Notes to the Balance Sheet and Income Statement of
Open Joint Stock Company
Center for Cargo Container Traffic TransContainer for 2012
1. Information on Business Activities
1.1. General Information
Open Joint Stock Company Center for Cargo Container Traffic TransContainer (hereinafter, the “Company”), established on the basis of Foundation Agreement of JSC Center for Cargo Container Traffic TransContainer No. 03/2006 dated February 9, 2006, was registered on March 4, 2006, INN (Taxpayer Identification Number) 7708591995, KPP (Tax Registration Reason Code) 997650001.

The Company is registered at 12 Novoryazanskaya ul., Moscow, 107228, Russian Federation, 
Statements signature date: February 20, 2013.
As of December 31, 2012 the Company has 17 branches; the balance sheets of the branches are included into these accounting statements of the Company. A detailed list of branches is provided in Appendix 1 to these Notes to the Balance Sheet and Income Statement.
As of December 31, 2012 the Company has 8 foreign representations. A detailed list of representations is provided in Appendix 2 to these Notes to the Balance Sheet and Income Statement.
The average staffing number of the Company in the reporting period amounted to 4,821 people (5,017 people in 2011).
The supreme management body of the Company is the General Meeting of Shareholders.

Membership of the Company’s Board of Directors:

- Pavel Dmitrievich Ilyichev (Chairman of the Board of Directors)

	Period
	Name of Organization
	Position

	from
	till
	
	

	2003
	2009
	ZAO Eurosib
	Treasurer, Director for Finance

	2009
	present
	JSC RZD
	Deputy Head of Corporate Finance Department

	2010
	present
	Kit Finance Investment Bank (OAO)
	Member of the Board of Directors

	2010
	present
	ZAO Russkaya Troyka
	Member of the Board of Directors

	2010
	present
	JSC RZD Logistics
	Member of the Board of Directors

	2010
	2012
	OOO TLC Beliy Rast
	Member of the Supervisory Board

	2011
	2012
	OAO Zheldorremmash
	Member of the Board of Directors

	2011
	present
	JSC TransContainer
	Chairman of the Board of Directors

	2011
	2012
	OAO Vagonremmash
	Member of the Board of Directors

	2011
	present
	JSC TransCreditBank
	Member of the Board of Directors

	2012
	present
	JSC SKB-Bank
	Member of the Board of Directors


- Vladimir Ivanovich Andrienko
	Period
	Name of Organization
	Position

	from
	till
	
	

	1998
	present
	Representation of Russian Partners Management LLC
	Director

	2012
	present
	JSC TransContainer
	Member of the Board of Directors

	- Petr Vasilievich Baskakov
Period
Name of Organization
Position
from
till
2006

present
JSC TransContainer
General Director
2006

present
JSC TransContainer
Member of the Board of Directors
2007

present
Oy ContainerTrans Scandinavia Ltd
Member of the Board of Directors
2007

present
Freight Forwarders Association of Russian Federation
Member of the Board of Association
2008

present
All-Russian Industrial Union of Railway Employers
Member of the Board of Union
2008

present
Trans-Eurasia Logistics GmbH

Member of the Shareholders’ Committee
2009

2009

TransСontainer - Slovakia, a.s.

Member of the Supervisory Board
2009

present
All-Russian Union of Employers Russian Union of Industrialists and Entrepreneurs
Member of the Management Board
2009

present
Charitable Foundation to Facilitate Railway Transport Development TRANSSOYUZ
Member of the Board of Foundation
2010

2012

Non-Profit Partnership Union of Railway Rolling Stock Operators Market Participants
Member of the Presidium
2010

2012

JSC RZD Logistics
Deputy Chairman of the Board of Directors
2011

present
JSC Kedentransservice
Member of the Board of Directors
2012

present
JSC RZD Logistics
Chairman of the Board of Directors
- Yuri Borisovich Gilts
Period
Name of Organization
Position
from
till
2003

2008

OAO FESCO
First Deputy General Director for Economics and Finance
2003

present
FESCO Lines Australia Pty. Limited

Member of the Board of Directors
2003

present
FESCO Lines Hong Kong Limited

Member of the Board of Directors
2004

present
FESCO Agency Lines HK Limited

Member of the Board of Directors
2004

present
FESCO Marine Limited

Member of the Board of Directors
2005

present
FESCO Agencies N.A., Inc.

Member of the Board of Directors
2005

present
FESCO Lines China, Co., Ltd.

Member of the Board of Directors
2005

present
Maritime and Intermodal Logistics Systems, Inc.

Member of the Board of Directors
2006

present
FESCO Lines Management Limited

Member of the Board of Directors
2007

present
MARITIME BANK (OAO)

Member of the Board of Directors
2007

present
OAO Commercial Port of Vladivostok
Member of the Supervisory Board
2008

present
OOO FESCO Transportation Group
Member of the Management Board — Vice President for Finance
2009

present
OOO M-Port
Director
2011

2012

OAO FESCO
Member of the Management Board
2012

2012

OOO FESCO Transportation Group
Member of the Management Board
2012

present
OOO FESCO Transportation Group
President, Chairman of the Management Board
2012

present
OAO FESCO
President, Chairman of the Management Board, Member of the Board of Directors
2012

present
JSC TransContainer
Member of the Board of Directors
- Alexey Nikolaevich Grom
Period
Name of Organization
Position
from
till
2007

2008

OOO Firm Transgarant
General Director
2008

present
OOO FESCO Transportation Group
Managing Director
2009

2011

OOO FESCO Transportation Group
Member of the Management Board — Vice President for Railway Division
2012

present
OOO FESCO Transportation Group
Member of the Management Board
2012

2012

OAO FESCO
Member of the Management Board — Vice President for Railway Division
2012

present
OAO FESCO
Member of the Management Board — First Vice  President
2012

present
ZAO Russkaya Troyka
Member of the Board of Directors
2012

present
JSC TransContainer
Member of the Board of Directors
2012

present
OOO FESCO Rail
General Director


	- Alexey Yuryevich Davydov
Period
Name of Organization
Position
from
till
2006

2010

JSC RZD
Head of Treasury Department
2008

present
OAO BetElTrans
Member of the Board of Directors
2008

present
OAO RZDstroy
Member of the Board of Directors
2008

2009

OAO Vagonremmash
Member of the Board of Directors
2009

2010

OAO Kaluga Plant Remputmash
Member of the Board of Directors
2009

2010

OAO Zarubezhstroytekhnologiya
Deputy Chairman of the Board of Directors
2010

2011

JVC RasonConTrans
Member of the Board of Directors
2010

present
JSC RZD
Head of Subsidiaries and Affiliates Management Department
2010

present
JSC TransContainer
Member of the Board of Directors
2010

2012

OAO Zheldorremmash
Member of the Board of Directors
2010

present
OAO VGK
Member of the Board of Directors
2011

present
OAO VRK-1
Chairman of the Board of Directors
2011

present
OAO Elteza
Member of the Board of Directors
2011

present
OAO PGK
Member of the Board of Directors
2011

present
JSC RZD Trading House
Member of the Board of Directors
2011

2012

OAO FPK
Member of the Board of Directors
2012

present
ZAO Transmashholding
Member of the Board of Directors
2012

present
OAO Roszheldorproekt
Member of the Board of Directors
- Dmitry Timofeevich Mukhin 
Period
Name of Organization
Position
from
till
2003

2011

JSC RZD
First Deputy Head of Investment Activities Department
2011

present
JSC RZD
Head of Investment Activities Department
2011

present
JSC TransContainer
Member of the Board of Directors
- Yuri Viktorovich Novozhilov
Period
Name of Organization
Position
from
till
2004

2009

JSC RZD
First Deputy Head of Corporate Finance Department
2007

2010

JSC TransContainer
Member of the Board of Directors
2009

2012

JSC TransCreditBank
President — Chairman of the Management Board
2012

present
Non-State Pension Fund BLAGOSOSTOYANIE
Executive Director, Member of the Board of Fund
2012

present
JSC TransContainer
Member of the Board of Directors
- Vyacheslav Alexandrovich Petrenko
Period
Name of Organization
Position
from
till
2005

2008

Center for Corporate Transportation Services  — a structural division of JSC RZD
Deputy General Director for Marketing and Tariffs
2006

present
OAO Refservice
Chairman of the Board of Directors
2008

present
JSC RZD
Head of Freight Transport and Tariff Policy Department
2011

present
JSC TransContainer
Member of the Board of Directors
2012

present
Ministry of Transport of the Russian Federation
Director of Department for State Policy in Railway Transport


	- David Hexter
Period
Name of Organization
Position
from
till
2004

2007

KMB Small Business Bank
Member of the Board of Directors
2005

2010

Denholm Hall Investment management
Advisor
2006

present
Private Equity New Markets
Chairman of the Advisory Board
2007

present
Kaspi Bank
Member of the Board of Directors
2008

present
JSC TransContainer
Member of the Board of Directors
2009

2010

London University
Lecturer
2011

present
AO TransTeleCom, Kazakhstan
Member of the Board of Directors
2011

present
International Advisor at XENON Capital Partners
Advisor
2011

present
JSC Inter RAO UES
Member of Strategy Committee
2011

present
Private Equity New Markets
Chairman of the Supervisory Board
- Irina Sergeevna Shitkina
Period
Name of Organization
Position
from
till
2005

2009

OAO Elinar Holding Company
Deputy General Director for Personnel and Legal Support
2009

2011

OAO Elinar Holding Company
Deputy General Director for Corporate Governance
2005

present
Lomonosov Moscow State University
Professor at Chair of Business Law
2010

present
OAO Elinar Holding Company
Chairman of the Supervisory Board
2010

present
ZAO Elinar Plant of Electrical Insulation Materials
Member of the Supervisory Board
2010

2011

OAO Vladimir Plant of Film Materials
Member of the Supervisory Board
2010

present
ZAO Russian-American Poultry Farm Elinar-Broiler
Member of the Board of Directors
2010

present
ZAO Elinar
Chairman of the Supervisory Board
2010

present
JSC TransContainer
Member of the Board of Directors
2011

present
OAO Elinar Holding Company
Advisor to General Director
2012

present
OOO Narpromrazvitie
Chairman of the Board of Directors
2012

present
OAO Zheldorremmash
Member of the Board of Directors
2012

present
OAO VRK-1
Member of the Board of Directors



Company’s everyday operations are managed by the Company’s sole executive body — General Director. General Director, Petr Vasilievich Baskakov, acts by virtue of the Articles of Association.

The Company’s Revision Commission is elected by the General Meeting of Shareholders (minutes No. 20 dated June 26, 2012).

Membership of the Revision Commission:
	- Lyudmila Anatolyevna Bulgakova
Period
Name of Organization
Position
from
till
2007

2012

JSC RZD
Chief Specialist of Financial Controlling and Forecasting Division within Corporate Finance Department
2012

present
JSC RZD
Chief Specialist of Subsidiary Relations Division within Subsidiaries and Affiliates Management Department
2010

present
JSC TransContainer
Member of the Revision Commission


	- Sergey Vladimirovich Davydov
Period
Name of Organization
Position
from
till
2006

present
JSC RZD
Head of Subsidiary Financial Investment and Statements Division within Accounting Department
2007

present
JSC TransContainer
Member of the Revision Commission


	- Oleg Borisovich Ivanov
Period
Name of Organization
Position
from
till
2003

present
JSC RZD
Head of Center for Control and Internal Audit in Railway Transport  — a structural division of JSC RZD
2009

present
JSC TransContainer
Chairman of the Revision Commission


	- Natalia Alexeevna Lem
Period
Name of Organization
Position
from
till
2003

present
JSC RZD
Head of Accounting Department
2008

present
OAO PGK
Member of the Revision Commission
2008

present
CJSC South Caucasus Railways
Member of the Board of Directors
2007

2008

OAO Refservice
Member of the Board of Directors
2010

present
JSC TransContainer
Member of the Revision Commission
- Elena Vasilievna Yudina
Period
Name of Organization
Position
from
till
2003

present
Zheldorkontrol Center of JSC RZD
Head of Regional Management Division
2012

present
JSC TransContainer
Member of the Revision Commission



1.2. Information on the Authorized Capital
Amount of the authorized capital (RUB):

Thirteen billion eight hundred ninety-four million seven hundred seventy-eight thousand rubles (RUB 13,894,778,000);
Total number of shares (ea):

Thirteen million eight hundred ninety-four thousand seven hundred seventy-eight (13,894,778) each;
Par value of one share (RUB):

One thousand rubles (RUB 1,000).
1.3. Information on Founders
Information on the Founders of JSC TransContainer:

Full name of founder: JSC Russian Railways;
Founder's INN: 7708503727;
Stake (interest): 99.99999%;
Par value of stake (in RUB): 13,894,777,000.
Full name of founder: ANO Center for Organizational Support of Structural Reform in Railway Transport;
Founder's INN: 7701580673;
Stake (interest): 0.00001%;
Par value of stake (in RUB): 1,000.
Information on the shareholders of JSC TransContainer as of December 31, 2012:
Full name of shareholder: ING BANK (EURASIA) ZAO (Closed Joint Stock Company);
Stake (interest): 0.00828%;
Number of shares: 1,150 each;
Full name of shareholder: Open Joint Stock Company VTB Bank;
Stake (interest): 20.37748%;
Number of shares: 2,831,406 each;
Full name of shareholder: Closed Joint Stock Company Commercial Bank Citibank;
Stake (interest): 9.24501%;
Number of shares: 1,284,574 each;
Full name of shareholder: Commercial Bank J.P. Morgan Bank International (Limited Liability Company);
Stake (interest): 0.06242%;
Number of shares: 8,673 each;
Full name of shareholder: Non-Banking Credit Institution Closed Joint Stock Company National Settlement Depository;
Stake (interest): 20.30679%;
Number of shares: 2,821,583 each;
Full name of shareholder: Open Joint Stock Company Baminvest;
Stake (interest): 0.00001%;
Number of shares: 1 each;
Full name of shareholder: JSC Russian Railways;
Stake (interest): 50.00001%;
Number of shares: 6,947,391 each.
1.4. Information on Subsidiaries and Affiliates
Information on the subsidiaries and affiliates of JSC TransContainer as of December 31, 2012:
Full name:

Oy Container Trans Scandinavia Ltd (Finland);
Stake (interest): 50%;
Number of shares: 150;
Full name:

