
Bright company, smart energy

ANNUAL REPORT 2009



Fi
na

nc
ia

l S
ta

te
m

en
ts

In
ve

st
m

en
ts

 a
nd

 A
ss

et
s

B
us

in
es

s 
O

ve
rv

ie
w

C
om

pa
ny

 P
ro

fil
e



 F
in

a
n
c
ia

l 
S

ta
te

m
e
n
ts

 In
v
e
s
tm

e
n

ts
 a

n
d

 A
s
s
e
ts

 B
u

s
in

e
s
s
 O

v
e
rv

ie
w

 C
o

m
p

a
n

y
 P

ro
fi 
le

 DTEK ANNUAL REPORT 2009 03

CONTENTS 

Company Profi le

Investments and strategic assets

2009 IFRS consolidated fi nancial Statements

Overview of 2009 operational performance



F
in

a
n
c
ia

l 
S

ta
te

m
e
n
ts

In
v
e
s
tm

e
n

ts
 a

n
d

 A
s
s
e
ts

B
u

s
in

e
s
s
 O

v
e
rv

ie
w

C
o

m
p

a
n

y
 P

ro
fi
le

04 DTEK ANNUAL REPORT 2009

ABOUT THE COMPANY

Coal production

m tonnes 

Electricity supply

TWh – Total supply of Vostokenergo  
and Dneproenergo* 

Electricity transmission

TWh

* DTEK has a 47.55% interest in Dneproenergo.



Professionalism

Responsibility

Pursuit of excellence

Unity

Transparency

 F
in

a
n
c
ia

l 
S

ta
te

m
e
n
ts

 In
v
e
s
tm

e
n

ts
 a

n
d

 A
s
s
e
ts

 B
u

s
in

e
s
s
 O

v
e
rv

ie
w

 C
o

m
p

a
n

y
 P

ro
fi 
le

  DTEK ANNUAL REPORT 2009 05

Personnel

employees

* Excluding Dneproenergo, DTEK has a 47.55% interest in Dneproenergo.
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HIGHLIGHTS

Corporate Centre

Coal production

Coal enrichment

Electricity generation

Electricity transmission and supply

0908

3
,4

5
7

3
,5

6
5

Adjusted EBITDA*, UAHm

 UAHm

0908

1
2

,9
6

9

1
5

,0
0

9

Consolidated revenue, UAHm

 UAHm

0908

1
1
9

8
5
6

Net profit, UAHm 

 UAHm

0908

2
6

.7
%

2
3

.8
%

Adjusted EBITDA* margin

 p.p.

     

*  Adjusted EBITDA represents profit for the year after excluding the following non-operating income statement items: foreign exchange losses less gains  
from borrowings, certain finance costs, income tax expense, depreciation and amortization and impairment of property, plant and equipment.
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Coal production and enrichment

Commercial reserves

Market share

Electricity generation

Installed capacity of Vostokenergo  
and Dneproenergo

Market share of Vostokenergo  
and Dneproenergo

Electricity transmission and supply

Network length

Market share

Coal production and enrichment

Commercial reserves

Market share

* DTEK has a 47.55% interest in Dneproenergo. 
** Share of thermal generation market.
*** Share in total electricity purchase in the WEM. 

0908

3
1
.5

2
6
.3

Electricity supply by Vostokenergo 
and Dneproenergo*, TWh

 TWh

0908

1
7

.6

1
7

.6

Coal production, tonnes m

 thousand t

0908

1
1
.0 1
1
.8

Electricity purchase in the market

 TWh

0908

1
3

.5

1
2

Electricity transmission, TWh

 TWh

0908

1
,8

9
0

1
,9

0
0

Investment program, UAHm 

 UAHm
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COMPETITIVE ADVANTAGES

VERTICAL INTEGRATION

<

<

<

BEST MANAGERIAL EXPERTISE 
IN THE MARKETS OF OPERATION

<

<
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EXPERIENCE IN DEVELOPING 
COAL MINES IN DIFFICULT 
GEOLOGICAL CONDITIONS

<

<

UKRAINE’S LOCATION

<
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CHAIRMAN’S MESSAGE 
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Results 

Investments 

Sustainable development 

The future

Oleg Popov
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CHIEF EXECUTIVE OFFICER’S REVIEW
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On the way to the world markets 

<

<

<

Strengthening our position in Ukraine
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14 DTEK ANNUAL REPORT 2009

Investments and efficiency 

Responsible development

Confidence in our future
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Maxim Timchenko
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16 DTEK ANNUAL REPORT 2009

CORPORATE GOVERNANCE

Corporate governance

Supervisory Board

<

<

<

<

<

<

<

Committees of the Supervisory Board

Strategy and Investment Committee

Nominations and Remuneration Committee

Health, Safety and Environment Committee
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 DTEK ANNUAL REPORT 2009 17

Audit Committee

Chief Executive Officer

DTEK corporate governance structure

DTEK Holdings B. V.

Corporate Centre

General Meeting of Participants

Supervisory Board 

General Meeting of Participants

Operating companies

Chief Executive Officer

Executive Board

Corporate Secretary

Audit Committee

Strategy 
and Investment Committee

Nominations 
and Remuneration Committee

Investment Committee

Directorates

Budget Committee

Chief Executive Officer

Control Commission

General Meeting of Participants

Health, Safety 
and Environment Committee

Risk Committee

HR Committee

Health, Safety 
and Environment Committee

Strategy Committee

Control Commission

Chief Executive Officer

General Meeting of Shareholders

Supervisory Board 

Joint-Stock 
Companies

Limited 

Liability 

Companies
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18 DTEK ANNUAL REPORT 2009

CORPORATE GOVERNANCE

Executive Board

Internal control and audit
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 DTEK ANNUAL REPORT 2009 19

Supervisory Board

Oleg Popov
Chairman of the Supervisory Board

Natalia Izosimova
Member of the Supervisory Board

Sergey Korovin,
Member of the Supervisory Board

Irina Mykh
Member of the Supervisory Board

Stanislav Shekshnia 
Member of the Supervisory Board, Non-executive Director

Pierre Daures
Member of the Supervisory Board, Non-executive Director

Robert Sheppard
Member of the Supervisory Board, Non-executive Director



F
in

a
n
c
ia

l 
S

ta
te

m
e
n
ts

In
v
e
s
tm

e
n

ts
 a

n
d

 A
s
s
e
ts

B
u

s
in

e
s
s
 O

v
e
rv

ie
w

C
o

m
p

a
n

y
 P

ro
fi
le

20 DTEK ANNUAL REPORT 2009

MANAGEMENT

Maxim Timchenko, 
Сhief Executive Officer

Yuriy Ryzhenkov, 
Chief Operating Officer

Vitaly Butenko, 
Chief Strategy Officer

Vsevolod Starukhin, 
Chief Financial Officer
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 DTEK ANNUAL REPORT 2009 21

Sergey Kordashenko, 
Human Resources and Corporate Communications Director

Guerman Ainbinder, 
Business Development Director

Sergey Detyuk, 
Information Technology Director

Dmitriy Tikhiy, 
Health, Safety and Environment Director 

Sergey Polianskiy, 
Security Director
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STRATEGY

Development concept
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 DTEK ANNUAL REPORT 2009 23

Vertical integration
< 

< 
< 

Best managerial expertise  

in the markets of operation
< 

< 

Experienced at developing coal mines in difficult 

geological conditions
< 

< 

Geographic location
< 

Competitive advantages Strategic goals to be achieved by 2013
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24 DTEK ANNUAL REPORT 2009

STRATEGY

Strategic objectives of DTEK’s businesses up to 2013

Coal production and enrichment 

Electricity generation

Electricity transmission and supply
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Implementation of the Company’s strategy in 2009

Coal

Generation

<

<

<

<

Electricity transmission and supply
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26 DTEK ANNUAL REPORT 2009

FINANCIAL PERFORMANCE OVERVIEW

ANALYSIS OF FINANCIAL RESULTS

Income statement

Overview of the financial results

Overview of financial results, UAHm

 2008 2009 Change, 09/08, %
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 DTEK ANNUAL REPORT 2009 27

Revenue

Cost of sales

DTEK’s revenue structure, UAHm

Other sales (1%)

Sales of thermal 
and coking coal (31%)

Sales of electricity 
to end consumers (31%)

Sales of electricity 
to Energorynok (37%)

DTEK’s revenue structure, UAHm

 2008 2009 Change, 09/08, %

Total 12,969 15,009 15.7

Total 12,969 15,009 15.7

Growth of consolidated revenue
15.7%
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28 DTEK ANNUAL REPORT 2009

FINANCIAL PERFORMANCE OVERVIEW

Operating expenses

Balance sheet

Assets

Structure of DTEK’s cost of sales, UAHm

Depreciation of property, 
plant and equipment (11.2%)

Other costs (13.8%)

Raw materials (18.7%)

Staff (21.3%)

Electricity cost (35.0%)

Cost of sales, UAHm

 2008 2009 Change 09/08, %

Total 9,921 12,447 25.5%
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Liabilities and equity

Company’s debt

Distribution costs, UAHm

 2008 2009 Change 09/08, %

Total 77 110 42.9

General and administrative costs, UAHm

 2008 2009 Change 09/08, %

Total 532 598 12.4
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30 DTEK ANNUAL REPORT 2009

FINANCIAL PERFORMANCE OVERVIEW

Borrowings in various currencies, UAHm

RUR (1%)

UAH (11%)

EUR (31%)

USD (57%)

Borrowings, UAHm

 2008 2009 Change 09/08, %

 In UAHm % In UAHm % 

Total 3,731  100.0 4,428 100.0 18.7

Total 3,731  100.0 4,428  100.0 18.7

Effective interest rates of loans

 2008 2009

  USD EUR UAH USD EUR UAH RUR
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Financial ratios

Cash flow, liquidity and financial solvency

Cash flow

Financial ratios

 2008 2009 Change 09/08, %
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32 DTEK ANNUAL REPORT 2009

FINANCIAL PERFORMANCE OVERVIEW

Investment activities

Liquidity and Financial solvency

Liquidity and financial solvency, UAHm

 2008 2009

Investment program, UAHm

Other 16 (0.9%)

Electricity transmission 89 (4.7%)

Electricity generation 438 (23.0%)

Coal production 1,357 (71.4%)
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Credit ratings

Credit Rating

Rating Fitch Moody’s

Risk Management

<

<

<

<

<

investment program deployed in 2009
UAH1900m
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FINANCIAL PERFORMANCE OVERVIEW

Market Risks

Operational risks

Financial risks

Regulatory risks
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Compliance risks

Environmental risks

IT risks

Reputational risks



What is the advantage 
of the Ukrainian 
market?

36 DTEK ANNUAL REPORT 2009

MARKETS AND THE COMPETITIVE ENVIRONMENT
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Macroeconomics

Coal market

Demand and supply
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MARKETS AND THE COMPETITIVE ENVIRONMENT

Market volume, key participants

Coal market regulation and State support measures

Coal output in Ukraine, m tonnes

2007 2008 2009

47.1 51.0 46.7

75.6 77.8
72.3

28.5 26.8
25.6

Thermal coal Coking coal

Coal concentrate price trend in Ukraine, 
yearly average, UAH/tonne

2007 2008 2009

314.6 450.3 527.8

433.3

744.3
740.0

Thermal coal, «G» grade Coking coal

Coal export from Ukraine, thousand tonnes

2007 2008 2009

2,696
3,504

3,308

118

197
453

3,623

4,794
5,290

809

1,093 1,529

Anthracite Thermal coal Coking coal
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The electricity market

Market leaders
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MARKETS AND THE COMPETITIVE ENVIRONMENT

Market regulation

Generation in Ukraine’s unified energy grid in 2009

Unit plants 
and communal CHPs (4.1%)

HPPs and PSPPs (6.8%)

TPPs and CHPPs (41.1%)

NPPs (48.0%)

TPPs’ electricity supply structure in 2009

Donbassenergo (12.3%)

Zapadenergo (20.2%)

Dneproenergo (20.5%)

Centerenergo (21.6%)

Vostokenergo (25.3%)

Structure of DTEK’s productive supply to consumers 

Other consumers (4.2%)

Utilities (1.5%)

Other industries (1.5%)

Chemical industry (0.9%)

Machine building (4.2%)

Coal industry (13.3%)

Steelmaking industry (74.4%)
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Tariff setting

Export

Reforming the electricity sector
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MARKETS AND THE COMPETITIVE ENVIRONMENT

<

<

<

<

<

Market mechanisms introduced Introduction of the mechanisms of electricity 

at the reforming stage (DTEK assessment) generators and suppliers interaction

1st stage (2008–2011) 

< <

<

<

2nd stage (2012–2013)

< <

<

3rd stage (2014–2016)

< <

<

<

4th stage (from 2017)

< <

<

<
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How did we achieve 
the lowest-cost 
production of coal 
in Ukraine?

44 DTEK ANNUAL REPORT 2009

COAL PRODUCTION AND ENRICHMENT
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Production capacities of coal mining
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COAL PRODUCTION AND ENRICHMENT

Pavlogradugol

ROM coal production at Pavlogradugol, m tonnes

2007 2008 2009

9.8 11.1 10.7

12.4

14.2 13.7

2.6

3.1
3.0

Thermal coal Coking coal

Production indicators at Pavlogradugol

Average monthly 
labour productivity, 
tonnes per miner 
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Komsomolets Donbassa Mine

ROM coal production at Komsomolets Donbassa mine, m tonnes

2007 2008 2009

3.4 3.4 3.9

Thermal coal

Production indicators at Komsomolets Donbassa mine

Average monthly 
labour productivity, 
tonnes per miner
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Average monthly productivity at Komsomolets Donbassa mine
84.2 tonnes
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COAL PRODUCTION AND ENRICHMENT

Production capacities of the coal enrichment segment

DTEK’s Concentrate yield, thousand tonnes

2007 2008 2009

2,164
2,881

2,208

4,436

8,367
7,916

1,258

1,494

1,311

2,298

2,177

1,129

1,061

565

1,014

1,159

Mospinskoye CEP

Oktyabrskaya CEP

Dobropolskaya CEP

Kurakhovskaya CEP

Pavlogradskaya CEP

Production capacity loading — enrichment segment companies, %

 2007 2008 2009

DTEK’s ROM coal enrichment, thousand tonnes

2007 2008 2009

3,207 3,798
3,072

6,516

11,733 11,112

1,807
2,166

1,894

3,247
3,264

1,704
1,821

1,502

818
1,061

Mospinskoye CEP

Oktyabrskaya CEP

Dobropolskaya CEP

Kurakhovskaya CEP

Pavlogradskaya CEP
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Why do our generating 
companies show the 
highest profi tability?

50 DTEK ANNUAL REPORT 2009

ELECTRICITY POWER GENERATION
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Vostokenergo

Production assets

Kurakhovskaya TPP

  Date Wear 
 Installed of commissioning/  at the end  
Power capacity,  last major of 2009 Major overhauls/
unit № MW overhaul (thousand hours) reconstructions

Total 1472  1526.741 
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ELECTRICITY POWER GENERATION

Electricity generation and supply

Luganskaya TPP

  Date Wear  
 Installed of commissioning/  at the end   
Power capacity,  last major of 2009 Major overhauls/ 
unit № MW overhaul (thousand hours) reconstructions

Total 1,150  1,624.966 

Zuevskaya TPP

  Date Wear  
 Installed of commissioning/  at the end   
Power capacity,  last major of 2009 Major overhauls/ 
unit № MW overhaul (thousand hours) reconstructions

Total 1,220  585.905 
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Zuevskaya TPP, power units’ reconstruction 
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ELECTRICITY POWER GENERATION

Provision of Fuel
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Maintenance and Overhauls

Power units’ upgrading and reconstruction program 

Specific fuel 
consumption, g/kWh

Natural gas share 
in total generation, %

ICUR of Vostokenergo plants in 2009
44.7%
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ELECTRICITY POWER GENERATION

Dneproenergo

Production capacity

Provision of fuel
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Maintenance and overhauls

Dneproenergo plants: key performance indicators, m kWh

  2007 2008 2009 Change, 09/08 Change, 09/08, %

30%
Dneproenergo’s installed capacity share 
of the total of all of Ukraine’s TPPs
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ELECTRICITY POWER GENERATION

Krivorozhskaya TPP

  Date  Wear  
  of commissioning at the end  
Power Installed /last major of 2009 Major overhauls/ 
unit No capacity, MW overhaul (thousand hours) reconstructions

Zaporozhskaya TPP
  Date  Wear  
  of commissioning at the end  
Power Installed /last major of 2009 Major overhauls/ 
unit No capacity, MW overhaul (thousand hours) reconstructions
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Pridneprovskaya TPP

  Date  Wear  
  of commissioning at the end  
Power Installed /last major of 2009 Major overhauls/ 
unit No capacity, MW overhaul (thousand hours) reconstructions



How will we increase income 
of our transmission 
and supply companies?

60 DTEK ANNUAL REPORT 2009

ELECTRICITY TRANSMISSION AND SUPPLY 
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Production capacities of the electricity transmission 

and supply segment

Electricity purchasing and transmission

Production capacity of electricity transmission and supply 

 Service-Invest  PES-Energougol Total

Lines’ length, km      

Total 2,593 1,225 3,818

Number of substations   

Total 69 392 461

Transformer capacity, MVA   

Total 2,372 452 2,824

7.7%
DTEK’s share of tradable electricity  
purchased from WEM in 2009
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ELECTRICITY TRANSMISSION AND SUPPLY 

Measures to minimize electricity losses

DTEK’s Electricity transmission and supply segment: 
structure of productive supply to customers

Other consumers (4.2%)

Housing and utilities (1.5%)

Other industry (1.5%)

Chemical industry (0.9%)

Machine-manufacture (4.2%)

Coal industry (13.3%)

Metallurgical industry (74.4%)

Electricity transmission in networks, m kWh
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PES-Energougol 1
1
,1

4
3

1
2
,4

9
3

1
1
, 

0
3
3

2007 2008 2009

7
7
5

6
0
1

5
1
6

3
2
6

3
0
7

1
,0

4
7

1
,0

1
8

9
5
1

Process loss dynamics in networks, % 

Service-Invest 

PES-Energougol  

1
.5

4

1
.1

0

1
.2

0

2007 2008 2009

6
.8

0

7
.1

0

7
.4

5



F
in

a
n
c
ia

l 
S

ta
te

m
e
n
ts

In
v
e
s
tm

e
n

ts
 a

n
d

 A
s
s
e
ts

B
u

s
in

e
s
s
 O

v
e
rv

ie
w

C
o

m
p

a
n

y
 P

ro
fi
le

 DTEK ANNUAL REPORT 2009 63

Purchasing electricity from the Energorynok

Developing and improving the quality of customer service

Service-Invest

Energougol ENE

Share of electricity purchase from WEM

Other (7.3%)

AES (4.5%)

LEO (5.6%)

Kievenergo (5.8%)

Donetskoblenergo (6.5%)

Ukrenergoconsulting (7.6%)

DTEK (7.7%)

VSE (9.0%)

PNT (9.2%)

NJSC ECU
(net of Donetskoblenergo, 
Kievenergo) (36.8%)



Why did we 
reinforce the 
IT function? 

