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  Three months ended 
  Note 31 March 2009 31 March 2008 
    
Sales  14 19,252,019 25,712,746 
Cost of sales  15 (10,630,473) (9,598,496)
    
Gross profit   8,621,546 16,114,250 
    
Distribution costs  16 (4,523,850) (4,622,030)
General and administrative expenses 17 (931,725) (748,747)
Other operating income/(expenses) 18 1,290,122 (279,492)
     
    
Operating profit  4,456,093 10,463,981 
    
Gain on disposal of non-current assets held for sale  - 310,493 
Gain on revaluation of trading investments  63,717 - 
Financial foreign exchange (loss)/gain - net  (5,629,140) 460,449 
Interest income  134,706 168,295 
Interest expense  (555,190) (223,398)
     
(Loss)/profit before taxation   (1,529,814) 11,179,820 
 
Income tax expense 19 (204,778) (2,473,197)
     
Net (loss)/profit for the period   (1,734,592) 8,706,623 
    
    
Other comprehensive (loss)/income    
    
Currency translation differences  1,004,797 221,433 
Revaluation of investments available-for-sale 7 (2,174,744) (6,212)
    
Total other comprehensive (loss)/income for the period  (1,169,947) 215,221 
 
Total comprehensive (loss)/income for the period   

(2,904,539) 
 

8,921,844 
    
Net (loss)/profit for the period attributable to:    
Owners of the parent  (1,736,450) 8,487,444 
Non-controlling interests  1,858 219,179 
  (1,734,592) 8,706,623 
    
Total comprehensive (loss)/income attributable to:    
Owners of the parent  (2,941,304) 8,692,593 
Non-controlling interests  36,765 229,251 
  (2,904,539) 8,921,844 
    
Earnings per share – basic and diluted (in RR) 20 (25.56) 124.94 
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5 Segment information (continued) 

The segmental results for the three months ended 31 March 2009 were as follows: 

  Sales    
external 

Sales 
internal 

Total    
sales 

EBITDA 

Nitrogen 8,229,202 1,135,634 9,364,836 3,044,681 
Organics 884,595 373 884,968 160,511 
Phosphates 6,285,019 138,738 6,423,757 2,055,687 
Mining by-products 1,661,004 - 1,661,004              266,815 
Potash - - - (138,859)
Distribution 1,075,547 1,403 1,076,950 (92,276)
Others 1,116,652 3,550,876 4,667,528 (101,189)
Reconciliation - (4,827,024) (4,827,024) 11,734 
Total 19,252,019 - 19,252,019 5,207,104 

The segmental results for the three months ended 31 March 2008 were as follows: 
  Sales   

external 
Sales 

internal 
Total    
sales 

EBITDA 

Nitrogen 9,630,573 1,136,729 10,767,302 4,433,188 
Organics 2,176,948 - 2,176,948 1,028,341 
Phosphates 8,535,505 416,145 8,951,650 4,332,820 
Mining by-products 2,987,370 - 2,987,370 932,711 
Potash - - - (22,724)
Distribution 1,182,274 17 1,182,291 104,148 
Others 1,200,076 3,688,415 4,888,491 239,481 
Reconciliation - (5,241,306) (5,241,306) 108,199 
Total 25,712,746 - 25,712,746 11,156,164 

 
A reconciliation of total profit before income tax was provided as follows: 

  Three months ended 
   31 March 2009 31 March 2008 
EBITDA  5,207,104 11,156,164 
Depreciation  (729,093) (688,057)
Amortization  (21,918) (4,126)
Operating profit  4,456,093 10,463,981 
Gain on disposal of non-current assets held for sale  - 310,493 
Gain on revaluation of trading investments  63,717 - 
Financial foreign exchange (loss)/gain - net  (5,629,140) 460,449 
Interest income  134,706 168,295 
Interest expense  (555,190) (223,398)
(Loss)/profit before taxation   (1,529,814) 11,179,820 

 
The analysis of Group sales by geographical area was as follows: 

 Three months ended 
 31 March 2009 31 March 2008 
Export 15,097,046 19,222,381 
Domestic 4,154,973 6,490,365 
Total sales 19,252,019 25,712,746 
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6 Property, plant and equipment  