Trans-Eurasia Logistics GmbH (Germany);
Stake (interest): 20%;
Number of shares: 1;
Full name:

TransContainer-Slovakia, a.s. (Slovakia);
Stake (interest): 100%;
Number of shares: 640;
Full name:

Chinese-Russian Rail-Container International Freight Forwarding (Beijing) Co, Ltd;
Stake (interest): 49%;
Full name:

TransContainer Europe GmbH (Austria);
Stake (interest): 100%;
Full name:

TransContainer Asia Pacific Ltd. (Korea);
Stake (interest): 100%;
Number of shares: 10,000;
Full name:

Limited Liability Company Prostor Invest Group;
Stake (interest): 100%;
Full name:

Logistic Investment S.a r.l.;
Stake (interest): 100%;
Full name:

Joint Stock Company Kendentransservice;
Stake (interest): 0%.
JSC TransContainer holds a 67% stake in the authorized capital of JSC Kedentransservice indirectly, through subsidiaries;
Full name:

Logistic System Management B.V.;
Stake (interest): 0%.
JSC TransContainer holds a 100% stake in the authorized capital of Logistic Investment S.a.r.l., holding 100% in the authorized capital of Logistic System Management B.V;
Full name:

Helme’s Operation UK Ltd;
Stake (interest): 100%.
The share has been transferred to the authorized capital of Logistic Investment S.a r.l.
1.5. Core Activities
OKVED (All-Russian Classifier of Economic Activities) codes assigned to the Company:

60.1 “Railway Transportation Activities”
Additional OKVED codes: 63.1, 63.2, 63.4, 35.2, 29.56.9, 51.70, 52.12, 74.13.1, 71.2, 70.1, 70.2, 70.3, 45.1, 45.2, 64.2, 20.3, 74.60.
JSC TransContainer carries out its activities in the container transportation market almost in all the constituent entities of the Russian Federation. The geographical scope of line and commercial entities of the enterprise gives opportunities to activate attraction of new customers, give consideration to local peculiarities and develop effective close cooperation with any customer in all economically active regions of the country.
The market is regarded as the most prospective and dynamic one, characterized with a high level of competition between both Russian and foreign operators. Moreover, the price pressure and competition on the part of marine and road transportation are huge.

The Company holds the following primary licenses to carry out activities:

· to carry out works involving the use of information constituting state secret, registration number 3964 dated February 18, 2011, valid until November 7, 2013;
· to carry out cargo handling operations with respect to hazardous goods in railway transport, series PRD No. 7703502 dated May 2, 2007, valid for an unlimited period;
· to operate explosion hazardous industrial facilities, number
EV-01-003077 (KS) dated November 20, 2007, valid for an unlimited period;
· to carry out cargo handling operations with respect to hazardous goods in sea ports, series MT1008 No. 019570 dated January 26, 2009, valid for an unlimited period;
· to carry out activities to collect, utilize, treat, transport, dispose hazardous waste, registration number OT-00-009988 (00) dated April 29, 2009, valid for an unlimited period;
· to extract underground water at subsoil plot for supply of enterprises with process water, series YuSKh No. 01101 VE dated January 18, 2010, valid until December 10, 2034;
· to operate explosion and fire hazardous industrial facilities, number VP-00-012201 (S) dated December 10, 2010, valid for an unlimited period; 
· to use subsoil, series LPTs No. 54387 VE dated June 21, 2007, valid until January 1, 2016.
1.6. Information on the Company’s Auditor
Full company name: Closed Joint Stock Company PricewaterhouseCoopers Audit;
Short company name: ZAO PwC Audit;
Location: 10 Butyrsky Val ul., Moscow, 125047, Russian Federation;
Telephone: +7 (495) 967-60-00;
Fax: +7 (495) 967-60-01;
A member of Non-Profit Partnership Audit Chamber of Russia (NP APR), a self-regulatory organization of auditors, registration number 870 in the NP APR Register of Members.
Primary Registration Number of Entry (ORNZ) with the Register of Auditors and Auditing Organizations — 10201003683.
2. Procedure to Prepare Accounting Statements and Description of the Accounting System
2.1. Procedure to Prepare Accounting Statements
The 2012 Accounting Statements have been prepared by the Company in accordance with the requirements of the accounting and reporting standards in force in the Russian Federation. The main accounting principles are set out in JSC TransContainer Accounting Policy approved by Order No. 242 dated December 30, 2011. The Company’s 2012 Accounting Policy was amended in conformity with the amendments to the legislation and for the purposes of editing on the basis of Orders of JSC TransContainer No. 53 dated March 26, 2012, No. 160 dated August 16, 2012. 
The accounting methods having a material impact on the evaluation and decision-making by the stakeholders of the Company’s Statements for 2012 as approved in the Company’s Accounting Policy and related to the preparation of certain indicators in the Accounting Statements, as well as the changes thereof in the reporting period, are disclosed in corresponding sections of these Notes to the Balance Sheet and Income Statement.

The Accounting Statements are prepared in rubles and kopecks, and converted into thousand rubles for submission to the Tax Inspectorate and presentation to external users. The data in the Explanations to Balance Sheet and Financial Results Report are expressed in thousand rubles.

Before preparing the 2012 Accounting Statements the Company had carried out stock-taking of assets and liabilities. The results of the stock-taking are presented according to the requirements of the legislation.

The Balance Sheet reflects accounts receivable and accounts payable in detail by their corresponding asset and liability items of the Balance Sheet.

The accounts payable to the extent of advances received and the amount of value added tax calculated on them are subject to presentation in detail in the liabilities and the assets of the Balance Sheet respectively.
The accounts receivable to the extent of advances paid and the amount of value added tax calculated on them are subject to presentation in detail in the assets and the liabilities of the Balance Sheet respectively.

Various types of Company's economic activities are interrelated when providing the services to customers associated with container transportation and other logistic services. The Company’s General Director is the manager who makes managerial decisions. The Company’s Management Statements reviewed by the General Director to evaluate performance and resource distribution is prepared broken down by one reporting segment — the Company on the whole.

When recording business transactions expressed in a foreign currency the exchange rate used was the official exchange rate of the foreign currency to ruble effective as of the date of the foreign currency denominated transaction. The value of currency notes at the Company’s cash desk, money in bank accounts (bank deposits), money and payment documents, securities (except for shares), money in settlements including those related to loan obligations (except for advances received and paid and prepayments), expressed in a foreign currency, is reflected in the Accounting Statements in amounts calculated on the basis of the official exchange rates of the foreign currencies effective as of the reporting date:
	Currency name
	Multiple
	Exchange rate as of December 31, 2012
	Exchange rate as of December 31, 2011
	Exchange rate as of December 31, 2010

	BYR
	10,000
	35.3376
	38.5582
	—

	BYR
	1,000
	—
	—
	10.1556

	USD
	1
	30.3727
	32.1961
	30.4769

	EUR
	1
	40.2286
	41.6714
	40.3331

	CNY
	10
	48.7406
	51.1106
	46.1701

	LVL
	1
	57.6989
	59.5893
	56.8175

	UZS
	1,000
	15.3011
	17.9365
	18.5835

	UAH
	10
	37.5900
	40.0549
	38.2828

	GBP
	1
	48.9638
	49.6335
	47.2605

	KRW
	1,000
	28.3777
	27.8272
	26.9005

	JPY
	100
	35.1516
	41.4978
	37.3789


The exchange differences generated during the year on transactions (including as of the reporting date) to convert into RUB the value of assets and liabilities expressed in foreign currencies and payable in a foreign currency or in RUB are allocated to the financial results as other expenses or income.
The exchange differences generated during the year on transactions (including as of the reporting date) to convert into RUB the value of assets and liabilities expressed in foreign currencies, used to conduct business outside of the Russian Federation, are added to the Company’s capital surplus.

2.2. Adjustments to Historical Reporting Data Due to Changes in the 2012 Accounting Policy as Well as Changes in the Application of the Information Disclosure Principles for Certain Items in the Accounting Statements not Inconsistent with the Provisions of Law
Certain indicators in the columns “As of December 31, 2010”, “As of December 31, 2011” of the Balance Sheet, as well as indicators of other accounting forms are prepared taking into account the adjustment associated with the changes in the Accounting Policy as well as the application of the information disclosure principles different from those applied earlier in the Accounting Statements not inconsistent with the provisions of the laws in force, including:
· due to changes in the Accounting Policy, starting from the 2012 Accounting Statements the deferred tax assets and deferred tax liabilities are reflected in the Balance Sheet as a net value (in a folded form), except where the tax laws of the Russian Federation provide for a separate tax base. Accordingly, line 1180 of the Balance Sheet, column “As of December 31, 2011”, line 1420 of the Balance Sheet, column “As of December 31, 2011” is reduced by 141,795 thousand RUB; line 1180 of the Balance Sheet, column “As of December 31, 2010”, line 1420 of the Balance Sheet, column “As of December 31, 2010” is reduced by 86,349 thousand RUB;
· due to the fact that starting from 2012 a balance sheet has a separate line 1122 “Incomplete investments in research, development and technology”, the R&D amount as of December 31, 2011 is allocated to line 1122 of the Balance Sheet “Results of research and development”, with concurrent reduction of the amount in line 1170 “Other Non-Current Assets”, column “As of December 31, 2011” by 10,600 thousand RUB, column “As of December 31, 2010” by 10,153 thousand RUB;
· starting from the 2012 Accounting Statements of JSC TransContainer, for more objective disclosure of information in the Balance Sheet, the amount of interest accrued on credits and loans are shown within the Balance Sheet lines “Borrowed Funds”, depending on maturity. In this connection line 1511 “Credits repayable within 12 months after the reporting date” is increased by the amount of interest accrued on long-term credits in column “As of December 31, 2011” in the amount of 2,938 thousand RUB. Line 1512 “Loans repayable within 12 months after the reporting date” is increased by the amount of interest accrued on long-term loans in column “As of December 31, 2011” in the amount of 112,680 thousand RUB, in column “As of December 31, 2010” in the amount of 111,150 thousand RUB. Accordingly, line 1550 varied by the same amounts in column “As of December 31, 2011” in the amount of 115,618 thousand RUB, in column “As of December 31, 2010”  in the amount of 111,150 thousand RUB ;

· starting from the 2012 Accounting Statements of JSC TransContainer, for more objective disclosure of information in the Balance Sheet, the amounts of accrued estimated liability under legal proceedings is shown in line 1540 “Estimated Liability” in column “As of December 31, 2011” in the amount of 4,902 thousand RUB, in column “As of December 31, 2010” in the amount of 34,341 thousand RUB. Accordingly, line 1550 “Other Liabilities” in column “As of December 31, 2011” and in column “As of December 31, 2010” was by the same amounts;
· starting from the 2012 Accounting Statements, the Company has amended the information disclosure principles for Cash Flow Statement, which is not inconsistent with the laws in force, including (main amendments are given): 

-
refunds for the amounts received from customers for sales of products, goods, works and services are applied to reduce the amounts for sales of products, goods, works and services (Line 4111. These amounts used to be recognized within other payments in line 4129);

-
refunds of the amounts earlier received from customers for rent payments are applied to reduce the amounts of rent payments received from customers (Line 4112. These amounts used to be recognized within other payments in line 4129);

-
refunds from suppliers of the amounts earlier paid for raw materials, materials, works, services are applied to reduce received amounts of payment for raw materials, materials, works, services (Line 4121. These amounts used to be recognized within other receipts in line 4119);

-
the amount of employee remuneration shows all the payments in favor of employees, including the amounts of contributions paid to the trade union (used to be reflected in line 4129 within other payments), amounts for voluntary and personal insurance (used to be reflected in line 4129 within other payments), amounts paid for non-state pension insurance (used to be reflected in line 4129 within other payments), amounts of personal income tax paid (used to be reflected in line 4129 within other payments);
-
refunds from suppliers of the amounts paid in connection with acquisition, creation, upgrading, reconstruction and preparation for use of non-current assets are applied to reduce the amounts paid in connection with acquisition, creation, upgrading, reconstruction and preparation for use of non-current assets (Line 4221. These amounts used to be recognized within other receipts in line 4119).
	Variation of Opening Balances in the Balance Sheet Form for 2012

	
	
	
	
	
	(thousand RUB)

	Line code
	Line name
	Column
	Before variation
	Variation
	After variation

	1120
	Results of research and development
	as of December 31, 2011
	-
	10,600
	10,600

	1122
	Incomplete investments in research, development and technology
	as of December 31, 2011
	-
	10,600
	10,600

	1180
	Deferred tax assets
	as of December 31, 2011
	141,795
	(141,795)
	-

	1190
	Other non-current assets
	as of December 31, 2011
	238,557
	(10,600)
	227,957

	1100
	Total for Section I
	as of December 31, 2011
	25,787,117
	(141,795)
	25,645,322

	1600
	Balance
	as of December 31, 2011
	36,551,613
	(141,795)
	36,409,818

	1420
	Deferred tax liabilities
	as of December 31, 2011
	398,016
	(141,795)
	256,221

	1400
	Total for Section IV
	as of December 31, 2011
	8,228,396
	(141,795)
	8,086,601

	1510
	Borrowed funds
	as of December 31, 2011
	-
	115,618
	115,618

	1511
	Credits repayable within 12 months after the reporting date
	as of December 31, 2011
	-
	2,938
	2,938

	1512
	Loans repayable within 12 months after the reporting date 
	as of December 31, 2011
	-
	112,680
	112,680

	1540
	Estimated liabilities
	as of December 31, 2011
	417,836
	4,902
	422,738

	1550
	Other liabilities
	as of December 31, 2011
	157,230
	(120,520)
	36,710


	Line code
	Line name
	Column
	Before variation
	Variation
	After variation

	1700
	Balance
	as of December 31, 2011
	36,551,613
	(141,795)
	36,409,818

	1120
	Results of research and development
	as of December 31, 2010
	2,911
	10,153
	13,064

	1122
	Incomplete investments in research, development and technology
	as of December 31, 2010
	-
	10,153
	10,153

	1180
	Deferred tax assets
	as of December 31, 2010
	86,349
	(86,349)
	-

	1190
	Other non-current assets
	as of December 31, 2010
	195,407
	(10,153)
	185,254

	1100
	Total for Section I
	as of December 31, 2010
	22,563,615
	(86,349)
	22,477,266

	1600
	Balance
	as of December 31, 2010
	30,801,684
	(86,349)
	30,715,335

	1420
	Deferred tax liabilities
	as of December 31, 2010
	313,891
	(86,349)
	227,542

	1400
	Total for Section IV
	as of December 31, 2010
	6,313,891
	(86,349)
	6,227,542

	1510
	Borrowed funds
	as of December 31, 2010
	-
	111,150
	111,150

	1512
	Loans repayable within 12 months after the reporting date 
	as of December 31, 2010
	-
	111,150
	111,150

	1540
	Estimated liabilities
	as of December 31, 2010
	113,715
	34,341
	148,056

	1550
	Other liabilities
	as of December 31, 2010
	147,996
	(145,491)
	2,505

	1700
	Balance
	as of December 31, 2010
	30,801,684
	(86,349)
	30,715,335


Variation of Data for 2011 in the Cash Flow Statement Form for 2012

(thousand RUB)

