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Independent Auditor’s Report  

 

To the Participants and the Board of Directors of Limited Liability Company Zetta Insurance: 

 

Our opinion  

In our opinion, the financial statements presented fairly, in all material respects, the financial position 
of Limited Liability Company Zetta Insurance (the “Company”) as at 31 December 2016, and its 
financial performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards (“IFRS”). 

What we have audited 

The financial statements of the Company comprise: 

 the statement of financial position as at 31 December 2016;  

 the statement of profit or loss and other comprehensive income for the year then ended;  

 the statement of changes in equity for the year then ended; 

 the statement of cash flows for the year then ended; and 

 the notes to the financial statements, which include significant accounting policies and other 
explanatory information. 

Basis for opinion  

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our 
responsibilities under those standards are further described in the section “Auditor’s responsibilities for 
the audit of the financial statements” of our report.  

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

Independence 

We are independent of the Company in accordance with the International Ethics Standards Board for 
Accountants’ Code of Ethics for Professional Accountants (“IESBA Code”) together with the ethical 
requirements of the Auditor’s Professional Ethics Code and Auditor’s Independence Rules that are 
relevant to our audit of the financial statements in the Russian Federation. We have fulfilled our other 
ethical responsibilities in accordance with these requirements and the IESBA Code. 
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(ii) 

 

Responsibilities of management and those charged with governance for the 
financial statements 

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

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

Those charged with governance are responsible for overseeing the financial reporting process of the 
Company. 

Auditor’s responsibilities for the audit of the financial statements 

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

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

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

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

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management.  

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

 Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 
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  Note 2016 2015 

Gross premiums written 
 

6 417 763 5 675 153 
Insurance premiums ceded 

 
(294 249) (291 801) 

Change in unearned premium reserve, gross 16 (382 177) 82 880 
Change in reinsurers’ share of unearned premium reserve 16 21 446 91 183 
Change in premiums written under prior year contracts  (150 004) (145 745) 
Change in premiums ceded under prior year contracts  16 512 16 456 
Net premiums earned 

 
5 629 291 5 428 126 

     
Gross claims paid 

 
(2 392 127)  (3 101 139) 

Claims paid under outward reinsurance contracts 
 

107 430 79 044 
Change in loss provisions, gross 17 (169 093) (252 785) 
Change in reinsurers’ share of claims reserve 17 53 009 349 342 
Net claims incurred 

 
(2 400 781) (2 925 538) 

     
Net acquisition costs 22 (1 450 771) (1 339 616) 
Net commission income on outwards reinsurance 22 18 112 11 576 
Increase in provision for impairment of receivables under insurance 
contracts 12 (9 311) (29 319) 
Gain on direct claims settlements  279 704 311 606 
Loss on direct claims settlements  (234 839) (304 612) 
Insurance activity result before operating expenses related to 
insurance operations 

 
1 831 405  1 152 223 

     
Investment income  23 400 234 382 684 
Gain/(loss) on disposal of securities available for sale  

 
673 (20 819) 

Other income 25 17 504 54 251   
Administrative and other operating expenses 24 (1 735 405) (1 596 851) 
Recovery of provision/ (provision) for liabilities and charges 20 (40 303) (68 690) 
Loss on revaluation of investment property 15 (12 450) (30 406) 
Exchange differences 

 
(129 528) 247 579 

Profit before tax 
 

332 130 119 971 

     
Pre-tax (loss) from discontinued operations 34 (32 486) (37 682) 
Income tax (expense) / credit 26 (35 361)  18 474 
Profit for the year 

 
264 283 100 763 

  
   Other comprehensive income / (loss): 
   Items that may be reclassified subsequently to profit or loss: 

Gain on revaluation of securities available for sale  10 54 122 125 292  
Realised (losses) / gains transferred to profit and loss 10 (673) 20 819 
Income tax recorded directly in other comprehensive income 26 (10 690) (29 222) 
Items that will not be reclassified to profit or loss: 
Losses on revaluation of premises and equipment  14 (830)  (1 966) 
Income tax recorded directly in other comprehensive income  26 166 (407) 
Other comprehensive income net of deferred tax 

 
42 095 114 516 

Total comprehensive income for the year 
 

306 378 215 279 

     
Profit/(loss) is attributable to:    
Company’s owners  269 263 112 925 
Non-controlling interest 33 (4 980) (12 162) 
Profit for the year  264 283 100 763 

     
Comprehensive income /(loss) is attributable to:    
Company’s owners  311 358 227 441 
Non-controlling interest 33 (4 980) (12 162) 
Total comprehensive income for the year  306 378 215 279 
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  Note 
Share 

capital 

Additional 
paid-in 
capital 

Revaluation 
reserve for 

premises 
and 

equipment 

Revaluation 
reserve for 
securities 

Accumulate
d deficit Total  

Non-
controlling 

interest Total equity 

Balance at 1 January 2015 

 

1 500 000 7 380 869 65 548 (148 189) (7 196 524) 1 601 704 - 1 601 704 

  
    

 
  

  

Profit / (loss) for the year 
 

- - - - 150 607 150 607 (12 162) 138 445 

Discontinued operations  
 

- - - - (37 682) (37 682) - (37 682) 