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

                                                                                                          Note 2009 2008 
Carrying amount at 1 January  41,197,799 28,722,344 
Including advances given to construction companies and suppliers 
of property, plant and equipment  4,323,234 2,470,824 
    
Additions   4,558,399 2,719,946 
Including change in advances given  1,366,320 788,893 
Disposals   (13,835) (9,183)
Reclassification to non-current assets held for sale  (32,885) (71,124)
Depreciation charge for the period   (729,093) (688,057)
Idle property, plant and equipment write-off 15 (60,226) (14,643)
Currency translation differences  285,961 115,970 
    
Carrying amount at 31 March  45,206,120 30,775,253 
Including advances given to construction companies and suppliers 
of property, plant and equipment  5,689,554 3,259,717 

Bank borrowings are secured on property, plant and equipment with a net book value of RR 10,324 thousand and pledge 
value of RR 30,659 thousand (2008: net book value of RR 10,546 thousand and pledge value of RR 30,659 thousand).  

The Group decided to mothball certain production equipment with a net book value of RR 60,226 thousand at 31 March 
2009 (31 March 2008: net book value of RR 14,643 thousand) and recognised a loss of RR 60,226 thousand in these 
consolidated financial statements (three months ended 31 March 2008: RR 14,643 thousand) (Note 15). 

At 31 March 2009 the Group incurred expenses of RR 1,320,516 thousand (2008: RR 1,219,114 thousand) directly related 
to the exploration and evaluation of the Gremyachinskoe, Verkhnekamskoe, and Kovdorsky deposits. These expenses 
were capitalised in the statement of financial position in accordance with the Group accounting policy and included in the 
property, plant and equipment balance. 

The assets transferred to the Group upon privatisation did not include the land on which a number of the Group’s factories 
and buildings, comprising the Group’s principal manufacturing facilities, are situated. In 2001 all companies located in the 
Russian Federation were granted the option to purchase this land upon application to the state registration body or to 
continue occupying this land under a rental agreement. The purchase price of the land is calculated by reference to the 
cadastral value applied for property taxes and certain coefficients which are determined by local state authorities. This 
purchase price may significantly differ from its market value. In accordance with Russian legislation the expiry date for this 
option is 1 January 2010. In 2007 and 2008 the major Group subsidiaries bought part of the land on which their main 
production facilities are located. 

The fair value of the fixed assets of the Group at 1 January 2009 as determined by American Appraisal (AAR), Inc  
amounted to RR 96 billion. The Group has not reflected the result of this valuation in this consolidated condensed financial 
information. Fair values were determined by the independent appraiser based on the depreciated replacement cost method. 
The replacement cost of buildings, constructions, machinery and equipment and transfer devices has been estimated based 
on technical characteristics, unit construction cost and construction estimates. The replacement cost of equipment was 
estimated based on data of current purchase contracts and price-lists of producers and trading companies. The economic 
obsolescence was estimated based on profitability test results for each cash-generating unit. The discount rate used in 
profitability testing varies from 13.3% to 18.8%. The forecast period was 7 years for the majority of Group companies, 
except for Kovdorsky GOK, for which the forecast period was 14 years. 

7 Available-for-sale investments 

At 31 March 2009 available-for-sale investments comprised the shares of K+S Group, a German manufacturer of 
potassium-based fertilizers, and OJSC Sberbank.  

During January, February and March 2009, the Group acquired 8,300,000 ordinary shares of K+S Group from MCC Holding 
Limited for RR 14,541,542 thousand paid in cash (Note 21) and 1,499,297 ordinary shares of K+S Group on the open 
market for RR 2,290,044 thousand.   

At 31 March 2009 the Group owned 18,188,073 shares, or 11.02%  of the share capital issued (31 December 2008: 
8,388,776 shares, or 5.08% of the share capital issued) of K+S Group with a fair value of RR 28,552,011 thousand with 
reference to the share price quoted on the Xetra trading system. The decrease in the fair value of the investment of 
RR 2,174,750 thousand was recognised in equity for the three months ended 31 March 2009. 