64 DTEK ANNUAL REPORT 2009

INFORMATION TECHNOLOGY
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Why did we 
continue our 
investment 
program during 
the crisis? 

66 DTEK ANNUAL REPORT 2009

INVESTMENT ACTIVITY
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Investment in coal mining

Pavlogradugol Company

Investment program, UAHm (net of VAT)

 2007 2008 2009 Change, 09/08, %

Total  1,043 1,890 1,900 0.5%

Coal mining investment program, UAHm (net of VAT)

 2007 2008 2009 Change, 09/08, %

Total  769.5 1,309.9 1,346.9 2.8%
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INVESTMENT ACTIVITY

Komsomolets Donbassa Mine 

Investment program in the electricity  

generation segment 

Vostokenergo
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Investment program in coal enrichment (included in coal production segment),  

UAHm (net of VAT)

 2007 2008 2009

Total  27.9 42.1 10.1

Vostokenergo’s  investment program, UAHm (net of VAT) 

 2007 2008 2009

Total  118.9 363.7 434.8

Investment program in coal enrichment (included in coal production segment) 

 2007 2008 2009

Pavlogradugol    

Komsomolets Donbassa mine 
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INVESTMENT ACTIVITY

Vostokenergo’s largest investment projects, UAHm (net of VAT)

 2007 2008 2009

Zuevskaya TPP   

Kurakhovskaya TPP   

Luganskaya TPP

Dneproenergo  
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Dneproenergo’s largest investment projects, UAHm (net of VAT) 

 2007 2008 2009

Pridneprovskaya TPP   

Krivorozhskaya TPP

Zaporozhskaya TPP

Dneproenergo investment program, UAHm (net of VAT) 

 2007 2008 2009

Total  111.9 165.2 85.8
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Investment program in electricity transmission  

and supply segment

Service-Invest

PES-Energougol

Affiliated companies

Donetskoblenergo
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Comparative indicators of specific investments 
in the largest distribution companies 2009, UAH/MWh

Investment program in electricity transmission and supply segment 

 2007 2008 2009

Total  69.1 110.0 89.9
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AFFILIATED COMPANIES

Electricity purchase and transmission

Production capacities of Donetskoblenergo

 2007 2008 2009

Lines’ length, km   

Total 69,834 69,705 69,393

Number of substations   

Total 13,302 13,353 13,415

Transformer capacity, MVA   

Total 11,968 12,026 12,208
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Investment projects

Wind power

Renewable energy in Europe

Transmission volume and electricity losses 
in Donetskoblenergo’s networks

Transmission volume, 
kWh m

Losses, %
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Wind generation in Ukraine

Wind power project

Forecast increase in electricity generation in the EU-27, 
by type of generator

Renewables 529TWh (15.9%)

NPPs 935TWh (28.1%)

TPPs 1,861TWh (56%)

NPPs 736TWh (17.7%)

Renewables 1,522TWh (36.6%)

TPPs 1,900TWh (45.7%)

2007

2030

Source: IEA World Energy Outlook 2009
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Newly-commissioned facilities in EU-27, 2009

1,000MW
The portfolio of DTEK’s wind generation 
projects by the end of 2009
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BUSINESS DEVELOPMENT PROJECTS



How do we 
understand 
Corporate Social 
Responsibility?
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SUSTAINABLE DEVELOPMENT
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SUSTAINABLE DEVELOPMENT

Corporate social responsibility

<

<

<

<

CSR management policy

<

<
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<
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Social partnership Social investments
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Social investments, UAHm
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SUSTAINABLE DEVELOPMENT

Social and economic development of towns and territories

Personnel

<

<

<

<

<

<

<

<

Personnel development



F
in

a
n
c
ia

l 
S

ta
te

m
e
n
ts

In
v
e
s
tm

e
n

ts
 a

n
d

 A
s
s
e
ts

B
u

s
in

e
s
s
 O

v
e
rv

ie
w

C
o

m
p

a
n

y
 P

ro
fi
le

 DTEK ANNUAL REPORT 2009 81

6
.0

2
0
0
6

2
0
0
7

2
0
0
8

2
0
0
9

1
2
.9

1
5
.4

1
9
.2

Investments in training and development 
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SUSTAINABLE DEVELOPMENT

Remuneration and motivation

Headcount

Labour safety
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Environment protection activities
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SUSTAINABLE DEVELOPMENT
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Investments in occupational safety and health, UAHm
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Environment protection  activities

Atmospheric air protection

Water protection and sustainable use

Environmental costs, UAHm

 2007 2008 2009

Total 91.3 212.0 192.8
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SUSTAINABLE DEVELOPMENT

Waste utilisation

Emissions, tonnes 
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Land reclamation

Land reclamation, ha

2007 2008 2009

15.9

13.8

15.1
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FINANCIAL STATEMENTS

DTEK Holdings B.V.

International Financial Reporting Standards

Special Purpose Consolidated Financial Statements and

Independent Auditor’s Report

31 December 2009
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders and the Board of Directors of DTEK Holdings B.V.
We have audited the accompanying special purpose consolidated financial statements of DTEK Holdings B.V. (the “Company”)
and its subsidiaries (the “Group”), which comprise the consolidated balance sheet as of 31 December 2009 and the consolidated
income statement, consolidated statement of comprehensive income, consolidated statement of changes in equity and consoli-
dated cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the rpecial purpose consolidated financial statements
Management is responsible for the preparation and fair presentation of these special purpose consolidated financial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing, implementing and maintain-
ing internal control relevant to the preparation and fair presentation of special purpose consolidated financial statements that are
free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and mak-
ing accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility
Our responsibility is to express an opinion on these special purpose consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the special purpose consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the special purpose con-
solidated financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the special purpose consolidated financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the special pur-
pose consolidated financial statements 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 entity’s internal control. An audit also includes evaluating the ap-
propriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the special purpose consolidated financial statements.

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

Opinion
In our opinion, the accompanying special purpose consolidated financial statements present fairly, in all material respects, the fi-
nancial position of the Group as of 31 December 2009, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards.

19 March 2010

Limited Liability Company Audit Firm
PricewaterhouseCoopers (Audit)
75 Zhylyanska Str.
Kyiv, 01032, Ukraine
Telephone +380 44 490 6777
Facsimile +380 44 490 6738
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DTEK HOLDINGS B.V.
SPECIAL PURPOSE CONSOLIDATED BALANCE SHEET

Note 31 December 31 December
In millions of Ukrainian Hryvnia 2009 2008

ASSETS
Non-current assets
Property, plant and equipment 9 10,954 10,583
Intangible assets 10 700 674
Investments in associates 11 3,025 2,811
Financial investments 12 1,054 1,268
Deferred income tax asset 34 428 229
Other non-current assets 16 22

Total non-current assets 16,177 15,587

Current assets
Inventories 13 633 614
Trade and other receivables 14 2,070 995
Current income tax prepayments — 22
Financial investments 12 595 257
Cash and cash equivalents 15 739 595

Total current assets 4,037 2,483

TOTAL ASSETS 20,214 18,070

EQUITY
Share capital 16 — —
Share premium 16 9,909 —
Other reserves 17 (696) 7,545
Retained earnings 1,507 2,364

Net assets attributable to the equity holders 10,720 9,909
Minority interest in equity 73 80

TOTAL EQUITY 10,793 9,989

LIABILITIES
Non-current liabilities
Liability to minority participants 18 2 2
Borrowings 19 807 992
Other financial liabilities 20 221 267
Indebtedness under amicable agreement 21 126 116
Government grants 22 42 76
Retirement benefit obligations 23 1,379 1,051
Provisions for other liabilities and charges 24 160 215
Deferred income tax liability 34 959 917

Total non-current liabilities 3,696 3,636

Current liabilities
Borrowings 19 3,621 2,739
Other financial liabilities 20 607 200
Prepayments received 80 55
Trade and other payables 25 1,055 1,176
Current income tax payable 205 33
Other taxes payable 26 157 242

Total current liabilities 5,725 4,445

TOTAL LIABILITIES 9,421 8,081

TOTAL LIABILITIES AND EQUITY 20,214 18,070

Approved for issue and signed on behalf of the Board of Directors on 19 March 2010.

Maksym Timchenko
Director

FTC Trust B.V.
Director

The accompanying notes on pages 95 to 136 are an integral part of these financial statements.
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DTEK HOLDINGS B.V.
SPECIAL PURPOSE CONSOLIDATED INCOME STATEMENT

In millions of Ukrainian Hryvnia Note 2009 2008

Revenue 27 15,009 12,969
Cost of sales 28 (12,447) (9,921)

Gross profit 2,562 3,048
Other operating income 29 129 116
Distribution costs 30 (110) (77)
General and administrative expenses 31 (598) (532)
Other operating expenses 32 (192) (321)
Impairment of property, plant and equipment 9 — (354)
Net foreign exchange gain (other than on borrowings) 83 112

Operating profit 1,874 1,992
Foreign exchange losses less gains from borrowings (203) (1,307)
Finance income 33 71 64
Finance costs 33 (798) (469)
Share of result and impairment of associates 11 231 (32)

Profit before income tax 1,175 248
Income tax expense 34 (319) (129)

Profit for the year 856 119

Profit/(loss) is attributable to:
Equity holders of the Company 863 119
Minority interest (7) —

Profit for the year 856 119

SPECIAL PURPOSE CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
In millions of Ukrainian Hryvnia 2009 2008

Profit for the period 856 119
Other comprehensive income
Financial investments:

– Fair value loss (Note 17) (109) (905)
– Disposals or transfer of AFS to associates (Note 17) — (752)

Property, plant and equipment:
– Revaluation (Note 9) — 3,862
– Change in estimate for asset retirement obligation (Note 24) 59 (57)

Income tax relating to components of other comprehensive income (Note 34) (2) (821)

Total comprehensive income for the period 804 1,446

Total comprehensive income attributable to:

Equity holders of the Company 811 1,408
Minority interest (7) 38

Total comprehensive income for the period 804 1,446

The accompanying notes on pages 95 to 136 are an integral part of these financial statements.
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SPECIAL PURPOSE CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to equity holders of the Company

Share Share Other Retained Minority Total
In millions of Ukrainian Hryvnia capital capital reserves earnings Total interest Equity

Balance at 1 January 2008 — — 4,775 2,265 7,040 29 7,069

Total comprehensive income for 2008 — — 1,289 119 1,408 38 1,446

Capital contributions (Note 16)
– reinvestment of dividends — — 466 — 466 — 466
– conversion of shareholder obligations to equity — — 1,406 — 1,406 — 1,406
Property, plant and equipment: — —
– Realised revaluation reserve — — (522) 522 — — —
– Deferred tax related to realised revaluation reserve — — 131 (131) — — —
Acquisition of subsidiaries — — — — — 13 13
Share of results of associate while accounted — — — 55 55 — 55
for as AFS (Note 11)
Dividends declared (Note 16) — — — (466) (466) — (466)

Balance at 31 December 2008 — — 7,545 2,364 9,909 80 9,989

Total comprehensive income for 2009 — — (52) 863 811 (7) 804

Incorporation of DTEK Holdings B.V. (Note 16) — 9,909 (7,545) (2,364) — — —
Property, plant and equipment:
– Realised revaluation reserve — — (859) 859 — — —
– Deferred tax related to realised revaluation reserve — — 215 (215) — — —

Balance at 31 December 2009 — 9,909 (696) 1,507 10,720 73 10,793

The accompanying notes on pages 95 to 136 are an integral part of these financial statements.
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DTEK HOLDINGS B.V.
SPECIAL PURPOSE CONSOLIDATED CASH FLOW STATEMENT

In millions of Ukrainian Hryvnia Note 2009 2008

Cash flows from operating activities
Profit before income tax 1,175 248
Adjustments for:
Depreciation and impairment of property, plant and equipment and amortisation 1,429 1,080
of intangibles, net of amortisation of government grants
Excess of interest in fair value of entities’ net assets acquired over the cost of investment — (1)
Impairment of property, plant and equipment — 354
Losses less gains on disposals of property, plant and equipment 32 17 46
Assets received free of charge 29 (28) (34)
Gain from sale of investments available-for-sale — (1)
Impairment of trade and other receivables 29, 32 (55) 114
Change in provisions for other liabilities and charges (3) 16
Net increase in retirement benefit obligation 23 250 348
Extinguishment of accounts payable (1) (1)
Share of result and impairment of associates 11 (231) 32
Unrealised result on associate 11 (5) 16
Unrealised foreign exchange loss 86 1,084
Realised foreign exchange loss on financing activities 114 181
Finance costs, net 33 727 405

Operating cash flows before working capital changes 3,475 3,887
Increase in trade and other receivables (353) (15)
(Decrease)/Increase in inventories 19 (99)
increase/(Decrease) in prepayments received 25 (2)
(Decrease)/Increase in trade and other payables (102) 50
(Decrease) in other financial liabilities (6) (15)
(Decrease)/Increase in taxes payable (85) 68

Cash generated from operations 2,973 3,874
Income taxes paid (284) (624)
Defined employee benefits paid 23 (144) (112)
Interest paid (423) (289)
Interest received 24 43

Net cash generated from operating activities 2,146 2,892

Cash flows from investing activities
Purchase of property, plant and equipment and intangible assets (1,893) (1,733)
Proceeds from sale of property, plant and equipment 3 4
Purchase of financial investments (469) (1,359)
Proceeds from sale of financial investments 28 34
Acquisition of minority interest and subsidiary — (4)
Acquisition of deposit certificates (187) —
Dividends received from associates 29 —
Deposits placed (177) (422)
Deposits received 176 339

Net cash used in investing activities (2,490) (3,141)

Cash flows from financing activities
Proceeds from borrowings 3,160 2,713
Repayment of borrowings (2,699) (2,275)
Repayment of debts under amicable agreement (16) (4)
Resale of bonds of own issue 26 —

Net cash generated from financing activities 471 434

Net increase in cash and cash equivalents 127 185
Cash and cash equivalents at the beginning of the year 15 595 368
Exchange gains/(losses) on cash and cash equivalents 3 42

Cash and cash equivalents at the end of the year 15 725 595

The accompanying notes on pages 95 to 136 are an integral part of these financial statements.
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DTEK HOLDINGS B.V.
NOTES TO THE SPECIAL PURPOSE CONSOLIDATED FINANCIAL STATEMENTS —
31 DECEMBER 2009

1. The organisation and its operations

DTEK Holdings B.V. (the “Company”) is a private limited liability company incorporated in the Netherlands on 16 April 2009. As
further disclosed in Note 16, the Company was formed through the contribution by System Capital Management Limited and In-
vestcom Services Limited of their 100% equity interest in DTEK Holding Limited, a Cyprus registered entity and predecessor to
the Company. The Company and its subsidiaries (together referred to as “the Group” or “DTEK”) are ultimately owned by
JSC System Capital Management (“SCM”), registered in Ukraine, which is ultimately controlled by Mr. Rinat Akhmetov.
Mr. Akhmetov has a number of other business interests outside of the Group. Related party transactions are detailed in Note 8.

DTEK is a vertically integrated power generating and distribution group. Its principal activities are coal mining for further supply to
its power generating facilities and finally distribution of electricity to end customers primarily in Ukraine. The Group’s coal mines
and power generation plants are located in the Donetsk, Dnipropetrovsk and Lugansk regions of Ukraine. The Group sells all elec-
tricity generated to Energorynok SE, the state-owned electricity metering and distribution pool, at prices determined based on the
competitive pool model adopted by the National Electricity Regulatory Committee of Ukraine. The Group’s distribution entities
then repurchase electricity for supply to final customers.

The principal subsidiaries are presented below:

Name % interest held as at 31 December Segment Country

2009 2008 of incorporation

DTEK Holdings Limited 100.00 100.00 Management Cyprus
DTEK LLC 100.00 100.00 Management Ukraine
DTEK Corporation 98.64 98.64 Management Ukraine
Pavlogradugol OJSC 99.92 99.92 Coal Mining Ukraine
Komsomolets Donbassa OJSC 94.64 94.64 Coal Mining Ukraine
Eastenergo LLC 100.00 100.00 Power generation Ukraine
Tehrempostavka LLC 100.00 100.00 Power generation Ukraine
Servis-Invest LLC 100.00 100.00 Electricity distribution Ukraine
PES-Energougol OJSC 91.12 91.12 Electricity distribution Ukraine
CCM Kurahovskaya LLC 99.00 99.00 Coal Mining Ukraine
CCM Pavlogradskaya LLC 99.00 99.00 Coal Mining Ukraine
Mospino CPE LLC 99.00 99.00 Coal Mining Ukraine
CCM Dobropolskaya LLC 60.06 60.06 Coal Mining Ukraine
CCM Oktyabrskaya LLC 60.85 60.85 Coal Mining Ukraine
Pershotravensky RMZ LLC 99.92 99.92 Coal Mining Ukraine
Sotsis LLC 99.00 99.00 Other Ukraine
Ekoenergoresurs LLC 99.00 99.00 Coal Mining Ukraine
Servis Enterprise LLC 99.00 99.00 Other Ukraine
DTEK Trading LLC* 100.00 — Coal Mining Ukraine
* – Entity created by the Group in 2009.

The Company is registered at Schiphol Boulevard 231 Tower B, 5th floor, 1118BH, Luchthaven Schiphol, the Netherlands.
The principal place of business of its operating subsidiaries is 11 Shevchenko blvd, 83055 Donetsk, Ukraine.