Losses on revaluation of premises and 
equipment net of deferred tax 

 
- - (2 373) - - (2 373) - (2 373) 

Gain on revaluation of securities 
available for sale, net of deferred tax 

 
- - - 116 889 - 116 889 - 116 889 

Total comprehensive (loss)/income 
for 2015 

 

- - (2 373) 116 889 112 925 227 441 (12 162) 215 279 

           

Loss on initial recognition of investment 
property 

 
- (63 977) - - - (63 977) - (63 977) 

Disposal of non-controlling interest in 
investment property 

 
- - - - - 

 
172 549 172 549 

Dividends declared 32. - - - - (70 000) (70 000) - (70 000) 

Balance at 31 December 2015 
 

1 500 000 7 316 892 63 175 (31 300) (7 153 599) 1 695 168 160 387 1 855 555 

  
 

        

Profit for the year 
 

- - - - 301 749 301 749 (4 980) 296 769 

Discontinued operations  34 - - - - (32 486) (32 486) - (32 486) 

Losses on revaluation of premises and 
equipment net of deferred tax  - - (664) - - (664) - (664) 

Gain on revaluation of securities 
available for sale, net of deferred tax 

 
- - - 42 759 - 42 759 - 42 759 

Total comprehensive (loss)/income 
for 2016 

 
- - (664) 42 759 269 263 311 358 (4 980) 306 378 

           

Dividends declared 
 

- - - - (640 082) (640 082) - (640 082) 

Balance at 31 December 2016  1 500 000 7 316 892 62 511 11 459 (7 524 418) 1 366 444 155 407 1 521 851 
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Note 2016 2015 

Profit before tax (from discontinued and continuing operations) 
 

299 644 82 287 
Adjustments for: 

 
  

Change in provision for impairment of receivables and prepayments 12 (7 629) 31 580 
Depreciation and amortisation 14 30 316 38 427 
Interest income accrued  23 (401 764) (380 541) 
Exchange differences  143 721 (265 577) 
Change in net deferred acquisition costs and deferred commission 
income 14, 22 (192 132) 45 930 
Change in reinsurers' share of unearned premium reserve and loss 
provisions 16, 17 (75 988) (422 751) 
Change in unearned premium reserve and loss provisions 16, 17 550 224 147 063 
Net change in provisions for liabilities and charges 20 40 302 68 690 
Other non-monetary adjustments 

 
8 282 38 023 

Including for non-controlling interest  4 980 12 162 
Cash flows from / used in operating activities before changes in 
operating assets and liabilities 

 
394 973 (616 869)  

     
including continuing operations 

 
436 064 (591 759) 

including discontinued operations 
 

(41 091) (25 110) 
  

 
  

Net change in deposits with banks 9 844 610 1 195 833 
Interest income from deposits and cash equivalents 22 195 968 219 616 
Acquisition of securities available for sale 10 (2 075 115) (959 200) 
Proceeds from disposal of securities available for sale  1 124 264 340 495 
Acquisition less disposal of securities at fair value through profit or 
loss  11 (40 501) (76 992) 
Net interest income from securities available for sale 

 
208 415 105 562 

Net interest income from securities at fair value through profit or loss 23 11 849 3 389 
Net change in receivables and prepayments 12 (70 962)  43 525 
Net change in payables other than current income tax payable 19 97 706 4 582 
Net change in other assets 

 
(3 848)    3 937 

Current income tax paid 
 

(8 255) (575) 
Net cash from operating activities 

 
679 104  263 303 

     
including continuing operations 

 
689 891 265 439 

including discontinued operations  (10 787) (2 136) 
     
Acquisition of premises, equipment and intangible assets   (25 130) (38 040) 
Acquisition of investment properties  33 - (538 000) 
Net cash used in investing activities 

 
(25 130) (576 040) 

     

  
 - 

Dividends paid  (640 082) (70 000) 
Net cash used in  
financing activities 

 
(640 082) (70 000) 

     
Effect of exchange rate changes on cash and cash equivalents 

 
(43 953) 39 984 

Net decrease in cash and cash equivalents  (30 061)   (342 753) 
Cash and cash equivalents at the beginning of the year 7 275 897 618 650 

Cash and cash equivalents at the end of the year 7 245 836 275 897 
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1. Introduction 

These financial statements have been prepared in accordance with International Financial Reporting 
Standards ("IFRS”) for the year ended 31 December 2016 for Zetta Insurance Ltd. (the “Company”). 

Principal activity. The principal activity of the Company is provision of insurance services. The Company 
operates in accordance with the insurance licences issued by the Central Bank of Russia. Insurance 
business written by the Company includes property, liability, medical, personal accident insurance and 
reinsurance. In accordance with Licences LS No.1083, IS No.1083, OS No. 1083-02, OS No. 1083-03,  
OS No. 1083-04, OS No. 1083-05 and PS No. 1083, the Company offers over 90 insurance and 
reinsurance programmes. The Company was registered with Moscow Registration Chamber on 1 April 
1998 under No.004.476, OGRN 1027739205240, TIN 7710280644. The Company has been operating 
under its current name since 23 January 2015.  