At 31 March 2009 the shares of OJSC Sberbank were accounted for at a fair value of RR 4,269 thousand (2008: RR 4,263 
thousand). There was an unrealized gain of RR 6 thousand relating to these investments recorded in equity for the three 
months ended 31 March 2009. 
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8 Originated loans 
 

 2009 
Balance as at 1 January 5,729,178 
Repayment of the loan (1,506,006)
Foreign exchange gain 878,839 
Balance as at 31 March 5,102,011 

In October 2008 the Group provided MCC Holding Limited with a US$ denominated, unsecured loan with an interest rate of 
1 month Libor +2.5%. The loan was fully repaid in April 2009 (Note 23). 

9 Inventories 
  31 March 2009 31 December 2008 

Materials  3,341,005 4,050,135 
Work in progress  840,804 1,065,593 
Finished goods  4,561,798 4,987,935 
Catalysts   1,411,239 1,465,009 
Less: provision for obsolete and damaged inventories  (430,191) (386,078)
Total inventories  9,724,655 11,182,594 

 
The Group wrote-off inventories to their net realisable value and recognised a loss of RR 172,577 thousand (2008: 
RR 325,416 thousand) in the profit or loss. 

At 31 March 2009 bank borrowings were secured by inventories with a carrying value of RR 58,960 and pledge value of 
RR 48,385 thousand (2008: the Group had no bank borrowings secured on inventories). 

10 Trade receivables, prepayments, other receivables and other current assets  

    31 March 2009 31 December 2008 
Trade receivables    
Trade receivables denominated in RR  860,059 867,040 
Trade receivables denominated in US$  2,520,511 1,955,166 
Trade receivables denominated in Euro  47,208 186,081 
Trade receivables denominated in other currencies  240,309 296,379 
Less: impairment provision   (249,490) (120,295)
Total trade receivables  3,418,597 3,184,371 
    
Prepayments, other receivables and other current assets    
Advances to suppliers  1,853,072 2,932,711 
VAT recoverable and receivable  6,927,119 5,922,485 
Income tax receivable  767,406 1,192,047 
Interest receivable 10,919 165,892 
Other taxes receivable  86,607 64,134 
Other receivables  449,254 379,698 
Less: impairment provision   (42,955) (44,212)
Total other receivables   10,051,422 10,612,755 
Total trade receivables, prepayments, other receivables  
and other current assets  13,470,019 13,797,126 
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11 Cash and cash equivalents 

 31 March 2009 31 December 2008 
Cash on hand and bank balances denominated in RR 1,285,761 1,094,542 
Bank balances denominated in US$ 6,948,881 1,859,365 
Bank balances denominated in Euro 415,713 833,523 
Balances denominated in other currencies 126,438 42,438 
Time deposits denominated in RR 55,828 835,118 
Time deposits denominated in US$ 909,845 20,048,393 
Time deposits denominated in Euro 3,098,744 1,343,150 
Time deposits denominated in other currencies 144,498 168,821 
Total cash and cash equivalents 12,985,708 26,225,350 
   
Current restricted cash 25,620 481,912 
Non-current restricted cash 178,036 30,053 
Total restricted cash 203,656 511,965 

 
At 31 March 2009 and 31 December 2008 non-current restricted cash of RR 178,036 thousand and RR 30,053 thousand, 
respectively, consists of a deposit for possible environmental obligations as required under statutory Lithuanian rules and a 
letter of credit for equipment procurement.  

At 31 March 2009 current restricted cash of RR 25,620 thousand (2008: RR 155,790 thousand) primarily consists of letters 
of credit issued by the Group to its suppliers. At 31 March 2009 the Group had no current restricted cash held at banks to 
meet the next principal and interest payments (2008: RR 326,122 thousand) (Note 13). 
 
12 Non-current assets held for sale 

LLC Novomoskovsky Chlor. The assets and liabilities related to LLC Novomoskovsky Chlor, a wholly owned subsidiary of 
the Group engaged in the production of chlorides, were presented as a disposal group held for sale following the approval 
of the Board of Directors to dispose of that subsidiary.  