	Line code
	Line name
	Column
	Before variation
	Variation
	After variation

	4110
	Receipts – total
	4
	31,187,186
	(990,888)
	30,196,298

	4111
	including:

for sales of products, goods, works and services
	4
	29,663,232
	(518,561)
	29,144,671

	4112
	for rent payments, license payments, royalty, commission fees and other similar payments
	4
	742,813
	(2,965)
	739,848

	4119
	other receipts
	4
	781,141
	(469,362)
	311,779

	4120
	Payments – total
	4
	25,063,805
	(676,123)
	24,387,682

	4121
	including:
to suppliers (contractors) for raw materials, materials, works, services
	4
	15,253,966
	(235,495)
	15,018,471

	4122
	in connection with employee remuneration
	4
	2,397,227
	521,291
	2,918,518

	4124
	of corporate profit tax
	4
	1,305,704
	(2,895)
	1,302,809

	4129
	other payments
	4
	5,432,192
	(959,024)
	4,473,168

	412921
	including:
payments without VAT
	4
	2,063,492
	(689,406)
	1,374,086

	412922
	VAT
	4
	3,368,700
	(269,618)
	3,099,082

	4100
	Net cash flows from current transactions
	4
	6,123,381
	(314,765)
	5,808,616

	4210
	Receipts – total
	4
	81,951
	(384,353)
	466,304

	4211
	including:
for sales of non-current assets (except for financial investments)
	4
	27,331
	384,216
	411,547

	4219
	other receipts
	4
	12,790
	137
	12,927

	4220
	Payments – total
	4
	6,920,855
	69,516
	6,990,371

	4221
	including:
in connection with acquisition, creation, upgrading, reconstruction and preparation for use of non-current assets
	4
	4,263,657
	(31,169)
	4,232,488

	4222
	in connection with acquisition of shares (participation interests) in other organizations
	4
	1,857,198
	100,685
	1,957,883

	4200
	Net cash flows from investments transactions
	4
	6,838,904
	(314,837)
	6,524,067

	4490
	Effect of variation of foreign currency exchange rate to rubles
	4
	24,706
	(72)
	24,634


3. Disclosure of Essential Elements of the Accounting Policy and Accounting Indicators
3.1. Intangible Assets
Intangible assets are recognized for the purposes of accounting at the (actual) initial value determined depending on the conditions of receipt thereof.

The initial value of intangible assets created by the Company or acquired for a fee is deemed to be the amount of actual costs directly associated with the acquisition and creation thereof, excluding recoverable taxes. The initial value of intangible assets obtained by the Company free of charge is deemed to be the market value thereof as of the date of entry in accounting records as investments in non-current assets.

As of December 31, 2012 JSC TransContainer is the holder of rights to the following titles of protection:

· Patent to utility model No. 62388 “Heat Insulated Container”, registered with the National Register of Utility Models of the Russian Federation on April 10, 2007, expired on December 8, 2011. The residual value of this intangible asset is thousand RUB (0 thousand RUB as of December 31, 2011; 127 thousand RUB as of December 31, 2010);

· Certificate to the trademark (service mark) No. 388336 “TransContainer”, registered with the National Register of Trademarks and Service Marks of the Russian Federation on September 2, 2009, valid until August 11, 2018. The residual value of this intangible asset is 61 thousand RUB (53 thousand RUB as of December 31, 2011; 61 thousand RUB as of December 31, 2010);
· Certificate to the trademark (service mark) No. 394807 “TransContainer”, registered with the National Register of Trademarks and Service Marks of the Russian Federation on November 27, 2009, valid until August 11, 2018. The residual value of this intangible asset is 31 thousand RUB (36 thousand RUB as of December 31, 2011; 42 thousand RUB as of December 31, 2010);
· Patent to utility model No. 82174 “Articulated Railway Platform for Transportation of Multi-Ton Containers”, valid until February 9, 2019. The residual value of the patent is 6,485 thousand RUB;
· Patent to utility model No. 122371 “Open Top Multi-Ton Freight Container”, valid until January 19, 2022. The residual value of the patent is 348 thousand RUB;
· Patent to utility model No. 124251 “Multi-Ton Container”, National Register of Utility Models of the Russian Federation on January 20, 2013, valid until October 10, 2022. The residual value of the patent is 875 thousand RUB.
Intangibles received in use from a right holder company, to ensure quantitative accounting and flow, are recognized on off balance sheet account 012 “Received Rights to Use Intellectual Property” and are recorded in the certificate of availability of valuables on off balance sheet accounts. As of December 31, 2012, the intangible assets in use are equal to 452,308 thousand RUB and fully consist of the software received in use (361,733 thousand RUB as of December 31, 2011; 170,168 thousand RUB as of December 31, 2010).
Depreciation is accrued on intangible assets by the straight-line method, proceeding from the initial value of the intangible asset and the depreciation rate calculated on the basis of the useful life of that item. 
Information on the availability and flow of intangible assets is provided in Appendix 4 to these Notes to the Balance Sheet and Income Statement.

3.2. Fixed Assets
The assets that simultaneously meet all of the criteria approved in Accounting Regulations (PBU) 6/01 “Fixed Assets Accounting” are accounted for as fixed assets.

The real estate items for which capital investments are completed and which conform to the conditions set out in clause 4 of PBU 6/01, duly formalized with fixed assets transfer and acceptance acts and other documents, are subject to accounting within fixed assets.

The items the consumer properties of which remain unchanged in time (land plots, land use sites, items referred to museum articles and museum collections, etc.), irrespective of the value thereof, are accounted for within fixed assets.

The assets that comply with the conditions provided by clause 4 of PBU 6/01 and the value of which does not exceed forty thousand (40,000) RUB per unit (not exceeding twenty thousand (20,000) RUB per unit until and including December 31, 2010), are reflected within inventories. 

The initial value of the fixed assets acquired for a fee is deemed to the amount of actual expenses of the Company directly associated with the acquisition, construction and manufacturing thereof, excluding recoverable taxes.

The initial value of the fixed assets contributed to the Company’s authorized capital upon incorporation is the value specified in the transfer and acceptance acts prepared by the founders.
When the Company buys out the fixed assets that fall within the scope of a leasing contract, the initial value is determined proceeding from the amount of lease payments accrued and the surrender value of the property.

The leased fixed assets transferred for conservation or placed in reserve are accounted for separately.

The fixed assets in conservation are accounted for at the initial value determined depending on the way of receipt.

Depreciation on all groups of homogeneous fixed assets is accrued by the straight-line method during the whole useful life of the fixed assets comprised in that group. The information on the useful life and methods of beneficial use is contained in the Company’s Accounting Policy.
The useful lives of fixed assets are set upon their entry in accounting records in accordance with the Classification of Fixed Assets Included in Depreciation Groups as approved by Decree of the Government of the Russian Federation dated January 1, 2002 № 1, as well as, for the purposes of the Accounting Policy, in accordance with JSC RZD Instruction dated October 30, 2003 No. 43r and JSC RZD Directory of Inventory Items of Fixed Assets as approved by JSC RZD Instruction dated March 13, 2007 No. 395r.
Useful Lives of Newly Acquired Fixed Assets
	Name of fixed asset group
	Useful lives (number of years) of fixed assets

	
	from
	up to

	Industrial/non-industrial buildings
	5 years 1 month
	80 years

	Structures and transfer devices
	5 years 1 month
	100 years

	Machines and equipment
	1 year 1 month
	40 years

	Transport vehicles
	3 years 1 month
	40 years

	including freight wagons
	28 years
	28 years

	Production and household accessories
	2 years 1 month
	20 years 1 month

	including containers
	10 years
	10 years

	Other
	3 years 1 month
	15 years 1 month


The Company’s fixed assets are divided into the following groups:
(thousand RUB)

	Name of fixed asset group
	Initial value of fixed assets as of December 31, 2012
	Accrued depreciation as of December 31, 2012
	Residual value of fixed assets as of December 31, 2012
	Share of fixes asset group’s residual value in the total amount, %

	Buildings
	5,380,403
	600,136
	4,780,267
	17.05

	Structures and transfer devices
	5,549,763
	2,088,623
	3,461,140
	12.35

	Machines and equipment
	2,655,530
	1,491,925
	1,163,605
	4.15

	Transport vehicles
	27,977,225
	11,520,157
	16,457,068
	58.71

	including freight wagons
	26,916,028
	10,681,529
	16,234,499
	57.92

	Production and household accessories
	4,723,459
	2,663,778
	2,059,681
	7.35

	including containers
	4,613,061
	2,590,490
	2,022,571
	7.22

	Land plots
	101,645
	Х
	101,645
	0.36

	Other
	8,075
	1,470
	6,605
	0.03

	Total
	46,396,100
	18,366,089
	28,030,011
	100.00


The main share of Company's fixed assets in 2012, as before, consists of freight wagons and containers.

In 2012, the Company for the first time used a fixed asset evaluation model based on revalued price in respect of the following groups of homogeneous fixed assets: buildings, structures (except for the assets engaged in arranging transportation in intermediate containers). 
The results of revaluation of the said groups of fixed assets are recorded in the Balance Sheet data as of December 31, 2012 года. The increase in the initial value of the said assets and the depreciation accrued are allocated to capital surplus, the decrease in the initial value and the depreciation accrued are allocated to other expenses. 

The results of revaluation of the said groups of fixed assets are provided in the tables below:
(thousand RUB)

	Name of fixed asset group
	Initial value of fixed assets as of December 31, 2012 before revaluation
	Appreciation 
	Markdown
	Replacement cost of fixed assets as of December 31, 2012 after revaluation

	Buildings
	4,378,471
	1,067,998
	66,066
	5,380,403

	Structures and transfer devices
	4,263,814
	1,545,019
	259,070
	5,549,763

	Total
	8,642,285
	2,613,017
	325,136
	10,930,166


(thousand RUB)
	Name of fixed asset group
	Depreciation accrued on fixed assets as of December 31, 2012 before revaluation
	Appreciation 
	Markdown
	Depreciation accrued on fixed assets as of December 31, 2012 after revaluation

	Buildings
	352,365
	263,047
	15,276
	600,136

	Structures and transfer devices
	1,442,878
	739,304
	93,559
	2,088,623

	Total
	1,795,243
	1,002,351
	108,835
	2,688,759


The Company rents fixed assets. Rented fixed assets are recorded on off balance sheet account 001 “Rented fixed assets” at the value determined in accordance with the rent agreement and the transfer and acceptance act. In the rent agreement does not provide for evaluation of rented fixed assets, such fixed assets are recognized at the value of rent payments provided by the rent agreement. As of December 31, 2012 the Company rents fixed assets in the amount of 579,769 thousand RUB (3,549,824 thousand RUB as of December 31, 2011; 3,789,373 thousand RUB as of December 31, 2010), including under financial leasing contracts in the amount of 0 thousand RUB (2,320,035 thousand RUB as of December 31, 2011; 2,744,900 thousand RUB as of December 31, 2010).
Information on rented fixed assets of the Company:
	
	
	
	
	
	
	(thousand RUB)

	Fixed asset group
	Balance as of December 31, 2012
	Share in % to total as of December 31, 2012
	Balance as of December 31, 2011
	Share in % to total as of December 31, 2011
	Balance as of December 31, 2010
	Share in % to total as of December 31, 2010

	Rented fixed assets
	579,769
	100.00
	3,549,824
	100
	3,789,373
	100.00

	Land plots
	64,142
	11.06
	55,538
	1.56
	54,977
	1.45

	Buildings
	302,643
	52.20
	183,987
	5.18
	199,716
	5.27

	Structures
	11,950
	2.06
	31,562
	0.89
	11,057
	0.29

	Transport vehicles
	1,728
	0.30
	621,439
	17.51
	622,686
	16.43

	including
	
	
	
	
	
	

	   Motor transport
	-
	-
	621,439
	17.51
	578,631
	15.27

	     including
	
	
	
	
	
	

	       Leased motor transport
	-
	-
	620,835
	17.49
	578,631
	15.27

	       Other motor transport
	1,728
	0.30
	604
	0.02
	-
	-

	   Other leased transport vehicles
	-
	-
	-
	-
	42,205
	1.11

	   Other transport vehicles
	-
	-
	-
	-
	1,850
	0.05

	Other types of fixed assets
	156
	0.03
	63
	0.01
	54
	0.00

	Freight wagons
	147,350
	25.42
	2,647,165
	74.57
	2,892,003
	76.32

	including
	
	
	
	
	
	

	   Leased freight wagons
	-
	-
	1,699,200
	47.87
	2,124,064
	56.05

	   Other freight wagons
	147,350
	25.42
	947,965
	26.70
	767,939
	20.27

	Containers
	51,800
	8.93
	10,070
	0.28
	8,880
	0.24

	   Leased containers
	-
	-
	-
	-
	-
	-

	   Other containers
	51,800
	8.93
	10,070
	0.28
	8,880
	0.24

	Total
	
	
	3,549,824
	100.00
	3,789,373
	100.00

	   under rent contracts
	579,769
	100.00
	1,229,789
	34.64
	1,044,473
	27.56

	   under leasing contracts
	-
	-
	2,320,035
	65.36
	2,744,900
	72.44


The company also rents out owned fixed assets, the initial value of which as of December 31, 2012 equals to 531,125 thousand RUB (243,539 thousand RUB as of December 31, 2011; 101,758 thousand RUB as of December 31, 2010).
As of December 31, 2012 placed in conservation were fixed assets the initial value of which equaled to 409,634 thousand RUB (482,667 thousand RUB as of December 31, 2011; 503,826 thousand RUB as of December 31, 2011).
As of December 31, 2012 the fixed assets the value of which does not amortize included land plots in the amount of 101,645 thousand RUB (101,645 thousand RUB as of December 31, 2011; 101,683 thousand RUB as of December 31, 2010).
Information on the availability and flow of fixed assets is provided in Appendix 5 to these Notes to the Balance Sheet and Income Statement.

