 
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that 
a matter should not be communicated in our report because the adverse consequences of doing so 
would reasonably be expected to outweigh the public interest benefits of such communication

The engagement partner on the 
resulting in this independent audj

Moscow, Russian Federation

f

Anna Zasimova



Consolidated Statement of Financial Position
As at 31 December 2017

M As at 31 As at 31
Notes December 2017 December 2016

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

ASSETS
Non-current
Property plant and equipment 
Intangible assets 
Deferred tax assets 
Other non-current assets

7
8
20

' * ,

37 396 
107 931 
24 696

32 184 
3 299 
5 753 

14 685
Total non-current assets 170 023 55 921

Current
Inventories 9 8 901 3 769
Trade and other receivables 10 208 062 325 887
Current income tax assets 3 990 150
Cash and cash equivalents 11 1 191 394 1 018916
Loans granted 12 1 641 -
Other current assets - 8 450
Total current assets 1 413 988 1 357172

Total Assets 1 584 011 1 413 093

EQUITY AND LIABILITIES
Share capital
Share premium
Additional paid-in capital
Translation reserve
Retained earnings/(Accumulated loss)

13 124
456 837 
103 036 
65 366 

(472 605)

119 
356 947

70 560 
(299 382)

152 758 128 244
Non-controlling interests 16 648 (17 182)
Total equity 169 406 111 062

Non-current liabilities
Long-term borrowings 
Deferred tax liabilities

14
20

73 668 
2 782

44 239 
1 553

Total non-current liabilities 76 450 45 792

Current liabilities
Short-term borrowings 14 36 267 -
Trade and other payables 15 1 301 677 1 256 121
Current income tax payable 211 118
Total current liabilities 1 338 155 1 256 239
*
Total Liabilities 1 414 605 1 302 031

Total Equity and Liabilities 1 584 011 1 413 093

Consolidated financial statements were signed on 29/05/ 2018: 

General Director

Signed (or seaied j inis ua . ч my presence t>y

As the Certifying Officer, ( certify only the signature 
which appears cn document ancb 
responsibility tor the content of this 
In testimony whereof I have hereto set rr [ш т  and^ 
official seal this.XT day of..М Ж у.у^.. STA-..20.AJ>

I RATOS
g Officer

Financial Director
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appearing above a thesignature of
a Certifying Officer of Limassol, appoin'et! by n .
rf the interior of It*  Republic of Cyprus, under tnejS-ffi'y g ,
Officers Law, 165(1)2012, to certify s ig n a tu re ^ '. *  * 
that the seal opposite the said a g n a ^ is  t ^
Certifying Officer of Limassol. The DisplfcOfficer сени 
only the signature and the seal of thê oertify 
assumes no responsibility for the cgntent oHhis 
ijg»S4nt-r.vpRtlS

30 MM 2018
M o M s K o u to u n tis

APOSTILLE
(Convention de La Haye du 5 octobre 1961)

1, Country: CYPRUS

This public document 
2. has been signed by .... ....... $ . K o u f p u n t i s .

3. acting in the capacity of District Officer

4. bears the seal/stamp of the District Officer

Certified

5. at Limassol 6. the.
DESPO XENOFONTOS

7. b y .........

8. LmMJPO No.

9. Seal/stamp:

М Ж . . 2 0 1 8 .

For/Permanent Secretary 
Ministry of Justice and Public Order



BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

Consolidated Statement of Profit or Loss and Other 
Comphensive Income
For the year ended 31 December 2017

Notes 2017 2016
Continuing operations

Comission income 985 806 1 168 635
Terminal location rent (305 596) (265 322)
Employee benefit expenses 16.1 (261 900) (153 797)
Acquirer’s fee (206 538) (306 024)
Stealing of money 16.2 (105 566) -

Collection costs (51 321) (51 847)
Irrecoverable VAT (45 695) (45 949)
Professional services (28 948) (3 323)
Loss on write-off of investments (20 318) (15)
Depreciation and amortization (18 296) (14 005)
Reversal of/(provision for) receivables impairment (11 399) 3 316
Security (11 037) (10 414)
Marketing expenses (5 917) (4 473)
Repairs and maintenance (4 795) (205 600)
Insurance (3 430) (4 330)
Materials (2 588) (1 043)
Transportation expenses (773) (1 771)
Telecommunication services (925) (7 355)
Office rent (222) (263)
Income (loss) capitalization (write-off) of cash - (262)
Income from cancellation of liability 5 10214
(Gain)/loss on disposal of property, plant and 
equipment (46) (968)

(Gain)/loss on disposal of inventories 91 4
Other operating expenses, net (57 394) (94 803)
Operating income (loss) (156 802) 10 605

Gain on bargain purchase 17 3713 .

Finance income 18 6 704 29 810
Finance costs 19 (7 180) (8 614)
Profit (loss) before tax (153 565) 31 801

Income tax benefit/ (expense) 20 14 172 (25 363)

Profit (loss) for the year after tax (139 393) 6 438

Other comprehensive income
Items that may be reclassified subsequently to profit 
or loss:
Exchange differences on translation of foreign 
operations

(5 194) 68

Other comprehensive income/(loss) for the year, 
net of income tax (5194) 68

Total comprehensive income/ (loss) for the year (144 587) 6 506

Profit (loss) for the year, attributable to:
Shareholders of the Group 
Non-controlling interests

(141 882) 
2 489

17 173 
(10 735)

Profit (loss) for the year (139 393) 6 438

Total comprehensive income/ (loss) attributable 
to:
Shareholders of the Group 
Non-controllinq interests

(147 076) 
2 489

17 241 
(10 735)

Total comprehensive income / (loss) for the year (144 587) 6 506



BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

Consolidated Statement of Changes in Equity
Attributable to shareholders of the Group

Share capital
Additional 

paid in 
capital

Share
premium

Foreign currency 
translation reserve

Accumulated
losses Total

Non-controlling
interests Total equity

Balance at 1 January 2016 119 - 356 947 70 492 (302 459) 125 099 (20 361) 104 738

P ro fit/(loss) fo r the  year - - - - 17 173 17 173 (10 735) 6 438

O the r com prehens ive  incom e fo r the  
year - - - 68 - 68 - 68

Total comprehensive income/(loss) 
for the year - - - 68 17 173 17 241 (10 735) 6 506

D iv idends to non-contro lling  in te rests - - - - - - (182) (182)

C hange o f non-con tro lling  in te rests - - - - (14 096) (14 096) 14 096 -
Balance at 31 December 2016 119 - 356 947 70 560 (299 382) 128 244 (17 182) 111 062

P ro fit/(loss) fo r the  year - - - - (141 882) (141 882) 2 489 (139 393)

Increase o f share  cap ita l 5 - - - - 5 - 5

Increase o f add itiona l paid in cap ita l - 103 036 - - - 103 036 - 103 036

Increase  o f share  prem ium - - 99 890 - - 99 890 - 99 890

O the r com prehens ive  loss fo r the  
year - - - (5 194) - (5 194) - (5 194)

Total comprehensive income/(loss) 
for the year 5 103 036 99 890 (5 194) (141 882) 55 855 2 489 58 344

D iv idends to  non-contro lling  in terests - - - - - - - -

C hange o f non-con tro lling  in te rests - - - - (31 341) (31 341) 31 341 -

Balance at 31 December 2017 124 103 036 456 837 65 366 (472 605) 152 758 16 648 169 406



Consolidated Statement of Cash Flows
For the year ended 31 December 2017

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

Notes 2017 2016
Operating activities

Profit (loss) before tax (153 565) 31 801

Adjustments for:
Depreciation and amortisation 7,8 18 296 14 005
(Reversal of)/provision for receivables impairment 10 11 339 (3 316)
Loss on write-off of investments 20 318 15
(Gain)/loss on disposal of property, plant and equipment 46 967
(Gain)/loss on disposal of inventories (56) (3)
Interest income 18 (6 481) (29 810)
Foreign exchange income 18 (223) -

Interest expense 19 7 080 8 316
Foreign exchange loss 19 100 298

Changes in working capital:
(lncrease)/decrease in trade and other receivables 94 618 (93 518)
lncrease/(decrease) in trade and other payables 57 308 (29 156)
(lncrease)/decrease in inventories (5 041) (1 912)
Cash flow from operating activities 43 739 (102 313)

Interest received 5 913 31 796
Interest paid (1 383) (8 316)
Income tax paid (3 053) (7 410)
Net cash flow from / (used in) operating activities 45 216 (86 243)

Investing activities
Purchase of property, plant and equipment (20 953) (21 224)
Purchase of intangible assets (4 520) (1 093)
Providing loans (23 916) (10 940)
Loan repayments received 2 944 17 878
Net cash flow used in investing activities (46 445) (15 379)

Financing activities
Proceeds from borrowings 60 000 -

Repayment of borrowings - -

Proceeds from increase of share premium 99 890 -

Dividends paid - (182)
Net cash flow from/(used in) financing activities 159 890 (182)

Effect of exchange rate changes on cash and cash 
equivalents 13817 (572)

Net increase/(decrease) in cash and cash equivalents 172 478 (102 376)
Cash and cash equivalents at the beginning of the year 1 018 916 1 121 292
Cash and cash equivalents at the end of the year 11 1 191 394 1 018 916



1. Background

1.1 General information

In accordance with the Federal law No. 395-1 "On banks and banking activities", a banking holding is 
a non-legal entity, it is an association of legal entities with the participation of a credit institution (credit 
organizations), in which a legal entity that is not a credit organization (the parent company of a 
banking holding) has the ability to directly or indirectly (through a third party) to have a significant 
impact on the decisions taken by the management bodies of a credit institution (credit organizations).

Country of incorporation

Elecsnet Holding Limited Company (hereinafter «Company») was incorporated in Cyprus on 13 
October 2005 as a private limited liability company under the Cyprus Companies Law, Cap. 113 with 
registration number 166672. The address of its registered office is 4 Alexandreias Street, Bridge 
Tower, 3rd floor, Office 303, 3013 Limassol, Cyprus.

General information

The Company is a parent company of the banking holding (hereinafter “Group” or “Banking holding) 
which includes the number of companies (see details in section “Basis for consolidation” of this 
paragraph) consolidated for the purpose of these financial statements.

The banking holding's (hereinafter «Group») principal place of business is at Electricheskiy per., 3/10, 
bid. 1, Moscow, Russia.

The main subsidiaries of the Group are registered in the Russian Federation and operate in 
accordance with the laws and regulations of the Russian Federation. The average number of the 
Group’s employees in 2017 was 272 (2016: 273).

The Group represents a vertically integrated structure which conducts its operations as a unified 
business. The group operating company is non-banking credit organization Moscow Clearing Centre 
JSC, which operates as one of the Russia’s largest integrated instant payment systems via self
service terminals under the license of the Central Bank of the Russian Federation. The Group of 
companies own a united terminals network, has its own processing and computer software, rents 
places for terminals and provides self-service terminals to Moscow Clearing Centre (JSC) through 
lease and sublease arrangements. Other group companies perform repair and maintenance of 
terminals.