As at 31 December 2009, the Group employed approximately 42 thousand people (31 December 2008: 44 thousand people).
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DTEK HOLDINGS B.V.
NOTES TO THE SPECIAL PURPOSE CONSOLIDATED FINANCIAL STATEMENTS —
31 DECEMBER 2009

2. Operating environment of the Group

The Ukrainian economy is vulnerable to market downturns and slowdowns elsewhere in the world. The ongoing global financial
crisis has resulted in considerable instability in the capital markets, significant deterioration in the liquidity of banks, much tighter
credit conditions where credit is available, and a significant devaluation of the national currency against other major currencies. In
the fourth quarter of 2008, international agencies began to downgrade the country's credit ratings. Whilst the Ukrainian Govern-
ment is introducing various stabilising measures aimed at providing liquidity and supporting debt re-financing for Ukrainian banks,
there continues to be uncertainty regarding access to capital and its cost to the Group.

The deterioration of the global steel markets and decline in commodity prices has particularly impacted the demand for Ukrainian
production, which in turn reduced the demand for the Group's energy supplies. In addition, the customers of the Group may also
have been affected by the deterioration in their own liquidity, which could in turn impact their ability to repay amounts due to the
Group. To the extent that information is available, the Group has reflected revised estimates of expected future cash flows in its
impairment assessment. These factors could affect the Group's financial position, results of operations and business prospects.

These financial statements have been prepared on a going concerns basis that contemplates the realisation of assets and satis-
faction of liabilities and commitments in the normal course of business. The Group operates in a regulated market and accordingly
its ability to increase prices for electricity supplied are limited in the short-term. The Group is therefore constantly working with its
leaders to extend the maturity of its debt portfolio beyond the original maturity dates or negotiate new facilities. Furthermore, the
Group has rationalised its capital expenditures and its discretionary investment programs.

Management believes it is taking appropriate measures to support the sustainability of the Group's business in the current cir-
cumstances.

3. Summary of significant accounting policies

Basis of preparation. DTEK Holdings B.V. will prepare its first statutory financial statements for the 19 months to 31 December
2010. These consolidated financial statements prepared using the predecessor basis for the year ended 31 December 2009 are
considered “special purpose financial statements” until the statutory financial statements are prepared. These consolidated finan-
cial statements have been prepared on the basis that DTEK Holdings B.V. is the successor to DTEK Holdings Limited and ac-
cordingly comparative information has been presented.

These special purpose consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) using the historical cost convention, as modified by the revaluation of property, plant and equipment, and cer-
tain financial instruments measured in accordance with the requirements of IAS 39 “Financial instruments: recognition and meas-
urement”. The principal accounting policies applied in the preparation of these financial statements are set out below. These poli-
cies have been consistently applied to all the periods presented, unless otherwise stated (refer to Note 5, Adoption of New or Re-
vised Standards and Interpretations).

Use of estimates. The preparation of financial statements in accordance with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise judgement in the process of applying the Group‘s accounting policies. The ar-
eas, involving a high degree of judgement, complexity, or areas where assumptions and estimations are significant to the financial
statements are disclosed in Note 4.

Functional and presentation currency. Items included in the financial statements of each of the Group’s entities are measured
using the currency of the primary economic environment in which the Group operates (“the functional currency”). The consolidat-
ed financial statements are presented in Ukrainian Hryvnia (“UAH”), which is the Company’s functional and the Group’s presenta-
tion currency.

Transactions denominated in currencies other than the relevant functional currency are translated into the functional currency, us-
ing the exchange rate prevailing at the date of the transaction. Foreign exchange gains and losses, resulting from settlement of
such transactions and from the translation of foreign currency denominated monetary assets and liabilities at year end, are recog-
nised in the income statement. Translation at year end does not apply to non-monetary items including equity investments. The
effects of exchange rate changes on the fair value of equity securities are recorded as part of the fair value gain or loss.

Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale are analysed be-
tween translation differences resulting from changes in the amortised cost of the security, and other changes in the carrying
amount of the security. Translation differences related to changes in amortised cost are recognised in profit or loss, and other
changes in carrying amount are recognised in equity.

Translation differences on non-monetary financial assets and liabilities are reported as part of the fair value gain or loss. Transla-
tion differences on non-monetary financial assets and liabilities such as equities held at fair value through profit or loss are recog-
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DTEK HOLDINGS B.V.
NOTES TO THE SPECIAL PURPOSE CONSOLIDATED FINANCIAL STATEMENTS —
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nised in profit or loss as part of the fair value gain or loss. Translation differences on non-monetary financial assets such as equi-
ties classified as available-for-sale are included in the available-for-sale reserve in equity.

As at 31 December 2009, the exchange rate used for translating foreign currency balances was USD 1 = UAH 7.99 (31 Decem-
ber 2008: USD 1 = UAH 7.70); EUR 1 = UAH 11.45 (31 December 2008: EUR 1 = UAH 10.86). Exchange restrictions in Ukraine
are limited to compulsory receipt of foreign receivables within 90 days of sales. Foreign currency can be easily converted at a rate
close to the National Bank of Ukraine rate. At present, the UAH is not freely convertible outside Ukraine.

Consolidated financial statements. Subsidiaries are those companies and other entities (including special purpose entities) in
which the Group, directly or indirectly, has an interest of more than one half of the voting rights or otherwise has power to govern
the financial and operating policies so as to obtain economic benefits. Subsidiaries are consolidated from the date on which con-
trol is transferred to the Group (acquisition date) and are deconsolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an acquisition is measured
at the fair value of the assets given up, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus
costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a busi-
ness combination are measured at their fair values at the acquisition date, irrespective of the extent of any minority interest. The
excess of the cost of acquisition over the fair value of the net assets of the acquiree at each exchange transaction represents
goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recog-
nised directly in the income statement.

Inter-company transactions, balances and unrealised gains on transactions between Group companies are eliminated; unrealised
losses are also eliminated unless the cost cannot be recovered. Accounting polices of subsidiaries have been changed where
necessary to ensure consistency with the polices of the Group.

Minority interest is that part of the net results and of the net assets of a subsidiary, including the fair value adjustments, which is
attributable to interests which are not owned, directly or indirectly, by the Group. Minority interest forms a separate component of
the Group’s equity.

Common control business combinations. Purchases of subsidiaries from parties under common control are recorded using
the predecessor values, in a manner similar to the pooling of interests method. Under this method the financial statements of the
entity are presented as if the businesses had been consolidated from the beginning of the earliest period presented (or the date
that the entities were first under common control, if later). The assets and liabilities of the subsidiary transferred under common
control are at the predecessor entity’s carrying values. The difference between the consideration given and the aggregate carrying
value of the assets and liabilities (as of the date of the transaction) of the acquired entity is recorded as an adjustment to equity.
No additional goodwill is created by such purchases.

Purchases of minority interests. The Group has acquired minority shareholdings in its subsidiaries. Where such transactions
are with parties under the common control of the ultimate shareholder, the difference between the carrying value of a minority in-
terest and the amount paid to acquire it is recorded as a debit or credit in additional paid-in capital in the statement of changes in
equity. Where such transactions are with third parties, the difference is recorded as goodwill or negative goodwill.

Investments in associates. Associates are entities over which the Group has significant influence, but not control, generally pre-
sumed for 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 recorded at cost adjusted for the Group’s share of the net assets after acquisition, as well
as any impairment charges. When the Group’s share of losses in an associate equals or exceeds its interest in the associate, in-
cluding any other unsecured accounts receivable, 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.

Segment reporting. Operating segments are reported in a manner consistent with the internal reporting provided to the Group’s
chief operating decision maker. Segments whose revenue, result or assets are ten percent or more of all the segments are report-
ed separately.

Property, plant and equipment. The Group uses the revaluation model to measure property, plant and equipment. Fair value
was based on valuations by external independent valuers. The frequency of revaluation will depend upon the movements in the
fair values of the assets being revalued. The independent valuation of the fair value of the Group’s property, plant and equipment
was performed as of 1 August 2008. Subsequent additions to property plant and equipment are recorded at cost. Cost includes
expenditure directly attributable to acquisition of the items. The cost of self-constructed assets includes the cost of materials, di-
rect labour and an appropriate proportion of production overheads. Starting from 1 January 2009 the cost of acquired and self-
constructed qualifying assets includes borrowing costs.
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3. Summary of Significant Accounting Policies (Continued)

The increase in the carrying amounts resulting from revaluation are credited to other reserves in equity. Decreases that offset pre-
viously recognised increases of the same asset are charged against other reserves directly in equity; all other decreases are
charged to the income statement. However, to the extent that an impairment loss on the same revalued asset was previously
recognised in the income statement, a reversal of that impairment loss is also recognised in the income statement. Each year the
difference between depreciation based on the revalued carrying amount of the asset charged to the income statement and depre-
ciation based on the asset’s original cost is transferred from other reserves to retained earnings.

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for separately, is cap-
italized with the carrying amount of the replaced component being written off. Other subsequent expenditure is capitalized only
when it increases the future economic benefits embodied in the item of property, plant and equipment. All other expenditure is
recognized in the consolidated income statement as an expense when incurred.

Property, plant and equipment are derecognized upon disposal or when no future economic benefits are expected from the con-
tinued use of the asset. Gains and losses on disposals determined by comparing proceeds with carrying amount of property,
plant and equipment are recognised in the consolidated income statement. When revalued assets are sold, the amounts included
in other reserves are transferred to retained earnings.

Depreciation. Depreciation is charged to the consolidated income statement on a straight-line basis to allocate costs of individ-
ual assets to their residual value over their estimated useful lives. Depreciation commences on the date of acquisition or, in re-
spect of internally constructed assets, from the time an asset is completed and ready for use. The estimated useful lives are as
follows:

Useful lives in years

Mining assets from 20 to 60
Buildings and structures from 10 to 50
Plant and machinery from 2 to 30
Furniture, fittings and equipment from 2 to 15

Construction in progress represents the cost of property, plant and equipment, including advances to suppliers, which has not yet
been completed. No depreciation is charged on such assets until they are available for use.

Mining assets include mineral licences, which were acquired by the Group and which have finite useful lives. Mineral licenses are
stated at cost less accumulated amortisation and accumulated impairment losses, and are amortised on a straight-line basis over
the estimated useful life.

Asset retirement obligations. According to the Code on Mineral Resources, Land Code of Ukraine, Mining Law, Law on Pro-
tection of Land and other legislative documents, the Group is responsible for site restoration and soil rehabilitation upon abandon-
ing of its mines. Estimated costs of dismantling and removing an item of property, plant and equipment are added to the cost of
an item of property, plant and equipment when the item is acquired, and corresponding obligation is recognised. Changes in the
measurement of an existing asset retirement obligation, that result from changes in the estimated timing or amount of the out-
flows, or from changes in the discount rate used for measurement, are recognised in the income statement or, to the extent of
any revaluation balance existence in respect of the related asset other reserves. Provisions in respect of abandonment and site
restoration are evaluated and re-estimated annually, and are included in these consolidated financial statements at each balance
sheet date at their expected net present value, using discount rates which reflect the economic environment in which the Group
operates.

Goodwill. Goodwill represents the excess of the cost of an acquisition over the fair value of the acquirer’s share of the net identifi-
able assets, liabilities and contingent liabilities of the acquired subsidiary or associate at the date of exchange. Goodwill on acqui-
sitions of subsidiaries is included in Intangible assets in the balance sheet. Goodwill on acquisitions of associates is included in the
investment in associates. Goodwill is carried at cost less accumulated impairment losses, if any.

Goodwill is allocated to cash generating units for the purposes of impairment testing. The allocation is made to those cash gener-
ating units or groups of cash generating units that are expected to benefit from the business to which the goodwill arose.

Other intangible assets. All of the Group’s other intangible assets have definite useful lives and primarily include capitalised
computer software. Acquired computer software are capitalised on the basis of the costs incurred to acquire and bring them to
use. Other intangible assets are carried at cost less accumulated amortisation and impairment losses, if any. If impaired, the carry-
ing amount of intangible assets is written down to the higher of value in use and fair value less costs to sell.

Impairment of non-financial assets. Assets that have an indefinite useful life, for example goodwill, are not subject to amortisa-
tion and are tested annually for impairment. Assets that are subject to depreciation are reviewed for impairment whenever events
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and changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the
amount by which the assets carrying amount exceeds its recoverable amount. The recoverable amount is the higher of fair value
less cost to sell and value in use. For purposes of assessing impairment, assets are grouped to the lowest levels for which there
are separately identifiable cash flows (cash generating unit). Non-financial assets, other than goodwill, that have suffered impair-
ment are reviewed for possible reversal of the impairment at each reporting date.

Classification of financial assets. The Group classifies its financial assets into the following measurement categories: (a) loans
and receivables; (b) available-for-sale financial assets.

Loans and receivables include financial receivables created by the Group by providing money, goods or services directly to a
debtor, other than those receivables which are created with the intention to be sold immediately or in the short term, or which are
quoted in an active market. Loans and receivables comprise primarily loans, trade and other accounts receivable including pur-
chased loans and promissory notes. All other financial assets are included in the available-for-sale category.

Sale and repurchase agreements and lending of securities. Sale and repurchase agreements (“repo agreements”) which ef-
fectively provide a lender’s return to the counterparty are treated as secured financing transactions. Securities sold under such
sale and repurchase agreements are not derecognised. The securities are not reclassified in the balance sheet unless the transfer-
ee has the right by contract or custom to sell or repledge the securities, in which case they are reclassified as repurchase receiv-
ables. The corresponding liability is presented within amounts due to other banks or other borrowed funds.

Initial recognition of financial instruments. The Group’s principal financial instruments comprise available-for-sale invest-
ments, loans and borrowings, cash and cash equivalents and short-term deposits. The Group has various other financial instru-
ments, such as trade debtors and trade creditors, which arise directly from its operations.

The Group’s financial assets and liabilities 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.

Where available-for-sale investments are acquired from parties under the common control of the ultimate shareholder, and the dif-
ference between the amount paid to acquire the instrument and its fair value in substance represents a capital contribution or dis-
tribution, such difference is recorded as a debit or credit in other reserves in equity.

All purchases and sales of financial instruments that require delivery within the time frame established by regulation or market con-
vention (“regular way” purchases and sales) are recorded at trade date, which is the date that the Group commits to deliver a fi-
nancial instrument. All other purchases and sales are recognised on the settlement date with the change in value between the
commitment date and settlement date not recognised for assets carried at cost or amortised cost, and recognised in equity for
assets classified as available-for-sale.

Subsequent measurement of financial instruments. Subsequent to initial recognition, the Group’s financial liabilities, loans
and receivables are measured at amortised cost. Amortised cost is calculated using the effective interest rate method and, for fi-
nancial assets, it is determined net of any impairment losses. Premiums and discounts, including initial transaction costs, are in-
cluded in the carrying amount of the related instrument and amortised based on the effective interest rate of the instrument.

The face values of financial assets and liabilities with a maturity of less than one year, less any estimated credit adjustments, are
assumed to be their fair values. The fair value of financial liabilities is estimated by discounting the future contractual cash flows at
the current market interest rate available to the Group for similar financial instruments.

Gains and losses arising from a change in the fair value of available-for-sale assets are recognised directly in equity. In assessing
the fair value of financial instruments, the Group uses a variety of methods and makes assumptions based on market conditions
existing at the balance sheet date.

When available-for-sale assets are sold or otherwise disposed of, the cumulative gain or loss recognised in equity is included in
the determination of net profit. When a decline in fair value of available-for-sale assets has been recognised in equity and there is
objective evidence that the assets are impaired, the loss recognised in equity is removed and included in the determination of net
profit, even though the assets have not been derecognised.

Interest income on available-for-sale debt securities is calculated using the effective interest method and recognised in the income
statement. Dividends on available-for-sale equity instruments are recognised in the consolidated income statement when the
Group’s right to receive payment is established and the inflow of economic benefits is probable.
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3. Summary of significant accounting policies (continued)

Impairment losses are recognised in the income statement when incurred as a result of one or more events that occurred after the
initial recognition of available-for-sale investments. A significant or prolonged decline in the fair value of an instrument below its
cost is an indicator that it is impaired. The cumulative impairment loss measured as the difference between the acquisition cost
and the current fair value, less any impairment loss on that asset previously recognised in the income statement, is removed from
equity and recognised in the income statement. Impairment losses on equity instruments are not reversed through the income
statement. If, in a subsequent period, the fair value of a debt instrument classified as available-for-sale increases and the increase
can be objectively related to an event occurring after the impairment loss was recognised in the income statement, the impairment
loss is reversed through current period’s income statement.

A provision for impairment of loans and accounts receivable is established when there is objective evidence that the Group will not
be able to collect all amounts due according to the original terms. The amount of the provision is the difference between the as-
set’s carrying amount and the present value of estimated future cash flows. The amount of the provision is recognised in the in-
come statement.

Derecognition of financial assets. The Group derecognises financial assets when (i) the assets are redeemed or the rights to
cash flows from the assets have otherwise expired or (ii) the Group has transferred substantially all the risks and rewards of own-
ership of the assets or (iii) the Group has neither transferred nor retained substantially all risks and rewards of ownership but has
not retained 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.

Income taxes. Income taxes have been provided for in the financial statements in accordance with Ukrainian or Cypriot legisla-
tion enacted or substantively enacted by the balance sheet date. The income tax charge comprises current tax and deferred tax
and is recognised in the income statement unless it relates to transactions that are recognised, in the same or a different period,
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 operating 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 subse-
quently for goodwill which is not deductible for tax purposes. Deferred tax balances are measured at tax rates enacted or sub-
stantively enacted at the balance sheet date which are expected to apply to the period when the temporary differences will re-
verse or the tax loss carry forwards will be utilised. Deferred tax assets and liabilities are netted only within the individual compa-
nies 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.

Deferred income tax is provided on post acquisition retained earnings and other post-acquisition movements in reserves of sub-
sidiaries, 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.

Inventories. Inventories are recorded at the lower of cost and net realisable value. The cost of inventory is determined on the first
in first out basis for raw materials and spare parts, weighted average cost for coal and specific identification principle for goods for
resale. The cost of work in progress comprises raw material, direct labour, other direct costs and related production overheads
(based on normal operating capacity) but excludes borrowing costs. Net realisable value is the estimated selling price in the ordi-
nary course of business, less the cost of completion and selling expenses.

Trade and other receivables. Trade and other receivables are recognised initially at fair value and subsequently measured at amor-
tised cost using the effective interest method, less provision for impairment. 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 receiv-
ables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and de-
fault or delinquency in payments are considered to be indicators that the trade receivable is impaired. 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 ef-
fective interest rate. The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss
is recognised in the income statement. When a trade receivable is uncollectible, it is written off against the allowance account for trade
receivables. Subsequent recoveries of amounts previously written off are credited in the income statement.