3.3. Construction in Progress
Construction in progress includes the costs that the Company bears in making capital investments in capital assets for the purpose of their renovation, reconstruction and upgrading being in progress as of the reporting date. As of December 31, 2012 the Company’s expenses on construction in progress amounted to 1,385,674 thousand RUB (1,254,317 thousand RUB as of December 31, 2011; 1,510,617 thousand RUB as of December 31, 2010). 
Information on the availability and flow of the assets the construction of which is in progress is provided in Appendix 6 to these Notes to the Balance Sheet and Income Statement.
3.4. R&D Expenses
R&D expenses are recorded on subaccount 04.2 “Expenses on research, development and technology” of account 04 “Intangible assets” in the following cases:

· R&D results are subject to legal protection but are not formalized as prescribed by law;

· R&D results are not subject to legal protection according to the provisions of law in force.

The expenses specified are reflected in the Balance Sheet in line 1121 “including: research, development and technology”.

R&D expenses are subject to preliminary capitalization on account 08 “Investments in non-current assets”, subaccount 08 “Performance of research, development and technology works”.

The said expenses are reflected in the Balance Sheet in line 1122 “Incomplete investments in research, development and technology”.

R&D expenses are written off to general expenses from the 1st day of the month after the R&D result starts being actually used in production. R&D expenses are written off on a straight-line basis during the assumed useful life of R&D results (by a straight-line method).

The write-off period for R&D expenses is determined based on the expected useful life of the R&D results, but may not exceed two years.

Information on the availability and flow of R&D results is provided in Appendix 4 to these Notes to the Balance Sheet and Income Statement.

3.5. Other non-current assets
Line 1190 “Other non-current assets” reflects expenses on non-exclusive rights to use intangible assets, expenses to obtain licenses and certificates over 12 months.

(thousand RUB)

	Name
	Balance as of December 31, 2012
	Share in % to total as of December 31, 2012
	Balance as of December 31, 2011
	Share in % to total as of December 31, 2011
	Balance as of December 31, 2010
	Share in % to total as of December 31, 2010

	Property transferred in operating management
	-
	-
	-
	-
	-
	-

	Licenses, certificates and other permissions
	-
	-
	-
	-
	-
	-

	Obtained rights to use intangible assets
	220,954
	100.00
	227,957
	100.00
	107,266
	57.90

	Other
	
	
	
	
	77,988
	42.10

	Total
	220,954
	100.00
	227,957
	100.00
	185,254
	100.00


3.6. Inventories
Inventories are accounted in accordance PBU 5/01 “Inventories Accounting”.

Tangible assets are accounted by accrual method.

When choosing the accounting unit for inventories (by separate types thereof), the Company relies on that the assumed accounting unit of inventories should ensure generation of complete and reliable information on these inventories, as well as proper control over their availability and flow. Depending on the type of inventories, manner of acquisition and use thereof, an inventory unit may be a nomenclature number, a batch, a homogeneous group, etc.

Inventories are entered in accounting records as materials and commodities using the account for procurement and acquisition of tangible assets and the account for deviation in value of tangible assets.

Materials and commodities are reflected in accounting at book prices on separate material account and commodity account.

The book prices for the materials and commodities acquired for a fee are based on the acquisition prices thereof provided by contracts, net of transportation and procurement costs. Other expenses separately specified in purchase contracts for materials and commodities as well as other costs directly associated with acquisition of materials and commodities and forming the actual cost thereof are allocated to transportation and procurement costs and reflected on the account for deviation in value of tangible assets.

The book price for manufactured materials is based on standard (target) cost of manufacturing. The difference between the actual and the standard (target) manufacturing cost of materials is reflected on the account for deviation in value of tangible assets.

Inventories (except for commodities accounted at selling value) released to production or otherwise retired are evaluated at weighted average (monthly) cost. When applying average monthly actual cost (weighted evaluation), the calculation is based on the quantity and value of inventories as of the beginning of the month and all receipts during the month.

The share of writing off of the amount of deviations in the value of inventories for separate types or groups is determined in proportion to their book value based on what the remaining amount of deviation as of the beginning of the month and the current deviations bear to the remaining amount of these inventories as of the beginning of the month and all the receipts in the month at the book value.

The resulting value multiplied by 100 gives a Percentage to be used for writing off the deviation to an increase (decrease) in the book value of the inventories used.

The deviation amounts accrued on the account for deviation in value of tangible assets as well as on the separate subaccount of the finished product account are written off to respective accounts in the proportion calculated as described above.

Assets with the value not exceeding forty thousand (40,000) RUB per unit (not exceeding twenty thousand (20,000) RUB per unit until and including December 31, 2010) are reflected within inventories and written off to production costs as the same are released to production or operation. In order to secure such assets in production or operation the Company properly controls their flow at an off balance sheet account.
Information on the inventories is provided in the table below:
(thousand RUB)

	Inventory group name
	Balance as of December 31, 2012
	Balance as of December 31, 2011
	Balance as of December 31, 2010

	Raw and other materials
	45,606
	30,119
	37,059

	Bought-in semi-finished products and components, constructions and parts
	23,364
	42,747
	47,935

	Fuel
	8,046
	7,905
	8,241

	Package and packaging materials
	43
	47
	59

	Spare parts
	103,243
	63,720
	50,657

	Other materials
	14,737
	8,392
	7,937

	Materials transferred to third parties for processing
	15,240
	6,479
	15,242

	Construction materials
	6,771
	22,269
	38,212

	Equipment and maintenance accessories
	6,346
	5,195
	4,832

	Special gear and special clothing in stock
	13,104
	13,495
	9,682

	Special gear and special clothing in operation
	5,623
	4,995
	4,999

	Assets with the value not exceeding 40,000 RUB and useful life above 12 months
	17,289
	18,304
	11,201

	Recyclable waste, scrap, junk
	34,564
	25,625
	10,442

	Uniform
	169
	398
	-

	Finished products and commodities for resale
	499
	118
	1,142

	Total
	294,644
	249,808
	247,640


Inventory balances as of December 31, 2012 increased by 17.95% as compared with the beginning of the reporting period. A huge share is taken by spare parts (35.04%) used to repair freight wagons and cargo handling machinery.

Inventory balances as of December 31, 2011 increased by 0,88% as compared with December 31, 2010. The most share is taken by spare parts (25.51%), used to repair freight wagons and cargo handling machinery.

As of December 31, 2012, as well as of December 31, 2011, December 31, 2010 the Company had no inventories that are in transit or pledged.

Information on the availability and flow of inventories is provided in Appendix 7 to these Notes to the Balance Sheet and Income Statement.

3.7.  Deferred Expenses
The Company allocates to deferred expenses such expenses as are actually incurred in the reporting period but cannot be included in the cost of services, works and products sold of the current reporting period, because they relate to subsequent reporting periods.

Deferred expenses are subject to straight-line write-off at the expense of respective sources of coverage during the period which they relate to.

Breakdown of line 1216 “Deferred expenses”:
(thousand RUB)

	Name
	Balance as of December 31, 2012
	Share in % to total as of December 31, 2012
	Balance as of December 31, 2011
	Share in % to total as of December 31, 2011
	Balance as of December 31, 2010
	Share in % to total as of December 31, 2010

	Software products and databases
	17,516
	100.00
	5,522
	100.00
	15,924
	21.47

	Expenses to acquire licenses
	—
	—
	—
	—
	3,275
	4.42

	Expenses to insure property
	—
	—
	—
	—
	4,964
	6.69

	Expenses on voluntary personal and medical insurance
	—
	—
	—
	—
	11,336
	15.28

	Depreciation accrued on fixed assets in reserve
	—
	—
	—
	—
	9,983
	13.46

	Other
	—
	—
	—
	—
	28,687
	38.68

	Total
	17,516
	100.00
	5,522
	100.00
	74,169
	100.00


Deferred expenses relating to the periods starting after the end of the year following the reporting year are shown in the Balance Sheet as long-term assets in line 1190 “Other non-current assets” as of December 31, 2012 in the amount of 220,954 thousand RUB (227,957 thousand RUB as of December 31, 2011; 185,254 thousand RUB as of December 31, 2010).
3.8. Financial Investments
Financial investments are accounted in accordance with PBU 19/02 “Financial Investments Accounting”. Financial investments are accounted only at the headquarters of the Company.

The initial value of financial investments acquired for a fee is deemed to be the amount of actual costs directly associated with the acquisition thereof, excluding recoverable taxes.
Information on the value, composition and flow of Company’s financial investments:
(thousand RUB)

	Type of financial investments
	Value of financial investments as of January 01, 2012
	Received
	Retired
	Value of financial investments as of December 31, 2012
	Amount of income accrued in 2012

	Long term financial investments

	Contribution to the authorized capital of 
Oy ContainerTrans 
Scandinavia Ltd
	2,663
	-
	-
	2,663
	678

	Contribution to the authorized capital of Trans Eurasia Logistics GmbH
	4,956
	-
	-
	4,956
	-

	Contribution to the authorized capital of TransContainer-Slovakia, a.s.
	29,690
	-
	-
	29,690
	-

	Contribution to the authorized capital of TransContainer 
Asia Pacific Ltd.
	12,225
	-
	-
	12,225
	-

	Contribution to the authorized capital of Chinese-Russian Rail-Container International Freight Forwarding (Beijing) Co. Ltd
	29,603
	-
	-
	29,603
	-

	Contribution to the authorized capital of TransContainer Europe GmbH
	92,013
	-
	-
	92,013
	-

	Contribution to the authorized capital of ООО Prostor Invest Group
	12
	-
	-
	12
	-

	Contribution to the authorized capital of Helme’s Development Company Ltd
	1,369,132
	-
	1,369,132
	-
	15,014

	Contribution to the authorized capital of Logistic Investment S.a r.l.
	588,141
	1,369,204
	-
	1,957,345
	-

	Contribution to the authorized capital of Helme’s operation UK Company Ltd
	-
	1,369,132
	1,369,132
	-
	8,047

	Total
	2,128,435
	2,738,336
	2,738,264
	2,128,507
	23,739

	Short term financial investments
	Краткосрочные финансовые вложения

	Deposit
(JSC TransCreditBank)
	300,000
	950,000
	550,000
	700,000
	24,828

	Deposit
(OJSC Gazprombank)
	500,000
	250,000
	500,000
	250,000
	23,327

	Deposit
(ОАО VTB Bank)
	-
	650,000
	350,000
	300,000
	24,058

	Total
	800,000
	1,850,000
	1,400,000
	1,250,000
	72,213


On February 2, 2012, under Agreement on General Terms and Conditions of Transactions No. 2586 dated August 1, 2008 with OJSC Gazprombank, the Company placed a deposit in the amount of 250,000 thousand RUB for 368 days at 8.85% per annum. The conditions of the deposit transaction do not allow early repayment of the deposit. In 2012 the Company accrued interest income on the said transaction amounting to 20,130 thousand RUB.

On July 24, 2012, under Master Agreement on General Terms and Conditions of Deposit Transactions No. 29-GS/530300 dated May 17, 2012 with ОАО VTB Bank the Company placed a deposit in the amount of 300,000 thousand RUB for 181 days at 8.05% per annum. In 2012 the Company accrued interest income on the said transaction amounting to 10,557 thousand RUB.

On September 6, 2012, under Master Agreement on Placement of Deposits No. GS-7269 dated November 15, 2006 with JSC TransCreditBank JSC TransContainer placed a deposit in the amount of 200,000 thousand RUB for 169 days at 8.22% per annum. The conditions of the deposit transaction allow for early repayment of the deposit, subject to submission to the bank of a request for early repayment of deposit at least 3 business days prior to repayment of the deposit. In the event of early repayment of the deposit on request of JSC TransContainer the bank shall pay simple interest on the deposit at the rate of 0.15% per annum. There was no need of early repayment of the deposit. In 2012 the Company accrued interest income on the said transaction amounting to 5,210 thousand RUB.

On October 30, 2012, under Master Agreement on Placement of Deposits No. GS-7269 dated November 15, 2006 with JSC TransCreditBank JSC TransContainer placed a deposit in the amount of 500,000 thousand RUB for 115days at 8.5% per annum. The conditions of the deposit transaction allow for early repayment of the deposit, subject to submission to the bank of a request for early repayment of deposit at least 3 business days prior to repayment of the deposit. In the event of early repayment of the deposit on request of JSC TransContainer the bank shall pay simple interest on the deposit at the rate of 0.15% per annum. There was no need of early repayment of the deposit. In 2012 the Company accrued interest income on the said transaction amounting to 7,199 thousand RUB.

	Type of financial investments
	Value of financial investments as of January 01, 2011
	Received
	Retired
	Value of financial investments as of December 31, 2011
	Amount of income accrued in 2011

	Long term financial investments

	Contribution to the authorized capital of 
Oy ContainerTrans 
Scandinavia Ltd
	2,663
	—
	—
	2,663
	2,837

	Contribution to the authorized capital of Trans Eurasia Logistics GmbH
	4,956
	—
	—
	4,956
	—

	Contribution to the authorized capital of TransContainer-Slovakia, a.s.
	29,690
	—
	—
	29,690
	—

	Contribution to the authorized capital of TransContainer 
Asia Pacific Ltd.
	12,225
	—
	—
	12,225
	—

	Contribution to the authorized capital of Chinese-Russian Rail-Container International Freight Forwarding (Beijing) Co. Ltd
	5,921
	23,682
	—
	29,603
	—

	Contribution to the authorized capital of TransContainer Europe GmbH
	92,013
	—
	—
	92,013
	—

	Contribution to the authorized capital of ООО Prostor Invest Group
	—
	12
	—
	12
	—

	Contribution to the authorized capital of Helme’s Development Company Ltd
	—
	1,369,132
	—
	1,369,132
	—

	Contribution to the authorized capital of Logistic Investment S.a r.l.
	—
	588,141
	—
	588,141
	—

	Contribution to the authorized capital of JSC Kedentransservice
	—
	586,712
	586,712
	—
	8,064

	TOTAL
	147,468
	2,567,679
	586,712
	2,128,435
	10,901

	Short term financial investments

	Deposit
(JSC TransCreditBank)
	—
	300,000
	—
	300,000
	4,208

	Deposit
(OJSC Gazprombank)
	—
	500,000
	—
	500,000
	6,945

	TOTAL
	—
	800,000
	—
	800,000
	11,153


Description of long term financial investments.