In December 2008 the Group signed a preliminary agreement with a third party for the disposal of LLC Novomoskovsky 
Chlor and received a prepayment of RR 37,500 thousand, which increased to RR 43,596 thousand at 31 March 2009. On 
16 February 2009, the Group signed a final agreement for the sale of LLC Novomoskovsky Chlor for a cash consideration 
of RR 508,396 thousand. Under the terms of this agreement the buyer has to pay the remaining consideration within one 
year. The outstanding amount bears a 20% annual interest charge. 

As at 31 March 2009 the Group was in the process of finalising transfer of its stake in LLC Novomoskovsky Chlor to the 
buyer. 

The major classes of assets of LLC Novomoskovsky Chlor include: 

  31 March 2009 
Property, plant and equipment             179,704   
Inventories               52,652   
Trade and other receivables               68,043   
Cash and cash equivalents                  2,391   
Total assets of disposal group classified as held for sale              302,790   

Major classes of liabilities directly associated with LLC Novomoskovsky Chlor include: 

  31 March 2009 
Trade and other payables                50,127   
Total liabilities of disposal group classified as held for sale               50,127   

LLC Eurochem-Novoselskoe. The assets and liabilities related to LLC Eurochem-Novoselskoe, a wholly owned subsidiary 
of the Group, were presented as a disposal group held for sale following the approval of the Board of Directors to dispose of 
that subsidiary.  
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12 Non-current assets held for sale (continued) 

In February 2009 the Group signed a preliminary agreement with a third party for the disposal of LLC Eurochem-
Novoselskoe and in April 2009 received a prepayment of RR 3,500 thousand. On 16 April 2009, the Group signed a final 
agreement for the sale of LLC Eurochem-Novoselskoe for a cash consideration of RR 70,000 thousand. 

The major classes of assets of LLC Eurochem-Novoselskoe include: 

  31 March 2009 
Property, plant and equipment  28,337 
Intangible Assets  13,943 
Inventories  24,672 
Trade and other receivables  8,720 
Cash and cash equivalents    974 
Total assets of disposal group classified as held for sale   76,646 

Major classes of liabilities directly associated with LLC Eurochem-Novoselskoe include: 

  31 March 2009 
Trade and other payables   7,622 
Total liabilities of disposal group classified as held for sale  7,622 

Harvester Shipmanagement Limited. The assets and liabilities related to Harvester Shipmanagement Limited, a wholly 
owned logistics subsidiary of the Group, were presented as a disposal group held for sale following the approval of the 
Board of Directors to dispose of that subsidiary.  

On 12 May 2009 the Group signed an agreement with a third party for the disposal of 100% stake in Harvester 
Shipmanagement Limited. The cash consideration amounts to US$ 240 thousand. 

The major classes of assets of Harvester Shipmanagement Limited include: 

  31 March 2009 
Property, plant and equipment  4,548 
Intangible assets  2,305 
Inventories  37,362 
Trade and other receivables  263,264 
Cash and cash equivalents    95,176 
Total assets of disposal group classified as held for sale   402,655 

Major classes of liabilities directly associated with Harvester Shipmanagement Limited include: 

  31 March 2009 
Trade and other payables   410,977 
Total liabilities of disposal group classified as held for sale   410,977 

13 Bank borrowings 
  2009 2008 
Balance as at 1 January  43,511,956 5,633,712 
Bank loans received, denominated in US$ - 1,309,759 
Bank loans received, denominated in EUR 2,448,349 - 
Bank loans received, denominated in RR 21,077 2,640 
Bank loans repaid, denominated in US$ - (999,925)
Bank loans repaid, denominated in EUR (2,444,440) - 
Bank loans repaid, denominated in RR (17,325) (2,215)
Amortization of bank borrowings syndication fees 37,550 9,820 
Foreign exchange loss/(gain) 6,945,590 (233,521)
Balance as of 31 March 50,502,757 5,720,270 
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13 Bank borrowings (continued) 

  31 March 2009 31 December 2008 
Current bank borrowings   
Bank loans, denominated in RR 22,638 18,887 
Current portion of long-term US$ loans  14,088,478 9,074,390 
Total current bank borrowings 14,111,116 9,093,277 

 
Non-current bank borrowings   
Long-term bank loans, denominated in US$ 50,480,119 43,493,069 
Less: Current portion of long-term bank loans (14,088,478) (9,074,390)
Total non-current bank borrowings 36,391,641 34,418,679 
Total bank borrowings 50,502,757 43,511,956 

At 31 March 2009 and 31 December 2008 the fair value of borrowings was not materially different from their carrying 
amounts. 