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
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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 charged to the income statement 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 prepay-
ment will not be received, the carrying value of the prepayment is written down accordingly and a corresponding impairment loss
is recognised in the income statement.

Promissory notes. Some purchases may be settled by promissory notes or bills of exchange, which are negotiable debt instru-
ments. Purchases settled by promissory notes are recognised based on management’s estimate of the fair value to be given up
in such settlements. The fair value is determined with reference to observable market information.

Long-term promissory notes are issued by Group entities as payment instruments, which carry a fixed date of repayment and
which the supplier can sell in the over-the-counter secondary market. Promissory notes issued by the Group are carried at amor-
tised cost using the effective interest method.

Group entities also accept promissory notes from customers (both those issued by customers and third parties) as settlement of
accounts receivable. Promissory notes issued by customers or issued by third parties are carried at amortised cost using the ef-
fective interest method. A provision for impairment of promissory notes is established when there is objective evidence that the
Group will not be able to collect all amounts due according to the original terms. The amount of the provision is the difference be-
tween the asset’s carrying amount and the present value of estimated future cash flows, discounted at the original effective inter-
est rate.

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call with banks, and other short-
term highly liquid investments with original maturities of three months or less. 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
consolidated cash flow statement. Balances restricted from being exchanged or used to settle a liability for at least twelve months
after the balance sheet date are included in other non-current assets.

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 presented in the notes as share premium.

Dividends. Dividends are recognised as a liability and deducted from equity at the balance sheet date only if they are declared
before or on the balance sheet date. Dividends are disclosed when they are proposed before the balance sheet date or proposed
or declared after the balance sheet date but before the consolidated financial statements are authorised for issue.

Value added tax (“VAT”). In Ukraine VAT is levied at two rates: 20% on sales and imports of goods within the country, works
and services and 0% on the export of goods and provision of works or services to be used outside Ukraine. A taxpayer’s VAT lia-
bility equals the total amount of VAT collected within a reporting period, and arises on the earlier of the date of shipping goods to
a customer or the date of receiving payment from the customer. A VAT credit is the amount that a taxpayer is entitled to offset
against his VAT liability in a reporting period. Rights to VAT credit arise when a VAT invoice is received, which is issued on the ear-
lier of the date of payment to the supplier or the date goods are received. VAT related to sales and purchases is recognised in the
consolidated balance sheet on a gross basis and disclosed separately as an asset and liability. Where provision has been made
for impairment of receivables, the impairment loss is recorded for the gross amount of the debtor, including VAT.

Borrowings and other financial liabilities. Borrowings and other financial liabilities are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently stated at amortised cost using the effective interest method

Government grants. Grants from the government are recognised at their fair value where there is reasonable assurance that the
grant will be received and that the Group will comply with all attached conditions. Government grants relating to the purchase of
property, plant and equipment are included in non-current liabilities as deferred income and are credited to the income statement
on a straight-line basis over the expected lives of the related assets. Government grants relating to an expense item are recog-
nised as income over the period necessary to match the grant on a systematic basis to the costs that it is intended to compen-
sate.

Trade and other payables. Trade and other payables are recognised and initially measured under the policy for financial instru-
ments mentioned above. Subsequently, instruments with a fixed maturity are re-measured at amortized cost using the effective in-
terest rate method. Amortized cost is calculated by taking into account any transaction costs and any discount or premium on
settlement. Financial liabilities which do not have a fixed maturity are subsequently carried at fair value.

Prepayments received. Prepayments received are carried at amounts originally received.
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3. Summary of significant accounting policies (continued)

Provisions for liabilities and charges. Provisions for liabilities and charges are provisions for environmental restoration, restruc-
turing costs and legal claims which are recognised when the Group has a present legal or constructive obligation as a result of
past events, and it is probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the
amount can be made. Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with
respect to any one item included in the same class of obligations may be small.

Where the Group expects a provision to be reimbursed, for example under an insurance contract, the reimbursement is recog-
nised as a separate asset but only when the reimbursement is virtually certain.

Contingent assets and liabilities. A contingent asset is not recognised in the financial statements but disclosed when an inflow
of economic benefits is probable.

Contingent liabilities are not recognised in the financial statements unless it is probable that an outflow of economic resources will
be required to settle the obligation and it can be reasonably estimated. Contingent liabilities are disclosed unless the possibility of
an outflow of resources embodying economic benefits is remote.

Revenue recognition. The Group sells all electricity produced by its electricity generation plants to Energorynok, a state-owned
electricity distribution monopoly, at prices determined based on the competitive pool model adopted by the National Electricity
Regulatory Committee of Ukraine. Revenue from the sale of electricity is the value of units supplied during the year and includes
an estimate of the value of units supplied to customers between the date of their last meter reading and the year end.

Revenues from sales of goods are recognised at the point of transfer of risks and rewards associated with ownership of goods. If
the goods are transported to a specified location, revenue is recognised when the goods are passed to the customer at the desti-
nation point. Revenues are measured at the fair value of the consideration received or receivable, and are shown net of value
added tax and discounts.

The Group also engages in sale and purchase transactions to manage tax cash flows. Such transactions are not revenue generat-
ing to the Group and accordingly such sales and purchases are presented on a net basis in other operating income or expenses.
Accounts receivable and payable from such transactions are presented on a gross basis.

Recognition of expenses. Expenses are recorded on an accrual basis. The cost of goods sold comprises the purchase price,
transportation costs, commissions relating to supply agreements and other related expenses.

Finance income and costs. Finance income and costs comprise interest expense on borrowings, losses on early repayment of
loans, interest income on funds invested, income on origination of financial instruments, unwinding of interest of the pension obli-
gation and asset retirement provision, and foreign exchange gains and losses.

Borrowing costs that relate to assets that take a substantial period of time to construct are capitalised as part of the cost of the
asset. All other interest and other costs incurred in connection with borrowings are expensed using the effective interest rate
method.

Interest income is recognised as it accrues, taking into account the effective yield on the asset.

Management incentive program. In January 2009, the Group introduced a long-term incentive bonus program for top execu-
tives. This cash-settled share based compensation is based upon 2% of the Group’s incremental value (net worth) increase over a
benchmark amount, assessed at the vesting dates of 31 December 2010 and 31 December 2012. The total long term incentive
pool is capped at USD 100 million. The valuation of the Group as of the respective dates would be performed by quoted price, if
the Group's shares are publicly traded, or by the Supervisory Board decision based on internationally recognised non-public entity
valuation practices.

The Group measures the fair value of the services received based on the fair value of the award to be given at the reporting date.
The Group remeasures the fair value of the awards for the top executives at each reporting date until settlement. Until the award
is settled, the Group presents the cash-settled award as a liability and not within equity. The fair value of the liability at the report-
ing date is calculated by applying the Black – Scholes model with reference to the share price, exercise price, expected volatility
of the Group's international peers.

Employee benefits: Defined Contributions Plan. The Group makes statutory contributions to the Social Insurance Fund, Pen-
sion Fund and Insurance Against Unemployment Fund of Ukraine in respect of its employees. The contributions are calculated as
a percentage of current gross salary, and are expensed when incurred. Discretionary pensions and other post-employment bene-
fits are included in labour costs in the consolidated income statement.
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Employee benefits: defined benefit plan. Certain entities within the Group participate in a mandatory State defined retirement
benefit plan, which provides for early pension benefits for employees working in certain workplaces with hazardous and unhealthy work-
ing conditions. The Group also provides lump sum benefits upon retirement subject to certain conditions. The liability recognised in the
balance sheet in respect of the defined benefit pension plan is the present value of the defined benefit obligation at the balance sheet
date, less adjustments for unrecognised actuarial gains or losses and past service costs. The defined benefit obligation is calculated an-
nually by actuaries using the Projected Unit Credit Method. The present value of the defined benefit obligation is determined by dis-
counting the estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency in
which the benefits will be paid, and that have terms to maturity approximating the terms of the related pension liability. Actuarial gains
and losses arising from experience adjustments and changes in actuarial assumptions in excess of 10% of the defined benefit obligation
are charged or credited to income over the employees’ expected average remaining working lives. Past service costs are recognised
immediately in income, unless the changes to the pension plan are conditional on the employees remaining in service for a specified pe-
riod of time (the vesting period). In this case, the past service costs are amortised on a straight-line basis over the vesting period.

Changes in presentation. Where necessary, corresponding figures have been adjusted to conform to changes in the presenta-
tion in the current year.

4. Critical accounting estimates and judgements

The Group makes estimates and assumptions that affect the reported 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, includ-
ing 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. Judgements that have the
most significant effect on the amounts recognised in the consolidated financial statements and estimates that can cause a signifi-
cant adjustment to the carrying amount of assets and liabilities within the next financial year include:

Impairment of available-for-sale equity investments. The Group determines that available-for-sale equity investments are
impaired when there has been a significant or prolonged decline in the fair value below its cost. This determination of what is sig-
nificant or prolonged requires judgement. In making this judgement, the Group evaluates among other factors, the volatility in
share price and liquidity in the Ukrainian markets. In addition, impairment may be appropriate when there is evidence of changes
in technology or a deterioration in the financial health of the investee, industry and sector performance, or operational or financing
cash flows. Had all the declines in fair value below cost been considered significant or prolonged, the Group would have suffered
an additional loss for the year of UAH 422 million (2008: 348 million).

Fair value of available-for-sale equity investments. The fair values of available-for-sale equity investments that are not quot-
ed in active markets are determined by independent investment companies using different valuation techniques. Management has
reviewed the investment companies’ underlying assumptions used by the investment companies in the valuation models and con-
firmed that major underlying assumptions such as growth rates, expected margins, discount rates, etc, have been appropriately
determined considering the market conditions as at the balance sheet date. Management considers that changing the underlying
assumptions not supported by observable market data to a reasonably possible alternative in the valuation models would not re-
sult in a significantly different valuation.

Impairment of property, plant and equipment and goodwill. The Group is required to perform impairment tests for its cash-gen-
erating units. One of the determining factors in identifying a cash-generating unit is the ability to measure independent cash flows for
that unit. For many of the Group’s identified cash-generating units a significant proportion of their output is input to another cash-gener-
ating unit.

The Group also determines whether goodwill is impaired at least on an annual basis. This requires estimation of the value in use of
the cash-generating units to which goodwill is allocated. Estimating value in use requires the Group to make an estimate of ex-
pected future cash flows from the cash-generating unit and also to choose a suitable discount rate in order to calculate the pres-
ent value of those cash flows.

The recoverable amount of goodwill and cash-generating units were estimated based on a value in use calculation. Additional in-
formation is disclosed in Notes 9 and 10.

Revaluation of property, plant and equipment. As at 1 August 2008, the Group’s management decided to carry out the
revaluation of property, plant and equipment based on changes in economic conditions of business environment and an increase
of the inflation rate. Fair value of property, plant and equipment and remaining useful lives as at 31 August 2008 were determined
by an independent appraiser. The carrying value and depreciation of property, plant and equipment are effected by the estimates
of replacement cost, depreciated replacement cost and remaining useful life. Changes in these assumptions could have a material
impact to the fair value of property, plant and equipment (Note 9). No independent revaluation was performed in 2009, however
management believes, based on internal assessment, that the fair value of property, plant and equipment does not differ signifi-
cantly from the recorded carrying amounts as at 31 December 2009.
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4. Critical accounting estimates and judgements (continued)

Revenue measurement. Revenue for electricity distribution includes an assessment of electricity supplied to customers be-
tween the date of the last meter reading and the year-end (unread). Unread electricity usage is estimated applying industry stan-
dards and using historical consumption patterns by the supplier. The judgements applied, and the assumptions underpinning
these judgements, are considered by management to be appropriate. However, a change in these assumptions would have an
impact on the amount of revenue recognised.

Impairment of trade and other accounts receivable. Management estimates the likelihood of the collection of trade and oth-
er accounts receivable based on an analysis of individual accounts. Factors taken into consideration include an ageing analysis of
trade and other accounts receivable in comparison with the credit terms allowed to customers, and the financial position of and
collection history with the customer. Should actual collections be less than management’s estimates, the Group would be re-
quired to record an additional impairment expense.

Post-employment and other employee benefit obligations. Management assesses post-employment and other employee
benefit obligations using the Projected Unit Credit Method based on actuarial assumptions which represent management’s best
estimates of the variables that will determine the ultimate cost of providing post-employment and other employee benefits. Since
the plan is administered by the State, the Group may not have full access to information and therefore assumptions regarding
when, or if, an employee takes early retirement, whether the Group would need to fund pensions for ex-employees depending on
whether that ex-employee continues working in hazardous conditions, the likelihood of employees transferring from State funded
pension employment to Group funded pension employment could all have a significant impact on the pension obligation. The
present value of the pension obligations depends on a number of factors that are determined on an actuarial basis using a num-
ber of assumptions. The major assumptions used in determining the net cost (income) for pensions include the discount rate and
expected salary increases. Any changes in these assumptions will impact the carrying amount of pension obligations. Since there
are no long-term, high quality corporate or government bonds issued in Ukrainian Hryvnias, significant judgement is needed in as-
sessing an appropriate discount rate. Key assumptions and sensitivities are presented in Note 23.

Deferred tax asset recognition. The net deferred tax asset represents income taxes recoverable through future deductions
from taxable profits and is recorded in the balance sheet. Deferred tax assets are recorded to the extent that realisation of the re-
lated tax benefit is probable. In determining future taxable profits and the amount of tax benefits that are probable in the future,
management makes judgements and applies estimation based on historic taxable profits and expectations of future income that
are believed to be reasonable under the circumstances.

Interest rates applied to long-term liabilities. Judgement has been used to estimate the fair value of long-term liabilities in the
absence of similar financial instruments. A change in the effective interest rates used in assessing the fair value of loans and bor-
rowings may have a material impact on the consolidated financial statements.

Tax legislation. Ukrainian tax, currency and customs legislation continues to evolve. Conflicting regulations are subject to varying
interpretations. Management believes its interpretations are appropriate and sustainable, but no guarantee can be provided
against a challenge from the tax authorities (Note 35).

Related party transactions. In the normal course of business the Group enters into transactions with related parties. Judgement is
applied in determining if transactions are priced at market or non-market rates, where there is no active market for such transactions.
Financial instruments are recorded at origination at fair value using the effective interest method. The Group’s accounting policy is to
record gains and losses on related party transactions, other than business combination or equity investments, in the income state-
ment. The basis for judgement is pricing for similar types of transactions with unrelated parties and an effective interest rate analysis.

Investment in Dniproenergo OJSC. As discussed in Note 11, the additional 34.24% share issue of Dniproenergo OJSC
(“Dniproenergo”) made in October 2007 was registered on 11 July 2008, taking the Company’s interest to approximately 47.5%,
and accordingly the Company has applied the equity method of accounting to its registered interest in Dniproenergo. However,
the additional share issue remains under legal challenge. If the courts ultimately rule against the share issue, the recoverability of
the Company’s investment, which totalled UAH 1,052 million as at 31 December 2009, may become doubtful. The Group’s com-
mitment to fund Dniproenergo’s investment program totalling UAH 1,010 million over the next 3 years is also contingent upon the
Group having ownership of the 34.24% shares.

5. Adoption of new or revised standards and interpretations

Certain new standards and interpretations have been published that are mandatory for the Group’s accounting periods beginning
on or after 1 January 2009 or later periods:

IFRS 8, Operating Segments. The Group has adopted IFRS 8 on 1 January 2009, and amended its comparative disclo-
sures to be consistent with the current presentation. IFRS 8 requires an entity to report financial and descriptive information
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about its operating segments in a manner similar to that used for internal management reporting purposes. IFRS 8 replaces
IAS 14, “Segment reporting”.

IAS 23, Borrowing costs. Effective 1 January 2009 the Group applies IAS 23 revised. The main change to IAS 23 is the removal
of the option of immediately expensing borrowing costs that relate to assets that take a substantial period of time to construct.
The group, therefore, capitalises such borrowing costs as part of the cost of the asset. The revised standard applies prospectively
to borrowing costs relating to qualifying assets for which the commencement date for capitalisation is on or after 1 January 2009.
During 2009, the Group capitalised UAH 11 million of interest. The capitalisation rate was 12%.

IAS 1, Presentation of financial statements. Effective 1 January 2009, the Group applies IAS 1 revised. The main change in
IAS 1 is classification of items in the income statement and statement of comprehensive income, segregating shareholder move-
ments from non-shareholder movements, The revised IAS 1 also introduces a requirement to present a statement of financial po-
sition (balance sheet) at the beginning of the earliest comparative period whenever the entity restates comparatives due to reclas-
sifications, changes in accounting policies, or corrections of errors.

Reclassification of Financial Assets—Amendments to IAS 39, Financial Instruments: Recognition and Measurement,
and IFRS 7, Financial Instruments: Disclosures and a subsequent amendment, Reclassification of Financial Assets:
Effective Date and Transition. The amendments allow entities the options to reclassify a financial asset if certain conditions are
met. The Group has not elected to make any of the optional reclassifications.

Improving Disclosures about Financial Instruments — Amendment to IFRS 7, Financial Instruments: Disclosures, is-
sued in March 2009. The amendment requires enhanced disclosures about fair value measurements and liquidity risk. The Group
has disclosed an analysis of financial instruments using a three-level fair value measurement hierarchy. The amendment (a) clarifies
that the maturity analysis of liabilities should include issued financial guarantee contracts at the maximum amount of the guarantee
in the earliest period in which the guarantee could be called; and (b) requires disclosure of remaining contractual maturities of fi-
nancial derivatives if the contractual maturities are essential for an understanding of the timing of the cash flows.

IFRIC 18, Transfers of Assets from Customers (effective for annual periods beginning on or after 1 July 2009). The interpreta-
tion clarifies the accounting for transfers of assets from customers, namely, the circumstances in which the definition of an asset
is met; the recognition of the asset and the measurement of its cost on initial recognition; the identification of the separately identi-
fiable services (one or more services in exchange for the transferred asset); the recognition of revenue, and the accounting for
transfers of cash from customers. IFRIC 18 is not expected to have material impact on the Group’s financial statements.