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

As of December 31, 2017 the following persons were the shareholders of Elecsnet Holding Limited 
Company:

Shareholder As of 31.12.2017
Altus Capital International S.A. 49.78
Siberian Internet Company LLC 48.22
BUSINESSCONCEPT LLC 2
Total 100

As of December 31, 2016 the following persons were the shareholders of Elecsnet Holding Limited 
Company:

Shareholder As of 31.12.2016
OCEAN FALLS GROUP LIMITED 49.21
MINT CAPITAL II. L.P. 39.47
BALDERTON CAPITAL II. L.P. 11.33
Total 100

The Group's development to date, financial results and position as presented in the financial 
statements are considered satisfactory.



Until 11 may 2017 members of the Board for the reporting period were:

- Elpida Agapiou

- Manouela Socratous.

Company's Secretary: Fidentia Secretarial Limited.

As of 17 may 2018 Director of the Company is KPM Management Services Ltd (Cyprus), which is 
represented by the following Directors:

- loannis Konstantinidis

- Panayiotis Chiratos

Company’s Secretary: Scripta Secretarial Services Limited.

Principal activities

The principal activity of the Company is the holding of investments and the financing of group 
companies.

The primary activity of the Group is the acceptance of cash payments via self-service terminals. The 
Group accepts payments for mobile, internet, cable TV and other pay services, as well as acceptance 
of cash for transfer into personal bank accounts.

Basis of preparation

These consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards (IFRSs) as adopted by the European Union (EU). These consolidated 
financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with IFRSs requires the use of certain critical 
accounting estimates and requires Management to exercise its judgment in the process of applying 
the Group's accounting policies. It also requires the use of assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting period. 
Although these estimates are based on Management's best knowledge of current events and actions, 
actual results may ultimately differ from those estimates. The areas involving a higher degree of 
judgement or complexity, or areas where assumptions and estimates are significant to the 
consolidated financial statements are discussed in Note 3.

Basis of consolidation

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

The company has subsidiaries undertakings for which section 142 (1) (b) of the Cyprus Companies 
Law, Cap. 113 requires consolidated financial statements to be prepared and laid before the Company 
at the Annual General Meeting. The company is the parent company of the Banking holding (the 
"Group") which includes the following companies consolidated for the purposes of these financial 
statements:

№ Name Country of 
incorporation

Effective holding %

Principal activities 31 December 2017 31 December 2016

1 Moscow Clearing 
Centre JSC Russia

Acceptance of cash 
payments via self- 100
service terminals

2 Elecsnet JSC Russia Leasing out self-service 100
terminals

3 Elecsnet Regiony 
JSC Russia

Leasing and subleasing 
out self-service 51

terminals

4 Elecsnet-SPb JSC Russia Leasing out self-service 
terminals 72

100

100

10

72

5 Arenda Elecsnet LLC Russia Subleasing out self
service terminals 100 100

6 Elecsnet Kazan JSC Russia Leasing out self-service 
terminals

51 10

8



BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

7 Centr-Gorod LLC Russia Subleasing out self- 100service terminals

Processing activities,
8 Elecsnet-SPb LLC Russia data security, 

information service
75

Asset holder 1009 Centr-Processing LLC Russia Scientific researches

The above group companies where the parent company does not hold ownership interest are 
controlled by the Group since it has power and ability to exercise control over the subsidiary's 
operations.

During the reporting period the Group increased share of ownership in Elecsnet Regiony JSC and 
Elecsnet Kazan JSC from 10% to 51%.

In July, 2017 the Group purchased 75% ownership in LLC “Elecsnet-SPb” located in Saint-Peresburg 
from the third parties, whose principal activities are processing activities, data security and information 
service. The Group fully paid RUB 8 thousand as a total consideration.

Until July 2017, the shareholders of the Group owned Centr-Processing LLC directly, in July 2017 was 
taken a decision to include this company to the Banking holding for consolidation purposes. Centr- 
Processing LLC is an asset holding company with intangible asset (software) thereby the transaction 
was reflected in these consolidated financial statements non as a business acquisition under IFRS 3 
“Business combination’’, but as the acquisition of the asset through contribution to additional paid-in 
capital (refer also Note 8 “Intangible assets).

Foreign Exchange Operations

Foreign currencies, in particular US dollar and Euro, play a significant role in determining economic 
features of many business transactions, performed in Russia.

Sharp increase of the dollar and euro rates against the ruble was due to the fall in oil prices and 
imposition of economic sanctions by some countries.

1.2 Going concern

These financial statements have been prepared on a going concern basis, which assumes the 
realisation of assets and the settlement of liabilities in the normal course of business.

1.3 Group’s operating environment

Company's subsidiaries work in the territory of the Russian Federation.

The Russian Federation has certain characteristics of an emerging market. Its economy is particularly 
sensitive to price of oil and gas. Tax, currency and customs legislation admits varying interpretations, 
which lead to difficulties faced by companies working in the Russian Federation.

International sovereign debt crisis, stock market volatility and other risks could have negative impact 
on Russian financial and corporate sectors. Management determined provisions fo r impairment taking 
into account economic situation and outlooks at the end of the reporting period. Provisions for trade 
receivables are determined using the model of "incurred loss", required by respective accounting 
standards. These standards require recognition of impairment losses for receivables that arose from 
past events and prohibit recognition of impairment losses that could arise as a result of future events, 
no matter how likely those future events.

Future economic development of the Russian Federation is dependent upon external factors and 
internal measures undertaken by the government to sustain growth, and introducing amendments to 
tax, legal and regulatory base. Management believes that it takes all necessary measures to support 
sustainability and development of the Group's business in the current economic environment.

Resulting from imposed by some countries economic sanctions against state-owned companies of 
Russian at the moment investors are reconsidering their assessment of risks, resulting in limits on 
conducting operations in the Russian Federation have been reduced or closed, which added to 
instability. These circumstances could affect the Group's ability to attract new and to refinance its



existing borrowings and credits at terms and conditions applicable to similar transactions for previous 
periods.

The Russian Federation continues to display some characteristics of an emerging market. Among 
them, in particular, there is inconvertibility of the Russian ruble in most countries outside the Russian 
Federation, relatively high inflation. Current tax, currency and customs legislation admits varying 
interpretations and frequent changes.

There remains volatility of capital flows in banking and non-banking sector, due to unstable dynamics 
of oil prices and continuing uncertainty regarding recovery in global demand and introduction of 
economic sanctions against Russia by certain countries. Amid this fact, Russia's economic recovery is 
uneven.
During 2017 key rate of the Central Bank of Russia decreased from 10% to 7,75%.

Future economic development of the Russian Federation is largely dependent on effectiveness of 
economic, financial and monetary measures undertaken by the Government of the Russian 
Federation, tax, legal and political systems development, as well as by the economic sanctions 
imposed by some countries.
Inflation

The Russian economy is characterized by relatively high rates of inflation, but in 2017, there has been 
significant decline in inflation.
Table below presents data on inflation index for the last five years:

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

Year, ended Inflation 
for the period

December 31,2017 2,5%

December 31,2016 5,4%

December 31, 2015 12,9%

December 31, 2014 11,4%

December 31,2013 6,5%

2. Summary of Significant Accounting Policies

2.1 Basis of preparation

These financial statements reflect management’s assessment of the impact of economic situation in 
the Russian Federation on the activities and financial position of the Group. The Group's management 
is aware of external economic risks and risks associated with general economic situation in Russia, 
that’s why it regularly assesses foreign economic situation and makes every effort and action in order 
to reduce risks and possible financial losses for the Group of effects of the above factors. Attached 
financial statements do not include adjustments associated with this risk.

These consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards (“IFRS") as adopted by the European Union (EU).

The consolidated financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with IFRS requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgement in the process of 
applying the Group's accounting policies. The areas involving a higher degree of judgement or 
complexity, or areas where assumptions and estimates are significant to the consolidated financial 
statements are disclosed in Note 3 'Critical Accounting Estimates and Judgements in Applying 
Accounting Policies'.

The principal accounting policies applied in the preparation of these consolidated financial statements 
are set out below. These policies have been consistently applied to all the periods presented, unless 
otherwise stated.
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2.2 Presentation currency

The Group’s functional currency and presentation currency of these consolidated financial statements 
is the russian rouble (“RUR”). All financial information presented in RUR has been rounded to the 
nearest thousand, unless otherwise stated.

2.3 Transactions in foreign currencies
a) Functional and presentation currency

Individual financial statements of the Group companies are prepared in the currency of the primary 
economic environment in which each company operates, in its functional currency. The functional 
currency of the Company is USD and of the Russian subsidiaries is the Russian Rouble (RUB).

b) Foreign currency transactions
Transactions denominated in currencies other than the functional currency are translated into the 
functional currency using the exchange rates prevailing at the dates of the transactions. Foreign 
exchange differences resulting from settlement of such transactions and from the translation at year- 
end exchange rates of monetary assets and liabilities denominated in foreign currencies are 
recognized in profit or loss. Foreign exchange gains and losses are presented in the statement of 
profit or loss and other comprehensive income within 'Finance income’ or 'Finance costs’ on the net 
basis. Translation at year-end rates does not apply to non-monetary items that are measured at 
historical cost.

Non-monetary items measured at fair value in a foreign currency, including equity investments, are 
translated using the exchange rates at the date when the fair value was determined. Effects of 
exchange rate changes on non-monetary items measured at fair value in a foreign currency are 
recorded as part of the fair value gain or loss.

c) Foreign operations
The results and financial position of all the Group companies (the functional currency of which is not a 
currency of a hyperinflationary economy) that have a functional currency different from the 
presentation currency are translated into the presentation currency as follows:

(i) assets and liabilities for each statement of financial position are translated at the closing rate 
at the end of the respective reporting period;

(ii) income and expenses are translated at average exchange rates for the respective reporting 
period (unless this average is not a reasonable approximation of the cumulative effect of the 
rates prevailing on the transaction dates, in which case income and expenses are translated 
at the rates on the transaction dates);

(iii) share capital, share premium and all other reserves are translated at the historic rate; and
(iv) all resulting exchange differences are recognised in other comprehensive income and 

presented in a separate component of equity “Foreign currency translation reserve”.