The Company's previous names: 

 Limited Liability Company Zurich Insurance Company (OOO IC Zurich); 

 Limited Liability Insurance Company Zurich. Retail Insurance (OOO IC Zurich. Retail); 

 Limited Liability Company NASTA Insurance Company (OOO NASTA); 

 Closed Joint-Stock Company Aliance-Garantia Insurance Company (ZAO IC Aliance-Garantia). 

At 31 December 2016, there were no changes in the Company’s ownership structure as compared to 31 
December 2015. At 31 December 2016, OOO Interholding owns 100% of OOO Zetta Insurance. OOO 
Interholding has the following participants: DALEGATE LIMITED (Limited Liability Company) that owns 
99.9% in the Company’s share capital and ADELSENTO HOLDINGS LTD (Limited Liability Company) 
that owns 0.1% in the Company’s share capital. The ultimate beneficiary of the Company is Oleg 
Evgenievich Yachnik. 

OOO Interholding (named OOO Zurich Interholding until 28 July 2015) was a member of Zurich Insurance 
Group (hereinafter, “Zurich Group”) until November 2014. 

In March 2015, the Company acquired 100% of OAO Olma Investment Company’s shares and in 
December 2015 40% of these shares were sold to ADELSENTO HOLDINGS LTD (Limited Liability 
Company). At 31 December 2016, the Company owns 60% in OAO Olma Investment Company. The 
remaining 40% belong to ADELSENTO HOLDINGS LTD (Limited Liability Company). The transactions 
are disclosed in Note 33. Refer to Note 3 for management’s critical judgements used in accounting for 
these transactions in the IFRS financial statements. 

Registered address and place of business. The Company's registered address is 7, Bagrationovsky 
Proezd, bldg. 11, Moscow, 121087.  

At 31 December 2016, the Company had 34 (31 December 2015: 33) branches in the Russian 
Federation. At 31 December 2016, the Company employed 1,428 people (31 December 2015: 1,397).  

On 30 November 2016, RAEX Rating Agency (Expert RA) confirmed the Company’s A+ rating (Excellent 
Reliability) and upgraded the sub-level from second to first with stable outlook. The Company is a full 
member of:  

 the Russian Association of Motor Insurers since 17 May 2003; 

 the All-Russian Insurance Association since 31 May 2006; 

 the National Union of Liability Insurers since 28 December 2011. 

 Giuld of Insurance Companies since 25 October 2016; 

 OOO Zetta Insurance’s branch in Ekaterinburg has been a member of the Union of the Urals Region 
“Bely Sobol” since 11 November 2016; 

 the Association of European Businesses. 
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1. Introduction (Continued) 

Presentation currency: These financial statements are presented in thousands of Russian Roubles 
(hereinafter – “RR thousand”). 

2. Operating Environment of the Company 

The Russian Federation displays certain characteristics of an emerging market. Its economy is 
particularly sensitive to oil and gas prices. The legal, tax and regulatory frameworks continue to develop 
and are subject to frequent changes and varying interpretations. During 2016, the Russian economy 
continued to be negatively impacted by low oil prices, ongoing political tension in the region and 
international sanctions against certain Russian companies and individuals, all of which contributed to the 
country’s economic recession characterised by a decline in gross domestic product. The financial markets 
continue to be volatile and are characterised by frequent significant price movements and increased 
trading spreads. Russia's credit rating was downgraded to below investment grade. This operating 
environment has a significant impact on the Company’s operations and financial position. Management is 
taking necessary measures to ensure sustainability of the Company’s operations. However, the future 
effects of the current economic situation are difficult to predict and management’s current expectations 
and estimates could differ from actual results. 

3. Summary of Significant Accounting Policies 

Basis of preparation. These financial statements have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) under the historical cost convention, as modified by the initial 
recognition of financial instruments based on fair value and by the revaluation of premises and equipment 
and financial assets available for sale. The principal accounting policies applied in the preparation of 
these financial statements are set out below. 

These policies have been consistently applied to all the periods presented, unless otherwise stated (refer 
to Note 5). 

Non-controlling interest. The Company measures non-controlling interest that represents present 
ownership interest and entitles the holder to a proportionate share of net assets in the event of liquidation 
on a transaction by transaction basis, either at: (a) fair value, or (b) the non-controlling interest's 
proportionate share of net assets of the acquiree. Non-controlling interests that are not present ownership 
interests are measured at fair value. 

Non-controlling interest is that part of the net results and of the equity of a subsidiary attributable to 
interests which are not owned, directly or indirectly, by the Company. Non-controlling interest forms a 
separate component of the Company’s equity. 

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

Purchases of assets from parties under common control. Purchases of assets from parties under 
common control are accounted for in accordance with IFRS 3. In accordance with this standard all assets 
acquired from parties under common control are measured at fair value at the date of actual transfer of an 
asset with a difference between the fair value of the acquired asset and consideration paid recorded in 
these financial statements as an adjustment within equity. Since acquisition of an asset from parties 
under common control does not affect the accounting profit (loss), no deferred tax asset (liability) is 
presented in the financial statements. If a share of this asset is sold this difference is reversed from 
equity. 
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3. Summary of Significant Accounting Policies (Continued) 

Financial instruments – key measurement terms. Depending on their classification, financial instruments 
are carried at fair value or amortised cost. 