6. New accounting pronouncements

Listed below are new standards and interpretations that have been published and are mandatory for the Group accounting peri-
ods beginning on or after 1 January 2010 or later periods and which the Group has not early adopted:
� IAS 27, Consolidated and Separate Financial Statements (revised January 2008; effective for annual periods beginning on

or after 1 July 2009).
� IFRS 3, Business Combinations (revised January 2008; effective for business combinations for which the acquisition date is

on or after the beginning of the first annual reporting period beginning on or after 1 July 2009).
� Amendment to IAS 24, Related Party Disclosures (issued in November 2009 and effective for annual periods beginning on

or after 1 January 2011).
� Improvements to International Financial Reporting Standards (issued in April 2009; amendments to IFRS 2, IAS 38,

IFRIC 9 and IFRIC 16 are effective for annual periods beginning on or after 1 July 2009; amendments to IFRS 5, IFRS 8, IAS 1,
IAS 7, IAS 17, IAS 36 and IAS 39 are effective for annual periods beginning on or after 1 January 2010).

� IFRS 9, Financial Instruments Part 1: Classification and Measurement (effective for annual periods beginning on or after
1 January 2013).

� Additional Exemptions for First-time Adopters — Amendments to IFRS 1, First-time Adoption of IFRS (effective for
annual periods beginning on or after 1 January 2010).

� Classification of Rights Issues — Amendment to IAS 32 (issued 8 October 2009; effective for annual periods beginning on
or after 1 February 2010).

� Eligible Hedged Items — Amendment to IAS 39, Financial Instruments: Recognition and Measurement (effective with
retrospective application for annual periods beginning on or after 1 July 2009).

� Group Cash-settled Share-based Payment Transactions — Amendments to IFRS 2, Share-based Payment (effective
for annual periods beginning on or after 1 January 2010).

� IFRIC 17, Distribution of Non-Cash Assets to Owners (effective for annual periods beginning on or after 1 July 2009).
� IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments (effective for annual periods beginning on or after

1 July 2010).

Unless otherwise described above, the new standards and interpretations are not expected to significantly affect the Group’s fi-
nancial statements.



Fi
na

nc
ia

lS
ta

te
m

en
ts

In
ve

st
m

en
ts

an
d

A
ss

et
s

B
us

in
es

s
O

ve
rv

ie
w

C
om

pa
ny

P
ro

fil
e

106 ANNUAL REPORT DTEK 2009

DTEK HOLDINGS B.V.
NOTES TO THE SPECIAL PURPOSE CONSOLIDATED FINANCIAL STATEMENTS —
31 DECEMBER 2009

7. Segment information

The management has determined the operating segments based on reports reviewed by the Supervisory board. The Supervisory
board considers the business from a product perspective taking into account the vertical integration of the Group.

The Supervisory board assesses the performance of the operating segments based on a measure of the IFRS operating profit.
Transfer pricing is excluded from intersegment revenue and cost of sales for segment presentation purposes. Other information
provided to the Supervisory Board is consistent with that in these financial statements.

The Group is organised on the basis of three main business segments:
� Coal mining and enrichment
� Power generation
� Electricity distribution

The Group’s mining and power generation operations are vertically integrated and while the operating businesses are organised
and managed separately, with each segment offering different products and serving different markets, there remains significant in-
ter-dependence between the segments. The primary reporting format, business segments, is based on the Group’s management
and internal reporting structure. Inter-segment pricing may not be determined on an arm’s length basis. Segment results, assets
and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. Unallo-
cated items comprise mainly income-earning assets and revenue, interest-bearing loans, borrowings and expenses, and corpo-
rate assets and expenses. Segment revenue includes transfer between business segments. Those transfers are eliminated on
consolidation.

Segment information for the main reportable business segments of the Group for the year ended 31 December 2009 is as follows:

Coal Power Electricity
In millions of Ukrainian Hryvnia mining generation distribution Other Elimination Total

2009
Sales – external 4,711 5,604 4,672 22 — 15,009
Sales to other segments 2,253 1 357 183 (2,794) —

Total revenue 6,964 5,605 5,029 205 (2,794) 15,009
Segment results 870 1,218 100 51 (118) 2,121
Unallocated expenses (247)
Operating profit 1,874
Finance costs, net (727)
Foreign exchange losses less gains (203)
from borrowings
Share of result of associates 231
Profit before income tax 1,175

As at 31 December 2009
Segment assets 8,086 6,218 995 376 (1,388) 14,287
Investments in associates — 2,614 398 13 — 3,025
Available for sale investments — 784 270 — — 1,054
Current/deferred tax assets 428
Other unallocated assets 1,420
Total assets 20,214

Capital expenditure 1,357 438 89 16 1,900
Depreciation and amortisation 1,053 242 123 20 1,438
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Segment information for the main reportable business segments of the Group for the year ended 31 December 2008 is as follows:

Coal Power Electricity
In millions of Ukrainian Hryvnia mining generation distribution Other Elimination Total

2008
Sales – external 3,450 5,682 3,736 101 — 12,969
Sales to other segments 2,491 2 297 151 (2,941) —

Total revenue 5,941 5,684 4,033 252 (2,941) 12,969
Segment result 1,099 1,248 (1) (26) (135) 2,185
Unallocated expenses (193)
Operating profit 1,992
Finance costs, net (405)
Foreign exchange loss (1,307)
Share of result of associates (32)
Profit before income tax 248

As at 31 December 2008
Segment assets 7,409 4,743 966 162 (341) 12,939
Investments in associates — 2,739 51 21 — 2,811
Available for sale investments — 904 364 — — 1,268
Current/deferred tax assets 251
Other unallocated assets 801
Total assets 18,070

Capital expenditure 1,352 419 107 12 — 1,890
Depreciation and amortisation 747 233 91 11 — 1,082
Impairment of property, 331 (20) 42 1 — 354
plant and equipment

Customers concentration, exceeding 10% of total revenues is presented below:

In millions of Ukrainian Hryvnia Coal Power Electricity
mining generation distribution Other Total

2009
Energorynok SE — 5,543 — — 5,543
Dniproenergo OJSC 2,692 — — — 2,692
Entities under common control of SCM 810 — 2,426 — 3,236

Total 3,502 5,543 2,426 — 11,471

2008
Energorynok SE — 5,665 — — 5,665
Dniproenergo OJSC 1,687 — — — 1,687
Entities under common control of SCM 1,482 — 1,943 — 3,425

Total 3,169 5,665 1,943 — 10,777

Geographical information

In millions of Ukrainian Hryvnia 2009 2008

Ukraine 14,671 12,883
Other countries 338 86

Total consolidated revenues 15,009 12,969
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8. Balances and Transactions with Related Parties 

Related parties are defined in IAS 24, Related Party Disclosures. Parties are generally considered to be related if one party has the abil-
ity to control the other party, is under common control, or can exercise significant influence or joint control over the other party in mak-
ing financial and operational decisions. In considering each possible related party relationship, attention is directed to the substance of
the relationship, not merely the legal form. The Group’s immediate parent and ultimate controlling party are disclosed in Note 1. 

The nature of the related party relationships for those related parties with whom the Group entered into significant transactions
or had significant balances outstanding at 31 December 2009 are detailed below. At 31 December, the outstanding balances
with related parties were as follows: 

2009 2008
Entities under Associates Entities under  Associates

common common 
In millions of Ukrainian Hryvnia control of SCM control of SCM

Gross amount of trade and other receivables 470 242 155 186
Promissory notes receivable 3 — 3 3
Financial aid provided 26 — 14 —
Deposits placed with a maturity of more than three months 86 — — —
Loans granted and interest accrued 5 1 — 2
Prepayment for financial investments 107 — — —
Cash and cash equivalents – current account 202 — 175 —
Investment obligation relating to Dniproenergo:
– Non-current — (157) — (222)
– Current — (307) — (200)
Bonds issued (UAH denominated bearing interest at 15%) 12 — — —
Trade and other payables (86) — (79) —
Prepayments received (1) — — —
Loan received (US dollar denominated interest-free) (300) — — —
Promissory notes issued — — (5) —

The income and expense items with related parties for the years ended 31 December were as follows:

2009 2008
Entities under Associates Entities under Associates

common common 
In millions of Ukrainian Hryvnia control of SCM control of SCM

Sales of electricity 2,426 — 1,943 —
Sales of coking coal 810 — 1,482 —
Sales of steam coal — 2,692 5 847
Sales of inventory 4 2 25 1
Sales of services — — 15 1
Purchase of coal — — — (6)
Purchase of goods for resale (846) — (186) —
Purchase of raw materials and equipment (74) (5) (133) —
Purchase of electricity — — — (4)
Purchase of services (25) — (18) (11)
Interest income on bank deposits 8 — 5 —
Interest expense on promissory notes payable (Note 33) — — (1) —
Interest expense on bonds issued — — (52) —
Interest expense on long-term payables (1) — (3) —
Gain on initial recognition of promissory note 11 — — —
Interest income on loans provided 5 — — —
Loss on sale of promissory note (4) — — —

Revenue, trade and other receivable
The trade receivable balances as at 31 December 2009 due from entities under common control and an associates are non-inter-
est bearing. The balances outstanding from related parties as at 31 December 2009 and 2008 are unsecured and settlements are
made either in cash, in the form of a debt set-off or by means of exchanging promissory notes issued by the settling counterpar-
ties or third parties to the transaction. The Group created no provision for impairment of accounts receivable due from related par-
ties as of 31 December 2009 and 2008.

As at 31 December 2009, UAH 2,000 million of intragroup sales of coal are pledged as collateral for bank borrowings. 
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Purchases, trade and other payables
Purchases and outstanding trade and other payables as at 31 December 2009 and 2008 comprised balances due to related par-
ties for supplies of iron shoring for mines, raw materials and steaming coal. Balances payable are non-interest bearing and are re-
payable in the normal course of business. 

Key management personnel compensation
Key management personnel consist of nine top executives (2008: eight top executives). In 2009 total compensation to key man-
agement personnel included in administrative expenses amounted to UAH 40 million (2008: UAH 28 million). Compensation to the
key management personnel consists of salary, bonus payments and termination benefits.

Effective 1 January 2009, the Group entered into a management incentive program with certain top executives. Under the program,
top executives are entitled to 2% of the Group’s incremental value (net worth) increase over a benchmark amount. Total available un-
der the program is capped at USD 100 million. The valuation of the Group would be performed by quoted price, if the Group's
shares are publically traded, or by reference to independent appraisal using techniques approved by the Supervisory Board. 30%
of the bonus is payable based on the interim valuation date of 31 December 2010, the remaining 70% payable in 2012. 

9. Property, plant and equipment

Movements in the carrying amount of property, plant and equipment were as follows:

Furniture, 
Mining Buildings Plant and fittings and Construction

In millions of Ukrainian Hryvnia assets and structures machinery equipment in progress Total

At 1 January 2008
Cost 1,533 2,580 3,015 248 376 7,752
Accumulated depreciation (146) (203) (944) (106) — (1,399)

NBV at 1 January 2008 1,387 2,377 2,071 142 376 6,353

Acquisition of subsidiaries — 24 22 2 2 50
Additions 34 140 614 24 1,025 1,837
Disposals (7) (3) (24) (14) (1) (49)
Depreciation charge (128) (228) (697) (63) (1,116)
Revaluation surplus 683 1,220 1,725 113 121 3,862
Impairment (99) (53) (194) (6) (2) (354)
Transfer 161 44 328 45 (578) —
NBV at 31 December 2008 2,031 3,521 3,845 243 943 10,583
At 31 December 2008
Cost or valuation 2,088 3,644 4,227 317 943 11,219
Accumulated depreciation (57) (123) (382) (74) — (636)

NBV at 31 December 2008 2,031 3,521 3,845 243 943 10,583

Additions 21 50 1,535 64 195 1,865
Disposals — (3) (14) (2) (1) (20)
Depreciation charge (157) (318) (927) (72) — (1,474)
Revaluation surplus — — — — — —
Impairment — — — — — —
Transfer 79 68 263 17 (427) —
NBV at 31 December 2009 1,974 3,318 4,702 250 710 10,954
At 31 December 2009
Cost or valuation 2,188 3,757 5,995 384 710 13,034
Accumulated depreciation (214) (439) (1,293) (134) — (2,080)

NBV at 31 December 2009 1,974 3,318 4,702 250 710 10,954

NBV without revaluation at:
31 December 2008 1,248 762 1,942 110 647 4,709

31 December 2009 1,219 776 3,003 141 563 5,702

During 2008, the Group engaged independent appraisers to determine the fair value of its property, plant and equipment. Fair val-
ue was determined with reference to depreciated replacement cost or market-based evidence, in accordance with International
Valuation Standards. 
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9. Property, plant and equipment (continued)

The majority of the structures, plant and machinery are specialised in nature and are rarely sold in the open market in Ukraine oth-
er than as part of a continuing business. The market for similar property, plant and equipment is not active in Ukraine and does
not provide a sufficient number of sales of comparable assets for using a market-based approach for determining fair value. Con-
sequently, the fair value of structures, plant and machinery was primarily determined using depreciated replacement cost. This
method considers the cost to reproduce or replace the property, plant and equipment, adjusted for physical, functional or eco-
nomic depreciation, and obsolescence.

The depreciated replacement cost was estimated based on internal sources and analysis of Ukrainian and international markets
for similar property, plant and equipment. Various market data were collected from published information, catalogues, statistical
data etc, and industry experts and suppliers..

As a result of the revaluation exercise, a revaluation surplus of UAH 3,862 million and specific impairments of UAH 354 million
were recorded in 2008. 

As at 31 December 2009, buildings, plant and machinery carried at UAH 2,966 million (31 December 2008: UAH 1,265 million)
have been pledged to third parties as collateral for loans and borrowings (Note 19).

In 2009, the depreciation expense of UAH 1,391 million (2008: UAH 1,060 million), net of amortisation of government grants, was
included in cost of sales, UAH 20 million (2008: UAH 17 million) in general and administrative expenses, UAH 6 million (2008:
UAH 3 million) in distribution expenses, and UAH 12 million (2008: UAH 5 million) in other operating expenses. 

10. Intangible assets 

As at 31 December, intangible assets comprise:

In millions of Ukrainian Hryvnia 2009 2008

Goodwill 633 633
Other intangible assets 67 41

Total 700 674

Goodwill Impairment Test 
Goodwill is allocated to cash-generating units (“CGUs”) which represent the lowest level within the Group at which the goodwill is
monitored by management. Management divided the business into two main CGUs to which goodwill was allocated: 

In millions of Ukrainian Hryvnia 2009 2008

Coal mining 590 590
Energy distribution 43 43

Total 633 633

The recoverable amount has been determined based on a value in use calculation. Cash flow projections, based on financial
budgets approved by senior management covering a five-year period, and third party prices were used to determine projected
sales. Cash flows beyond the five-year period are extrapolated using the estimated growth rates stated below. The following table
summarises key assumptions on which management has based its cash flow projections to undertake the impairment testing of
goodwill. 
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2009 2008

Coal mining
Pre-tax discount rate 23%–16% 29%–14%
Revenue growth rate for the five-year period 5%–30% (15%)–20%
Revenue growth rate after the five-year period 4–5% 1–6%
Gross margin 25% 30%

Energy distribution — PES-Energougol
Pre-tax discount rate 23%–16% 29%–14%
Revenue growth rate for the five-year period 6%–17% 6%–29%
Revenue growth rate after the five-year period 7–10% 1–5%
Gross margin 15% 7%

The financial crisis and slow down in global growth has had a significant impact on the Group. In assessing goodwill impairment
management used a multi-period discount rate ranging from 23% in 2010 to 17% in 2012, which stabilizes at 16% in 2013 and
onwards. 

The values assigned to the key assumptions represent management’s assessment of future trends in the business and are based
on both external and internal sources. 

During 2009 and 2008, the movements of other intangible assets, primary software and associated rights, were as follows:

Accumulated 
amortisation 

In millions of Ukrainian Hryvnia Cost and impairment Net book value

As at 1 January 2008 13 (3) 10
Additions/(Charge) for the year 42 (5)
Disposals (6) —

As at 31 December 2008 49 (8) 41

Additions/(Charge) for the year 35 (9)

As at 31 December 2009 84 (17) 67

11. Investments in associates

The table below summarises the movements in the carrying amount of the Group’s investment in associates. 

In millions of Ukrainian Hryvnia 2009 2008

Carrying amount at 1 January 2,811 85
Acquisition of associates — 1,552
Additional contribution to associate 7 —
Transfer from AFS investment to associate — 1,190
Transfer of associates to subsidiaries — (23)
Share of after tax results of associates 1,105 (32)
Share of results of associate while accounted for as AFS — 19
Share in revaluation reserves of associates while accounted for as AFS — 36
Unrealised profit on operations with associate 5 (16)
Impairment of associate (874) —
Dividends declared by associate (29) —

Carrying amount at 31 December 3,025 2,811
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11. Investments in associates (continued)

The Group’s interests in its principal associates and their summarised financial information is presented below:

In millions of Ukrainian Hryvnia Country % Carrying Total Total  Profit/ 
of incorporation of ownership value assets liabilities Revenue (loss)

2009
Dniproenergo Ukraine 47.55% 2,614 2,371 1,452 4,212 (210)
Donetskoblenergo JSC Ukraine 30.59% 398 1,383 2,328 3,144 3,992
Other Ukraine various 13 52 16 — (52)

Total 3,025

2008
Dniproenergo Ukraine 47.50% 2,739 2,544 1,354 4,698 (63)
Donetskoblenergo JSC Ukraine 30.59% 51 1,150 6,101 3,003 (19)
Other Ukraine various 21 21 9 — —

Total 2,811

Dniproenergo
In 2003, Dniproenergo, a majority State owned power generating company located in Zaporizhzhya, was under external manage-
ment in accordance with the Law of Ukraine # N 2343-XII dated 14 May 1992 on Restoring debtor’s solvency or declaring a
debtor bankrupt. In 2007 the Group actively participated in assisting Dniproenergo emerge from bankruptcy. In June 2007 the Ar-
bitration Court approved the creditor committee’s amicable agreement for restructuring Dniproenergo’s obligations and bringing
the entity back to solvency. In accordance with this amicable agreement, in October 2007 the Group’s subsidiaries Pavlogradugol
OJSC and Komsomolets Donbassa OJSC contributed UAH 1,052 million in cash to a special purpose entity which was then
merged with Dniproenergo. In exchange Pavlogradugol and Komsomolets Donbassa each received a 17.12% interest in
Dniproenergo. The majority of these funds were used to repay the creditors while the remaining contribution would be used to
fund working capital. Further, the amicable agreement required Pavlogradugol and Komsomolets Donbassa to commit to funding
Dniproenergo’s investment program totalling UAH 1,010 million for the period 2008 through 2012.