The Group has not entered into any hedging arrangements in respect of its foreign currency obligations or interest rate 
exposures.  

Under the terms of its agreements, the Group is required to comply with a number of covenants and restrictions, including 
the maintenance of certain financial ratios, financial indebtedness and cross-default provisions. 

Interest rates 

A syndicated loan facility, which was obtained in October 2008 in the amount of US$ 1,500,000 thousand, bears a floating 
interest rate of 1 month Libor + 1.8% (2008: 1 month Libor +1.8%).  

Collaterals and pledges 

Pledged assets as at 31 March 2009 comprise property, plant and equipment (Note 6), inventories (Note 9) and cash 
balances of RR nil (2008: RR 326,122 thousand – the amount restricted by banks to secure the next principal and interest 
payments (Note 11). 

Bank loans of RR 50,480,119 thousand and RR 43,493,069 thousand at 31 March 2009 and 31 December 2008, 
respectively, were collateralized by future export proceeds of the Group under sales contracts with certain customers.  

The Group’s bank borrowings mature as follows: 

  31 March 2009 31 December 2008 
- within 1 year       14,111,116                   9,093,277   
- between 1 and 2 years       14,088,479                 12,149,084   
- between 2 and 5 years       22,303,162                 22,269,595   
Total bank borrowings       50,502,757                 43,511,956   
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14 Sales  

The components of sales were as follows: 
 Three months ended  

 31 March 2009   31 March 2008 
Nitrogen    
 Nitrogen fertilizers 7,055,417 8,128,006 
 Complex fertilizers group 968,017 1,116,481 
 Other goods and services 205,768 386,086 
    8,229,202 9,630,573 
Organics    
 Organic synthesis products 860,713 2,146,692 
 Other goods 23,882 30,256 
    884,595 2,176,948 
Phosphates    
 Phosphates 4,978,438 7,414,737 
 Feed phosphates group 684,218 670,512 
 Apatite concentrate 371,194 179,524 
 Complex fertilizers group 35,038 69,278 
 Other goods and services 216,131 201,454 
    6,285,019 8,535,505 
Mining by-products    
 Iron ore concentrate 1,566,712 2,882,107 
 Baddeleyite concentrate 94,292 105,263 
    1,661,004 2,987,370 
Distribution    
 Nitrogen fertilizers 669,960 372,882 
 Phosphates 140,714 156,007 
 Complex fertilizers group 82,254 506,145 
 Other goods and services 182,619 147,240 
    1,075,547 1,182,274 
Others    
 Nitrogen fertilizers 669,589 771,931 
 Organic synthesis products 35,395 - 
 Logistic services 106,119 325,035 
 Other goods and services 305,549 103,110 
    1,116,652 1,200,076 
Total sales 19,252,019 25,712,746 

15 Cost of sales 

The components of cost of sales were as follows: 
   Three months ended  
  Note 31 March 2009 31 March 2008 
Materials and components used or resold   4,660,570 5,504,773 
Depreciation of property, plant and equipment  586,025 574,053 
Energy  1,121,021 1,065,381 
Utilities and fuel  500,161 739,598 
Labour, including contributions to social funds  1,825,039 1,509,943 
Repairs and maintenance  121,764 201,991 
Production overheads  287,911 118,310 
Property tax, rent payments for land and related taxes 121,698 152,167 
Cost of logistic services  419,170 371,322 
Idle property, plant and equipment write-off 6 60,226 14,643 
Provision for obsolete and damaged inventory and finished goods 44,113 1,219 
Other costs  67,729 40,208 
Changes in work in progress and finished goods 9 815,046 (695,112)
Total cost of sales  10,630,473 9,598,496 
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16 Distribution costs  