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

Fair value of financial instruments traded in an active market is measured as the product of the quoted 
price for the individual asset or liability and the quantity held by the entity. This is the case even if a 
market’s normal daily trading volume is not sufficient to absorb the quantity held and placing orders to sell 
the position in a single transaction might affect the quoted price.The price within the bid-ask spread that is 
most representative of fair value in the circumstances was used to measure fair value, which 
management considers is the average of actual trading prices on the reporting date. 

The models of measurement, such as discounted cash flow model or models based on the records of 
similar transactions made on market terms or based on current value of investment, are used to 
determine fair value of financial instruments which lack market information of transaction prices. Fair 
value measurements are analysed by level in the fair value hierarchy as follows: (i) level one are 
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level 
two measurements are valuations techniques with all material inputs observable for the asset or liability, 
either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three 
measurements are valuations not based on solely observable market data (that is, the measurement 
requires significant unobservable inputs). Transfers between levels of the fair value hierarchy are deemed 
to have occurred at the end of the reporting period. Refer to Note 30. 

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to 
acquire an asset at the time of its acquisition and includes transaction costs. Only those investments in 
debt instruments which do not have a quoted market price and whose fair value cannot be reliably 
measured are measured at cost. 

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

Amortised cost is the amount at which the financial instrument was recognised at initial recognition less 
any principal repayments, plus accrued interest, and for financial assets – also less any write-down for 
incurred impairment losses. Accrued interest includes amortisation of transaction costs deferred at initial 
recognition and of any risk premium or discount to maturity amount using the effective interest method.  

Accrued interest income and accrued interest expense, including both accrued coupon and amortised 
discount or premium (including fees deferred at origination, if any), are not presented separately and are 
included in the carrying values of related assets and liabilities.  

The effective interest method is a method of allocating interest income or interest expense over the 
relevant period, so as to achieve a constant periodic rate of interest (effective interest rate) on the 
carrying amount. 

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

Classification of financial assets. 

Financial assets have the following categories: a) financial assets carried at fair value through profit or 
loss; b) financial assets available for sale; c) receivables. The Company's management determines the 
appropriate classification of assets at initial recognition. 

Initial recognition of financial instruments. Financial instruments are initially recognised at fair value 
plus transaction costs. Fair value at initial recognition is best evidenced by the transaction price.  

A gain or loss on initial recognition is only recorded if there is a difference between fair value and 
transaction price which can be evidenced by other observable current market transactions in the same 
instrument or by a valuation technique whose inputs include only data from observable markets. 

All purchases and sales of financial assets that require delivery within the time frame established by 
regulation or market convention (“regular way” purchases and sales) are recorded at trade date, which is 
the date that the Company commits to deliver a financial asset. 

Uncollectable assets are written off against the created impairment loss provision after all the necessary 
procedures to recover the asset have been completed and the amount of the loss has been determined. 

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

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

Cash and cash equivalents. Cash and cash equivalents are cash on hand and on the Company's 
current accounts, cash in transit and interest-bearing deposits which are readily convertible to cash within 
a day and are used for operating purposes because the Company may call them in without any prior 
notice or penalties that reduce the principal amount of deposit or accrued income. All short-term bank 
deposits other than overnight deposits are included in deposits with banks. Restricted cash is not 
included in cash and cash equivalents. 

Restricted cash. To perform its operations related to obligatory insurance of third party liability of motor 
vehicle owners (OMTPL), obligatory insurance (coinsurance) for third party liability of owners of 
hazardous facilities against damage resulting from an accident at a hazardous facility (OIHF) and 
obligatory insurance of third party liability of carriers for causing harm to life, health or property of 
passengers (OILC), the Company opened special accounts for settlements within the insurance payment 
system. The amount of balance in these accounts is regulated by the relevant insurance associations and 
the Company cannot use cash in these accounts at its discretion without damage caused to its principal 
activities. Therefore, these cash balances are classified as restricted cash in the statement of financial 
position. 

Deposits with banks. Deposits with banks are recorded when the Company advances money to 
counterparty banks with no intention of trading the resulting unquoted non-derivative financial instruments 
due on fixed dates. Deposits with banks are carried at amortised cost, net of provision for impairment. 
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3. Summary of Significant Accounting Policies (Continued) 

Securities at fair value through profit or loss. Securities at fair value through profit or loss are financial 
assets designated irrevocably, at initial recognition, into this category. Management designates securities 
into this category only if (a) such classification eliminates or significantly reduces an accounting mismatch 
that would otherwise arise from measuring assets or liabilities or recognising the gains and losses on 
them on different bases; or (b) a group of financial assets, financial liabilities or both is managed and its 
performance is evaluated on a fair value basis, in accordance with a documented risk management or 
investment strategy, and information on that basis is regularly provided to and reviewed by the 
Company’s key management personnel.  