When control over a foreign operation is lost, the exchange differences previously recognised in other 
comprehensive income are reclassified to profit or loss for the year as part of the gain or loss on 
disposal. On nartial disposal of a subsidiary without loss of control, the related portion of accumulated 
currency translation differences is reclassified to non-controlling interest within equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets 
and liabilities of the foreign entity and translated at the closing rate.
If the settlement of a monetary item receivable from or payable to a foreign operations is neither 
planned nor likely in the foreseeable future, then foreign currency differences arising on the item form 
part of the net investment in the foreign operation and are recognized in other comprehensive income, 
and accumulated in the foreign currency translation reserve within equity.
The following principal exchange rates for Russian subsidiaries were applied in the preparation of 
these consolidated financial statements:

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
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USD/RUR
At 31 December 2017 
At 31 December 2016 
Average exchange rate for 2017 
Average exchange rate for 2016

57.6002
60.6569
58.3529
67.0349
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2.4 Business Combination
2.4.1 Subsidiaries

Subsidiaries are those investees, including structured entities, that the Group controls because the 
Group

i. has power to direct relevant activities of the investees that significantly affect their returns,
ii. has exposure, or rights, to variable returns from its involvement with the investees, and
iii. has the ability to use its power over the investees to affect the amount of investor's returns.

The existence and effect of substantive rights, including substantive potential voting rights, are 
considered when assessing whether the Group has power over another entity. For a right to be 
substantive, the holder must have practical ability to exercise that right when decisions about the 
direction of the relevant activities of the investee need to be made.
The Group may have power over an investee even when it holds less than majority of voting power in 
an investee. In such a case, the Group assesses the size of its voting rights relative to the size and 
dispersion of holdings of the other vote holders to determine if it has de-facto power over the investee. 
Protective rights of other investors, such as those that relate to fundamental changes of investee’s 
activities or apply only in exceptional circumstances, do not prevent the Group from controlling an 
investee. Subsidiaries are consolidated from the date on which control is transferred to the Group 
(acquisition date), and are deconsolidated from the date on which control ceases.
The acquisition method of accounting is used to account for the acquisition of subsidiaries. Identifiable 
assets acquired and liabilities and contingent liabilities assumed in a business combination are 
measured at their fair values at the acquisition date, irrespective of the extent of any non-controlling 
interest.
The Group measures non-controlling interest that represents present ownership interest and entitles 
the holder to a proportionate share of net assets in the event of liquidation on a transaction by 
transaction basis, either at: (a) fair value, or (b) the non-controlling interest's proportionate share of net 
assets of the acquiree. Non-controlling interests that are not present ownership interests are 
measured at fair value.
Goodwill is measured by deducting the net assets of the acquiree from the aggregate of the 
consideration transferred for the acquiree, the amount of non-controlling interest in the acquiree and 
fair value of an interest in the acquiree held immediately before the acquisition date. Any negative 
amount (“negative goodwill, bargain purchase") is recognised in profit or loss, after management 
reassesses whether it identified all the assets acquired and all liabilities and contingent liabilities 
assumed, and reviews appropriateness of their measurement.
The consideration transferred for the acquiree is measured at the fair value of the assets given up, 
equity instruments issued and liabilities incurred or assumed, including fair value of assets or liabilities 
from contingent consideration arrangements, but excludes acquisition related costs such as advisory, 
legal, valuation and similar professional services. Transaction costs related to the acquisition and 
incurred for issuing equity instruments are deducted from equity; transaction costs incurred for issuing 
debt as part of the business combination are deducted from its carrying amount of the debt and all 
other transaction costs associated with the acquisition are expensed.

Intercompany transactions, balances and unrealized gains on transactions between group companies 
are eliminated; unrealised losses are also eliminated unless the cost cannot be recovered. Amounts of 
adjustment are apportioned among equity holders and non-controlling interest in respective 
proportions. The Company and all of its subsidiaries use uniform accounting policies consistent with 
the Group's policies.
Non-controlling interest is that part of the net results and of the equity of a subsidiary attributable to 
interests which are not owned, directly or indirectly, by the Company. Non-controlling interest forms a 
separate component of the Group's equity.

2.4.2 Transactions with non-controlling interest
The Group applies the economic entity model to account for transactions with owners of non
controlling interest. Any difference between the purchase consideration and the carrying amount of 
non-controlling interest acquired is recorded as a capital transaction directly in equity. The Group 
recognises the difference between sales consideration and carrying amount of non-controlling interest 
sold as a capital transaction in the consolidated statement of changes in equity.



2.4.3 Associates
Associates are entities over which the Group has significant influence (directly or indirectly), but not 
control, generally accompanying a shareholding of between 20 and 50 percent of the voting rights. 
Investments in associates are accounted for using the equity method of accounting, and are initially 
recognised at cost. The carrying amount of associates includes goodwill identified on acquisition less 
accumulated impairment losses, if any. Dividends received from associates reduce the carrying value 
of the investment in associates. Other postacquisition changes in Group’s share of net assets of 
associates are recognised as follows: (i) the Group's share of profits or losses of associates is 
recorded in the consolidated profit or loss for the year as share of result of associates, (ii) the Group's 
share of other comprehensive income is recognised in other comprehensive income and presented 
separately, (iii) all other changes in the Group's share of the carrying value of net assets of associates 
are recognised in profit or loss within the share of result of associates.
However, when the Group’s share of losses in an associate equals or exceeds its interest in the 
associate, including any other unsecured receivables, the Group does not recognise further losses, 
unless it has incurred obligations or made payments on behalf of the associate.
Unrealised gains on transactions between the Group and its associates are eliminated to the extent of 
the Group's interest in the associates; unrealised losses are also eliminated unless the transaction 
provides evidence of an impairment of the asset transferred.

2.4.4 Disposals of subsidiaries, associates or joint ventures
When the Group ceases to have control or significant influence, any retained interest in the entity is 
remeasured to its fair value, with the change in carrying amount recognised in profit or loss. The fair 
value is the initial carrying amount for the purposes of subsequently accounting for the retained 
interest as an associate, joint venture or financial asset. In addition, any amounts previously 
recognised in other comprehensive income in respect of that entity, are accounted for as if the Group 
had directly disposed of the related assets or liabilities. This may mean that amounts previously 
recognised in other comprehensive income are recycled to profit or loss.

If the ownership interest in an associate is reduced but significant influence is retained, only a 
proportionate share of the amounts previously recognised in other comprehensive income are 
reclassified to profit or loss, where appropriate.

2.5 Financial instruments -  key meansurement terms
Depending on their classification financial instruments are carried at fair value, cost, or amortised cost 
as described below.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The best evidence of fair value is 
price in an active market. An active market is one in which transactions for the asset or liability take 
place with sufficient frequency and volume to provide pricing information on an ongoing basis.

Fair value of financial instruments traded in an active market is measured as the product of the quoted 
price for the individual asset or liability and the quantity held by the entity. This is the case even if a 
market’s normal daily trading volume is not sufficient to absorb the quantity held and placing orders to 
sell the position in a single transaction might affect the quoted price.

A portfolio of financial derivatives or other financial assets and liabilities that are not traded in an active 
market is measured at the fair value of a group of financial assets and financial liabilities on the basis 
of the price that would be received to sell a net long position (ie an asset) for a particular risk exposure 
or paid to transfer a net short position (ie a liability) for a particular risk exposure in an orderly 
transaction between market participants at the measurement date.

This is applicable for assets carried at fair value on a recurring basis if the Group: (a) manages the 
group of financial assets and financial liabilities on the basis of the entity’s net exposure to a particular 
market risk (or risks) or to the credit risk of a particular counterparty in accordance with the entity’s 
documented risk management or investment strategy; (b) it provides information on that basis about 
the group of assets and liabilities to the entity’s key management personnel; and (c) the market risks, 
including duration of the entity’s exposure to a particular market risk (or risks) arising from the financial 
assets and financial liabilities is substantially the same.

Valuation techniques such as discounted cash flow models or models based on recent arm’s length 
transactions or consideration of financial data of the investees are used to measure fair value of 
certain financial instruments for which external market pricing information is not available. Fair value
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measurements are analysed by level in the fair value hierarchy as follows: (i) Level 1 are 
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) 
Level 2 measurements are valuations techniques with all material inputs observable for the asset or 
liability, either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) Level 3 
measurements are valuations not based on solely observable market data (that is, the measurement 
requires significant unobservable inputs). Transfers between levels of the fair value hierarchy are 
deemed to have occurred at the end of the reporting period.

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given 
to acquire an asset at the time of its acquisition and includes transaction costs. Measurement at cost is 
only applicable to investments in equity instruments that do not have a quoted market price and whose 
fair value cannot be reliably measured and derivatives that are linked to, and must be settled by, 
delivery of such unquoted equity instruments.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or 
disposal of a financial instrument. An incremental cost is one that would not have been incurred if the 
transaction had not taken place. Transaction costs include fees and commissions paid to agents 
(including employees acting as selling agents), advisors, brokers and dealers, levies by regulatory 
agencies and securities exchanges, and transfer taxes and duties. Transaction costs do not include 
debt premiums or discounts, financing costs or internal administrative or holding costs.

Amortised cost is the amount at which the financial instrument was recognised at initial recognition 
less any principal repayments, plus accrued interest, and for financial assets less any write-down for 
incurred impairment losses. Accrued interest includes amortisation of transaction costs deferred at 
initial recognition and of any premium or discount to maturity amount using the effective interest 
method. Accrued interest income and accrued interest expense, including both accrued coupon and 
amortised discount or premium (including feesdeferred at origination, if any), are not presented 
separately and are included in the carrying values of related items in the statement of financial 
position.

The effective interest method is a method of allocating interest income or interest expense over the 
relevant period, so as to achieve a constant periodic rate of interest (effective interest rate) on the 
carrying amount. The effective interest rate is the rate that exactly discounts estimated future cash 
payments or receipts (excluding future credit losses) through the expected life of the financial 
instrument or a shorter period, if appropriate, to the net carrying amount of the financial instrument. 
The effective interest rate discounts cash flows of variable interest instruments to the next interest 
repricing date, except for the premium or discount which reflects the credit spread over the floating 
rate specified in the instrument, or other variables that are not reset to market rates. Such premiums or 
discounts are amortised over the whole expected life of the instrument. The present value calculation 
includes all fees paid or received between parties to the contract that are an integral part of the 
effective interest rate.

2.6 Classification of financial assets
Financial assets have the following categories: (a) loans and receivables; (b) available-for-sale 
financial assets; (c) financial assets held to maturity and (d) financial assets at fair value through profit 
or loss. Financial assets at fair value through profit or loss have two sub-categories: (i) assets 
designated as such upon initial recognition, and (ii) those classified as held for trading. The 
classification depends on the purpose for which the financial assets were acquired. Management 
determines the classification of its financial assets at initial recognition.