In 2007 the Company bought out 50% shares (with total value of 75 thousand EUR or 2,663 thousand RUB) in Oy ContainerTrans Scandinavia Ltd located in Helsinki, Finland. The company’s share capital amounting to 150 thousand EUR consists of 300 shares with a par value of 500 EUR. The company is engaged in arranging, operating, selling, marketing and developing a full range of logistic solutions in the area of container transportation between Finland and Russia, as well as purchasing the services of transportation, loading, forwarding, operation, unloading, customs clearance, to-door delivery, storage and related services to perform the said transportation. The operations of this subsidiary are capable of increasing the export-import and transit freight turnover with member countries of the European Union. The overwhelming share of freight transportation arranged by Oy ContainerTrans Scandinavia Ltd will be carried out with engagement of the wagon and container fleet of JSC TransContainer.

In 2008 the Company took part in establishing a joint venture company Trans Eurasia Logistics GmbH. The joint venture was incorporated in Germany as a limited liability company located in Berlin in the Federal Republic of Germany. Trans Eurasia Logistics GmbH activities include arrangement of rail and other freight transportation (except for pipeline and air transportation) between the Western Europe and the CIS and provision of additional services associated with such transportation. The initial share capital amounts to 100 thousand EUR. The share capital is divided into five shares with a par value equal to the monetary contributions of shareholders. The Company owns a share with a par value of 20 thousand EUR, i.e. the Company’s stake in the authorized capital of the joint venture is 20%. In 2009, the Company made an additional contribution to the free capital reserves of the joint venture Trans Eurasia Logistics GmbH in amount of 100 thousand EUR pursuant to clause 3.2. of the Shareholder Agreement.

In 2009 the Company became the sole founder of TransСontainer — Slovakia, a.s, a closed joint stock company incorporated without a possibility to invite public subscription to shares, located in Košice, Slovak Republic. The company was incorporated on June 10, 2009. The company's authorized capital amounts to 640 thousand EUR. As of December 31, 2009 the Company transferred 544 thousand EUR, which is equivalent to 23,654 thousand RUB, to the share capital of the subsidiary. During 2010 the Company transferred the remaining part of contribution to the share capital of TransContainer — Slovakia, a.s in the amount of 96 thousand EUR, and made an additional contribution to the statutory reserves of the subsidiary amounting to 64 thousand EUR. As of December 31, 2012 the share capital of TransСontainer — Slovakia, a.s has been fully paid up. The operations of this subsidiary create conditions to increase the volume of container freights carried on rail on the route of International Transport Corridor 5.
In 2010 the Company became the sole founder of a subsidiary company under the laws of the Republic of Korea, TransContainer Asia Pacific Ltd., located in Seoul, Republic of Korea. The Company’s share capital amounts to 460,000 thousand KRW. As of December 31, 2012 the share capital is fully paid up. The company is engaged in sale of services related to freight container transportation, arranging and following up transportation, transshipment, delivery, processing and forwarding services in respect of foreign trade freights on JSC TransContainer container lines.

In 2010 the Company took part in establishing a joint Russian-Chinese limited liability company under the laws of People’s Republic of China, Chinese-Russian Rail-Container International Freight Forwarding (Beijing) Co., Ltd, located in Beijing, People’s Republic of China. The company’s share capital amounts to 2,000 thousand USD, the Company’s stake is 49%. As of December 31, 2012 the Company paid up 100% of its stake in the amount of 980 thousand USD in accordance with the Joint Venture Agreement. The joint venture company is engaged in agency services in respect of international land transportation of export and import freights.

In 2010 the Company became the sole founder of Limited Liability Company TransContainer Europe GmbH located in Vienna, Austria. It was incorporated on June 23, 2010 года. The company’s share capital amounts to 2,400 thousand EUR. As of December 31, 2012 the share capital is fully paid up. The subsidiary conducts business in the following areas: (1) facilitation of investments in subsidiaries, both in the field of freight transportation (including container) across Europe and in adjacent areas, as well as management thereof, (2) provision of door-to-door container freight delivery services, both in single containers and in single and batched container and wagon shipments, as well as container trains to and from Europe.

In 2011 the Company bought out 100% interest in the authorized capital of ООО Prostor Invest Group located in Moscow, Russia. The company’s authorized capital amounts to 10 thousand RUB. The contractual value of 100% interest in the authorized capital amounted to 12 thousand RUB. The subsidiary is engaged in implementing the Company’s option program.

In 2011 the Company acquired 100% share of Helme’s Development Company Ltd located in Road Town, British Virgin Islands. The subsidiary’s share capital consists of 1 ordinary share without par value. The purchase price amounted to 47,636 thousand USD. As of December 31, 2011 the share is fully paid up by the Company. In 2012, in winding up Helme’s Development Company Ltd, 1 share of Helme's Operation UK Limitеd (UK) holding 46.9% shares in JSC Kedentransservice (Republic of Kazakhstan), was transferred by Helme's Development Company Limited (BVI) to JSC TransContainer. In December 2012 the Company transferred 1 share in Helme's Operation UK Limited to the share capital of Logistic Investment S.a r.l.

In 2011 the Company established a 100% subsidiary, Logistic Investment S.a.r.l., in the jurisdiction of Luxemburg to acquire shares in JSC Kedentransservice in accordance with the parity participation structure. The subsidiary's share capital amounted to 12 thousand EUR. As of December 31, 2012 the subsidiary’s shares are fully paid up. By resolution of the Board of Directors, in September 2011 the Company additionally transferred to the share capital of Logistic Investment S.a.r.l. 20.1% shares in JSC Kedentransservice with the value of 20,413 thousand USD. In 2012 an adjustment was made in accounting records to increase the said value by 2 thousand EUR. In December 2012 the Company fully paid up 1 new share in Logistic Investment S.a.r.l. by making an in-kind contribution of 100% (one hundred percent) share and ownership rights in Helme's Operation UK Limitеd.

In 2011 the Company bought out 20.1% shares in JSC Kedentransservice located in Astana, Republic of Kazakhstan. JSC Kedentransservice is the largest terminal operator in the Republic of Kazakhstan, providing logistic services in the area of freight transportation by rail and motor transport. The acquisition price of the shares amounted to 20,413 thousand USD. As of December 31, 2012 the Company has fully paid up the said shares. By resolution of the Board of Directors, in September 2011 the Company withdrew from JSC Kedentransservice by contributing 20.1% shares to the share capital of the 100% subsidiary, Logistic Investment S.a.r.l.

3.9. Money and Money Equivalents
The Cash Flow Statement provides the data resulting from entries on money accounts (cash on hand, bank accounts (except for deposits)) and money equivalents.

For a financial investment to be classified as a money equivalent it should be easily convertible into a pre-known amount of money and exposed to insignificant risk of value variation. A financial investment is classified as a money equivalent if its maturity is less than three month from the date of acquisition.

Moreover, the Company recognizes as money equivalents the bank bills used in settlements for the goods sold, works performed, services rendered, with a maturity of under three months. These bills are peculiar for that they are acquired at par value and used at the same value for settlements with other counterparties.

When reflecting in the Cash Flow Statement the cash flows that are denominated in a foreign currency, there is no use of an average exchange rate of the foreign currency to convert cash flows into rubles in connection with the performance of a large number of homogeneous transactions in such foreign currency when the official exchange rate of the foreign currency to ruble as established by the Central Bank of Russia calculated for a month or a shorter period slightly changes.

The cash flows that characterize the activities of Company's counterparties rather than the activities of the Company, and/or when receipts from certain persons involve payments to other persons, are reflected in the Cash Flow Statement in a folded form. Examples of such flows include the amount of VAT attributed to receipts from purchasers and customers, payments to suppliers and contractors and payments to the budget system and recovery of VAT therefrom; cash flows associated with agency services.

The information on significant cash flows between the Company and companies or partnerships that are subsidiary, dependent or parent in respect of the Company, as well as between other affiliates is reflected in the Cash Flow Statement separately from similar cash flows between the Company and other persons in accordance with the rules of completion of the Cash Flow Statement under PBU 23/2011 “Cash Flow Statement”.

The money and money equivalents:
(thousand RUB)

	Name
	Balance as of December 31, 2012
	Share in % to total as of December 31, 2012
	Balance as of December 31, 2011
	Share in % to total as of December 31, 2011
	Balance as of December 31, 2010
	Share in % to total as of December 31, 2010

	Cash on hand
	260
	0.03
	249
	0.01
	329
	0.03

	Cash in settlement accounts
	766,521
	75.16
	235,848
	12.05
	530,855
	41.89

	Cash in foreign currency accounts
	247,014
	24.22
	388,602
	19.84
	134,051
	10.58

	Cash in special bank accounts
	4,006
	0.39
	1,338
	0.07
	1,159
	0.09

	Other money and transfers in transit
	1,998
	0.20
	2,218
	0.11
	830
	0.06

	Money equivalents
	-
	-
	1,330,000
	67.92
	600,000
	47.35

	Total
	1,019,799
	100.00
	1,958,255
	100.00
	1,267,224
	100.00


3.10. Accounts Receivable
Data on the amount and structure of accounts receivable by type:
(thousand RUB)

	Type of accounts receivable
	Amount as of December 31, 2012
	Percentage of total as of December 31, 2012
	Amount as of December 31, 2011
	Percentage of total as of December 31, 2011
	Amount as of December 31, 2010
	Percentage of total as of December 31, 2010

	Settlements with buyers and customers for own services of the Company
	767,597
	13.95
	882,061
	13.14
	888,339
	15.37

	Settlements under claims
	15,707
	0.28
	43,035
	0.64
	15,194
	0.26

	Settlements with extrabudgetary funds
	12,583
	0.23
	12,048
	0.18
	21,315
	0.37

	Settlements with the budget
	1,361,584
	24.74
	455,677
	6.79
	129,415
	2.24

	Advances paid
	1,965,146
	35.71
	4,334,606
	64.60
	3,949,207
	68.32

	Settlements with personnel
	12,397
	0.23
	12,605
	0.19
	15,885
	0.27

	Settlements with buyers and customers for re-charged services (JSC RZD and other co-contractors)
	486,377
	8.84
	817,188
	12.18
	520,940
	9.01

	Settlements with other debtors
	881,560
	16.02
	153,182
	2.28
	240,476
	4.16

	Total accounts receivable
	5,502,951
	100.00
	6,710,402
	100.00
	5,780,771
	100.00


Accounts receivable as of the reporting date reduced as compared with the beginning of the reporting period by 17.99%. The main share, as in the previous reporting period, is taken by advances paid (35.71%). As of December 31, 2012 advances paid include advances for capital investments in the amount of 305,819 thousand RUB.
On August 9, 2012 the security payment under Preliminary Contract for Sale and Purchase of Real Estate No. 1024 dated August 1, 2008 of 1,942,309 thousand RUB was returned by OOO Ladya River to the settlement account of JSC TransContainer. The Cash Flow Statement reflects this receipt in line 4219 “Other receipts” of section “Cash flows from investment transactions”. 
As of December 31, 2011 advances paid included advances for capital investments in the amount of 2,065,052 thousand RUB, including:
· security payment to OOO Ladya River of 1,942,309 thousand RUB under Preliminary Contract for Sale and Purchase of Real Estate No. 1024 dated August 1, 2008. The subject matter of the contract is the purchase of a part of building located at 19 Oruzheyny per., Moscow;

According to Contract of Pledge of Property Rights No. 1167 dated November 28, 2008 between OOO Ladya River and JSC TransContainer the amount to secure obligations and payments received under Preliminary Contract for Sale and Purchase of Real Estate No. 1024 dated August 1, 2008 amounted to 2,673,000 thousand RUB as of December 31, 2011;
· for supply of railway platforms to carry multi-ton containers under Contract No. TKd/11/10/0005 dated October 2011 with OOO Prioritet in the amount of 132,258 thousand RUB.
As of December 31, 2010 advances paid included advances for capital investments in the amount of 2,007,922 thousand RUB, including:
· security payment to OOO Ladya River of 1,642,309 thousand RUB under Preliminary Contract for Sale and Purchase of Real Estate No. 1024 dated August 1, 2008. The subject matter of the contract is the purchase of a part of building located at 19 Oruzheyny per., Moscow;

According to Contract of Pledge of Property Rights No. 1167 dated November 28, 2008 between OOO Ladya River and JSC TransContainer the amount to secure obligations and payments received under Preliminary Contract for Sale and Purchase of Real Estate No. 1024 dated August 1, 2008 amounted to 2,673,000 thousand RUB as of December 31, 2010
· for supply of railway platforms to carry multi-ton containers under Contract No. 738 dated January 2011 with OOO InterSystemCapital in the amount of 114,000 thousand RUB and under Contract No. 914 dated May 28, 2008 with OOO InterSystemCapital in the amount of 111,026 thousand RUB;
· for supply of railway platforms to carry multi-ton containers under Contract No. 90 dated April 20, 2009 with OAO Armavir Heavy Engineering Plant in the amount of 13,629 thousand RUB.
Doubtful debt is deemed to be accounts receivable from a debtor as of the date of making a decision to create a reserve for doubtful debts, subject to existence of one of the following conditions:

· availability of a document issued by an executive or a judicial body advising of unsatisfactory financial situation, possible bankruptcy, restructuring of the debtor or of other factors preventing timely performance by the debtor of its obligations;

· availability of a document issued by a competent authority evidencing force majeure events arising due to insuperable force, that is extraordinary, and unavoidable under given conditions, events associated with material changes in national or local economic or political conditions, acts of God (military actions, political disturbances, financial and economic instability (crisis), fires, floods, etc.), preventing timely performance by the debtor of its obligations;

· debts of federal executive bodies, executive bodies of constituent entities of the Russian Federation, local self-government bodies and extrabudgetary funds arising in connection with government regulation of prices and tariffs, the source of financing for which, as of the date of making a decision to create a reserve, is not provided for in the respective budgets of such bodies, as well as debts of other debtors, the repayment of which directly or indirectly depends on performance by federal executive bodies, executive bodies of constituent entities of the Russian Federation, local self-government bodies and extrabudgetary funds of obligations to compensate for the income dropped out as a result of price and tariff regulation in connection with the absence of corresponding limits (funds( in their budgets;

· debts that arose more that twelve months ago and not repaid in due time prescribed by the contract, not secured with a pledge, suretyship, bank guarantee, and not subject to restructuring (payment) in the next reporting year.