Distribution costs comprised: 
  Three months ended  

  Note  31 March 2009   31 March 2008 
Transportation  3,566,961 4,098,323 
Export duties, other fees and commissions  275,285 33,322 
Depreciation  102,934 78,775 
Labour, including contributions to social funds   184,636 196,685 
Repair  164,168 113,577 
Provision for impairment of receivables                                        10 115,576 33,061 
Other costs  114,290 68,287 
Total distribution costs  4,523,850 4,622,030 

17 General and administrative expenses 

General and administrative expenses comprised: 
  Three months ended  

  Note  31 March 2009   31 March 2008 
Labour, including contributions to social funds  486,132 427,028 
Repairs and maintenance  9,515 10,077 
Depreciation and amortization  62,052 39,355 
Social expenditure  13,723 14,853 
Audit, consulting and legal services  41,195 49,453 
Rent  32,491 37,682 
Provision for impairment of receivables                                        10 19,104 1,594 
Other expenses  267,513 168,705 
Total general and administrative expenses  931,725 748,747 

The total depreciation and amortisation expenses included in all captions of the statement of comprehensive income 
amounted to RR 751,011 thousand (2008: RR 692,183 thousand). The total staff costs (including social expenses) included 
in all captions of statement of comprehensive income amounted to RR 2,495,807 thousand (2008: RR 2,133,656 thousand). 

18 Other operating income and expenses 

The components of other operating income and expenses were as follows: 
 Three months ended 
    31 March 2009   31 March 2008 
(Loss)/gain on disposal of property, plant and equipment (6,442) 4,603 
Sponsorship (49,737) (42,277)
Foreign exchange gain/(loss) 1,472,388 (304,313)
Other operating (expenses)/income (126,087) 62,495 
Total other operating income/(expenses) 1,290,122 (279,492)

19 Income tax 
  Three months ended  
   31 March 2009   31 March 2008 
Income tax expense – current (1,012,074) (2,359,701)
Deferred income tax – reversal/(origination) of temporary differences  807,296 (113,496)
Income tax expense (204,778) (2,473,197)
  

With effect from 1 January 2009, the rate of profit tax payable by companies in the Russian Federation can range from 
15.5% to 20%, depending on applicable rates set by regional authorities. Most companies of the Group were subject to tax 
rates of 24% on taxable profits in the Russian Federation for 2008. Deferred tax asset/liabilities are measured at the rate of 
20% as at 31 March 2009 and 31 December 2008 respectively.  
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20 Earnings per share 

Basic earnings per share are calculated by dividing the net profit attributable to owners of the parent by the weighted average 
number of ordinary shares in issue during the period, excluding treasury shares. The Company has no dilutive potential ordinary 
shares, therefore, the diluted earnings per share equals the basic earnings per share. 

  Three months ended  
    31 March 2009   31 March 2008 
Net profit  (1,736,450) 8,487,444 
Weighted average number of ordinary shares in issue 67,932 67,932 
Basic and diluted earnings per share (expressed in RR per share) (25.56) 124.94 

21 Balances and transactions with related parties 

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence 
over the other party in making financial or operational decisions as defined by IAS 24 “Related Party Disclosures”. In 
considering each possible related party relationship, attention is directed to the substance of the relationship, not merely the 
legal form. Related parties are represented by entities controlled by the common ultimate shareholders with the Group. The 
relationships with those related parties with whom the Group entered into significant transactions or had significant 
balances outstanding are detailed below: 

Financial statements caption Nature of relationship Note 31 March 2009 31 December 2008 
Statement of financial position caption     
Trade receivables Other related parties*  23,434 56,849 
Interest receivable Parent company  1,690 53,158 
Originated loans Parent company 8 5,102,011 5,729,178 
Advances from customers Other related parties*  - 698 
Prepayments, other receivables and 
other current assets Other related parties* 

 
52,845 24,584 

Trade payables Other related parties*  32,550 - 
 

Three months ended 
Financial statements caption Nature of relationship 

 
31 March 2009 31 March 2008 

Statement of comprehensive income caption    
Sales Other related parties*  43,956 389,463 
Purchases of materials and components Other related parties*  (19) - 
General and administrative expenses Other related parties*  (27,565) - 
Interest income Parent company  48,764 - 

 
Three months ended 

Financial statements caption Nature of relationship Note 31 March 2009 31 March 2008 
Statement of cash flows caption     
Repayment of originated loan Parent company 8 1,506,006 - 
Dividends paid Parent company  - (3,668,328)
Acquisition of available-for-sale 
investments Parent company 7 (14,541,542) - 
Decrease in trade receivables Other related parties*  33,415 320,767 
Interest received Parent company  51,468 - 
Increase in other receivables Other related parties*  (28,261) - 
Increase in trade payables Other related parties*  32,550 - 
Decrease in advances from customers Other related parties*  (698) - 

* Other related parties consist of the Group’s associate. 