Subsequent to approval of the above amicable agreement, various parties challenged the legality of the amicable agreement,
such that the additional share issue could not be recognised by the share registrar. 

On 8 April 2008, the Courts cancelled the shareholder decisions on the additional share capital increase. At 31 December 2007, the
Group’s registered 18.19% interest (before dilution) in Dniproenergo was recorded at fair value of UAH 2,067 million. The UAH 1,052 mil-
lion paid to acquire the additional 34.24% interest was recorded as a prepayment for shares at cost. In addition, the investment commit-
ment of UAH 1,010 million was not recorded as a liability as it was considered linked to the issuance of the additional shares.

In March 2008, a new share registrar was appointed to record the share of Dniproenergo. In June 2008, the Courts overturned
the decision to cancel the share issue. The new registrar completed the recovery of Dniproenergo shareholders’ register in July
2008 and on 11 July 2008, Komsomolets Donbassa and Pavlogradugol received their share certificates for the additional 34.24%
share issue. 

The registration of the additional share issue in July 2008 results in DTEK's effective interest in Dniproenergo increasing to 46.98% (af-
ter dilution of the existing interest) and, as a result, the accounting treatment for the investment was changed from available-for-sale in-
vestment to investment in associates. Management has also assessed the fair value of 52.50% (share in associate which does not be-
long to the Group as at 31 December 2008) of its investment commitment at UAH 399 million (total commitment – UAH 1,010 million
at nominal value) and has included this in the cost of investments and recorded the associated liability (Note 20). 

On 24 March 2009, Dniproenergo held an Annual Shareholders Meeting. The shareholders voted in accordance with the registered
number of shares including the additional share issuance. A new share registrar, management and supervisory board members were
approved at the Shareholders Meeting. The Shareholders also approved dividends of UAH 61 million (UAH 10 per ordinary share). 

On 23 June 2009, the Court claimed technical deficiencies in the initial approval of the Dniproenergo additional share issue and
declared the Dniproenergo shareholders meeting which approved the additional share issue as void. However, management be-
lieves that this Court decision will not have a significant effect on the Group, following the Annual Shareholders Meeting where
97% of the shareholders voted in accordance with the registered number of shares including the disputed additional share is-
suance. The new share issue and associated share certificates issued by the new registrar continue to be challenged in Court by
a minority shareholder, however, recent Court hearing dated 5 March 2010 were resolved in favour of the Group. The Group will
continue defending its position and management believes that further Court hearings will be resolved in favour of the Group.

The Group continues to purchase additional shares in Dniproenergo and as at 31 December 2009, its interest totalled 47.55%.
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Impairment assessment for Dniproenergo
At 31 December 2009, the quoted market price for the Group's interest in Dniproenergo was UAH 1,950 million (31 December
2008 UAH 1,219 million). Due to the illiquid local capital markets, management has used the fair value approach involving valua-
tion techniques to assess impairment. 

The values assigned to the key assumptions represent management’s assessment of future trends in the business and are based
on both external and internal sources. The following table summarises key assumptions on which management has based its
cash flow projections to undertake the impairment assessment of its investment: .

2009 2008

Post-tax discount rate 23%–16% 29%–14%
Revenue growth rate 2009–2014 11–19% 9–19%
Revenue growth rate 2014 – onwards 2–5% 1–4%
Gross margin 20% 27%

No impairment was recognised as a result of the assessment. 

Donetskoblenergo 
Donetskoblenergo JSC (“Donetskoblenergo”) is an electricity distribution company located in the Donetsk region of Ukraine. Dur-
ing 2000–2005, Donetskoblenergo accumulated significant obligations to Energorynok for the purchase of electricity for supply to
final customers who defaulted on payment.

During 2009, Donetskoblenergo negotiated a restructuring of these obligations to Energorynok, which totalled UAH 3,595 million
as at 31 December 2008. Under the Court approved restructuring plan, these obligations will be repaid, without interest, in instal-
ments through 2032. The renegotiation was accounted for as an extinguishment of the original obligation and the recognition of
a new obligation. Management have assessed the fair value of the payment schedule using an effective interest rate of 19% and
recorded a UAH 3,443 million gain on the initial recognition of the new financial instrument. Further, Donetskoblenergo has re-
versed all accrued provision for penalties and fines payable to Energorynok totalling UAH 1,687 million, and accrued UAH 765 mil-
lion for possible tax claims. Consequently, the Group’s share in the financial results of Donetskoblenergo totalling UAH 1,221 mil-
lion was recognised in the income statement. 

Impairment assessment for Donetskoblenergo 
Due to the illiquid local capital markets, management has used the fair value approach involving valuation techniques to assess
the possible impairment of Donetskoblenergo.

The values assigned to the key assumptions represent management’s assessment of future trends in the business and are based
on both external and internal sources. The following table summarises key assumptions on which management has based its
cash flow projections to undertake the impairment testing of its investment in the associate.

2009

Post-tax discount rate 28%–14%
Revenue growth rate 2010–2015 5%–23%
Revenue growth rate 2015 – onwards 5%
Gross margin 12%

As a result of this assessment, UAH 874 million of the impairment charge was recognised in the income statement.

12. Financial investments

As at 31 December, non-current financial investments comprise:

In millions of Ukrainian Hryvnia 2009 2008

Equity securities:
– qouted 784 900
– illiquid 252 349

Prepayment for other shares 15 19
Loans receivable 3 —

Total 1,054 1,268
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12. Financial Investments (Continued)

As a result of the recent volatility in financial markets, as discussed in Note 2, there are no longer regularly occurring transactions
in certain equity shares quoted on PFTS or Ukrainian Exchange, the Ukrainian stock exchange market, and accordingly fair value
of such Ukrainian electricity distribution companies have been determined by reference to the discounted operating cash flows of
the investee and other valuation techniques based on independent third party assessment. As at 31 December 2009, equity se-
curities with a carrying value of UAH 252 million (2008: UAH 349 million) have been determined by such valuation methods. The
fair value of the remaining available or sale securities have been determined based on quoted prices. 

The major assumptions used to determine the fair value using the valuation techniques include: 

2009 2008

Post-tax discount rate 16%–14% 28%–15%
EBIT growth rate 2010–2012 14%–43% (41%)–43%
Revenue growth rate 2013 – onwards 3% 3%
Gross margin 2010–2012 1%–4% 1%–4%
Gross margin 2013 – onwards 3%–5% 3%–5%

As at 31 December, current financial investments were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Deposits placed with a maturity of more than three months 142 31
Loans receivable (net of provision for impairment of UAH 17 million) 114 226
Prepayment for shares 339 —

Total 595 257

2009 2008
In millions of Ukrainian Hryvnia Other Deposits Other Deposits

Rating by Moody's Investors Service
– B1 rated — — — 1
– B3 rated — 128 — —
– Сaa2 rated — — — 30
Non-rated 453 14 226 —

Total 453 142 226 31

As at 31 December 2009, the Group prepaid UAH 339 million to various stockbrokers to acquire equity interest in other Ukrainian
energy companies. UAH 75 million from loans receivable are represented by financial aid provided for SCM companies. UAH 39
loan provided to the supplier of coal.

As at 31 December 2009, UAH 142 million of term deposits were pledged as collateral for borrowings (31 December 2008: 30).

The amount of the current financial investments is neither past due nor impaired. Carrying amounts of deposits and loans approxi-
mate their fair values.



Fi
na

nc
ia

l S
ta

te
m

en
ts

In
ve

st
m

en
ts

 a
nd

 A
ss

et
s

B
us

in
es

s 
O

ve
rv

ie
w

C
om

pa
ny

 P
ro

fil
e

ANNUAL REPORT DTEK 2009 115

DTEK HOLDINGS B.V.
NOTES TO THE SPECIAL PURPOSE CONSOLIDATED FINANCIAL STATEMENTS —
31 DECEMBER 2009

13. Inventories

As at 31 December, inventories were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Coal 253 341
Raw materials 150 122
Spare parts 152 109
Goods for resale 21 12
Work in process 57 30

Total inventories 633 614

The amount of inventory write down recognised as an expense in 2009 was UAH 17 million (2008: UAH 4 million). As at 31 De-
cember 2009 inventories with a value of UAH 228 million (31 December 2008: nil) have been pledged as collateral for borrowings.

14. Trade and other receivables

As at 31 December, current trade and other receivables were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Trade receivables 1,333 1,297
Less impairment provision (428) (488)

Trade receivables — net 905 809
Other financial receivables 218 147
Less impairment provision (89) (85)
Receivable for sale of financial instruments 428 53

Total financial assets 1,462 924
Prepayments to suppliers 572 70
Less impairment provision (4) (10)
VAT recoverable 15 3
Other 29 13
Less impairment provision (4) (5)

Total non-financial assets 608 71

Total trade and other receivables 2,070 995

As at 31 December 2009, 4% of trade and other receivables are denominated in USD (31 December 2008: nil). 

Included in prepayments at 31 December 2009 is UAH 235 million (net of VAT) advanced to a single supplier to secure the supply
of coal in 2010. 

The Group entered into commission transactions to purchase and export goods on behalf of SCM group entities for cash flow
management purposes and prepaid UAH 250 million (net of VAT) for goods for resale to SCM Group companies.

Movements in the impairment provision for trade and other receivables are as follows:

In millions of Ukrainian Hryvnia 2009 2008

Provision for impairment at 1 January 588 493
Provision for impairment during the year 145 134
Reversal of provision (200) (37)
Amounts written off during the year as uncollectible (8) (2)

Provision for impairment at 31 December 525 588
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14. Trade and other receivables (continued)

Analysis by credit quality of financial trade and other receivables is as follows:

2009 2008
Receivable Receivable 

for sale Other for sale Other 
Trade of financial financial Trade of financial financial

In millions of Ukrainian Hryvnia receivables instruments receivables receivables instruments receivables

Current and not impaired – exposure to
– Energorynok SE 415 — — 271 — —
– Large Ukrainian corporates 134 14 83 153 — 4
– Medium sized companies 105 334 14 86 53 7

Total current and not impaired 654 348 97 510 53 11

Past due but not impaired
– less than 30 days overdue 4 3 92 — 38
– 30 to 90 days overdue 157 — 2 137 — 1
– 90 to 180 days overdue — — 6 5 — 2
– 180 to 360 days overdue 6 76 20 21 — 2
– over 360 days overdue 88 — 1 44 — 8

Total past due but not impaired 251 80 32 299 — 51

Individually determined to be impaired (gross)
– less than 30 days overdue — — — — — —
– 30 to 90 days overdue — — — — — —
– 180 to 360 days overdue — — — — — —
– over 360 days overdue 428 — 89 488 — 85

Total individually impaired 428 — 89 488 — 85

Less impairment provision (428) — (89) (488) — (85)

Total 905 428 129 809 53 62

15. Cash and cash equivalents

As at 31 December, cash and cash equivalents were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Bank balances payable on demand 517 373
Term deposits with original maturity of less than three months 208 222
Restricted cash 14 —

Total cash and cash equivalents 739 595

As at 31 December 2009, cash and cash equivalents of UAH 253 million were denominated in US dollars (31 December 2008:
UAH 309 million). 

As at 31 December 2009, UAH 165 million of term deposits with original maturity of less than three months were pledged as
 collateral for borrowings or bank guarantees received (31 December 2008: nil).

As at 31 December 2009, UAH 14 million of cash is restricted in use under letter of credit arrangement. For the purposes of the
cash-flow statements this amount is not included in cash and cash equivalents balance. 
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The bank balances and term deposits are neither past due nor impaired. Analysis by credit quality of bank balances and term de-
posits is as follows:

2009 2008

Bank balances Bank balances 
payable Term Restricted payable Term

In millions of Ukrainian Hryvnia on demand deposits cash on demand deposits

Rating by Moody's Investors Service
– А1 rated — — — 10 —
– A3 rated 64 9 14 — 212
– Aa3 rated — 2 — — —
– B1 rated 1 — — 1 10
– Ba1 rated — — — 74 —
– B2 rated — 80 — 168 —
– B3 rated 441 107 — — —
– Caa2 rated — — — 120 —
Non-rated 11 10 — — —

Total 517 208 14 373 222

16. Share capital 

The authorised share capital of DTEK Holdings B.V. comprises 15,000 ordinary shares with a nominal value of EUR 10 per share.
All shares carry one vote. At 31 December 2009, the issued and fully paid share capital comprises 3,000 ordinary shares.

On 16 April 2009, DTEK Holdings B.V. was incorporated by System Capital Management Limited and Investcom Services Limited
(the existing shareholders of DTEK Holdings Limited and both ultimately wholly owned by JSC SCM), via a cash contribution of
EUR 30,000. On 26 May 2009, these shareholders contributed 100% of their equity interest in DTEK Holdings Limited to DTEK
Holdings B.V. at the historic carrying amount of UAH 9,909 million (EUR 912 million at the then effective exchange rate) as record-
ed at 31 December 2008 in the IFRS financial statements of DTEK Holdings Limited. This capital contribution was recorded as
share premium and other reserves and retained earnings in these consolidated financial statements have been adjusted accord-
ingly to reflect the new capital structure of DTEK Holdings B.V.

On 11 December 2008, DTEK Holdings Limited declared a dividend of USD 62 million (UAH 466 million), which was subsequently
reinvested by the shareholders. 

On 23 December 2008, DTEK Holdings Limited effectively received through a series of transactions with its shareholders a capital
contribution of UAH 1406 million via the effective conversion of shareholder obligations totalling UAH 1,406 million to equity. 
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17. Other reserves

Additional paid Revaluation 
In millions of Ukrainian Hryvnia in capital reserve AFS reserve Total

Balance at 1 January 2008 1,474 2,049 1,252 4,775
Financial investments:

– Fair value gains less losses — — (905) (905)
– Transfer of AFS to associates — — (752) (752)

Property, plant and equipment:
– Revaluation — 3,811 — 3,811
– Change in estimate relating to asset retirement — (57) — (57)

provision recorded in equity
– Realised revaluation reserve — (522) — (522)

Income tax recorded in equity — (777) 100 (677)
Share issue (Note 16) 1,872 — — 1,872

Balance at 31 December 2008 3,346 4,504 (305) 7,545
Incorporation of DTEK Holdings B.V. (Note 16) (7,545) — — (7,545)
Financial investments:

– Fair value gains less losses — — (109) (109)
Property, plant and equipment:

– Change in estimate relating to asset retirement — 59 — 59
provision recorded in equity

– Realised revaluation reserve — (859) — (859)
Income tax recorded in equity — 201 12 213

Balance at 31 December 2009 (4,199) 3,905 (402) (696)

During 2009, unrealised fair value loss on available-for-sale investments totalling UAH 109 million (2008: UAH 905 million) were
recorded directly in other reserves. 

During 2008, historic fair value gains totalling UAH 752 million related to Dniproenergo, while this asset was recorded as an invest-
ment, have been derecognised following its transfer to equity accounting.

Retained earnings of the Group represent the earnings of the Group entities from the date they have been established or acquired
by the entities under common control. Group subsidiaries distribute profits as dividends or transfer them to reserves on the basis
of their statutory financial statements prepared in accordance with local GAAP as appropriate. Ukrainian legislation identifies the
basis of distribution as retained earnings only, however this legislation and other statutory laws and regulations are open to legal
interpretation and, accordingly, management believes at present it would not be appropriate to disclose the amount of distrib-
utable reserves in these consolidated financial statements. 

18. Liability to minority participants

The minority interest in limited liability companies registered in Ukraine is classified as a liability in the Group’s consolidated finan-
cial statements and the income attributed to the minority participants is shown as a finance charge in the consolidated income
statement. 

19. Borrowings

In millions of Ukrainian Hryvnia 2009 2008

Non-current 
Bank borrowings 807 992

807 992
Current
Bank borrowings 3,596 2,726
Interest accrual 25 13

3,621 2,739

Total borrowings 4,428 3,731
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The Group’s borrowings are denominated in the following currencies:

In millions of Ukrainian Hryvnia 2009 2008

Borrowings denominated in: – UAH 484 337
– US dollars 2,514 2,387
– Euros 1,373 1,007
– Roubles 57 —

Total borrowings 4,428 3,731

The Group’s loans and borrowings maturity and re-pricing is as follows:

Maturity Interest re-pricing

In millions of Ukrainian Hryvnia 2009 2008 2009 2008

Loans and borrowings due:
– within 1 year 3,621 2,739 4,261 3,655
– between 1 and 5 years 807 992 167 76

Total borrowings 4,428 3,731 4,428 3,731

The effective interest rates and currency denomination of loans and borrowings as at the balance sheet date are as follows: 

2009 2008
In % per annum UAH USD EUR RUB UAH USD EUR RUB

Bank borrowings 14%– LIBOR EURIBOR 22% 14%-25% LIBOR EURIBOR —
26.5% 3m+3%– 6m+1.7%– 1m+4%– 1m+4.5%–

18% 18% LIBOR 18%
1m+12%

Total borrowings 484 2,514 1,373 57 337 2,387 1,007 —

As at 31 December 2009, borrowings totalling UAH 2,368 million (31 December 2008: UAH 1,023 million) were secured with
property, plant and equipment, financial investments, cash and cash equivalents and inventories (Notes 9, 12, 13 and 15).

20. Other financial liabilities

As at 31 December, non-current financial liabilities comprise:

In millions of Ukrainian Hryvnia 2009 2008

Investment obligation relating to Dniproenergo 156 222
Bonds issued 26 —
Restructured trade payables 17 45
Other payables 22 —

Total non-current other financial liabilities 221 267

As discussed in Note 11, upon recognition of the Group’s additional 34.24% interest in Dniproenergo, the Group has recorded
52,5% of its obligation to fund Dniproenergo’s investment program at a fair value of UAH 399 million (UAH 1,010 million at nominal
value of 100%). As at 31 December 2009 UAH 307 million is recorded as short-term. An expense associated with the unwinding of
discount on the investment obligation totalling UAH 41 million (2008: UAH 23 million) was included in finance costs (Note 33). 