The amounts of the reserve for doubtful debts are accounted broken down by counterparties and contracts.
As of December 31, 2012, based on the results of stock-taking, the reserve for doubtful accounts receivable of the Company amounts to 93,748 thousand RUB (169,903 thousand RUB as of December 31, 2011; 78,369 thousand RUB as of December 31, 2010).
Information on the existence of accounts receivable is provided in Appendix 8 to these Notes to the Balance Sheet and Income Statement.

3.11. Capital and Reserves
3.11.1. Authorized Capital
The Company’s authorized capital amounts to 13,894,778 thousand RUB.
The Company’s authorized capital consists of 13,894,778 ordinary registered uncertified shares with a par value of 1,000 RUB each.

In 2007 the Company’s authorized capital was fully paid up.

Since November 12, 2010, ordinary registered uncertified shares of JSC TransContainer started being traded in the trading system of CJSC MICEX Stock Exchange and the trading system of OJSC RTS under trading code (ticker) TRCN. Par value of one share is one thousand (1,000) RUB, State Registration Number of Issue 1-01-55194-Е dated May 11, 2006. The shares were included in CJSC MICEX Stock Exchange Quotation List “I”, and on September 1, 2011, by resolution of CJSC MICEX Stock Exchange the Company’s shares were transferred to CJSC MICEX Stock Exchange Quotation List “B”.
On December 12, 2011 ordinary shares of JSC TransContainer were excluded from OJSC RTS Quotation List due to the exchange’s merger with CJSC MICEX.

Also, since November 9, 2010 the London Stock Exchange started trading in global depositary receipts on Company’s shares.

3.11.2.
Reserve Capital
The Company’s Articles of Association provide for the creation of a reserve fund amounting to 5% of the Company’s authorized capital. Annual mandatory allocations to the reserve fund amount to 5% of Company’s net profit in the previous period, until the reserve fund reaches its specified size.

The size of the reserve fund as of December 31, 2012 was 478,055 thousand RUB 
(304,016 thousand RUB as of December 31, 2011; 283,808 thousand RUB as of December 31, 2010).
In 2012, on the basis of Resolution of the General Meeting of Shareholders No. 20 dated June 26, 2012, allocations were made to the reserve fund in the amount of 174,039 thousand RUB (5% of Company’s net profit in 2011).

3.11.3.
Capital Surplus
The capital surplus (without revaluation) as of December 31, 2012 года was 103,315 thousand RUB (104 201 thousand RUB as of December 31, 2011; 103,881 thousand RUB as of December 31, 2010).
Non-current assets were appreciated as of December 31, 2012 by 1,610,666 thousand RUB
The variation of capital surplus in 2012 was due to accrual of exchange differences from revaluation of assets and liabilities used by the Company to carry out activities outside the Russian Federation in the amount of 886 thousand RUB (decrease), as well as due to the appreciation of fixed assets as a result of the revaluation in the amount of 1,610,666 thousand RUB.
3.11.4.
Unallocated Profits
The unallocated profits in the Balance Sheet as of the end of the reporting period is 11,570,220 thousand RUB (8,145,402 thousand RUB as of December 31, 2011; 4,725,256 thousand RUB as of December 31, 2010).
Over 2012, unallocated profits increased by 4,817,151 thousand RUB owing to the net profit of 2012.

Over 2011, unallocated profits increased by 3,480,788 thousand RUB owing to the net profit of 2011 and were allocated by 3,480,788 thousand RUB in the amount of allocations made pursuant to Resolution of the General Meeting of Shareholders (minutes No. 20 dated June 26, 2012):

· allocations to the reserve fund in the amount of 174,039  thousand RUB;

· distribution of dividends in the amount of 1,218,294 thousand RUB (87.68 RUB per share), which were fully paid out to Company shareholders in 2012;

· financing of investments in the amount of 1,913,695 thousand RUB;

· sponsorship and charitable activities in the amount of 174,039 thousand RUB;

· remuneration of the Members of Revision Commission in the amount of 721 thousand RUB.
3.12. Credits and Loans
Expenses on credits and loans in the Company are accounted in accordance with PBU 15/2008 “Loan and Credit Expenses Accounting”.

The Company recognizes the principle amount of debt in accounting records upon actual receipt of funds and reflects it as settlements under credits and loans.
Interest on the credits and loans received is accrued and paid in accordance with the terms of the contract, но but not less frequently than once a month. Interest accrued on the loans and credits received are referred by the Company to current expenses as other income or expense, except where the borrowed funds are used to finance “investment assets”.

Starting from JSC TransContainer 2012 Accounting Statements, for the purposes of more objective disclosure of information in the Balance Sheet, the amounts of interest accrued on credits and loans are shown in lines “Borrowed funds”, depending on maturity. In this connection, line 1511 “Credits repayable within 12 months after the reporting date” increased by the amount of interest accrued on long-term credits in column “as of December 31, 2011” by 2,938 thousand RUB. Line 1512 “Loans repayable within 12 months after the reporting date” increased by the amount of interest accrued on long-term loans in column “as of December 31, 2011” by 112,680 thousand RUB, in column “as of December 31, 2011” by 111,150 thousand RUB. Accordingly, line 1550 “Other liabilities” varied by the same amounts in column “as of December 31, 2011” in the amount of 115,618 thousand RUB, in column “as of December 31, 2010” in the amount of 111,150 thousand RUB.
As of December 31, 2012 line 1410 “Borrowed funds” of the Balance Sheet reflects series 02 in a total amount of 2,250,000 thousand RUB.
As of December 31, 2011 line 1410 “Borrowed funds” of the Balance Sheet reflects series 01 and 02 in a total amount of 6,000,000 thousand RUB, as well as long term bank credits in a total amount of 1,830,380 thousand RUB.
As of December 31, 2010 line 1410 “Borrowed funds” of the Balance Sheet reflects series 01 and 02 in a total amount of 6,000,000 thousand RUB.
As of December 31, 2012 line 1510 “Borrowed funds” of the Balance Sheet reflects: bonds series 01 in a total amount 3,000,000 thousand RUB, a part of bond loan series 02 redeemable in 2013 in the amount of 750,000 thousand RUB, long term loans in the amount of 1,830,380 thousand RUB, which were early repaid by the Company on February 7, 2013, interest on long term credits in a total amount of 2,864 thousand RUB, as well as interest on bond loans 01 and 02 in a total amount of 115,680 thousand RUB.
As of December 31, 2011 line 1510 “Borrowed funds” of the Balance Sheet reflects interest on long term credits in a total amount of 2,938 thousand RUB, as well as interest on bond loans 01 and 02 in a total amount of 112,680 thousand RUB.
As of December 31, 2010 line 1510 “Borrowed funds” of the Balance Sheet reflects interest on bond loans 01 and 02 in a total amount of 111,150 thousand RUB.
Bonds series 01

On March 4, 2008 the Company offered non-convertible interest-bearing certified bearer bonds of Open Joint Stock Company Center for Cargo Container Traffic TransContainer of series 01 subject to mandatory centralized custody.
Total number of bonds outstanding: 3,000,000 each. Par value of bonds outstanding: 3,000,000 thousand RUB.
State Registration Number of Securities Issue: 4-01-55194-Е.

Date of state registration of securities issue: October 9, 2007.

Additional issues: not available.

Date of state registration of securities issue report: March 11, 2008.

Name of registering authority performing state registration of securities issue and state registration of securities issue report: FFMS of Russia.

Par value of each security of the issue: 1,000 RUB.

Maturity: 1820th day from the date of offering.

Coupon paid every 182th, total 10 coupon payments scheduled.

Information on coupon yield on Company’s bond loan series 01:
(thousand RUB)

	Coupon, rate
	Accrued
	Paid
	Payment date

	
	2008
	2009
	2010
	2011
	2012
	
	

	First coupon, 9.5%
	142,110
	-
	-
	-
	-
	142,110
	02.09.2008

	Second coupon, 9.5%
	93,690
	48,420
	-
	-
	-
	142,110
	03.03.2009

	Third coupon, 16.5%
	-
	246,810
	-
	-
	-
	246,810
	01.09.2009

	Fourth coupon, 16.5%
	-
	164,100
	82,710
	-
	-
	246,810
	02.03.2010

	Fifth coupon, 9.5%
	-
	-
	142,110
	-
	-
	142,110
	31.08.2010

	Sixth coupon, 9.5%
	-
	-
	95,250
	46,860
	-
	142,110
	01.03.2011

	Seventh coupon, 9.5%
	-
	-
	-
	142,110
	-
	142,110
	30.08.2011

	Eighth coupon, 9.5%
	-
	-
	-
	96,030
	46,080
	142,110
	28.02.2012

	Ninth coupon, 9.5%
	-
	-
	-
	-
	142,110
	142,110
	28.08.2012

	Tenth coupon, 9.5%
	-
	-
	-
	-
	97,590
	-
	-


Bonds series 02
On June 4, 2010 the Company offered non-convertible interest-bearing certified bearer bonds of Open Joint Stock Company Center for Cargo Container Traffic TransContainer of series 2 subject to mandatory centralized custody.
Total number of bonds outstanding: 3,000,000 each. Par value of bonds outstanding: 3,000,000 thousand RUB.
State Registration Number of Securities Issue: 4-02-55194-Е.

Date of state registration of securities issue: May 6, 2010.

Name of registering authority performing state registration of securities issue and state registration of securities issue report: FFMS of Russia.

Par value of each security of the issue: 1,000 RUB.

Maturity:

· 25% of par value on day 1274 from the start date of offering;

· 25% of par value on day 1456 from the start date of offering;

· 25% of par value on day 1638 from the start date of offering;

· 25% of par value on day 1820 from the start date of offering.
Coupon paid every 182th, total 10 coupon payments scheduled.

Information on coupon yield on Company’s bond loan series 02:
(thousand RUB)

	Coupon, rate
	Accrued
	Paid
	Payment date

	
	2010
	2011
	2012
	
	

	First coupon, 8.8%
	131,640
	-
	
	131,640
	09.12.2010

	Second coupon, 8.8%
	15,900
	115,740
	
	131,640
	09.06.2011

	Third coupon, 8.8%
	-
	131,640
	
	131,640
	08.12.2011

	Fourth coupon, 8.8%
	-
	16,650
	114,990
	131,640
	07.06.2012

	Fifth coupon, 8.8%
	-
	-
	131,640
	131,640
	06.12.2012

	Sixth coupon, 8.8%
	-
	-
	18,090
	-
	-


On September 19, 2012 the Board of Directors of the Company (Minutes No. 3 dated September 21, 2012) adopted a resolution to offer:

1) three million (3,000,000) non-convertible interest-bearing certified bearer bonds subject to mandatory centralized custody of series 03. Par value of bonds: 1,000 RUB each. Bonds are offered at par. Offering method: public offering. The interest rate of the first coupon is determined immediately before offering.

2) five million (5,000,000) non-convertible interest-bearing certified bearer bonds subject to mandatory centralized custody of series 04. Par value of bonds: 1,000 RUB each. Bonds are offered at par. Offering method: public offering. The interest rate of the first coupon is determined immediately before offering.

3) three million (3,000,000) non-convertible certified bearer exchange-traded bonds subject to mandatory centralized custody of series БО-01. Par value of exchange-traded bonds: 1,000 RUB each. Exchange-traded bonds are offered at par. Offering method: public offering. The interest rate of the first coupon is determined immediately before offering.

4) five million (5,000,000) non-convertible certified bearer exchange-traded bonds subject to mandatory centralized custody of series БО-02. Par value of exchange-traded bonds: 1,000 RUB each. Exchange-traded bonds are offered at par. Offering method: public offering. The interest rate of the first coupon is determined immediately before offering.

5) three million (3,000,000) non-convertible certified bearer exchange-traded bonds subject to mandatory centralized custody of series БО-03. Par value of exchange-traded bonds: 1,000 RUB each. Exchange-traded bonds are offered at par. Offering method: public offering. The interest rate of the first coupon is determined immediately before offering.

Bank credits
· In 2011 the Company received a credit from OJSC Alfa-Bank under Contract No. 00GV4K dated March 18, 2011 in the amount of 1,490,496 thousand RUB, interest rate 9.5%, for a period of 7 years. The amount of interest accrued on this credit in 2012 was 141,597 thousand RUB, the amount of interest paid under this credit in 2012 was 141,216 thousand RUB.
· In 2011 the Company received a credit from OJSC Alfa-Bank under Contract No. 00KW3K dated June 17, 2011 in the amount of 339,884 thousand RUB, interest rate 9.75%, for a period of 7 years. The amount of interest accrued on this credit in 2012 was 33,139 thousand RUB, the amount of interest paid under this credit in 2012 was 33,049 thousand RUB.
3.13. Accounts Payable
Data on the amount and structure of accounts receivable by type:
(thousand RUB)

	Type of accounts payable
	Amount as of December 31, 2012
	Percentage of total as of December 31, 2012
	Amount as of December 31, 2011
	Percentage of total as of December 31, 2011
	Amount as of December 31, 2010
	Percentage of total as of December 31, 2010

	Settlements with suppliers and contractors
	567,680
	12.42
	817,563
	15.43
	928,068
	17.79

	Settlements with personnel
	93,904
	2.05
	83,249
	1.57
	57,936
	1.11

	Settlements with extrabudgetary funds
	45,666
	1.00
	34,361
	0.65
	14,806
	0.28

	Settlements with the budget
	340,637
	7.45
	273,923
	5.17
	772,726
	14.81

	Advances received
	2,341,858
	51.22
	2,404,381
	45.37
	1,778,886
	34.09

	Settlements with buyers and customers for re-charged services (JSC RZD and other co-contractors)
	1,025,771
	22.43
	1,401,488
	26.44
	1,455,025
	27.88

	Settlements with other creditors
	156,874
	3.43
	284,789
	5.37
	210,857
	4.04

	Total accounts payable
	4,572,390
	100.00
	5,299,754
	100.00
	5,218,304
	100.00


Accounts payable as of the reporting date reduced as compared with the beginning of the reporting period by 13.72%. As of December 31, 2012 the Company has no long-term accounts payable.