The total key management personnel compensation included in general and administrative expenses in the statement of 
income was RR 48,745 thousand and RR 43,703 thousand for the three months ended 31 March 2009 and 31 March 2008, 
respectively. This compensation is paid to six individuals who are members of the Management Board, for their services in 
full time positions. Compensation is made up of an annual fixed remuneration plus a performance bonus accrual based on 
operating results. 
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22 Contingencies, commitments and operating risks 

i Capital expenditure commitments 

As at 31 March 2009 the Group had contractual commitments for capital expenditures of RR 21,624,376 thousand (2008: 
RR 22,494,066 thousand), mostly denominated in Euro and US$ (RR 8,746,967 thousand and RR 8,567,185 thousand, 
respectively). The management estimates that out of these approximately RR 10,673,158 thousand will represent cash 
outflows in 2009. 

RR 16,581,401 thousand out of the total amount relates to the development of the Gremyachinskoe deposit and the 
construction of a potassium salt mining facility (2008: RR 15,207,869 thousand). 

ii  Operating lease commitments 

As at 31 March 2009 the Group had non-cancellable operating lease commitments for the rent of vessels of RR 139,285 
thousand (2008: RR 1,610,547 thousand) payable within 1 year. 

iii Guarantees 

Guarantees are irrevocable assurances that the Group will make payments in the event that another party cannot meet its 
obligations. The Group did not have issued guarantees at 31 March 2009 and 31 December 2008.  

iv Tax legislation 

Russian tax, currency and customs legislation is subject to varying interpretations and changes, which can occur frequently. 
Management's interpretation of such legislation as applied to the transactions and activity of the Group may be challenged 
in the future by the relevant regional and federal authorities. 

The Russian tax authorities may be taking a more assertive position in their interpretation of the legislation and 
assessments, and it is possible that transactions and activities that have not been challenged in the past may be 
challenged.  

As a result, significant additional taxes, penalties and interest may be assessed. Fiscal periods remain open to review by 
the authorities in respect of taxes for three calendar years preceding the year of review. Under certain circumstances 
reviews may cover longer periods.  

Russian transfer pricing legislation provides the possibility for the tax authorities to make transfer pricing adjustments and 
impose additional tax liabilities in respect of all controllable transactions, if the transaction price differs from the market price 
by more than 20%. Controllable transactions include transactions with interdependent parties, as determined under the 
Russian Tax Code, and all cross-border transactions (irrespective of whether performed between related or unrelated 
parties), transactions where the price applied by a taxpayer differs by more than 20% from the price applied in similar 
transactions by the same taxpayer within a short period of time, and barter transactions. There is no formal guidance as to 
how these rules should be applied in practice. The arbitration court practice in this respect is contradictory. 

Tax liabilities arising from intercompany transactions are determined using actual transaction prices. It is possible, with the 
evolution of the interpretation of the transfer pricing rules in the Russian Federation and the changes in the approach of the 
Russian tax authorities, that such transfer prices could potentially be challenged in the future. Given the nature of the 
current Russian transfer pricing rules, the impact of any such challenge cannot be reliably estimated; however, it may be 
significant. 

Russian tax legislation does not provide definitive guidance in certain areas, specifically in extraction tax. From time to time, 
the Group adopts interpretations of such uncertain areas that may be challenged by the tax authorities, the impact of which 
cannot be reliably estimated; however, it may be significant to the financial condition and/or the overall operations of the 
Group. 
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22 Contingencies, commitments and operating risks (continued) 

iv Tax legislation (continued) 

As at 31 March 2009 management believes that its interpretation of the relevant legislation is generally appropriate and the 
Group's tax, currency and customs positions will be sustained. Where management believes that it is probable that certain 
tax positions taken by the Group may not be sustained, if challenged by the tax authorities, the Group has recorded 
provisions for related taxes, interest and penalties. There were no such provisions recorded by the Group at 31 March 2009 
and 31 December 2008. 