As at 31 December, current financial liabilities of the Group comprise:

In millions of Ukrainian Hryvnia 2009 2008

Investment obligation relating to Dniproenergo 307 200
Interest-free loan from related parties 300 —

Total current other financial liabilities 607 200

The interest-free loan was received from a SCM subsidiary and was repaid in January 2010.
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21. Indebtedness under amicable agreement

In 2005, Pavlogradugol renegotiated the payment terms of its obligation totalling UAH 386 million over the period 2007 through
2019. The renegotiation was accounted for as an extinguishment of the original obligation and the recognition of a new obligation.
The obligation was recorded at fair value using an effective interest rate of 16%. 

A summary of the restructured obligations is presented below: 

2009 2008
In millions of Ukrainian Hryvnia Nominal Amortised Nominal Amortised 

value cost value cost

Promissory notes issued 220 126 236 116

Total indebtedness under amicable agreement 126 116

During 2009, included in finance costs is UAH 18 million (2008: UAH 16 million) related to the unwinding of the discount on this
restructured obligation.

22. Government grants

In 2004, Pavlogradugol received government grants to fund capital expenditures. Such amounts received were recorded as de-
ferred revenues and are being amortised to income over the useful lives of the assets. Since 2005, the Group has not received
any additional government grants.

Movements in government grants during 2009 and 2008 are summarised as follows: 

In millions of Ukrainian Hryvnia 2009 2008

As at 1 January 76 106
Expenditures incurred (3) (1)
Amortisation of government grants to match related depreciation (31) (29)

As at 31 December 42 76

23. Retirement benefit obligations

The Group’s production companies have a legal obligation to compensate the Ukrainian state pension fund for additional pen-
sions paid to certain categories of former employees of the Group. There are also lump sum benefits payable upon retirement and
post-retirement benefit programs.

In 2009 the defined benefit plan covers 44,000 people, including 7,090 ex-employees (2008: approximately 47,000 and 6,002 re-
spectively).

None of the employee benefits plans stated below are funded.

The defined employee benefit liability as at 31 December originated as follows:

In millions of Ukrainian Hryvnia 2009 2008

Present value of unfunded defined benefit obligations 1,655 2,041
Unrecognised net actuarial loss (22) (695)
Unrecognised past service cost (254) (295)

Liability in the consolidated balance sheet 1,379 1,051

Retirement benefits 1,311 1,658
Retirement benefits – coal support 270 310
Lump sum payments 74 73

Total balance sheet obligations 1,655 2,041
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The amounts recognised in the income statement were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Current service cost 138 67
Interest cost 222 118
Recognised past service cost 41 205
Recognized actuarial losses 74 76
Curtailment (3) —

Total 472 466

Changes in the present value of the defined benefit obligation were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Defined benefit obligation as at 1 January 2,041 1,320
Current service cost 138 67
Past service cost — 500
Acquisition of subsidiaries — 19
Actuarial (gains)/losses (599) 129
Interest cost 222 118
Benefits paid (144) (112)
Curtailment (3) —

Defined benefit obligation as at 31 December 1,655 2,041

The movement in the present value of the liability recognised in the consolidated balance sheet was as follows:

In millions of Ukrainian Hryvnia 2009 2008

As at 1 January 1,051 678
Acquisition of subsidiaries — 19
Benefits paid (144) (112)
Net expense recognised in the income statement 472 466

As at 31 December 1,379 1,051

Past service cost arose as a result of changes in the pension legislation introduced in 2008, which increased the benefits payable.
To the extent that the benefits were already vested immediately following the changes to a defined benefit plan, past service cost
was recognized in 2008 financial statements in the amount of UAH 205 million with the remaining UAH 295 million past service
cost being recognised as an expense on a straight-line basis over the average period until the benefits become vested. In 2009
UAH 41 million of past service cost was recognised in income statement.

The estimation of pension obligations requires significant judgement (see Note 4), the principal actuarial assumptions used were
as follows:

2009 2008

Nominal discount rate 15% 11%
Nominal salary increase 9% 9%
Nominal pension entitlement increase 9% 9%

The sensitivity of the defined benefit obligation to changes in the principal assumptions are as follows:

2009 2008

Nominal discount rate increase/decrease by 1% (6.48%)/7.18% (7.83%)/9.00%
Nominal salary increase increase/decrease by 1% 7.17%/(6.37%) 7.17%/(6.37%)
Employee turnover increase/decrease by 1% (0.13%)/0.14% (0.06%)/0.07%

Experience adjustments for 2009 do not exceed UAH 599 million (2008: UAH 402 million). Payments in respect of post-employment
benefit plan obligations expected to be made during the year ending 31 December 2010 are UAH 181 million (2009: UAH 163 million).
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24. Provisions for other liabilities and charges

Movements in provisions for liabilities and charges are as follows:

Assets retirement Provision Other 
In millions of Ukrainian Hryvnia provision for legal claims provisions Total

At 1 January 2008 129 8 — 137
Change in estimates 57 — — 57
Arising during the year 12 8 7 27
Unwinding of discount 5 — — 5
Utilised (3) (1) (7) (11)

At 31 December 2008 200 15 — 215

Change in estimates (59) — — (59)
Arising during the year 3 2 — 5
Unwinding of discount 6 — — 6
Reversal of provision — (4) — (4)
Utilised (3) — — (3)

At 31 December 2009 147 13 — 160

The assets retirement provision is attributable to the mining and energy generating activities of the Group resulting from the obli-
gation to dismantle and remove the mines and remediate soils disturbed by the underground works and ash dumps.

The decrease of the asset retirement obligation was recorded in other reserves as the Group uses the fair value model to measure
property, plant and equipment (Note 17).

Key assumptions used to calculate asset retirement provision were as follows: 

2009 2008

Pre-tax discount rate 15% 15%
Inflation long-term 4% 7%
Inflation middle-term 8% 12%

25. Trade and other payables 

As at 31 December trade and other payables were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Trade payables 431 572
Wages and salaries payable 126 136
Liabilities for purchased securities 43 102
Promissory notes payable 6 11
Liabilities for purchased property, plant and equipment 191 183
Other creditors 78 21

Total financial payables 875 1,025

Accruals for employees’ unused vacations 174 148
Other payables 6 3

Total non-financial payables 180 151

Total 1,055 1,176
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Liabilities Accrued 
Trade Wages Liabilities Promissory for purchased liabilities 

payables and salaries for purchased notes property, plant and other 
In millions of Ukrainian Hryvnia payable securities payable and equipment creditors

2009
Currency analysis:

UAH denominated 424 126 43 6 151 78
USD denominated 6 — — — — —
EUR denominated 1 — — — 28 —
RUB denominated — — — — 12 —

Total 431 126 43 6 191 78

Future undiscounted cash flow analysis:
Up to 3 months 414 126 43 6 157 72
From 3 to 6 months 1 — — — 2 —
From 6 to 12 months 16 — — — 32 6

Total 431 126 43 6 191 78

2008
Currency analysis:

UAH denominated 570 136 100 11 37 18
USD denominated 2 — 2 — — —
EUR denominated — — — — 146 3

Total 572 136 102 11 183 21

Future undiscounted cash flow analysis:
Up to 3 months 570 136 76 11 149 17
From 3 to 6 months — — 26 — 34 4
From 6 to 12 months 2 — — — — —

Total 572 136 102 11 183 21

26. Other taxes payable 

As at 31 December other taxes payable were as follows:

In millions of Ukrainian Hryvnia 2009 2008

Payroll taxes 53 52
Value-added tax 41 139
Other taxes 63 51

Total other taxes payable 157 242

27. Revenue 

Analysis of revenue by category is as follows:

In millions of Ukrainian Hryvnia 2009 2008

Sale of electricity to electricity pool 5,543 5,665
Sale of steaming and coking coal 4,678 3,407
Sale of electricity to final customers 4,672 3,736
Sales of merchandise products 8 89
Other sales 108 72

Total 15,009 12,969
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27. Revenue (continued)

Analysis of revenue by regions is as follows:

In millions of Ukrainian Hryvnia 2009 2008

Domestic sales 14,671 12,883
Export sales 338 86

Total 15,009 12,969

28. Cost of sales

In millions of Ukrainian Hryvnia 2009 2008

Cost of electricity purchased for resale 4,353 3,482
Staff cost, including payroll taxes 2,647 2,675
Raw materials 2,325 1,799
Depreciation of property, plant and equipment net of amortisation and government grants 1,391 1,060
Cost of coal purchased for resale 754 37
Transportation services and utilities 608 481
Taxes, other than income tax 174 141
Equipment maintenance and repairs 103 102
Production overheads 99 81
Cost of merchandise 6 83
Change in finished goods and work in progress (15) (35)
Other costs 2 15

Total 12,447 9,921

29. Other operating income

In millions of Ukrainian Hryvnia 2009 2008

Reversal of provision for impairment of trade and other receivables and prepayments made 55 —
Assets received free of charge 28 34
Income from recovery on previously written off trade receivables 23 5
Gain on sales of inventory 3 21
Sales of services — 32
Other 20 24

Total 129 116

30. Distribution costs

In millions of Ukrainian Hryvnia 2009 2008

Transportation 64 46
Staff cost, including payroll taxes 16 16
Depreciation 6 3
Other costs 24 12

Total 110 77
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31. General and administrative expenses

In millions of Ukrainian Hryvnia 2009 2008

Staff cost, including payroll taxes 357 324
Professional fees 126 99
Office costs 53 31
Depreciation 20 17
Transportation 14 14
Taxes, other than income tax 7 11
Other costs 21 36

Total 598 532

32. Other operating expenses

In millions of Ukrainian Hryvnia 2009 2008

Social payments 102 80
Net loss on disposal and write-off of equipment 17 46
Non-recoverable VAT 11 12
Charitable donations and sponsorship 11 10
Maintenance of social infrastructure 7 17
Charge for impairment of trade and other receivables and prepayments made — 114
Increase in provision for legal claims — 7
Other 44 35

Total 192 321

33. Finance income and finance cost

In millions of Ukrainian Hryvnia 2009 2008

Interest income:
– bank deposits 25 43
– other 9 7
Gain on sales of promissory notes 19 —
Gain on early repayment of promissory notes issued 15 14
Gain on initial recognition of long term accounts payable 3 —

Total finance income 71 64

Interest expense:
– borrowings 460 225
– promissory notes payable 18 18
– bonds issued 3 65
– long-term payables 8 11
– investment obligation relating to Dniproenergo (Note 11) 41 23
Unwinding of discounts on pension obligations 222 118
Loss on initial recognition of promissory notes issued 18 —
Loss on early repayment of long-term payables 14 1
Loss on early repayment of long-term promissory notes 8 —
Other finance costs 6 8

Total finance costs 798 469
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34. Income taxes 

Income tax expense comprises the following: 

In millions of Ukrainian Hryvnia 2009 2008

Current tax 478 577
Deferred tax (159) (448)

Income tax expense 319 129

Deferred income tax related to items charged or credited directly to equity: 

In millions of Ukrainian Hryvnia 2009 2008

Change in asset retirement obligation (14) 13
Revaluation of property, plant and equipment — (934)
Unrealised gain on available-for-sale financial assets 12 100

Income tax reported in equity (2) (821)

The Group is subject to taxation in several tax jurisdictions, depending on the residence of its subsidiaries (primarily in Ukraine). In
2009 Ukrainian corporate income tax was levied on taxable income less allowable expenses at the rate of 25% (2008: 25%). In
2009, the tax rate for Cyprus operations was 10% (2007: 10%) on worldwide income.

Reconciliation between the expected and the actual taxation charge is provided below.

In millions of Ukrainian Hryvnia 2009 2008

Profit before income tax, including 1,175 248
Profit before income tax of Ukrainian companies 1,420 771
(Loss)/profit before income tax of non-Ukrainian companies (190) (523)

Income tax at statutory rates of 25% (Ukrainian operations) 355 193
Profit taxed at different rates 25.5% (Dutch operations) — —
Profit taxed at different rates 10% (Cyprus operations) — —
Adjustments in respect of current income tax of previous years — 2
Tax effect of items not deductible or assessable for taxation purposes:

– non-deductible expenses 155 97
– non-taxable income (94) (21)

Property, plant and equipment indexation for tax purposes (39) (150)
Share of result and impairment of associates (58) 8

Income tax expense 319 129

The parent and its subsidiaries are separate tax payers and therefore the deferred tax assets and liabilities are presented on an in-
dividual basis. The deferred tax liabilities and assets reflected in the consolidated balance sheets as at 31 December are as fol-
lows:

In millions of Ukrainian Hryvnia 2009 2008

Deferred tax liability (959) (917)
Deferred tax asset 428 229

Net deferred tax liability (531) (688)
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Credited/ 
1 January (charged) Charged 31 December

In millions of Ukrainian Hryvnia 2009 to income to equity 2009

Tax effect of deductible temporary differences 
Trade and other payables 55 27 — 82
Trade and other receivables 24 13 — 37
Other provisions for liabilities and charges 49 (11) — 38
Retirement benefit obligations 238 74 — 312
Prepayments received 83 294 — 377
Inventories 27 (25) — 2
Financial investments 127 (39) 12 100

Gross deferred tax asset 603 333 12 948

Tax effect of taxable temporary differences
Property, plant and equipment (1,019) 212 (14) (821)
Other financial liabilities (114) 15 — (99)
Prepayments made (76) (402) — (478)
Trade and other receivables (82) 1 — (81)

Gross deferred tax liability (1,291) (174) (14) (1,479)

Recognised deferred tax asset/(liability) (688) 159 (2) (531)

Credited/ 
1 January (charged) Charged 31December

In millions of Ukrainian Hryvnia 2008 Acquisition to income to equity 2008

Tax effect of deductible temporary differences 
Trade and other payables 31 — 24 — 55
Trade and other receivables 59 — (35) — 24
Other provisions for liabilities and charges 34 — 15 — 49
Retirement benefit obligations 148 5 85 — 238
Prepayments received 15 — 68 — 83
Inventories 11 (1) 17 — 27
Financial investments 29 — (2) 100 127

Gross deferred tax asset 327 4 172 100 603

Tax effect of taxable temporary differences
Property, plant and equipment (487) 2 387 (921) (1,019)
Other financial liabilities (136) — 22 — (114)
Prepayments made (24) (1) (51) — (76)
Trade and other receivables — — (82) — (82)

Gross deferred tax liability (647) 1 276 (921) (1,291)

Recognised deferred tax asset/(liability) (320) 5 448 (821) (688)

As at 31 December 2009, the Company has not recorded a deferred tax liability in respect of taxable temporary differences of
UAH 262 million (31 December 2008: UAH 456 million) associated with investments in subsidiaries as the Company is able to
control the timing of the reversal of those temporary differences and does not intend to reverse them in the foreseeable future.

In the context of the Group’s current structure, tax losses and current tax assets of different Group companies may not be offset
against current tax liabilities and taxable profits of other Group companies and, accordingly, taxes may accrue even where there is
a consolidated tax loss. Therefore, deferred tax assets and liabilities are offset only when they relate to the same taxable entity.
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35. Contingencies, commitments and operating risks

Tax legislation. Ukrainian tax and customs legislation is subject to varying interpretations and changes, which can occur fre-
quently. Management’s interpretation of such legislation as applied to the transactions and activity of the Group may be chal-
lenged by the relevant authorities, and it is possible that transactions and activities that have not been challenged in the past may
be challenged. As a result, significant additional taxes, penalties and interest may be assessed. Fiscal periods remain open to re-
view by the authorities in respect of taxes for three calendar years proceeding the year of review. Under certain circumstances re-
views may cover longer periods. 

Legal proceedings. From time to time and in the normal course of business, claims against the Group are received. As dis-
cussed in Note 11, there are legal changes to the 34.24% interest in Dniproenergo. Also as discussed in Note 11, in 2009 as a re-
sult of the restructuring of its accounts payable to SE Energorynok on the basis of the respective court decisions, the Group's as-
sociate reversed UAH 1,687 million provision for penalties and fines to Energorynok. It is possible that the court's decisions in re-
spect of the penalties and fines may be challenged by Energorynok. However, management believes that no material losses will
be incurred in respect of claims.

Capital expenditure commitments. As at 31 December 2009, the Group does not have contractual capital expenditure com-
mitments in respect of property, plant and equipment (31 December 2008: UAH 6 million).

As discussed in Note 11, the Group is committed to fund Dniproenergo’s investment program totalling UAH 1,010 million over the
next 4 years.

Purchase commitments. As at 31 December 2009, the Group did not have contractual purchase commitments (31 December
2008: UAH 1 million).

Assets pledged and restricted. At 31 December the Group has the following assets pledged as collateral:

2009 2008
In millions of Ukrainian Hryvnia Asset pledged Related liability Asset pledged Related liability

Cash and cash equivalents (Note 15) 165 80 — —
Financial investments (Note 12) 142 43 30 28
Property, plant and equipment (Note 9) 2,966 2,126 1,265 995
Inventory (Note 13) 228 119 — —

Total 3,501 2,368 1,295 1,023

Environmental matters. The enforcement of environmental regulation in Ukraine 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. Management believes that
there are no significant liabilities for environmental damage.

Compliance with covenants. The Group is subject to certain covenants related primarily to its borrowings. Non-compliance
with such covenants may result in negative consequences for the Group, including increase in the cost of borrowings, declaration
of default and demand for immediate repayment of borrowings. The Group is in compliance with the covenants as at 31 Decem-
ber 2009 and 2008.

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

Operating lease commitments. Where the Group is the lessee, the future minimum lease payments under non-cancellable op-
erating leases are as follows:

In millions of Ukrainian Hryvnia 2009 2008

Not later than 1 year 8 6
Later than 1 year and not later than 5 years 3 10

Total operating lease commitments 11 16
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36. Business combinations 

No significant acquisitions of subsidiaries and minority interests were completed in 2009 or 2008. 

37. Financial risk management

The Group’s activities expose it to a variety of financial risks: market risk (including price risk, currency risk and cash flow and fair
value interest rate risk), credit risk and liquidity risk. The Group’s overall risk management policies seek to minimise the potential
adverse effects on the Group’s financial performance for those risks that are manageable or non core to the power generating
business.

Risk management is carried out by a centralised treasury department working closely with the operating units, under policies ap-
proved by the supervisory board. The Group treasury identifies, evaluates and proposes risk management techniques to minimise
these exposures.

Credit risk. The Group takes on exposure to credit risk, which is the risk that one party to a financial instrument will cause a fi-
nancial loss for the other party by failing to discharge an obligation. Exposure to credit risk arises as a result of the Group’s sales
of products on credit terms and other transactions with counterparties giving rise to financial assets.