Information on the existence of accounts receivable is provided in Appendix 9 to these Notes to the Balance Sheet and Income Statement.

3.14. Deferred Income
The Company refers to deferred income the income received in the reporting period, but relating to next reporting periods. Income is allocated to deferred income in the manner prescribed by accounting regulations (standards).

3.15. Company’s Income
Income is accounted in accordance with PBU 9/99 “Income of Organization”.

Based on the character of its business, the Company divides income into:

1. Operating income:

· Income from forwarding services;

· Income from other types of activity.

2. Other income.

Operating income is recognized upon provision of services (performance of works). In order to perform obligation under agency agreements where the Company acts as a forwarder, customers transfer money to the Company as a prepayment. Such transfers are not Company’s income.

Analysis of Company’s income structure and trends in 2011-2012:
(thousand RUB)

	Type of Income
	In absolute values (thousand RUB)
	Share of total income,%
	Variation

	
	
	
	in thousand RUB
	in %

	
	2012
	2011
	2012
	2011
	2012 vs 2011
	2012 vs 2011

	1
	2
	3
	4
	5
	6
	7

	Operating income

	Forwarding services
	33,122,488
	29,028,707
	99.8
	99.8
	4,093,781
	14.1

	Other types of activity
	64,453
	68,742
	0.2
	0.2
	(4,289)
	(6.2)

	TOTAL
	33,186,941
	29,097,449
	100
	100
	4,089,492
	14.1

	Other income

	Interest receivable
	189,600
	58,503
	4.8
	2.1
	131,097
	224.1

	Income from equity participation in other organizations
	23,739
	10,901
	0.6
	0.4
	12,838
	117.77

	Sale of fixed assets and other assets
	247,041
	711,251
	6.3
	25.8
	(464,210)
	(65.27)

	Income related to sale of foreign currency
	1,918,823
	608,796
	48.8
	22.1
	1,310,027
	215.2

	Exchange differences
	524,114
	466,182
	13.3
	17.0
	57,932
	12.4

	Differences in evaluations between  purchasing rate of exchange of foreign currency and CB RF official exchange rate thereof as of the date of acquisition
	1,843
	13,212
	0.1
	0.5
	(11,369)
	(86.1)

	Accounts payable with expired period of limitation
	23,692
	7,989
	0.6
	0.3
	15,703
	196.6

	Fines, penalties and default interest which are acknowledged or for which recovery judgments were obtained
	48,609
	88,045
	1.2
	3.2
	(39,436)
	(44.8)

	Profits of previous years
	26,221
	123,258
	0.7
	4.5
	(97,037)
	(78.7)

	Damages
	31,726
	13,729
	0.8
	0.5
	17,997
	131.1

	Income from retirement of fixed assets and other assets due to their unusability for further operation
	119,930
	102,128
	3.1
	3.7
	17,802
	17.4

	Write-off of estimated liabilities
	180,282
	76,286
	4.6
	2.8
	103,996
	136.3

	Other income
	593,720
	473,793
	15.1
	17.1
	119,927
	25.3

	TOTAL
	3,929,340
	2,754,073
	100
	100
	1,175,267
	42.7


Company’s operating income in 2012 increased by 14.1%, or by 4,089,492 thousand RUB against previous year. The main share in the income structure, both in 2011 and in 2012, is taken by income from forwarding activities of the Company. Increase in income in 2012 is associated with the overall improvement of financially sound demand, increasing freight volumes ordered for transportation due to revival of the market, as well as annual upward adjustment of service tariffs.

Other income of the Company in 2012 as compared with the previous year increased by 42.7%, or 1,175,267 thousand RUB. The main share in 2012 (as in 2011) is taken by income from currency sales.
3.16. Company’s Expenses
Expenses are accounted in accordance with PBU 10/99 “Expenses of Organization”.
Based on the character of its business, the Company divides expenses into:

3. Operating expenses:

· Expenses on forwarding services;

· Expenses on other types of activity.

4. Other expenses.

General expenses are included according to organization’s accounting policy (clauses 9, 20 of PBU 10/99, Instruction on the Use of Chart of Accounts) in the cost of products, works, services, and reflected in the Financial Results Report in line 2120 “Cost of sales”.

The Company refers to commercial expenses the expenses on selling its services — the advertising expenses.

Analysis of Company’s expense structure and trends in 2011-2012:
(thousand RUB)

	Type of expense
	In absolute values (thousand RUB)
	Share of total expenses,%
	Variation

	
	
	
	in thousand RUB
	in %

	
	2012
	2011
	2012
	2011
	2012 vs 2011
	2012 vs 2011

	1
	2
	3
	4
	5
	6
	7

	Operating expenses

	Forwarding services
	25,959,759
	23,382,341
	99.9
	99.8
	2,577,418
	11.02

	Other types of activity
	23,106
	44,174
	0.1
	0.2
	(21,068)
	(47.7)

	TOTAL
	25,982,865
	23,426,515
	100
	100
	2,556,350
	10.9

	Commercial expenses
	54,149
	84,129
	100
	100
	(29,980)
	(35.6)

	TOTAL
	54,149
	84,129
	100
	100
	100
	(35.6)

	Other expenses

	Interest paid for the use of money
	725,236
	679,186
	15.4
	19.1
	46,050
	6.78

	Sale of fixed assets and other assets
	175,202
	412,682
	3.7
	11.6
	(237,480)
	(57.5)

	Expenses related to sale of foreign currency
	1,922,143
	609,265
	40.8
	17.1
	1,312,878
	215.5

	Exchange differences
	523,078
	366,756
	11.1
	10.3
	156,322
	42.6

	Fines, penalties and default interest which are acknowledged or for which recovery judgments were obtained
	3,641
	5,348
	0.1
	0.1
	(1,707)
	(0.3)

	Loss of previous years
	79,977
	166,320
	1.7
	4.7
	(86,343)
	(51.9)

	Creation of reserves and estimated liabilities
	104,469
	188,508
	2.2
	5.3
	(84,039)
	(44.6)

	Write-off of accounts receivable with expired period of limitation
	547
	1,827
	-
	-
	(1280)
	(70.1)

	Expenses on payment of services of credit institutions
	22,558
	34,751
	0.5
	1.0
	(12,013)
	(34.6)

	Differences in evaluations between  purchasing rate of exchange of foreign currency and CB RF official exchange rate thereof as of the date of acquisition
	1,781
	1,580
	0.1
	0.1
	201
	12.7

	Expenses from retirement of fixed assets and other assets due to their unusability for further operation
	37,884
	112,056
	0.8
	3.1
	(74,172)
	(66.2)

	Other expenses
	1,111,204
	981,343
	23.6
	27.6
	129,861
	13.2

	TOTAL
	4,707,720
	3,559,622
	100.0
	100.0
	1,148,098
	32.3


Company’s operating expenses in 2012 increased by 10.9%, or by 2,556,350 thousand RUB as compared with the previous year. The main share in the expense structure, both in 2011 and in 2012, is taken by expenses on forwarding activities of the Company.

Other expenses of the Company in 2012 increased by 32.3%, or by 1,148,098 thousand RUB as compared with the previous year. The main share is taken by other expenses’ item “Expenses related to sale of foreign currency” — 40.8%.
3.17. Financial Result and Accounting of Profit Tax Settlements
Profit tax settlements are accounted by the Company in accordance with PBU 18/02 “Accounting of Profit Tax Settlements”.

The Company calculates the indicators provided by the above Regulations in order to reflect in the accounting system and in the statements the differences between the profit (loss) tax recognized in accounting and the tax on taxable profit constituted in accounting and reflected in the Profit Tax Declaration. Constant tax liabilities and assets are shown in a folded form in lint 2421 of the Financial Results Report.

The current profit tax for 2012, 2011 and 2010 in accordance with PBU 18/02 looks as follows:
(thousand RUB)

	
	2012
	2011
	2010

	
	
	
	

	Provisional expense on 20% profit tax
	(1,269,562)
	(954,071)
	(161,169)

	Provisional expense on 9% profit tax
	(2,075)
	(726)
	-

	
	
	
	

	Constant tax liability:
	
	
	

	on fixed assets, including due to:
	
	
	

	difference of initial values of fixed assets in general and tax accounting
	(119,028)
	(184,687)
	(186,678)

	on expenses not accountable for taxation purposes
	(256,363)
	(209,130)
	(120,278)

	on gratuitous transfer of assets
	-
	(812)
	(2,317)

	on standardized expenses
	(72)
	(7,404)
	(28,889)

	on loss of previous years
	(5,995)
	(33,264)
	(66,157)

	on adjustments of previous reporting periods
	295
	(26,301)
	-

	on other
	(1,666)
	(27,978)
	(1,686)

	Total
	(392,829)
	(489,576)
	(406,005)

	
	
	
	

	Constant tax asset:
	
	
	

	on income not accountable for taxation purposes
	103,832
	70,724
	15,897

	on adjustments of previous reporting periods
	(1,158)
	46,590
	-

	on profit of previous years
	5,244
	24,652
	20,798

	on other
	2,311
	2,188
	5,227

	Total
	110,229
	144,154
	41,922

	
	
	
	

	Increase of deferred tax asset:
	
	
	

	on fixed assets, including due to:
	
	
	

	mismatch in time and methods of depreciation accrual in general and tax accounting
	(514)
	(5,564)
	(9,463)

	on adjustments of previous reporting periods
	89
	5,319
	-

	on contributions to non-state pension fund
	587
	1,117
	(1,177)

	on estimated liabilities
	(50,272)
	(56,979)
	(22,743)

	on other
	(11,572)
	661
	(8,247)

	Total
	(61,682)
	(55,446)
	(41,630)

	Increase/(decrease) of deferred tax liability:
	
	
	

	on fixed assets, including due to:
	
	
	

	mismatch in time and methods of depreciation accrual in general and tax accounting
	126,954
	85,759
	81,324

	on adjustments of previous reporting periods
	152
	5,359
	-

	on others
	16,562
	(6,993)
	(103)

	Total
	143,668
	84,125
	81,221

	
	
	
	

	Total current profit tax
	(1,472,251)
	(1,271,538)
	(485,661)

	including profit tax on adjustments of previous reporting periods
	(622)
	30,967
	-


Company’s net profit in 2012 increased by 1,336,363 thousand RUB as compared with 2011. This situation results from the causes described in section 3.15. Company’s Income.

During 2012 the Company calculated monthly advance payment for payable profit tax based on the profit actually received and calculated on an accrual basis since the beginning of the reporting period till the end of the month preceding the month of making the advance payment. The Company will also adhere to this method in 2013.

3.18. Other Current Assets
Analysis of the structure and trends of other current assets:
(thousand RUB)

	Name
	As of December 31, 2012
	As of December 31, 2011
	As of December 31, 2011
	Variation 2012 vs 2011
	Variation 2012 vs 2011,%
	Variation 2011 vs 2010
	Variation 2011 vs 2010,%

	Amount of VAT calculated on advances received from counterparties
	245,618
	296,622
	243,937
	(51,004)
	(17.2)
	52,685
	21.6

	Shortfalls and loss from deterioration of tangible assets
	6,104
	17,523
	14,288
	(11,419)
	(65.2)
	3,235
	22.6

	Other assets
	-
	28,042
	-
	(28,042)
	(100.0)
	28,042
	100.0

	Total for line 1260 of the Balance Sheet
	251,722
	342,187
	258,225
	(90,465)
	(26.4)
	83,962
	32.5


3.19. Other Short Term Liabilities
Analysis of the structure and trends of other short term liabilities:
(thousand RUB)

	Name
	As of December 31, 2012
	As of December 31, 2011
	As of December 31, 2010
	Variation 2012 vs 2011
	Variation 2011 vs 2010
	Variation 2012 vs 2011,%
	Variation 2011 vs 2010,%

	Amount of VAT accepted for offset upon transferring advance and subject to restitution as payable to the budget upon actual receipt of goods, works, services or upon refund of the advance transferred
	33,985
	36,710
	2,505
	(2,725)
	34,205
	(7.4)
	1,365.5

	Total for line 1550 of the Balance Sheet
	33,985
	36,710
	2,505
	(2,725)
	9,234
	(7.4)
	6.2


Starting from JSC TransContainer 2012 Accounting Statements, for the purposes of more objective disclosure of information in the Balance Sheet, the amounts of estimated liability accrued on legal proceedings are shown in line 1540 “Estimated liabilities” in column “as of December 31, 2011” in the amount of 4,902 thousand RUB, in column “as of December 31, 2010” in the amount of 34,341 thousand RUB. Accordingly, line 1550 “Other liabilities” varied by the same amounts in column “as of December 31, 2011” and in column “as of December 31, 2010”.
3.20. Estimated Liabilities, Contingent Liabilities and Contingent Assets
The Company recognizes an estimated liability subject to concurrent compliance with the recognition conditions set forth in PBU 8/2010 “Estimated Liabilities, Contingent Liabilities and Contingent Assets”. 