Loans and receivables are unquoted non-derivative financial assets with fixed or determinable 
payments other than those that the Group intends to sell in the near term. They are included in current 
assets, except for maturities greater than 12 months after the reporting date which are classified as 
non-current assets. The Group's loans and receivables include trade and other receivables, loans 
receivable, cash and cash equivalents.
2.7 Classification of financial liabilities
Financial liabilities have the following measurement categories:
(a) held for trading which also includes financial derivatives and (b) other financial liabilities. Liabilities 
held for trading are carried at fair value with changes in value recognised in profit or loss for the year 
(as finance income or finance costs) in the period in which they arise. Other financial liabilities are 
carried at amortised cost. The Group's other financial liabilities include loans and borrowings and trade 
and other payables.
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2.8 Initial recognition of financial instruments
Trading investments, derivatives and other financial instruments at fair value through profit or loss are 
initially recorded at fair value. All other financial instruments are initially recorded at fair value plus 
transaction costs. Fair value at initial recognition is best evidenced by the transaction price. A gain or 
loss on initial recognition is only recorded if there is a difference between fair value and transaction 
price which can be evidenced by other observable current market transactions in the same instrument 
or by a valuation technique whose inputs include only data from observable markets.

All purchases and sales of financial assets that require delivery within the time frame established by 
regulation or market convention (“regular way” purchases and sales) are recorded at trade date, which 
is the date on which the Group commits to deliver a financial asset. All other purchases are recognized 
when the entity becomes a party to the contractual provisions of the instrument.

2.9 Derecognition of financial assets
The Group derecognises financial assets when (a) the assets are redeemed or the rights to cash flows 
from the assets otherwise expire or (b) the Group has transferred the rights to the cash flows from the 
financial assets or entered into a qualifying pass-through arrangement while (i) also transferring 
substantially all risks and rewards of ownership of the assets or (ii) neither transferring nor retaining 
substantially all risks and rewards of ownership, but not retaining control. Control is retained if the 
counterparty does not have the practical ability to sell the asset in its entirety to an unrelated third 
party without needing to impose additional restrictions on the sale.

2.10 Derecognition of financial iiabiiities
The Group derecognizes financial liabilities when the obligation under the liability is discharged or 
transferred or cancelled or expires. Where an existing financial liability is replaced by another from the 
same lender on substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a derecognition of the original liability and the 
recognition of a new liability, and the difference in the respective carrying amounts is recognised in the 
statement of profit or loss and other comprehensive income.

2.11 Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and provision for 
impairment, where required. The cost of property, plant and equipment of acquired subsidiaries is the 
estimated fair value at the date of acquisition.

In case an item of property, plant and equipment comprises several parts with different useful lives, 
such parts shall be recognized as individual items.

Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major parts or 
components of property, plant and equipment items are capitalised and the replaced part is retired.

At each end of each reporting period management assesses whether there is any indication of 
impairment of property, plant and equipment. If any such indication exists, management estimates the 
recoverable amount, which is determined as the higher of an asset’s fair value less costs to sell and its 
value in use. The carrying amount is reduced to the recoverable amount and the impairment loss is 
recognised in profit or loss for the year. An impairment loss recognised for an asset in prior years is 
reversed where appropriate if there has been a change in the estimates used to determine the asset's 
value in use or fair value less costs to sell.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are 
recognised in profit or loss for the year on a net basis as either income (a gain) or expense (a loss) 
within other operating income or expenses.

2.12 Depreciation
Land and construction in progress are not depreciated. Depreciation on other items of property, plant 
and equipment is calculated using the straight-line method to allocate their cost to their residual values 
over their estimated useful lives.
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The estimate useful live was change during the year after decision of the management as follows:
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The residual value of an asset is the estimated amount that the Group would currently obtain from 
disposal of the asset less 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. The assets' residual values, useful lives and 
depreciation methods are reviewed, and adjusted if appropriate, at the end of each reporting period.

Construction in progress represents properties under construction, refurbishment of property, plant 
and equipment and equipment under installation and is stated at cost less provision for impairment, 
where required. Upon completion of construction or installation, assets are transferred to property, 
plant and equipment at their carrying amount. Construction in progress is not depreciated until the 
constructed or installed asset is ready for its intended use.

Advances paid for acquisition of property, plant and equipment and capital construction are included 
into assets under construction

2.13 Operating leases
Where the Group is a lessee in a lease which does not transfer substantially all the risks and rewards 
incidental to ownership from the lessor to the Group, the total lease payments are charged to profit or 
loss for the year (rental expense) on a straight-line basis over the lease term. The lease term is the 
non-cancellable period for which the lessee has contracted to lease the asset together with any further 
terms for which the lessee has the option to continue to lease the asset, with or without further 
payment, when at the inception of the lease it is reasonably certain that the lessee will exercise the 
option.

2.14 I ntagible assets
The Group’s intangible assets other than goodwill have definite useful lives and primarily include 
capitalised computer software, patents, trademarks and licenses. Subsequent to initial recognition 
intangible assets with definite useful lives are stated at cost less accumulated amortization and 
provision for impairment, where required.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and 
bring them to use.

Development costs that are directly associated with identifiable and unique software controlled by the 
Group are recorded as intangible assets if an inflow of incremental economic benefits exceeding costs 
is probable. Capitalised costs include staff costs of the software development team and an appropriate 
portion of relevant overheads. All other costs associated with computer software, e g. its maintenance, 
are expensed when incurred.

Intangible assets with definite useful lives are assessed for impairment whenever there is any 
indication of their impairment. If impaired, the carrying amount of intangible assets is written down to 
the higher of value in use and fair value less costs to sell.

Gains and losses on disposal are determined by comparing proceeds with carrying amount. These are 
included in profit or loss for the year on a net basis as either income (a gain) or expense (a loss) within 
other operating income or expenses.

2.15 Amortisation
Intangible assets are amortised using the straight-line method over their estimated useful lives as 
follows:

Group of intangible assets_________________________________________Useful life in years_____
Trademarks, licenses and rights 2-10
Computer software licenses 3-5
Capitalised internal software development costs 5-10

Group of property, plant and equipment Useful life in years
Self-service terminals and terminal parts 
Computer and office equipment 
Other fixture and fittings 
Transport and vehicles

5-7
3- 5
4- 6 
2-5
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The assets’ useful lives and amortization methods are reviewed, and adjusted if appropriate, at the 
end of each reporting period.

2.16 Income taxes
income taxes have been provided for in the financial statements in accordance with legislation 
enacted or substantively enacted by the end of the reporting period. The income tax charge/(credit) 
comprises current tax and deferred tax and is recognised in profit or loss for the year, except if it is 
recognised in other comprehensive income or directly in equity because it relates to transactions that 
are also recognised, in the same or a different period, in other comprehensive income or directly in 
equity.

Current tax is the amount expected to be paid to, or recovered from, the taxation authorities in respect 
of taxable profits or losses for the current and prior periods. Taxes other than on income are recorded 
within general and administrative expenses.

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards 
and temporary differences arising between the tax bases of assets and liabilities and their carrying 
amounts for financial reporting purposes. In accordance with the initial recognition exemption, deferred 
taxes are not recorded for temporary differences on initial recognition of an asset or a liability in a 
transaction other than a business combination if the transaction, when initially recorded, affects neither 
accounting nor taxable profit.

Deferred tax liabilities are not recorded for temporary differences on initial recognition of goodwill, and 
subsequently for goodwill which is not deductible for tax purposes. Deferred tax balances are 
measured at tax rates enacted or substantively enacted at the end of the reporting period, which are 
expected to apply to the period when the temporary differences will reverse or the tax loss carry 
forwards will be utilised. Deferred tax assets and liabilities are netted only within the individual 
companies of the Group. Deferred tax assets for deductible temporary differences and tax loss carry 
forwards are recorded only to the extent that it is probable that future taxable profit will be available 
against which the deductions can be utilised.

The Group controls the reversal of temporary differences relating to taxes chargeable on dividends 
from subsidiaries or on gains upon their disposal. The Group does not recognise deferred tax liabilities 
on such temporary differences except to the extent that Management expects the temporary 
differences to reverse in the foreseeable future.

2.17 Uncertain tax positions
The Group’s uncertain tax positions are reassessed by management at the end of each reporting 
period. Liabilities are recorded for income tax positions that are determined by management as more 
likely than not to result in additional taxes being levied if the positions were to be challenged by the tax 
authorities. The assessment is based on the interpretation of tax laws that have been enacted or 
substantively enacted by the end of the reporting period, and any known court or other rulings on such 
issues. Liabilities for penalties, interest and taxes other than on income are recognised based on 
management’s best estimate of the expenditure required to settle the obligations at the end of the 
reporting period.

2.18 Inventories
Inventories are recorded at the lower of cost and net realisable value. Cost comprises of direct 
material costs and direct labour costs and those overheads that have been incurred in bringing the 
inventories to their present condition and location. When materials and supplies are used and 
disposed of otherwise they are valued on the weighted average basis. Net realisable value is the 
estimated selling price in the ordinary course of business, less the estimated cost of completion and 
selling expenses.

In case of obsolete inventories, their cost is charged to current expenses if subsequent use and sale 
of those inventories are not possible.

2.19 Trade and other receivables
Trade and other receivables are carried at amortised cost using the effective interest method. A 
provision for impairment of receivables is established when there is objective evidence that the Group 
will not be able to collect all amounts due according to the original terms of the receivables. The 
following primary factors are considered to evidence impairment of receivables: significant financial 
difficulties experienced by the debtor, as well as the debtor’s failure to meet its obligations (default) or
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delay in payment. The amount of the provision is the difference between the asset's carrying amount 
and the present value of estimated future cash flows, discounted at the original effective interest rate. 
The accrual of provision for impairment of receivables is recorded in the statement of profit or loss and 
other comprehensive income within other operating expenses.

2.20 Impairment of financial assets carried at amortised cost
Impairment losses are recognised in profit or loss when incurred as a result of one or more events 
(“loss events") that occurred after the initial recognition of the financial asset and which have an 
impact on the amount or timing of the estimated future cash flows of the financial asset or group of 
financial assets that can be reliably estimated. If the Group determines that no objective evidence 
exists that impairment was incurred for an individually assessed financial asset, whether significant or 
not, it includes the asset in a group of financial assets with similar credit risk characteristics, and 
collectively assesses them for impairment. The primary factors that the Group considers in 
determining whether a financial asset is impaired are its overdue status and realisability of related 
collateral, if any. The following other principal criteria are also used to determine whether there is 
objective evidence that an impairment loss has occurred:

any portion or installment is overdue and the late payment cannot be attributed to a delay caused by 
the settlement systems;

the counterparty experiences a significant financial difficulty as evidenced by its financial information 
that the Group obtains;

the counterparty considers bankruptcy or a financial reorganisation;
there is adverse change in the payment status of the counterparty as a result of changes in the 
national or local economic conditions that impact the counterparty; or

the value of collateral, if any, significantly decreases as a result of deteriorating market conditions.
If the terms of an impaired financial asset held at amortised cost are renegotiated or otherwise 
modified because of financial difficulties of the counterparty, impairment is measured using the original 
effective interest rate before the modification of terms. The renegotiated asset is then derecognized 
and a new asset is recognized at its fair value only if the risks and rewards of the asset substantially 
changed. This is normally evidenced by a substantial difference between the present values of the 
original cash flows and the new expected cash flows.