Credit risk is managed on an entity by entity basis with oversight by the Group. Credit risk arises from cash and cash equivalents,
financial instruments and deposits with banks, as well as credit exposure to wholesale and retail customers, including outstanding
receivables and committed transactions. For Banks only SCM related banks or upper tier Ukrainian banks are accepted, which
are considered at time of deposit to have minimal risk of default. Customers can be analysed between Energorynok SE, which
buys 100% of electricity generated, Industrial consumers and other. Due to the monopolistic nature of electricity supply by region,
the Group cannot choose its customers, and instead must supply all customers within its distribution network. Sales are metered
and management monitors ageing of receivables for industrial customers on a regular basis and ultimately may cut-off supply for
delinquent customers. For supply to municipal and general populous, due to the insignificant tariff structure and the political na-
ture of disrupting supply management will continue supply and use non payment as justification for higher tariff increases for In-
dustrial customers. With respect to coal sales, these are primarily to related parties and Dniproenergo OJSC (Note 8) and credit
exposure is considered to be minimal. Management has no formal credit policy in place for other customers and the exposure to
credit risk is approved and monitored on an ongoing basis individually for all significant customers. The Group does not require
collateral in respect of trade and other receivables. 

The Group establishes a provision for impairment that represents its estimate of incurred losses in respect of trade and other re-
ceivables and investments. The main components of this provision are a specific loss component that relates to individually signifi-
cant exposures, and a collective loss component established for groups of similar assets in respect of losses that have been in-
curred but not yet identified. The collective loss provision is determined based on historical data of payment statistics for similar fi-
nancial assets. The Group does not create provision for receivables from related parties.

The maximum exposure to credit risk at the reporting date is UAH 2,830 million (2008: UAH 1,817 million) being fair value of finan-
cial investments, trade and other receivables and cash. The Group does not hold any collateral as security. 

Credit risks concentration. The Group is exposed to concentrations of credit risk. 
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37. Financial risk management (continued)

The table below shows the balance of the major counterparties at the balance sheet date.

Counterparty Classification in the balance sheet 31 December 2009 31 December 2008

Prominvest Bank OJSC* Financial investment 43 30
Prominvest Bank OJSC* Cash and cash equivalents 30 120
State Savings Bank of Ukraine JSCB* Cash and cash equivalents 136 72
Dongorbank CJSC** Cash and cash equivalents 195 162
Dongorbank CJSC** Financial investment 85 —
Marfin Popular Bank Cash and cash equivalents 86 212
OTP Bank CJSC Cash and cash equivalents 159 4

Artemzvetmetexport LLC Trade and other receivables — 34
Azovstal Steel Works OJSC** Trade and other receivables 183 —
Dniproenergo OJSC (Note 11) Trade and other receivables 242 153
State Company Energorynok Trade and other receivables 435 276
Metinvest Holding LLC** Trade and other receivables 226 134

* These banks rank top 30 Ukrainian banks by size of total assets and capital.
** Dongorbank, Metinvest Holding and Azovstal Steel Works OJSC are subsidiaries of SCM. 

Market risk. The Group takes on exposure to market risks. Market risks arise from open positions in (a) foreign currencies, (b) in-
terest bearing assets and liabilities and (c) equity investments, all of which are exposed to general and specific market move-
ments. Management sets limits on the value of risk that may be accepted, which is monitored on a daily basis. However, the use
of this approach does not prevent losses outside of these limits in the event of more significant market movements. 

Currency risk. The Group primarily operates within Ukraine and accordingly its exposure to foreign currency risk is limited to bor-
rowings, the majority of which are denominated in US dollars. As a result of the global financial crisis, the Ukrainian economy ex-
perienced reduced level of capital inflow and decrease in demand for exports. Additionally, the country ratings by international rat-
ing agencies were downgraded in October 2008. These factors, together with increasing domestic uncertainty, led to volatility in
the currency exchange market and resulted in significant downward pressure on the Ukrainian Hryvnia relative to major foreign
currencies. Since October 2008 and up to date the National Bank of Ukraine has been entering the market to support the national
currency. The official UAH to USD exchange rate of the National Bank of Ukraine devalued by 5.32% from UAH 7.61 at 11 July
2009 to UAH 8.02 at 05 November 2009 (In 2008, 58.4% from UAH 4.86 at 30 September 2008 to UAH 7.70 at 31 December
2008). While management monitors this exchange exposure, the Group does not hedge its US dollar currency positions. 

The following table presents sensitivities of profit or loss and equity to reasonably possible changes in exchange rates applied at
the balance sheet date relative to the functional currency of the respective Group entities, with all other variables held constant:

At 31 December 2009 At 31 December 2008
Impact Impact Impact Impact

In millions of Ukrainian Hryvnia on profit or loss on equity on profit or loss on equity

USD strengthening by 25% (2008: 25%) (538) (538) (678) (678)
USD weakening by 25% (2008: 25%) 538 538 678 678
EUR strengthening by 25% (2008: 25%) (353) (353) (296) (296)
EUR weakening by 25% (2008: 25%) 353 353 296 296

The exposure was calculated only for monetary balances denominated in currencies other than the functional currency of the re-
spective entity of the Group.

Interest rate risk. As the Group has no significant interest bearing assets, the Group’s income and operating cash flows are
substantially independent of changes in market interest rate. The Group’s interest rate risk rises from long-term borrowings. Bor-
rowings issued at variable interest rates expose the Group to interest rate risk. Borrowings at fixed rate expose the Group to fair
value interest rate risk. 

At 31 December 2009 and 2008, the majority of the Group’s variable interest debt is USD and EUR denominated. As at 31 De-
cember 2009, 70% of the total borrowings was provided to the Group at floating rates (31 December 2008: 80 %). 
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Management does not have a formal policy of determining how much of the Group’s exposure should be to fixed or variable
rates. However, at the time of issuing new debt management uses its judgment to decide whether fixed or variable rate would be
more favourable to the Group over the expected period until maturity. The risk of increase in market interest rates is monitored by
the Corporate Finance Department of the Company together with the Treasury Department. The Corporate Finance Department is
responsible for planning the financing structure (levels of leverage) and borrowing activities. The key objective to financing is re-
duction of borrowing costs.

The borrowing activities are reviewed on a 12 month revolving budget. Long-term investing activities and associated funding are
considered separately. 

The maturity dates and effective interest rates of financial instruments are disclosed in Note 19. Re-pricing for fixed rate financial in-
struments occurs at maturity of fixed rate financial instruments. Re-pricing of floating rate financial instruments occurs continually.

At 31 December 2009, if interest rates on USD and EUR denominated borrowings had been 400 basis points higher with all other
variables held constant, post-tax profit for the year would have been UAH 12 million lower (2008: UAH 21 million lower). 

Other price risk. The Group has limited exposure to commodity price risk on electricity supply as pricing is determined based on
the competitive pool model adopted by the National Electricity Regulatory Committee of Ukraine. The Group produces the majori-
ty of the coal needed to power the Group’s generators and manages coal production to meet demand, however the Group is ex-
posed to some commodity price risk on coal as the Group often needs to import coal of a particular grade. To manage this risk,
the Group enters long term supply contracts for coal. 

The Group is also exposed to equity securities price risk because of the available-for-sale investments held by the Group. The
Group limits its exposure to the Ukrainian power generation and distribution sectors, but is fully exposed to equity price risk within
this sector.

If the equity quotations of the Group’s investments had increased by 10% as at 31 December 2009 and 2008, with all other fac-
tors being equal, the Group’s equity at 31 December 2009 would have increased by UAH 89 million (31 December 2008:
UAH 125 million).

Liquidity risk. Prudent liquidity management implies maintaining sufficient cash and marketable securities and the availability of
funding to meet existing obligations as they fall due. Management monitors liquidity on a daily basis,, management incentive pro-
grams use key performance indicators such as EBITDA and cash collections to ensure liquidity targets are actively monitored.
Prepayments are commonly used to manage both liquidity and credit risks. The Group has capital construction programs which
can be funded through existing business cash flows, however the Group also has significant investment and acquisition targets
which will require incremental debt finance, to this end, the Group is in discussions with financial institutions with respect to long-
term financing.

The following table analyses the Group’s financial liabilities into relevant maturity groupings based on the remaining period at the
balance sheet date to the contractual maturity date. The amounts disclosed in the table are undiscounted cash flows. The maturi-
ty analysis of financial liabilities at 31 December 2009 is as follows:

In millions of Ukrainian Hryvnia Up to 6 months 6–12 months 1–2 years 2–5 years Over 5 years Total

Liabilities
Borrowings (Note 19) 3,095 865 302 568 — 4,830
Other financial liabilities (Note 20) 300 318 137 127 7 889

– related party 300 — 12 — — 312
– external — — 19 21 7 47
– Dniproenergo — 318 106 106 — 530

Indebtedness under amicable — — — 220 — 220
agreement (Note 21)
Trade and other payables (Note 25) 821 54 — — — 875

Total future payments, including 4,216 1,237 439 915 7 6,813
future principal and interest payments
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37. Financial risk management (continued)

The maturity analysis of financial liabilities at 31 December 2008 is as follows:

In millions of Ukrainian Hryvnia Up to 6 months 6–12 months 1–2 years 2–5 years Over 5 years Total

Liabilities
Borrowings (Note 19) 2,203 701 776 308 — 3,988
Other financial liabilities (Note 20) — 212 117 243 20 592
– related party — — — — 3 3
– external — — 11 31 17 59
– Dniproenergo — 212 106 212 — 530
Indebtedness under amicable — — — 236 — 236
agreement (Note 21)
Trade and other payables (Note 25) 1,023 2 — — — 1,025

Total future payments, including 3,226 915 893 787 20 5,841
future principal and interest payments

38. Management of capital

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the
cost of capital. In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to share-
holders, return capital to shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of gearing ratio. This ratio is calculated as net liabili-
ties divided by total capital under management. Net debt is calculated as total borrowing (current and long-term as shown in the
consolidated balance sheet) less cash and cash equivalents. Total capital under management equals equity as shown in the con-
solidated balance sheet.

Since incorporation in 2006, the Group has yet to determine its optimum gearing ratio. Presently, the majority of debt is due within
1 year and the Group is actively pursuing mechanisms to extend the credit terms to match its long-term investment strategy. The
Group has obtained a credit rating that matches the Sovereign rating.

In millions of Ukrainian Hryvnia 31 December 2009 31 December 2008

Total net debt 3,689 3,136
Total equity 10,793 9,989
Debt to equity ratio 34,2% 31,4%

39. Fair value of financial instruments

Fair value is the amount at which a financial instrument could be exchanged in a current transaction between willing parties, other
than in a forced sale or liquidation, and is best evidenced by an active quoted market price.

The estimated fair values of financial instruments have been determined by the Group using available market information, where it
exists, and appropriate valuation methodologies. However, judgement is necessarily required to interpret market data to deter-
mine the estimated fair value. Ukraine continues to display some characteristics of an emerging market, and economic conditions
continue to limit the volume of activity in the financial markets. Market quotations may be outdated or reflect distress sale transac-
tions and therefore not represent fair values of financial instruments. Management has used all available market information in esti-
mating the fair value of financial instruments.

Financial instruments carried at fair value. Trading and available-for-sale investments are carried in the balance sheet at their
fair value. Cash and cash equivalents are carried at amortised cost which approximates current fair value.

Fair values were determined based on quoted market prices or third party valuations using discounted cash flows techniques, ex-
cept for certain investment securities available-for-sale for which there were no available external independent market price quota-
tions. These securities have been fair valued by the Group on the basis of results of recent sales of equity interests in the in-
vestees between unrelated third parties, consideration of other relevant information such as discounted cash flows and financial
data of the investees and application of other valuation methodologies. 
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Financial assets carried at amortised cost. The fair value of floating rate instruments is normally their carrying amount. The
estimated fair value of fixed interest rate instruments is based on estimated future cash flows, expected to be received, discount-
ed at current interest rates for new instruments with similar credit risk and remaining maturity. Discount rates used depend on
credit risk of the counterparty. 

Liabilities carried at amortised cost. Fair values of other liabilities were determined using valuation techniques. The estimated
fair value of fixed interest rate instruments with stated maturity was estimated based on expected cash flows discounted at cur-
rent interest rates for new instruments with similar credit risk and remaining maturity. The fair value of liabilities repayable on de-
mand or after a notice period is estimated as the amount payable on demand, discounted from the first date that the amount
could be required to be paid. The estimated fair values of the financial liabilities are summarised in the table below. Carrying
amounts of trade and other payables approximate fair values. 

Fair values of financial instruments are as follows at 31 December 2009: 

Fair value by measurement method

Valuation 
Quoted price technique

in an active with observable Total fair Carrying
In millions of Ukrainian Hryvnia market markets inputs value value

FINANCIAL ASSETS 
Cash and cash equivalents (Note 15)
– Bank balances payable on demand — 517 517 517
– Term deposits — 208 208 208
– Restricted cash — 14 14 14
Trade and other receivables (Note 14)
– Trade receivables — 905 905 905
– Receivable for sale of financial instruments — 428 428 428
– Other financial receivables — 129 129 129
Other non current assets
– Trade and other receivables – non-current — 16 16 16
Financial investments (Note 12)
– Securities quoted on Ukrainian stock market 784 252 1,036 1,036
– Prepayment for shares — 354 354 354
– Deposits placed with the maturity more than three months — 142 142 142
– Loans receivable — 117 117 117

TOTAL FINANCIAL ASSETS 784 3,082 3,866 3,866

FINANCIAL LIABILITIES
Liability to minority participants — 2 2 2
Borrowings (Note 19) — 4,301 4,301 4,428
Investment obligation relating to Dniproenergo – non-current — 140 140 156
Other liabilities – non-current (Note 20) — 64 64 65
Indebtedness under amicable agreement (Note 21) — 114 114 126
Investment obligation relating to Dniproenergo – current — 303 303 307
Interest-free loan from related parties (Note 8) — 300 300 300
Trade and other payables (Note 25) — 875 875 875

TOTAL FINANCIAL LIABILITIES — 6,099 6,099 6,259
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39. Fair value of financial instruments (continued)

Fair values of financial instruments at 31 December 2008 were as follows: 

Fair value by measurement method

Valuation 
Quoted price technique

in an active with observable Total fair Carrying
In millions of Ukrainian Hryvnia market markets inputs value value

FINANCIAL ASSETS 
Cash and cash equivalents (Note 15)
– Bank balances payable on demand — 373 373 373
– Term deposits — 222 222 222
Trade and other receivables (Note 14)
– Trade receivables — 809 809 809
– Receivable for sale of financial instruments — 53 53 53
– Other financial receivables — 62 62 62
Other non current assets
– Trade and other receivables – non-current — 18 18 22
Financial investments (Note 12)
– Securities quoted on Ukrainian stock market 900 349 1,249 1,249
– Prepayment for shares — 19 19 19
– Deposits placed with the maturity more than three months — 31 31 31
– Loans receivable — 226 226 226

TOTAL FINANCIAL ASSETS 900 2,162 3,062 3,066

FINANCIAL LIABILITIES
Liability to minority participants — 2 2 2
Borrowings (Note 19) — 3,266 3,266 3,731
Investment obligation relating to Dniproenergo acquisition – non-current — 193 193 222
Other liabilities – non-current (Note 20) — 40 40 45
Indebtedness under amicable agreement (Note 21) — 103 103 116
Investment obligation relating to Dniproenergo acquisition – current — 196 196 200
Trade and other payables (Note 25) — 1,025 1,025 1,025

TOTAL FINANCIAL LIABILITIES — 4,825 4,825 5,341
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40. Reconciliation of classes of financial instruments with measurement categories

The following table provides a reconciliation of classes of financial assets with these measurement categories as of 31 December 2009:

Loans Available-for- Held 
In millions of Ukrainian Hryvnia and receivables sale assets to maturity Total

ASSETS
Cash and cash equivalents (Note 15)
– Bank balances payable on demand 517 — — 517
– Term deposits 208 — — 208
– Restricted cash 14 — — 14
Trade and other receivables (Note 14)
– Trade receivables 905 — — 905
– Receivable for sale of financial instruments 428 — — 428
– Other financial receivables 124 — 5 129
Other non current assets
– Trade and other receivables – non-current 16 — — 16
Financial investments (Note 12)
– Equity securities — 1,036 — 1,036
– Prepayment for shares 354 — — 354
– Deposits placed with the maturity more than three months 142 — — 142
– Loans receivable 117 — — 117
TOTAL FINANCIAL ASSETS 2,825 1,036 5 3,866

NON-FINANCIAL ASSETS — — — 16,348

TOTAL ASSETS 20,214

The following table provides a reconciliation of classes of financial assets with these measurement categories as of 31 December 2008:

In millions of Ukrainian Hryvnia Loans Available-for- Held 
and receivables sale assets to maturity Total

ASSETS
Cash and cash equivalents (Note 15)
– Bank balances payable on demand 373 — — 373
– Term deposits 222 — — 222
Trade and other receivables (Note 14)
– Trade receivables 809 — — 809
– Receivable for sale of financial instruments 53 — — 53
– Other financial receivables 59 — 3 62
Other non-current assets
– Trade and receivables – non-current 22 — — 22
Financial investments (Note 12)
– Equity securities — 1,249 — 1,249
– Unquoted securities — —
– Prepayment for shares 19 — — 19
– Deposits placed with the maturity more than three months 31 — — 31
– Loans receivable 226 — — 226
TOTAL FINANCIAL ASSETS 1,814 1,249 3 3,066

NON-FINANCIAL ASSETS — — — 15,004

TOTAL ASSETS 18,070

All of the Group’s financial liabilities at 31 December 2009 and 2008 are carried at amortised cost. 
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41. Significant non-cash transactions

As discussed in Note 11, in 2009 the Group recorded a UAH 1,221 million share of profits of associate Donetskoblenergo and
a UAH 874 million impairment of its investment in Donetskoblenergo. 

As discussed in Note 16, the exiting shareholders of DTEK Holdings Limited incorporated DTEK Holdings B.V. with a cash contri-
bution of EUR 30,000 and contribution of 100% of their equity interest in DTEK Holdings Limited to the Company. 

As discussed in Note 16, in 2008 the DTEK Holdings Limited declared a dividend in the amount of UAH 466 million and immedi-
ately contributed this dividend in exchange for additional shares in DTEK Holdings Limited.

As discussed in Note 16, in 2008 the Group effectively converted its obligation for the purchase of Pavlogradugol totalling
UAH 1,406 million to equity.
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