The Company creates the following estimated liabilities: 

· estimated liability for upcoming payment of earned and unused vacations to employees;

· estimated liability for other payments to employees;
· estimated liability for legal proceedings;
· estimated liability on other grounds.
Data on the amount of estimated liabilities by type:
(thousand RUB)

	Name
	Balance as of December 31, 2012
	Share in % to total as of December 31, 2012
	Balance as of December 31, 2011
	Share in % to total as of December 31, 2011
	Balance as of December 31, 2010
	Share in % to total as of December 31, 2010

	Estimated liability for upcoming payment of earned and unused vacations to employees
	193,644
	29.12
	159,466
	37.72
	113,715
	76.81

	Estimated liability for other payments to employees
	462,428
	69.55
	258,370
	61.12
	-
	-

	Estimated liability for legal proceedings
	1,180
	0.18
	4,902
	1.16
	2,449
	1.65

	Estimated liability on other grounds
	7,674
	1.15
	-
	-
	31,892
	21.54

	Total
	664,926
	100.00
	422,738
	100.00
	148,056
	100.00


Contingent liabilities that may lead to a decrease in economic benefits are deemed to be only the accruals that the Company considers rightful and does not plan to challenge or for which it recognizes a very low degree of probability that the dispute will be granted in favor of the Company. In respect of such accruals, as of December 31 2012 an estimated liability was reflected regarding the legal proceedings that are in progress as of the reporting date, in which the Company acts as a defendant, in the amount of 1,180 thousand RUB (4,902 thousand RUB as of December 31 2011; 2,449 thousand RUB as of December 31 2010). Also, an estimated liability was created as of December 31, 2012 in respect of the amounts under an act of a field tax audit in the amount of 7,674 thousand RUB (0 thousand RUB as of December 31, 2011; 31,892 thousand RUB as of December 31, 2010).
Information on the existence of estimated liabilities is provided in Appendix 10 to these Notes to the Balance Sheet and Income Statement.
3.21. Settlements with Related Parties
A list of affiliates as of December 31, 2012 is provided in Appendix 3 to these Notes to the Balance Sheet and Income Statement. Related parties may enter into transactions that would not have taken place between unrelated parties. Prices and conditions of such transactions may vary from the prices and conditions of transactions between unrelated parties.

The parent company, according to PBU 11/2008 “Information on Related Parties” is Open Joint Stock Company Russian Railways (JSC RZD).

JSC RZD is the main service supplier for the Company. The relationship between the Company and JSC RZD is connected with the settlements and payment for the international and domestic transportation carried out by JSC RZD of freights in containers and/or wagons that the Company owns or otherwise has interest to; of freights in containers and/or wagons not belonging to the Company that are dispatched from container terminals belonging to the Company, as well as for the services performed associated with carrying out the said transportation. The share of such purchased services in the Company’s cost structure for 2012 is 42.13% (41.21% for 2011, 41.98 for 2011%). The share of indebtedness for such settlements as of December 31, 2012 in the Company's total indebtedness is: for accounts receivable — 25.86% (26.2%, as of December 31, 2011; 28.61% as of December 31, 2010), for accounts payable — 1.6% (0.47% as of December 31, 2011; 0.55% as of December 31, 2010). The share of money transferred to JSC RZD for this type of services in 2012 is 46.29% (50.12% in 2011, 43.48% in 2010) of Company’s total settlements.

JSC RZD and the Company have a contract in place governing the procedure of interaction at container terminals belonging to the Company, under which the Company undertakes to perform for and on behalf of JSC RZD a number of legal and other acts for a fee. The share of revenues from the performance of such services in 2012 takes 5.73% in the Company’s revenue structure (6.45% in 2011, 7.25% in 2010). The share of indebtedness for such settlements as of December 31, 2012 in the Company's total indebtedness is: for accounts receivable — 3.87%  (3.16%, as of December 31, 2011; 3.48% as of December 31, 2010), for accounts payable — 0.03%  (0.03% as of December 31, 2011; 0.02% as of December 31, 2010). The share of money received by the Company for this type of services in 2012 is 4.31% (4.27% in 2011, 3.44% in 2010) of Company’s total settlements.

JSC RZD and the Company have contracts in place for the rent of containers and wagons belonging to the Company. The share of revenues from the performance of such services in 2012 takes 0.67% in the Company’s revenue structure (1.46% in 2011, 3.07% in 2010). The share of indebtedness for such settlements as of December 31, 2012 in the Company's total indebtedness is: for accounts receivable — 0.34% (0.42%, as of December 31, 2011; 1.46% as of December 31, 2010), for accounts payable — 0% (0.59% as of December 31, 2011; 0% as of December 31, 2010). The share of money received by the Company for this type of services in 2012 is 0.51% (1.11% in 2011, 1.48% in 2010) of Company’s total settlements.

The amount of short-term remunerations accrued by the Company in 2012 in favor of the principal management personnel was 284,395 thousand RUB, including contributions to compulsory pension and medical insurance and contributions in respect of compulsory occupational accident and professional disease insurance — 22,422 thousand RUB (161,263 thousand RUB and 2,066 thousand RUB respectively in 201; 94,545 thousand RUB and 1,410 thousand RUB respectively in 2010). No long term remunerations were paid. The Company refers to principal management personnel the members of the Board of Directors, General Director, General Director Deputies, Chief Accountant and the Central Office Directors directly reporting to General Director in accordance with the existing organizational structure of the Company.

The volumes of settlements with other subsidiary companies and other related parties, as well as the share of such settlements in Company’s overall statements are reflected in Appendix 11 to these Notes to the Balance Sheet and Income Statement.

3.22. Basic Earnings per Share
The basic earnings in 2012, 2011 and 2010 amounted to:

	
	2012
	2011
	2010

	Basic earnings, thousand RUB
	4,817,151
	3,480,788
	281,333

	Weighted average outstanding ordinary shares, ea.
	13,894,778
	13,894,778
	13,894,778

	Basic earnings per one share, thousand RUB
	0.347
	0.251
	0.020


The Company has no convertible securities or contracts for sale and purchase of ordinary shares from the issuer at a price lower than the market price thereof.
4. COMPANY'S FINANCIAL INDICATORS
Indicators are compared versus a similar indicator for 2011.

5. Assessment of Internal Liquidity
· Current Liquidity Ratio — 0.8 (–1.0 or –54.5%)

Current Liquidity Ratio = Working Assets (minus long-term assets)/Short Term Liabilities = Total for Section II, line 1200 of the Balance Sheet (minus long-term assets) / Total for Section V, line 1500 of the Balance Sheet;

· Acid Test Ratio — 0.7 (–0.9 or –57.7%)

Acid Test Ratio = (Money and Money Equivalents + Financial Investments (except for money equivalents) + Short Term Accounts Receivable)/Short Term Liabilities = (line 1250 of the Balance Sheet + line 1240 of the Balance Sheet + line 12320 of the Balance Sheet)/Total for Section V, line 1500 of the Balance Sheet;

· Accounts Receivable Turnover — 6.6 (+2.1 or +47.2%)

Accounts Receivable Turnover = Revenues/Short Term Accounts Receivable = line 2110 of the Financial Results Report/line 12320 of the Balance Sheet.

6. Operating Earnings Assessment
· Operating Profit Rate — 21.7% (absolute variation +2.2%)

Operating Profit Rate = (Sales Profit + Commercial Expenses)/Revenues = (line 2200 of the Financial Results Report + line 2210 of the Financial Results Report)/line 2110 of the Financial Results Report;

· Net Profit Rate — 14.5% (absolute variation +2.6%)

Net Profit Rate = Net Profit/Revenues = line 2400 of the Financial Results Report/line 2110 of the Financial Results Report;

· Return on Equity — 17.4% (absolute variation +1.9%)

Return on Equity = Net Profit / Equity = line 2400 of the Financial Results Report/Total for Section III, line 1300 of the Balance Sheet;

· Return on Assets — 11.7% (absolute variation +2.1%)

Return on Assets = Net Profit/Assets = line 2400 of the Financial Results Report/line 1600 of the Balance Sheet.

7. Assessment of Assets and Liabilities
·  Net Assets — 27.7 bn RUB (+5.2 bn RUB or +23.2%)

Net Assets = Equity = Total for Section III, line 1300 of the Balance Sheet;

· Constant Asset Index — 1.1 (+0.01 or +0.6%)

Constant Asset Index = Non-Current Assets / Equity = line 1100 of the Balance Sheet/Total for Section III, line 1300 of the Balance Sheet;

· Equity-Assets Ratio — 0.7 (+0.1 or +8.8%)

Equity-Assets Ratio = Equity/Balance Sheet Total = Total for Section III, line 1300 of the Balance Sheet/line 1700 of the Balance Sheet
· Debt to Equity Ratio (%) — 8.1 (absolute variation –26.7%)

Debt to Equity Ratio = Borrowed Funds/Equity = line 1410 of the Balance Sheet/Total for Section III, line 1300 of the Balance Sheet;

· Short Term Liabilities to Equity Ratio (%) — 39.7 (absolute variation +13.5%)

Short Term Liabilities to Equity Ratio = Short Term Liabilities/Equity = Total for Section V, line 1500 of the Balance Sheet/Total for Section III, line 1300 of the Balance Sheet.
8. Aggregate Valuation
Company’s operating efficiency in 2012 significantly increased as compared with 2011 (growth of profitability indicators). A decrease in current liquidity and acid test ratios is connected with repayment of OJSC Alfa-Bank credit and bond loan series 01 in 2013 (the credit and loan were transferred from long term to short term debt). Upon repayment of the credit and loan the indicators will come back to the previous level. The Company shows stable liquidity both in short and in long term:
· Short term liquidity — the aggregate value of money and money equivalents with account of working capital is estimated at 3.7 bn RUB, the share of this indicators in the volume of sales is 11.0%;

· Long term liquidity — the long term financing calculated as a sum of equity and long term liabilities is estimated at 30.2 bn RUB and exceeds the size of the capital diverted to fixed assets with account of construction in progress by 2.8%. The issuance of bond loan series 03 will significantly increase the level invested capital and, consequently, the long term liquidity.

5. Risk management policy
Risk management is an important component of the Company’s corporate strategy and is carried out with a fact in mind that the core type of Company’s activity is forwarding services.

In order to secure Company’s sustainable development and to improve the quality of decision making, the Company has adopted and applies the Risk Management Policy and Concept. 

Pursuant to the Concept, the main purpose of Company’s risk management is to ensure a reasonable level of confidence that the goals set by the Company will be achieved, by way of identifying, analyzing and managing potential risks.

Company’s risks are classified by the level of their criticality (critical, acceptable and minor) and depending on the area they arise in, and are documented in Corporate Risk Map (Risk Register), being an ordered list of Company’s risks containing information on risk names, reasons for occurrence thereof, and possible consequences of risks.

The risk management process comprises four interrelated stages: 

1. Identification of risks having an impact on Company’s operations and performance.

2. Assessment of the probability and the degree of effect of risks on the Company’s main performance indicators and on strategic targets defined by the Development Strategy, risk prioritization.

3. Development of risk management activities and implementation thereof.

4. Monitoring risk statuses and risk management efforts.
Risk management efforts imply elaborating and implementing management decisions in one of the following directions:

a)
prevention of risk;

b)
carrying out activities to mitigate loss from risk without influencing the probability of occurrence thereof;

c)
making a decision to keep risk in existence  and not to use  counteracting  management decisions;

d)
transfer of risk.

Action plans to manage critical and acceptable risks for 2012 are approved by Resolutions of the Board of Directors of JSC TransContainer dated April 25, 2012 and May 16, 2012.
The Company strives to manage risks effectively, thus securing stability of the financial situation, support of business development strategy and implementation of Company’s mission in accordance with up-do-date operating and management quality standards, while taking maximum account of interests of all the stakeholders.

In conducting its business, the Company takes into account commercial risks and uncertainty factors of both internal and external nature, which may influence future results of Company’s development. Risk management facilitates short and long term predictability of Company’s activities and minimization of potential loss.

The Company takes into account external factors related to the economic and political conditions, situation on the capital and labor markets and other risks, the nature and degree of which is not directly influenced by the Company. 

Moreover, the Company distinguishes risks associated with the execution of main business and technology processes, which the Company is able to minimize. 

The Company treats certain risks as minor, while understanding that they may become material in future periods.

The key risk factors associated with the Company’s activities include:

-
unstable economic situation;

-
high dependence on the condition of railway infrastructure and locomotive services;

-
reduction in freight volumes on the whole or by individual container freights;
-
decrease in investment in transport development;

-
insufficient wagon building capacities in Russia;

-
significant increase in price of rolling stock or containers, crane equipment and motor vehicles;

-
variation of railway tariffs imposed by a decision of the Federal Tariff Service;

-
risk of default on the part of Company’s partners and customers;

-
risks associated with the condition of production assets, including the risk of loss of certain assets, as well as failures or interruptions in the work of Company’s information systems;

-
risks associated with the use of assets, including increased empty runs, reduced turnover rates, insufficiently effective scheduling and organization of repairs;
-
sharpening competition in the transport services market, including on the part of sea and river shipping and international motor vehicle companies;

-
legal risks primarily associated with antimonopoly, tax and customs regulation, as well as changes in judicial and law application practices.
In the event of occurrence of the said risks the Company intends to use its best efforts (in particular, amend strategic development plans (initiatives)) to avoid their impact and/or mitigate the effect of such risks by way of thoughtful and effective economic policy and business planning.

6. EVENTS AFTER THE REPORTING DATE
· On January 21, 2013 the Board of Directors of JSC TransContainer approved:

-
JSC TransContainer Development Strategy up to 2020;

-
Corporate Risk Map (Risk Register) of JSC TransContainer for 2013.

· On February 1, 2013 the Company offered non-convertible interest-bearing certified bearer bonds of series 04 subject to mandatory centralized custody to the number of Five Million (5,000,000) each with a par value of One Thousand (1,000) RUB each, with a total par value of Five Billion (5,000,000,000) RUB with an option of early redemption on demand of the holders and at the discretion of the Issuer, with the following maturity:
-
Twenty-Five Percent (25%) of par value on day One Thousand Two Hundred and Seventy-Four (1,274) from the start date of offering the Bonds of the issue (July 29, 2016); 

-
Twenty-Five Percent (25%) of par value on day One Thousand Four Hundred and Fifty-Six (1,456) from the start date of offering the Bonds of the issue (January 01, 2017); 

-
Twenty-Five Percent (25%) of par value on day One Thousand Six Hundred and Thirty-Eight (1,638) from the start date of offering the Bonds of the issue (July 28, 2017); 

-
Twenty-Five Percent (25%) of par value on day One Thousand Eight Hundred and Twenty (1,820) from the start date of offering the Bonds of the issue (January 26, 2018). 

1—10 coupon rates are set at 8.35% per annum. 

Coupon frequency — 2 times a year.

· On February 7, 2013 the Company early repaid credits from OJSC Alfa-Bank under Russian Ruble Credit Contracts dated March 18, 2011 No. 00GV4K and dated June 17, 2011 No. 00KW3K in full for a total amount of 1,830,380 thousand RUB.
General Director
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