Impairment losses are always recognised through an allowance account to write down the asset’s 
carrying amount to the present value of expected cash flows (which exclude future credit losses that 
have not been incurred) discounted at the original effective interest rate of the asset. The calculation 
of the present value of the estimated future cash flows of a collateralised financial asset reflects the 
cash flows that may result from foreclosure less costs for obtaining and selling the collateral, whether 
or not foreclosure is probable.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be 
related objectively to an event occurring after the impairment was recognised (such as an 
improvement in the debtor's credit rating), the previously recognised impairment loss is reversed by 
adjusting the allowance account through profit or loss for the year.

Uncollectible assets are written off against the related impairment loss provision after all the necessary 
procedures to recover the asset have been completed and the amount of the loss has been 
determined. Subsequent recoveries of amounts previously written off are credited to impairment loss 
account within the profit or loss for the year.

2.21 Prepayments
Prepayments are carried at cost less provision for impairment. A prepayment is classified as non
current when the goods or services relating to the prepayment are expected to be obtained after one 
year, or when the prepayment relates to an asset which will itself be classified as non-current upon 
initial recognition. Prepayments to acquire assets are transferred to the carrying amount of the asset 
once the Group has obtained control of the asset and it is probable that future economic benefits 
associated with the asset will flow to the Group. Other prepayments are written off to profit or loss 
when the goods or services relating to the prepayments are received. If there is an indication that the 
assets, goods or services relating to a prepayment will not be received, the carrying value of the 
prepayment is written down accordingly and a corresponding impairment loss is recognised in profit or 
loss for the year.
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2.22 Cash and cash equivalents
Cash and cash equivalents include cash in hand, cash at bank, bank deposits, cash in transit and 
other short term highly liquid investments with original maturities of three months or less and bank 
overdrafts. Bank overdrafts that are repayable on demand and form an integral part of the Group’s 
cash management are included as a component of cash and cash equivalents for the purpose of the 
statement of cash flows. In the statement of financial position, bank overdrafts are shown within 
borrowings in current liabilities. Bank overdrafts bear interest on the outstanding balances. Interest is 
recognized as finance expense on the Consolidated Statement of Profit or Loss and Other 
Comprehensive Income. Cash and cash equivalents are carried at amortised cost using the effective 
interest method. Restricted balances are excluded from cash and cash equivalents for the purposes of 
the cash flow statement. Balances restricted from being exchanged or used to settle a liability for at 
least twelve months after the reporting period are included in other non-current assets.

2.23 Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new 
shares are shown in equity as a deduction, net of tax, from the proceeds. Any excess of the fair value 
of consideration received over the par value of shares issued is recorded as share premium in equity.

2.24 Dividends Paid
Dividends are recorded as a liability and deducted from equity in the period in which they are declared 
and approved. Any dividends declared after the reporting period and before the financial statements 
are authorised for issue are disclosed in the subsequent events note.

2.25 Other comprehensive income
Other comprehensive income comprises items of income and expense (including reclassification 
adjustments) and any related tax effects that are recognised as changes in equity during a period, 
other than those resulting from transactions with owners in their capacity as owners.

2.26 Value added tax
Output value added tax related to sales is payable to tax authorities on the earlier of (a) collection of 
receivables from customers or (b) delivery of goods or services to customers. Input VAT is generally 
recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the 
settlement of VAT on a net basis. VAT related to sales and purchases is recognised in the statement 
of financial position on a gross basis and disclosed separately as an asset and liability. Where 
provision has been made for impairment of receivables, impairment loss is recorded for the gross 
amount of the debtor, including VAT.

2.27 Borrowings
Borrowings are recognised initially at their fair value, net of transaction costs incurred. In subsequent 
periods, borrowings are carried at amortised cost using the effective interest method; any difference 
between the amount at initial recognition and the redemption amount is recognised as interest 
expense over the period of the borrowings.

2.28 Capitalisation of borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of assets that 
necessarily take a substantial time to get ready for intended use or sale (qualifying assets) are 
capitalised as part of the costs of those assets.

The commencement date for capitalisation is when (a) the Group incurs expenditures for the qualifying 
asset; (b) it incurs borrowing costs; and (c) it undertakes activities that are necessary to prepare the 
asset for its intended use or sale.

Capitalisation of borrowing costs continues up to the date when the assets are substantially ready for 
their use or sale.

The Group capitalises borrowing costs that could have been avoided if it had not made capital 
expenditure on qualifying assets. Borrowing costs capitalised are calculated at the group's average 
funding cost (the weighted average interest cost is applied to the expenditures on the qualifying 
assets), except to the extent that funds are borrowed specifically for the purpose of obtaining a 
qualifying asset. Where this occurs, actual borrowing costs incurred less any investment income on 
the temporary investment of those borrowings are capitalised.

BANKING HOLDING «ELECSNET HOLDING LIMITED»
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2.29 Trade and other payables
Trade payables are accrued when the counterparty performs its obligations under the contract and are 
carried at amortised cost using the effective interest method.

2.30 Provisions for liabilities and charges
Provisions for liabilities and charges are non-financial liabilities of uncertain timing or amount. They are 
accrued when the Group has a present legal or constructive obligation as a result of past events, it is 
probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation, and a reliable estimate of the amount of the obligation can be made.

2.31 Financial guarantees
Financial guarantees are irrevocable contracts that require the Group to make specified payments to 
reimburse the holder of the guarantee for a loss it incurs because a specified debtor fails to make 
payment when due in accordance with the terms of a debt instrument. Financial guarantees are 
initially recognised at their fair value, which is normally evidenced by the amount of fees received. This 
amount is amortised on a straight line basis over the life of the guarantee. At the end of each reporting 
period, the guarantees are measured at the higher of (i) the remaining unamortised balance of the 
amount at initial recognition and (ii) the best estimate of expenditure required to settle the obligation at 
the end of the reporting period.

2.32 Revenue recognition
Revenues are measured at the fair value of the consideration received or receivable and represents 
amounts receivable for services provided in the normal course of business of the Group, and sales 
related taxes.

Sales of services are recognised in the accounting period in which the services are rendered.

Commission income is earned by the Group from cash-settlement operations via self-service terminals 
and is recognised on an accrual basis when cash has been collected on behalf of the beneficiary 
counterparty.

Interest income is recognised on a time-proportion basis using the effective interest method.

Dividend income is recognised when the right to receive payment is established.

2.33 Operating expenses
Operating expenses are recognised in profit or loss upon utilisation of the service or at the date of their
origin.

2.34 Employee benefits
Wages, salaries, contributions to the Russian Federation state pension and social insurance funds, 
paid annual leave and sick leave, bonuses, and non-monetary benefits are accrued in the year in 
which the associated services are rendered by the employees of the Group. The Group contributes to 
the Russian Federation state pension fund on behalf of its employees. The Group has no legal or 
constructive obligation to make pension or similar benefit payments beyond the payments to the 
statutory defined contribution scheme.

2.35 Offsetting
Financial assets and liabilities are offset and the net amount reported in the statement of financial 
position only when there is a legally enforceable right to offset the recognised amounts, and there is 
an intention to either settle on a net basis, or to realise the asset and settle the liability simultaneously.

2.36 Segment and earings per share reporting
The Group does not prepare segment and earnings per share reporting, since: (i) the Group’s equity 
and debt securities are not publicly traded in a public market, and (ii) the Group does not file or is in 
the process of filing its financial statements with the regulator for the purpose of issuing a class of 
instruments in a public market.

2.37 Amendments of consolidated financial statements after issue
Any changes to these consolidated financial statements after issue require approval of shareholders 
and management of the Group who authorised these consolidated financial statements for issue.

BANKING HOLDING «ELECSNET HOLDING LIMITED»
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3. Critical Accounting Estimates and Judgements
The Group makes estimates and assumptions that affect the amounts recognised in the consolidated 
financial statements and the carrying amounts of assets and liabilities within the next financial year. 
Estimates and judgements are continually evaluated and are based on management’s experience and 
other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. Management also makes certain judgements, apart from those involving estimations, 
in the process of applying the accounting policies.

3.1 Revenue recognition
The Group applies the provisions of IAS 18 for accounting for revenue from its services, under which 
income is recognized upon delivery of the service and when cash is collected on behalf of the 
beneficiary customer.

3.2 Internally generated intangible assets
Significant judgment is required in distinguishing research from the development phase. A detailed 
forecast of income or cost savings expected to be generated by the intangible asset is incorporated 
into the Group's overall budget forecast as the capitalisation of development costs commences. This 
ensures that managerial accounting, impairment testing procedures and accounting for internally- 
generated intangible assets is based on the same data. The Group's management also monitors 
whether the recognition requirements for development costs continue to be met. This is necessary as 
the economic success of any product development is uncertain and may be subject to future technical 
problems after the time of recognition.

3.3 Useful lives of property, plant and equipment
The estimation of the useful lives of items of property, plant and equipment is a matter of judgment 
based on the experience with similar assets. The future economic benefits embodied in the assets are 
consumed principally through use. However, other factors, such as technical or commercial 
obsolescence and wear and tear, often result in the diminution of the economic benefits embodied in 
the assets. Management assesses the remaining useful lives in accordance with the current technical 
conditions of the assets and estimated period during which the assets are expected to earn benefits 
for the Group. The following primary factors are considered: (a) expected usage of the assets; (b) 
expected physical wear and tear, which depends on operational factors and maintenance programme; 
and (c) technical or commercial obsolescence arising from changes in market conditions. These 
factors were changed during the year under review, so appropriate adjustment made.

3.4 Deferred income tax asset recognition
The recognised deferred tax asset represents income taxes recoverable through future deductions 
from taxable profits and is recorded in the statement of financial position. Deferred income tax assets 
are recorded to the extent that realisation of the related tax benefit is probable. The future taxable 
profits and the amount of tax benefits that are probable in the future are based on the medium term 
business plan prepared by management and extrapolated results thereafter. The business plan is 
based on management expectations that are believed to be reasonable under the circumstances.

3.5 Tax legislation
Russian tax, currency and customs legislation is subject to varying interpretations (Note 6.3).

3.6 Deferred income tax on post acquisition retained earings of subsidiaries
Deferred income tax is provided on post acquisition retained earnings and other post acquisition 
movements in reserves of subsidiaries, except where the Group controls the subsidiary's dividend 
policy and it is probable that the difference will not reverse through dividends or otherwise in the 
foreseeable future.

3.7 Initial recognition of related party transactions
In the normal course of business the Group enters into transactions with its related parties. IAS 39 
requires initial recognition of financial instruments based on their fair values. Judgement is applied in 
determining if transactions are priced at market or non-market interest rates, where there is no active 
market for such transactions. The basis for judgement is pricing for similar types of transactions with



unrelated parties and effective interest rate analyses. Terms and conditions of related party balances 
are disclosed in Note 20.