Securities at fair value through profit or loss are carried at fair value. Interest earned on securities at fair 
value through profit or loss calculated using the effective interest method is presented in profit or loss for 
the year as interest income. Dividends are included in dividend income within other operating income 
when the Company’s right to receive the dividend payment is established and it is probable that the 
dividends will be collected. All other elements of the changes in the fair value and gains or losses on 
derecognition are recorded in profit or loss for the year as gains less losses from trading securities in the 
period in which they arise. 

Securities available for sale. This classification includes investment securities which the Company 
intends to hold for an indefinite period of time and which may be sold in response to needs for liquidity or 
changes in interest rates or exchange rates.  

Securities available for sale are carried at fair value. Interest income on available-for-sale debt securities 
is calculated using the effective interest method, and recognised in profit or loss for the year.  

Dividends on available-for-sale equity instruments are recognised in profit or loss for the year when the 
Company’s right to receive payment is established and it is probable that the dividends will be 
collected.All other elements of changes in the fair value are recognised in other comprehensive income 
until the investment is derecognised or impaired, at which time the cumulative gain or loss is reclassified 
from other comprehensive income to profit or loss for the year.  

Impairment losses are recognised in profit or loss for the year when incurred as a result of one or more 
events (“loss events”) that occurred after the initial recognition of investment securities available for sale. 
A significant or prolonged decline in the fair value of an equity security below its cost is an indicator that it 
is impaired. The cumulative impairment loss – measured as the difference between the acquisition cost 
and the current fair value, less any impairment loss on that asset previously recognised in profit or loss – 
is reclassified from other comprehensive income to profit or loss for the year. Impairment losses on equity 
instruments are not reversed and any subsequent gains are recognised in other comprehensive income.  

If, in a subsequent period, the fair value of a debt instrument classified as available for sale increases and 
the increase can be objectively related to an event occurring after the impairment loss was recognised in 
profit or loss, the impairment loss is reversed through the current period profit and loss accounts of the 
statement of profit or loss and other comprehensive income. 

Receivables and prepayments. Receivables are accounted for on the accrual basis and are carried at 
amortised cost. Receivables are recorded when the legal right to receive the payment arises under the 
agreement. Prepayments are recorded on the payment date and are charged to the loss account in the 
statement of profit or loss and other comprehensive income when the services are provided. 

Insurance and reinsurance receivables include settlements with agents, brokers, policyholders, cedents 
and reinsurers.  

Financial receivables not related to derivative financial instruments are recorded on an accrual basis, 
have no quoted prices in an open market and are due at the fixed or determinable dates provided that the 
Company has no intention of trading these receivables.  

If the Company has an objective evidence that the receivable will not be collected, the Company makes 
provision for impairment of receivables decreasing the present value of the receivable balance. Result 
from impairment of receivables is recorded through current profit and loss accounts in the statement of 
profit or loss and other comprehensive income.  
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3. Summary of Significant Accounting Policies (Continued) 

The Company collects evidence of impairment of insurance and reinsurance receivables using the 
methods and estimations similar to those applied to impairment of financial assets carried at amortised 
cost, but considering specific features of the Company’s principal activities.. 

The Company regularly reviews its receivables and prepayments to assess impairment. Provision for 
impairment of receivables and prepayments is created separately for each portfolio of receivables and 
prepayments (refer to Note 12). Receivables portfolios are put together based on similar credit risk 
characteristics considering the specifics of the Company's principal activity.  

Portfolios of receivables and prepayments include: 

 insurance receivables portfolio; 

 reinsurance receivables portfolio; 

 financial receivables portfolio; 

 non-financial receivables and prepayments portfolio. 

An impairment test of insurance and reinsurance receivables is performed based on the contractual 
conditions, maturities and terms of insurance and reinsurance contracts concluded by the Company. 

Uncollectible receivables are written off against the related impairment provision recorded in the 
statement of financial position.  

Such amounts are written off after all necessary procedures have been completed and the amount of the 
loss has been determined. Recoveries of amounts previously written off are included in other income. 

Impairment of financial assets carried at amortised cost. Impairment losses are recognised in profit 
or loss for the year when incurred as a result of one or more events (“loss events”) that occurred after the 
initial recognition of the financial asset and which have an impact on the amount or timing of the 
estimated future cash flows of the financial asset or group of financial assets that can be reliably 
estimated. 

The primary factor that the Company considers in determining whether a financial asset is impaired is its 
overdue status. The following other principal criteria are also used to determine whether there is objective 
evidence that an impairment loss has occurred: 

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

 the counterparty experiences a significant financial difficulty as evidenced by counterparty’s financial 
information that the Company obtains; 

 the counterparty considers bankruptcy or a financial reorganisation; 

 there is adverse change in the payment status of the counterparty as a result of changes in the 
national or local economic conditions that impact the counterparties. 

 For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of 
similar credit risk characteristics. Those characteristics are relevant to the estimation of future cash 
flows for groups of such assets by being indicative of the debtors’ ability to pay all amounts due 
according to the contractual terms of the assets being evaluated. 

 Future cash flows in a group of financial assets that are collectively evaluated for impairment, are 
estimated on the basis of the contractual cash flows of the assets and the experience of the 
Company’s management in respect of the extent to which amounts will become overdue as a result of 
past loss events and the success of recovery of overdue amounts. 