In addition to the above matters, management estimates that the Group has other possible obligations from exposure to 
other than remote tax risks of RR 1,601,390 thousand (2008: RR 2,682,920 thousand). These exposures primarily relate to 
management services and other fees charged by the holding company to the Group subsidiaries. 

v Insurance policies 

The Group generally carries insurance as mandated by statutory requirements. The Group holds insurance policies 
covering trade operations, including export shipments. Insurance strategies covering the Group’s assets are under 
development. 

vi Environmental matters 

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

vii Legal proceedings 

During the reporting period, the Group was involved in a number of court proceedings (both as a plaintiff and a defendant) 
arising in the ordinary course of business. In the opinion of management, there are no current legal proceedings or other 
claims outstanding which could have a material effect on the result of operations or financial position of the Group and 
which have not been accrued or disclosed in this consolidated condensed interim financial information. 

viii Operating environment of the Group 

Following a sharp deterioration in global economic environment in the fourth quarter of 2008, prices for nitrogen and 
phosphate fertilizers, as predominantly manufactured and sold by the Group have declined significantly from the peak levels 
of 2008 and average levels for 2008, while remaining broadly in line with 2007 average prices, and mostly above 2006 
average prices. Average prices for the first quarter of 2009 ranged for nitrogen fertilizers from 25% to 41% of the maximum 
2008 price, 42% to 58% of 2008 average price, 78% to 92% of the 2007 average price, and 90% to 131% of the 2006 
average price. For phosphate and complex fertilizers prices ranged from 30% to 43% of the maximum 2008 price, 40% to 
55% of the 2008 average price, 90% to 122% of the 2007 average price, and 150% to 166% of the 2006 average price for 
phosphate and complex fertilizers.  

The Russian Federation displays certain characteristics of an emerging market, including relatively high inflation. Despite 
strong economic growth in recent years, the financial situation in the Russian market significantly deteriorated during 2008, 
particularly in the fourth quarter. As a result of global volatility in financial and commodity markets, among other factors, 
there has been a significant decline in the Russian stock market since mid-2008. Since September 2008, there has been 
increased volatility in currency markets and the RR depreciated significantly against some major currencies. The official 
US$ exchange rate of the Central Bank of the Russian Federation increased from RR 25.37 at 1 October 2008 to RR 29.38 
at 31 December 2008 and RR 34.01 at 31 March 2009. At the date of issuance of this consolidated condensed interim 
financial information US$ exchange rate was RR 31.13. 

Management is unable to reliably determine the effects on the Group's future financial position of any further deterioration in 
the Group’s operating environment as a result of the ongoing crisis. It believes it is taking all the necessary measures to 
support the sustainability and growth of the Group’s business in the current circumstances.  
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23 Subsequent events 

K+S Group shares 

In April 2009, the Group acquired 2,452,292 K+S Group shares (an additional stake of 1.49% of its share capital) from 
MCC Holding Limited for RR 5,064,084 thousand paid in cash. As a result, the Group owned 12.51% of share capital of 
K+S Group at the date of issuance of this consolidated condensed interim financial information. 

Loan repaid 

In April 2009 MCC Holding Limited, the Group’s shareholder, fully repaid to the Group the remaining balance of the loan 
which was outstanding at 31 March 2009 and totalling RR 5,102,011 thousand (RR 5,062,014 thousand at the exchange 
rate at the date of repayment) (Note 8). 

Disposal of a subsidiary 

On 12 May 2009 the Group disposed of its 100% stake in Harvester Shipmanagement Limited, a logistics company, for 
US$ 240 thousand.  

Dividends received 

In May 2009 the Group received dividends from K+S Group of RR 2,060,279 thousand paid in cash. 

Disposal of trading investments 

In June 2009 the Group disposed of its stake in OJSC MRSK “Center and Volga region” for RR 311,855 thousand. 

 