3.8 impairment of accounts receivable
The provision for impairment of accounts receivable is determined for each doubtful debt outstanding 
depending on the financial condition (solvency) of the debtor and estimated probability of debt 
repayment in whole or in part. In evaluating the recoverability of accounts receivable the Group 
considers the receivables payment delay and any change in the debtor’s creditworthiness, from the 
date when the receivables originated and up to the reporting date. If there is deterioration in a major 
customer's creditworthiness or actual defaults are higher than the estimates, the actual results could 
differ from these estimates. Bad debts are written off in the period of their recognition.

4. Application of new and revised International Financial 
Reporting Standards

4.1 New and revised standards that are effective for annual periods beginning on 
or after 1 January 2017

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

Following relevant revisions and amendments to existing standards were issued by the IASB, which 
are effective for the accounting period beginning on or after January 1, 2017 and have been adopted 
by the Group:

Standard number Title Effective date

IAS 12 IncomeTaxes — Amendments January 1,2017
IAS 7 Statement of cash flows — Amendments January 1, 2017

Annual Improvements 2014 -  2016
IFRS 12 Disclosure if Interest in Other Entities — January 1,2017

Amendments

The revisions and amendments have been applied in accordance with the transitional provisions and 
do not have a material impact on the Group's consolidated financial statements.

4.2 Standards, amendments and interpretations to existing standards that are not 
yet effective and have not been adopted early by the Group

At the date of authorization of these consolidated financial statements, certain new standards, 
amendments and interpretations to existing standards have been published by the IASB but are not 
yet effective, and have not been adopted early by the Group.

Management anticipates that all of the relevant pronouncements will be adopted in the Group’s 
accounting policies for the first period beginning after the effective date of the pronouncement. 
Information on new standards, amendments and interpretations that are expected to be relevant to the 
Group’s consolidated financial statements is provided on the next page. Certain other new standards 
and interpretations have been issued but are not expected to have a material impact on the Group’s 
consolidated financial statements.

IFRS 9 “Financial Instruments” (2014)

The IASB released IFRS 9 “Financial Instruments” (2014), representing the completion of its project to 
replace IAS 39 “Financial Instruments: Recognition and Measurement”. The new standard introduces 
extensive changes to IAS 39’s guidance on the classification and measurement of financial assets and 
introduces a new “expected credit loss” model for the impairment of financial assets. IFRS 9 also 
provides new guidance on the application of hedge accounting.

The new standard is required to be applied for annual reporting periods beginning on or after 1 
January 2018.

IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 presents new requirements for the recognition of revenue, replacing IAS 18 “Revenue”, 
IAS 11 “Construction contracts”, and several revenue-related Interpretations. The new standard 
establishes a control-based revenue recognition model and provides additional guidance in many
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areas not covered in detail under existing IFRSs, including how to account for arrangements with 
multiple performance obligations, variable pricing, customer refund rights, supplier repurchase options, 
and other common complexities.

Amendments issued in April 2016 add guidance on (i) determining whether promised goods or 
services are distinct; (ii) principal versus agent considerations and (iii) licensing. The amendments also 
add two optional practical expedients and are effective 1 January 2018 with earlier application 
permitted.

The Group’s management has not yet assessed the impact of IFRS 15 on these consolidated financial 
statements.

IFRS 16 “Leases”

IFRS 16 “Leases” brings most leases on-balance sheet for lessees under a single model, eliminating 
the distinction between operating and finance leases. Lessor accounting however remains largely 
unchanged and the distinction between operating and finance leases is retained. IFRS 16 supersedes 
IAS 17 “Leases” and related interpretations and is effective for periods beginning on or after 1 January 
2019, with earlier adoption permitted if IFRS 15 “Revenue from Contracts with Customers” has also 
been applied.The Group’s management has not yet assessed the impact of IFRS 16 on these 
consolidated financial statements.

5. Financial risks management
In the course of its activities, the Group is exposed to the following financial risks: market risk 
(including currency risk, interest rate risk, goods price risk), credit risk and liquidity risk.

The Group has general policies in place to ensure that potential negative consequences for the 
Group’s financial transactions, as may result from unpredictability of the financial markets, are 
minimal.

The general concept of the Group's risk control is based on identifying the main risks that hinder the 
Group in achieving its business objectives. Risk control of the Group is carried out in respect of 
financial risks (credit, market, geographical, currency, liquidity and interest rate risks), as well as 
operational and legal risks. Risk control is carried out on an ongoing basis and consists in proactive 
analysis, control and manage of all opportunities, threats and risks associated with the objectives of 
the Group, and not only in the elimination of risks.

The main objective of financial risk control is to establish risk limits, and ensure observance of the 
established limits thereafter. Assumed risk assessment also provides the basis for optimal distribution 
of risk-adjusted capital, transaction pricing and business performance assessment. The operational 
and legal risks control shall ensure proper compliance with the internal policies and procedures to 
minimize operational and legal risks.

5.1 Interest rate risk
Interest rate risk is associated with the effect of fluctuations in market interest rates on the financial 
position and cash flows. Such fluctuations can increase the interest margin level, however, in case of 
unexpected changes in interest rates the interest margin may also decrease or create losses.

The sensitivity analysis is carried out only for credits and loans with floating interest rates at 
invariability of all other parameters, based on the assumption that the amount of debt with floating 
interest rate at the reporting date has not been repaid throughout the whole year. In fact, the rate for 
credits and loans with a variable component will vary throughout the year, together with fluctuations in 
market interest rates.

Currently, the Group is exposed to minimal interest rate risk due to the fact that it does not obtain 
credits and loans at floating interest rates.

5.2 Credit risk
The Group’s credit risk is associated with possibility of asset impairment which may occur, if 
contracting parties fail to meet their obligations under financial instrument transactions.

Financial assets exposed to credit risk include: accounts receivable, loans issued, cash and cash 
equivalents and other financial assets.

The Group makes allowance for impairment which reflects its assessment of losses incurred on trade 
and other receivables as well as on advances issued. Allowance for impairment of accounts receivable
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is made where an objective evidence justifies to impossibility for the Group to receive reimbursement 
in full due for it in accordance with the original provisions of the respective contract.

The substantial components of the allowance include a separate component of losses related to risks, 
each being distinguishable, and a component of losses attributable to a group of assets established 
for similar asset groups with respect to losses already incurred, but not yet identified. The size of the 
component of losses attributable to a group of assets is established on the basis of statistics of 
payments for prior periods with respect to similar financial assets.

The Group's maximum exposure to credit risk by class of assets is equal to the carrying amounts of 
financial assets and includes the following:

Financial assets

Loans granted and other non-current assets 
Trade and other receivables 
Cash and cash equivalents

BANKING HOLDING «ELECSNET HOLDING LIMITED»
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Total maximum exposure to credit risk ________1 368 681 ________1 352 702

There is no concentration of credit risk with respect to trade and other receivables, as the amounts 
resemble a lagre number of receivables from various customers.

5.3 Liquidity risk

Liquidity risk is a risk of the Group being unable to settle its financial liabilities as they fall due.

The Group’s approach to managing liquidity is to ensure to the extent possible, that the Group 
maintains, at all times, sufficient liquidity for settling its liabilities in due time (both in normal and 
extraordinary circumstances) avoiding unacceptable losses or risk of damaging the Group's 
reputation. Planning of current liquidity is instrumental in controlling risk of cash shortage. The Group 
prepares cash flow budgets annually and on a quarterly basis. Use of this instrument implies 
performing analysis of both financial instrument maturities and projected cash flows from operating 
activities.

The Group, acting to manage accounts payable, conducts regular negotiations with suppliers as 
regards the terms of delivery, deals with suppliers on an individual basis and selects suppliers with 
appropriate payment terms.

The table below summarises the analysis of financial liabilities of the Group by maturity at the 
reporting dates. The amounts in the table are contractual undiscounted cash flows, including future 
interest payments and excluding the impact of netting agreements.

Balances due within 12 months equal their carrying balances as the impact of discounting is not 
significant

Carrying
amount

Contractual 
cash flows

Less than 6 
months

Between 6 - 
12 months

More than 
year

31 December 2017
Long-term borrowings 
Short-term borrowings 
Trade and other payables

73 668 
36 267 

1 288 268

111 275 
37 800 

1 288 268

4 937 
7 050 

1 288 268

6 778 
30 750

99 560

Total financial liabilities 1 398 203 1 437 343 1 300 255 37 528 99 560

Carrying
amount

Contractual 
cash flows

Less than 6 
months

Between 6 - 
12 months

More than 
vear

31 December 2016
Long-term borrowings 44 239 46 000 1 052 591 44 357
Short-term borrowings - - - -
Trade and other payables 1 249 966 1 249 966 1 249 966 - -

Total financial liabilities 1 294 205 1 295 966 1 251 018 591 44 357

At 31 December 
2017

1 641
175 646 

1 191 394

At 31 December 
2016

14 685 
319 101 

1 018 916
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The Group has a net working capital surplus:
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At At
31 December 2017 31 December 2016

Current assets 1 413 988 1 357 172
Current liabilities 1 338155 1 256 239
Net working capital 75 833 100 933

5.4 Currency exchange rate risk

As of 31 December 2017 the Group had considerable monetary assets denominated in foreign 
currencies: US dollars and Euro. They were cash at bank. The Group is exposed to currency risk. 
Management does not maintain insurance for the Group's currency risks.

The book value of monetary assets denominated in foreign currencies other than the Group’s 
functional currency as at the reporting date is presented in thousand of roubles as follows:

31 December 2017 31 December 2016
Monetary Net balance Monetary Net balance
financial sheet financial sheet
assets position assets position

US dollar 21 21 11 11
Euro 1 1 - -
Total 22 22 11 11
The above analysis covers only monetary assets. It is assumed that investments in shares and non
monetary assets cannot give rise to a substantial currency risk.

The table below presents a sensitivity analysis for gains and losses from possible changes in 
exchange rates of currencies used by the Group as of the reporting date against the Group’s 
functional currency assuming that all other variables remain unchanged:

31 December 31 December
_____________________ _______________________________________________ 2017_____________ 2016_______
Impact on retained earnings of a 10% appreciation of the US dollar 2 1
Impact on retained earnings of a 10% depreciation of the US dollar (2) (1)
Impact on retained earnings of a 10% appreciation of the euro - -
Impact on retained earnings of a 10% depreciation of the euro

5.5 Fair value of financial instruments
Because of their short-term nature the book value of cash and cash equivalents trade and other 
receivables trade and other payables is approximately equal to their fair value.
Fair value measurements are analysed by level in the fair value hierarchy as follows:

(i) level one are measurements at quoted prices (unadjusted) in active markets for identical assets or 
liabilities

(ii) level two measurements are valuations techniques with ail material inputs observable for the asset 
or liability either directly (that is as prices) or indirectly (that is derived from prices) and

(iii) level three measurements are valuations not based on observable market data (that is 
unobservable inputs). Management applies judgement in categorising financial instruments using 
the fair value hierarchy. If a fair value measurement uses observable inputs that require significant 
adjustment that measurement is a Level 3 measurement.