Impairment losses are always recognised through an allowance account to write down the asset’s 
carrying amount to the present value of expected cash flows (which exclude future credit losses that have 
not been incurred) discounted at the original effective interest rate of the asset. 
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3. Summary of Significant Accounting Policies (Continued) 

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

Investment property. Investment property is property held by the Company to earn rental income or for 
capital appreciation, or both, and is not occupied by the Company. Investment property includes assets 
under construction for future use as investment property.  

Investment property is initially recognised at cost, including transaction costs, and subsequently 
remeasured at fair value updated to reflect market conditions at the end of the reporting period. Fair value 
of investment property is the price that would be received from sale of the asset in an orderly transaction, 
without deduction of any transaction costs. Fair value of the Company’s investment property is 
determined based on reports of independent appraisers, who hold a recognised and relevant professional 
qualification and who have recent experience in valuation of property of similar location and category. 

Earned rental income is recorded in profit or loss for the year within other operating income. Gains and 
losses resulting from changes in the fair value of investment property are recorded in profit or loss for the 
year and presented separately.  

Premises and equipment. The Company's premises and equipment include buildings, furniture and 
office equipment, computer and network equipment and other fixed assets (including motor vehicles). 
Premises and equipment are carried at historic cost less accumulated depreciation and impairment 
losses, except for buildings that are stated at revalued amounts (refer to Note 14). 

Buildings are subject to revaluation with sufficient regularity to ensure that the carrying amount does not 
differ materially from that which would be determined using fair value at the end of the reporting period. 
Increases in the carrying amount arising on revaluation are credited to revaluation reserve in other 
comprehensive income. Decreases that offset previous increases of the same asset are charged against 
revaluation reserve for premises and equipment directly in other comprehensive income; all other 
decreases are charged to the statement of profit or loss and other comprehensive income. The 
revaluation reserve for premises and equipment included in equity is transferred directly to retained 
earnings when the surplus is realised, i.e. on the retirement or disposal of the asset. 

When premises are revalued, any accumulated depreciation at the date of the revaluation is offset 
against the historical cost of the asset and the resulting net carrying amount is restated to the revalued 
amount of the asset. Costs of minor repairs and day-to-day maintenance are expensed when incurred. 
Costs of replacing major parts or components of premises and equipment items are capitalised, and the 
replaced part is retired.  

At each reporting date the Company assesses whether there is any indication of impairment of premises 
and equipment. If any such indication exists, the Company estimates the recoverable amount, which is 
determined as the higher of an asset’s fair value less costs to sell or its value in use. 

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written 
down to its recoverable amount and the difference is charged to the statement of profit or loss and other 
comprehensive income. An impairment loss recognised for an asset in prior years is reversed if there has 
been a change in the estimates used to determine the assets recoverable amount. 

Gains and losses on disposal of premises and equipment determined by comparing proceeds with 
carrying amount are recognised in the statement of profit or loss and other comprehensive income. 
Repairs and maintenance are charged to the statement of profit or loss and other comprehensive income 
when the expenditure is incurred. Major replacements are capitalised and the replaced parts are written-
off. 
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3. Summary of Significant Accounting Policies (Continued) 

Depreciation. Depreciation on items of premises and equipment is calculated using the straight-line 
method to allocate their revalued amounts to their residual values over their estimated useful lives:  

Premises and equipment group Depreciation period in years 

Premises  25-50 
Furniture and office equipment 5-10 
Computer and network equipment 3-6 
Other 3-7 

The residual value of an asset is the estimated amount that the Company would currently obtain from 
disposal of the asset less the estimated costs of disposal, if the asset were already of the age and in the 
condition expected at the end of its useful life. The assets’ residual values and useful lives are reviewed, 
and adjusted if appropriate, at the end of each reporting period.  

Intangible assets. The Company’s intangible assets have definite useful life and include capitalised 
computer software. Acquired computer software licences are capitalised on the basis of the costs 
incurred to acquire and bring to use the specific software. Development costs that are directly associated 
with identifiable and unique software controlled by the Company are recorded as intangible assets if the 
inflow of incremental economic benefits exceeding costs is probable. Capitalised computer software is 
amortised on a straight line basis over expected useful lives of 2 to 5 years. 

Operating leases. Operating leases where substantially all risks and rewards of ownership are retained 
by the lessor are classified as operating leases. Lease payments under operating leases are charged to 
expenses in the statement of profit or loss and other comprehensive income on a straight-line basis over 
the lease term. 

Classification of financial liabilities. Financial liabilities, including payables, are classified as liabilities 
carried at amortised cost. The Company derecognises financial liabilities when, and only when, the 
Company’s liabilities are met, settled or expired. 

Payables. Payables are accounted for on the accruals basis and are carried at amortised cost. 
Reinsurance receivables and payables are offset only where there is a legal right and intent to offset 
these amounts. 

Reinsurance payables represent the cedents’ and reinsurers’ payables under reinsurance contracts. 
Specifically, this group of items includes amounts payable to reinsurers for premiums due to them. 

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

Share capital. The Company was incorporated as a limited liability company under laws of the Russian 
Federation. For IFRS purposes, share capital of limited liability companies created in accordance with 
Russian laws could be classified as a financial liability. The reason for this is that Federal Law No. 14-FZ 
“On Limited Liability Companies” of 8 February 1998 provides that limited liability companies’ participants 
are able to unilaterally require redemption of their share in net assets provided that there is an 
appropriate provision in the limited liability company’s foundation documents and the current statutory 
requirements for share capital are met. In such cases a limited liability company is bound to pay to such 
participant a part of the company’s net assets determined on the basis of the statutory financial 
statements prepared in accordance with Russian Account Rules (“RAR”) for the most recent reporting 
period preceding the date of a request for withdrawal from the company in cash or, upon agreement with 
the participant, in kind by asset transfer. The Company’s foundation documents do not provide for an 
opportunity for its sole participant to unilaterally require redemption of its share in net assets. The 
participant will not be able to withdraw from the Company unilaterally even if the number of the 
Company’s participants increases to two or more. Therefore, for the IFRS financial reporting purposes, 
the share capital and additional paid-in capital, premises and equipment revaluation reserve, securities 
revaluation reserve and the Company's accumulated deficit are classified as equity components. 
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3. Summary of Significant Accounting Policies (Continued) 

Revaluation reserve. Revaluation reserve includes the revaluation reserve for securities available for 
sale and revaluation reserve for premises and equipment. Revaluation reserve for securities comprises 
accumulated unrealised gains/losses on revaluation of securities available for sale. Revaluation reserve 
for premises and equipment comprises accumulated unrealised gains on revaluation of buildings included 
in premises and equipment.  

Additional paid-in capital. Additional paid-in capital includes free target financing received from the sole 
participant that has not been registered as an increase in the share capital. In addition, at 31 December 
2015, the Company’s additional paid-in capital includes loss on initial recognition of investment property 
(Note 33). 

Insurance contracts. The Company enters into contracts that bear insurance risk. Insurance contracts 
are the contracts where one party (insurer) assumes a material insurance risk from the other party (the 
policyholder) and agrees to pay the claim of the policyholder if an agreed unforeseen event occurs in the 
future (insured event) that will have a negative impact on the policyholder.  

Insurance risk arises if the following uncertainties exist at the commencement of insurance contracts: 

 whether the insured event will occur; 

 the occurrence date of the insured event; 

 the amount of loss on the insured event when occurred. 

The Company classifies the contract as an insurance contract only if it bears material insurance risk. 
Insurance risk is material if, upon occurrence of the insured event, the Company will have to make 
significant additional payments in case of any scenario other than those which have no commercial 
substance (i.e. do not have a noticeable effect on the economics of the transaction). 

Description of insurance products. The Company insures the following insurance risks and products:  

 motor own damage insurance (CASCO);  

 legal entities’ property insurance;  

 individuals’ property insurance;  

 cargo insurance; 

 accident and health insurance and voluntary medical insurance;  

 obligatory and voluntary insurance of third party liability of motor vehicle owners (“OMTPL” and 
“VMTPL”)  

 insurance of third party liability for non-performance of improper performance of contractual 
obligations and other. 

Property and land vehicles insurance ensures that the clients are paid compensation for the damage 
caused to their property. Clients are also indemnified for income losses caused by their inability to use the 
insured property in their economic activities as a result of the occurrence of an insured event (i.e., 
business interruption).  

Cargo insurance means that the Company insures property interests of the policyholders related to 

possession, use and disposal of cargo as a result of its loss or damage.  

Accident insurance ensures that the Company’s clients are paid compensation for the damage caused to 
their health as a result of an accident, including injuries of various severity, partial or complete disability or 
death of the insured person. 

Voluntary medical insurance is designed to provide the Company’s clients with medical services. These 
services are considered as insurance only if the Company is unsure at the inception of the contract on the 
probability or timing of the insured event (i.e. providing of medical services) and amount of loss connected 
with the insured event when occurred. 
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3. Summary of Significant Accounting Policies (Continued) 

OMTPL and VMTPL provide insurance to the Company’s clients against a risk of damage being caused 
to third party motor vehicles or life and health of passengers in such vehicles as a result of a road 
accident. The Company is a member of the Russian Association of Motor Insurers (RAMI), which was 
introduced by the Federal Law No. 40-FZ On Obligatory Motor Third Party Liability Insurance of 
25 April 2002. 

Liability insurance protects the Company’s clients against the risk of causing harm to third parties as a 
result of their legitimate activities. Damages covered include both contractual and non-contractual events. 
This is the standard protection offered to the clients (individuals and legal entities) who are bound by law 
to pay compensation to a third party for bodily injuries or property damage (third party liability). 

Insurance premiums, unearned premium reserve. Upon inception of a contract, premiums are 
recorded as written and are earned on a pro-rata basis over the term of the related policy coverage. 

Regular gross premiums under insurance contracts are credited to income as insurance coverage 
commences. Before the insurance coverage commencement premiums paid by the policyholders are 
recorded in the statement of financial position as payables. 

Contractual gross premiums accrued represent the whole entirety of premiums to be received for the 
whole period of insurance coverage provided under the contracts concluded during the reporting period. 
Insurance premiums include all adjustments made in the reporting period to the insurance premiums to 
be received under the policies which were sold in previous reporting periods. Returns of insurance 
premiums paid are deducted from gross premiums. 