The significance of a valuation input is assessed against the fair value measurement in its entirety.

There were no transfers between levels of fair value hierarchy during the reporting periods. Details of 
assumptions used in valuation have been disclosed in the relevant notes.

Management believes that the book value of other financial assets and liabilities not mentioned in the 
tables above corresponds to their fair value as of 31 December 2017 and 31 December 2016.



5.6 The Group's activities to ensure its compliance with the provisions of the 
legislation of the Russian Federation and the Bank of Russia regulations in the field 
of areas of counteraction to the legalization (laundering) of proceeds from crime and 
the financing of terrorism, as well as its own rules of internal control.
In the second half of 2017, the Bank of Russia conducted an unscheduled thematic review of the 
Group for the period from 1 January 2016 to 30 November 2017. One of the verification issues was 
compliance of the Group with the requirements of the legislation of the Russian Federation and the 
Bank of Russia regulations on counteraction legalization (laundering) of proceeds from crime and 
financing of terrorism. As a result of the review, the Bank of Russia has drawn up an act and issued 
an order. The group has taken measures to remedy the violations. Among these measures was 
strengthening the functions of the internal control system (ICS ) and / Internal audit department.

5.7 Capital risk management
As regards capital management the goal of Group management is to ensure the Group's ability to 
operate as a going concern in order to provide returns for owners and benefits for other stakeholders 
and to maintain an optimal capital structure so as to reduce the cost of capital.

The Group monitors the capital structure using the debt to equity ratio. The ratio is calculated as net 
debt divided by total capital. Net debt is the amount of borrowings shown in the statement of financial 
position less cash. Total capital is calculated as equity reported in the statement of financial position 
plus net debt.

The equity ratio was as follows:
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As at 31 
December 2017

As at 31 
December 2016

Short-term borrowings 36 267 -
Long-term borrowings 73 668 44 239
Cash and cash equivalents (1 191 394) (1 018 916)
Net debt (1 081 459) (974 677)
Share capital 169 406 111 062
Total capital employed (912 053) (863 615)
Equity ratio 119% 113%

6. Contingent liabilities
6.1 Insurance

The Group does not carry insurance against many risks for which companies of similar size and 
engaged in similar business in developed countries would purchase insurance. Group management 
realises that as long as the Group does not have the appropriate insurance coverage there is a risk 
that damage to or loss of certain assets may have a material adverse effect on its business and 
financial position.

6.2 Litigation
In 2017 the Group was involved in several litigation proceedings (as the plaintiff and respondent) in 
the ordinary course of business.

Group management created provision for accrued liabilities for those lawsuits that reflect the expected 
outflow of cash in the nearest future. The provision is shown in Note 15 "Trade and other payables”.

6.3 Taxation contingencies

Russian tax, currency and customs legislation is subject to varying interpretations and subject to 
frequent changes. The management's interpretation of this legislation as applied to the Group's 
operations and activities may be challenged by the relevant regional or federal authorities.

Recent events in the Russian Federation indicate that the tax authorities can take a more assertive 
position when interpreting legislation and verifying tax calculations. As a consequence, in the future, 
the tax authorities may file claims for those transactions and accounting methods for which they did 
not make claims before. As a result, significant additional taxes, penalties and fines may be assessed. 
Tax inspections can cover three calendar years of activity, immediately preceding the year of 
verification. Under certain conditions, earlier periods may be subjected to verification.
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Management believes that all applicable taxes have been paid or accrued. Where there is uncertainty, 
the Group accrues tax liabilities based on management's best estimate of the outflow of resources, 
representing the economic benefits that will be required to settle these obligations. The amount of 
probable liabilities for which the management believes that the interpretation of the tax and other laws 
may differ at the balance sheet date can not be determined.

6.4 Environmental matters

The enforcement of environmental regulation in the Russian Federation is evolving and the 
enforcement posture of government authorities is continually being reconsidered. The Group 
periodically evaluates its obligations under environmental regulations. As obligations are determined, 
they are recognised immediately. Potential liabilities, which might arise as a result of changes in 
existing regulations, civil litigation or legislation, cannot be estimated but could be material. In the 
current enforcement climate under existing legislation, management believes that there are no 
significant liabilities for environmental damage.

Group management believes that it complies with applicable environmental laws and is not aware of 
any possible circumstances that would require environmental liabilities to be reported in the separate 
financial statements as at 31 December 2017 and 31 December 2016.

6.5 Uncertainties of operating environment

The Group’s operations are in the Russian Federation. During the year, there have been a number of 
political developments that affect the overall business and investment climate of the Russian 
Federation leading to risks that are not typically associated with developed markets; such as capital 
markets instability, deterioration of liquidity in the business sector and tighter credit conditions. The 
Russian Government has introduced a range of stabilisation measures aimed at ensuring solvency 
and providing liquidity and financing for Russian companies.

The future stability of the Russian economy is largely dependent upon the reforms and developments 
and the effectiveness of economic, global oil prices, financial and monetary measures undertaken by 
the government. Management believes it is taking appropriate measures to support the sustainability 
of the Group’s business in the current circumstances.

During the year 2015 certain sanctions were applied on Russian Federation by the USA and European 
Union. Management believes that currently those sanctions had no significant impact on Group's 
business.

Inflation

According to the State Committee on Statistics of the Russian Federation, the annual rate of inflation, 
as measured by changes in the Consumer Price Index, was 5,4% for 2016 (2015: 12,9%). The 
financial results of the Russian economy and consequently of the Group will be affected if inflation is 
not controlled effectively.

Recoverability of financial assets

As a result of recent economic turmoil in capital and credit markets in the Russian Federation, and the 
consequential economic uncertainties existing as at reporting date, there exists the potential that 
assets may not be recovered at their carrying amount in the regular course of business.
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7. Property, plant and equipment
The following table presents data on the availability of fixed assets:
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Self-service 
terminals and 
terminal parts

Computer and 
office 

equipment

Other
fixtures and 

fittings
Capital

investments
Transport and 

vehicles TOTAL

COST
At 31 December 2015 382 144 17 677 9 366 - 1 254 410 441

Additions 10 451 9 226 865 681 21 223
Disposals (5 482) - - - - (5 482)
At 31 December 2016 387 113 26 903 10 231 681 1 254 426 182

Additions 4 292 3 758 429 12 474 20 953
Disposals (861) (2 803) (472) - (258) (4 394)
T ransfers 10 637 2 414 - (13 051) - -

At 31 December 2017 401 181 30 272 10 188 104 996 442 741

Accumulated Depreciation
At 31 December 2015 (365 660) (15 768) (4 736) - (125) (386 289)

Charge for the year 
Eliminated on disposals

(8 724) 
4 515

(1 818) (1 450) - (232) (12 224) 
4 515

At 31 December 2016 (369 869) (17 586) (6 186) - (357) (393 998)

Charge for the year (9 893) (4 302) (1 314) . (232) (15 741)
Eliminated on disposals 1 119 2 803 472 - - 4 394
At 31 December 2017 (378 643) (19 085) (7 028) - (589) (405 345)

Carrying amount
At 31 December 2015 16 484 1 909 4 630 - 1 129 24152
At 31 December 2016 17 244 9 317 4 045 681 897 32 184
At 31 December 2017 22 538 11 187 3 160 104 407 37 396

The Group did not identify any impairment of fixed assets in 2017 and 2016. In 2017 and 2016 Group had no capitalised borrowings costs. As of 31.12.2017 
and 31.12.2016, JSC "Elecsnet-Regions" pledged property (terminals) with a total value of 35 627 thousand RR pursuant to obligations under pledge 
agreements concluded with РАО "Bank Zenit".
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8. Intangible assets

Trademarks, 
licenses and Software Total

rights
Cost
At 31 December 2015 115 064 903 115 967

Additions 1 093 1 093
Disposals - -

At 31 December 2016 115 064 1 996 117 060

Additions 107 556 107 556
Disposals (559) (369) (928)
At 31 December 2017 114 505 109 183 223 688

Accumulated Depreciation
At 31 December 2015 (111 089) (182) (111 271)

Depreciation charge for the year (1 621) (869) (2 490)
Eliminated on disposals - - -

At 31 December 2016 (112 710) (1 051) (113 761)

Depreciation charge for the year (1 614) (941) (2 555)
Eliminated on disposals 559 - 559
At 31 December 2017 (113 765) (1 992) (115 757)

Carrying amount
At 31 December 2015 3 975 721 4 696
At 31 December 2016 2 354 945 3 299
At 31 December 2017 740 107 191 107 931

A major part of capitalised research costs is made up of software costs.

In July, 2017 the shareholders of the Group made a contribution to the additional paid in capital of 
intangible assets in the amount of 103 036 thousand RUR (refer also Note 1 “General 
Information/Basis of consolidation”) .

9. Inventories
As at 31 December As at 31 December 

2017 2016

Spare parts and other materials_____________________________________ 8 901___________ 3 769
Total inventories 8 901 3 769

As of December 31, 2017 and December 31, 2016 the Group had no inventory pledged. As of 
December 31, 2017 and December 31, 2016 the Group does not create a provision for impairment of 
inventories.
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10. Trade and other receivables
As at 31 December As at 31 December 

2017 2016

Trade receivables 173 916 316 275
Less: provision for impairment of trade receivables (8 681) (2 814)
Trade receivables, net 165 235 313 461

Other receivables 10 536 5 640
Less: provision for impairment of other receivables (125) -

Other receivables, net 10 411 5 640
Total financial assets within trade and other receivables 175 646 319 101

Prepayments 34 862 5 869
Less: provision for impairment of prepayments (5 347) -

Prepayments, net 29 515 5 869

VAT recoverable 1 978 545
Tax prepayments other than income tax 923 372
Tax receivable 2 901 917
Total non-financial assets within trade and other receivables 32 416 6 786
Total trade and other receivables 208 062 325 887

Trade and other receivables are usually due within 30 days and do not bear any interest. When 
transactions are concluded with a new counterparty management assesses the solvency of the
potential customer and determines individual credit limits for each counterparty.

The fair values of trade and other receivables due within one year approximate to their carrying
amounts as presented above.

There is no concentration of credit risk with respect to trade and other receivables, as the amounts
resemble a lagre number of receivables from various customers.

Movements in the bad debt allowance on trade and other receivables is as follows:

2017 2016

Balance at the beginning of period (2 814) (6 130)
Charqe/(reverse) for the period (11 339) 3 316
Balance at the end of period (14 153) (2 814)

The book value of trade and other receivables is approximately equal to their fair value.

11. Cash and cash equivalents

Cash and cash equivalents comprise the following:
As at 31 December As at 31 December

2017 2016

Cash in hand 496 460 419 563
Cash at bank 200 628 247 532
Cash in transit 492 736 348 722
Short-term bank deposits 1 570 3 099
Total cash and cash equivalents 1 191 394 1 018916

As at 31 December 2017 and 31 December 2016 the fair value of cash and cash equivalents was 
equal to their book value.
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12. Loans granted

Current investments
Loans granted 
Interest receivable

As at 31 December As at 31 December 
2017 2016

1 640 
1

Total other current financial assets 1 641 -

Principal loans granted by the Group are as follows:

Borrower Currency . . Рг*т а г У/1 outstanding amount
Interest 
rate % Maturity

Mr. Kochetkov N. RUR 2 040 / 1 641 12% 28.02.2018

13. Share capital

The Group’s share capital structure is presented below:
2017 2016

N um ber Share N um ber Share
of cap ita l of cap ita l

shares R R ’000 shares R R '000

Authorised
Ordinary shares of a nominal 
value of €0.17 each 23 941 124 23 941 119

23 941 124 23 941 119
Issued and fully paid 
Balance at 1 January 22 064 119 22 064 119
Issues of shares 450 5 -  -

Balance at 31 December 22 514 124 22 064 119

On 30 June 2017, Elecsnet Holdings Ltd issued 450 ordinary shares of nominal value of €0,17 at a 
premium of €3.292,01 for each share over and above their nominal value (total equivalent to 99 890
thousand RUR).

During the reporting period, dividends were not declared or paid.

As of December 31, 2017 the following persons and company were the owners of Elecsnet Holding
Limited Company:

Shareholder As of 31.12.2017
Mr. Klenov D. 33.60
РАО NK ROSNEFT 23.60
Mr. Sudarikov S. 23.28
Mr. Kuchura O. 16.18
Others 3.34
Total 100

Mr. Klenov D. is and ultimate beneficiary of the Group as at 31 Decemeber2017.
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14. Borrowings

Original
currency

Contract amount 
in original 
currency, 

thousands RUB

Nominal
interest

rate
Maturity

date

Carrying 
amount at 31 

December 
2017

Carrying 
amount at 

31
December

2016
Long-term
borrowings
РАО Bank Zenit RUB 42 411 13% 30.12.2023 48 528 44 239
IK Sibintek LLC RUB 25 000 12% 11.12.2024 25 140 -

Total long-term 
borrowings 73 668 44 239

Short-term
borrowings
РАО MKB RUB 30 000 12,5% 11.09.2018 29 993 -
UK Grigrad LLC RUB 5 000 12% 30.03.2018 5 051 -
Current portion of
long-term
borrowings

RUB 1 223 -

Total short-term 
borrowings 36 267 -

Total borrowings 109 935 44 239

As of 31.12.2017 and 31.12.2016, JSC "Elecsnet-Regions" pledged property (terminals) with a total 
value of 35 627 thousand RR pursuant to obligations under pledge agreements concluded with РАО 
"Bank Zenit".

15. Trade and other payables
As 31 December As 31

2017 December 2016
Trade payables 1 282 937 1 200 545
Other payables 1 136 48 448
Accrued liabilities 4 195 973

Total financial payables within trade and other payables 1 288 268 1 249 966

Advances received 50
Accounts payable to employees 7 177 2 892
Taxes payable other than income tax 6 182 3 263
Total non-financial payables within trade and other 
payables 13 409 6 155

Total trade and other payables 1 301 677 1 256121

The fair values of trade and other payables due within one year approximate to their carrying amounts 
as presented above.

16. Employee benefit expenses and extraordinary expenses

16.1 Employee benefit expenses

2017 2016

Wages and salaries 211 225 124 560
Social security and pension costs 50 675 29 237

Total 261 900 153 797
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16.2 Extraordinary expenses (stealing of money)
In April 2017, Moscow Clearing Centre JSC servers responsible for making payments from ATMs 
made unauthorized connection through the installed malware from the computers of the organization 
controlled through the management server from the Internet. Attackers analyzed and monitored 
changes to server files containing information about payments. For carrying out false payments, the 
generation of similar files in directories was organized.

Such a mechanism made it possible to make a large number of unsecured payments that were not 
sent from the ATM network to the company's servers, but were generated on the servers themselves. 
This allowed attackers to circumvent software settings of limits on payments between the ATM 
network and processing servers.

As a result, access to the payment server was obtained and unsecured transactions were created to 
replenish the bankcards of the attackers.

Due to the lack of orders of individual clients for transfers without opening a bank account, the banks 
demanded, following the procedures of reconciliations, following the procedures of international 
systems, with issuing banks (recipients of these transfers).

Moscow Clearing Centre JSC received these requirements from 24.04.2017 to 11.05.2017. After the 
final amount of requirements for scammers was established - 105 566 thousand rubles, there was 
recognized a loss.

To compensate for the losses incurred there was provided free financial assistance by Elecsnet 
Holding Limited, the sole shareholder of Moscow Clearing Centre JSC in the amount of 106 million 
rubles.

17. Gain on bargain purchase
In July, 2017 the Group purchased 75% ownership in LLC “Elecsnet-SPb” located in Saint-Peresburg 
from the third parties, whose principal activities are processing activities, data security and information 
service. The Group fully paid RUB 8 thousand as a total consideration.

The acquisition was recorded under the acquisition method. The fair value of net assets acquired 
comprised RUB 3 721 thousand. The excess of the fair value of identifiable net assets over acquisition 
cost of LLC “Elecsnet-SPb” amounted to RUB 3 713 thousand, was recorded as a gain on bargain 
purchase.

The results of operations of LLC “Elecsnet-SPb” were included in the accompanying consolidated 
statement of income from the date of acquisition. The following table summarizes the estimated fair 
values of the assets acquired and liabilities assumed at the date of acquisition.

Fair value of assets and 
liabilities LLC 

“Elecsnet-SPb” 
as of July,21 2017

ASSETS

BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

Property, plant & equipment 

Deferred tax assets 
Other non-current assets 
Inventories
Receivables and other current assets 

Cash

18
36
22

1 569 
5 964

2 676

10 285

LIABILITIES

Deferred tax liabilities 1

Trade and other payables 5 143

Other current liabilities 180

5 324
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Share of the Group in the net identifiable assets 75%

Fair value of acquired net identifiable assets___________________________________________________3 721

Consideration paid 8

Excess of Group’s interest in the net fair value of the acquired subsidiary’s 
identifiable assets and liabilities over acquisition cost 3 713

18. Financial income

2017 2016
Interest income 6 481 29 810
Foreign exchange income 223 -

Total 6 704 29 810

19. Financial costs

Interest expence 
Foreign exchange losses

2017
(7 080) 

(100)

2016
(8 316) 

(298)
Total (7 180) (8 614)

20. Income tax
In 2016-2017, the income tax rate in effect in the Russian Federation amounting to 20% was applied 
in respect of the Group.

Differences between IFRS and RF tax legislation give rise to certain temporary differences between 
the book value of certain assets and liabilities for financial reporting preparation purposes and in 
respect of the Group income tax calculation.

The temporary differences occurring between the data presented in these financial statements and the 
tax records gave rise to emergence of the following deferred assets and liabilities in respect of income 
tax:

2017 2016

Current
Current income tax expense (3 542) (6 770)

Deferred
Deferred income tax expenses 17 714 (18 593)
Total income tax expense, net 14 172 (25 363)

Below is the reconciliation of the theoretical income tax amount calculated using standard 20% 
income tax rate in the Russian Federation where the Group's companies are located and the actual 
income tax amount shown in the Group’s income statement:

2017 2016

Profit (loss) before income tax
Tax income/(expense) at tax rates applicable
Net effect of (tax exempt income) and non-deductable expenses

(153 565)
30 713 
(16 541)

31 801
(6 360) 

(19 003)
Total income tax expense, net 14 172 (25 363)

The Company’s corporation tax rate in Cyprus is 12.5%.(2016: 12.5%). Russian subsidiaries apply the 
profit tax rate of 20%.

32



BANKING HOLDING «ELECSNET HOLDING LIMITED»
Consolidated financial statements for the year ended 31 December 2017
(in thousands of RUR)

The difference between the criteria of assets and liabilities recognition in the IFRS-based financial 
statements and for tax purposes results in certain temporary differences.

The table below contains key deferred tax assets and liabilities recognized by the Group as well as 
changes therein within the reporting period.

As 31 
December 

2017

Charged (credited) to profit or 
loss (accumulated losses)

As 31 
December 

2016
Deferred tax assets
Property, plant and equipment 667 386 281
Intabible assets - (24) 24
Trade and other receivables 189 189 -

Trade and other payables 140 140 -

Reserve for unused vacation payment 212 187 25
Tax loss carried forward 23 488 18 065 5 423

Total deferred tax assets 24 696 18 943 5 753

Deferred tax liabilities
Property, plant and equipment 2 317 1 028 1 289
Financial assets 294 294 -

Inventories 104 104 -

Trade and other receivables - (264) 264
Others 67 67 -

Total deferred tax liabilities 2 782 1 229 1 553

Total deferred tax assets (liabilities) 21 914 17 714 4 200

As 31 
December 

2016

Charged (credited) to profit or 
loss (accumulated losses)

As 31 
December 

2015
Deferred tax assets
Property, plant and equipment 281 260 21
Intabible assets 24 24 -

Trade and other receivables - (18611) 18611
Trade and other payables - (18) 18
Reserve for unused vacation payment 25 (378) 403
Tax loss carried forward 5 423 (81) 5 504

Total deferred tax assets 5 753 (18 804) 24 557

Deferred tax liabilities
Property, plant and equipment 1 289 (95) 1 384
Trade and other receivables 264 (116) 380

Total deferred tax liabilities 1 553 (211) 1 764

Total deferred tax assets (liabilities) 4 200 (18 593) 22 793

21. Related parties transactions
Related parties of the Group include the key management staff of Moscow Clearing Centre JSC and 
shareholders.

The key management staff of Moscow Clearing Centre JSC includes the General director and his 
deputies, members of the Moscow Clearing Centre JSC Board, Board of Directors, as well as other 
officials vested with authority and responsibility for planning, directing and controlling the activities of 
the organization.
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Transactions and balances with key management personell:

Short-term benefits:
Salaries and bonuses 
Social security costs

31 December 
2017

31 December 
2016

42 838 35 369
7 894 6 518

Total 50 732 41 887

Transactions and balances with shareholders:

Borrowings received (IK Sibintek LLC)

31 December 
2017

31 December 
2016

25 140

The Group did not have significant transactions with other related parties.

22. Events after the reporting period
There are no material events after the reporting period, which would recognition or disclosure in these 
financial statements.
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