Unearned premiums represent the part of premiums accrued for the reporting period which relates to 
unexpired term of policies as at the reporting date. 

The unearned premium reserve and reinsurers’ share of the unearned premium reserve are recognised in 
the statement of financial position on a gross basis. 

Claims, loss provisions. Claims incurred include all losses incurred during the year and related internal 
and external loss adjustment expenses which are directly related to processing and settling losses and 
other reimbursements. 

Claims are recognised in the statement of profit or loss and other comprehensive income as incurred on 
the basis of expert valuation of damages or actual costs incurred on restoration of damaged property of 
the policyholders or third parties. 

Loss adjustment expenses include two categories of claims settlement:  

 expenses directly related to a certain claim (allocated expenses such as expenses on services of 
claim surveyors, independent experts, recovery operation, court costs);  

 expenses that cannot be attributed to a certain claim (unallocated expenses, including expenses 
incurred on salaries of employees in charge of claims handling processes and related mandatory 
social contributions). 

Loss provisions represent an estimate of liabilities to pay claims in future and include outstanding claims 
reserve (OCR) and provision for losses incurred but not yet reported (IBNR). OCR is provided in respect 
of claims reported, but not settled as at the reporting date. The estimation is made on the basis of 
information received by the Company during investigation of the insured event, including information 
received after the reporting date. Liabilities are derecognised if they are settled, cancelled or expired. 

IBNR is determined by the Company using actuarial methods, applying prior years’ claims and claims 
handling experience. The methods of determining such estimates and establishing the resulting 
provisions are continually reviewed and updated. Resulting adjustments are reflected in the statement of 
profit or loss and other comprehensive income as they arise. Loss provisions are estimated on an 
undiscounted basis due to relatively quick pattern of claims notification and their payment. 
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3. Summary of Significant Accounting Policies (Continued) 

Provision for premium deficit. Premium deficiency reserve (hereafter, “PDR”) is recorded when 
unearned premiums are insufficient to meet claims and expenses, which may be incurred after the end of 
the financial year. To estimate PDR, the Company uses historical experience and forward looking 
assumptions of ultimate loss ratios (including loss adjustment expenses) and the level of in-force portfolio 
maintenance expenses. The expected claims are calculated having regard to events that have occurred 
prior to the reporting date. For the purposes of final presentation of financial statements PDR is written off 
against deferred acquisition costs. 

Estimated loss adjustment expenses are recognised in the statement of financial position and statement 
of profit or loss and other comprehensive income within loss provisions. 

Income from subrogation and recourse claims. As part of its principal activity, the Company earns 
income from subrogation and recourse claims where a party at fault for the loss (defendant for 
subrogation or recourse claim) compensates the Company for the whole or part of the paid claim. Income 
from subrogation and recourse claims is recognised as cash is received from the defendant. Income 
earned on sale of salvage material and subrogation is deducted from claims. 

Income from sale of salvage material and other property obtained due to the policyholder’s waiver 
of ownership right. Gain on recording salvage materials is recognised in the Company's balance sheet 
as soon as the policyholder signs the acceptance act. Gain on receipt of salvage materials at the time of 
their arrival is determined on the basis of an independent appraiser’s report. As soon as the property 
transferred to the Company is sold, the Company recognises additional income or loss on salvage 
materials sold in the amount of difference between the cost specified in the independent appraiser’s 
report and actual proceeds from sale of the property. 

Provision for expected income from sale of salvage materials and proceeds from subrogation. 
Expected but not received net income from sale of salvage materials and subrogation is deducted from 
the provision for losses incurred but not yet reported. 

Acquisition costs, deferred acquisition costs. Acquisition costs represent commission expenses, 
expenses on civil law agreements concluded with agents, contributions to RAMI and expenses directly 
attributable to insurance contract execution, which vary with and largely depend upon the premium from 
acquired or renewed insurance contracts. Acquisition costs are recognised as incurred. Acquisition costs 
are deferred and amortised over the period in which the related written premiums are earned. Deferred 
acquisition costs (DAC) are calculated separately for each insurance contract. At the end of each 
reporting period, deferred acquisition costs are reviewed by insurance line to ensure they are recoverable 
based on future estimates. 

Liability adequacy test. At each reporting date, unearned premium reserve is tested for adequacy to 
ensure sufficiency of insurance contract liabilities net of the related deferred acquisition costs.  

In performing these tests, current best estimates of future contractual cash flows and loss adjustment and 
administration expenses, as well as investment income from the assets backing such liabilities, are used. 
Any deficiency is immediately charged to profit or loss initially by writing off DAC and subsequently, if 
DAC is not sufficient, by creating provision for losses arising from liability adequacy tests (the provision 
for premium deficit). 

Impairment of deferred acquisition costs and accruals made on the basis of liability adequacy test findings 
is not subject to future reversal. 

Expenses related to settlements on direct indemnification of OMTPL claims. The Company carries 
out settlements on direct indemnification of OMTPL claims in accordance with the current Russian 
Federation legislation under which the affected person can address his/her claims not only to the 
insurance company that issued the policy to the guilty party but to his/her own insurance company.  

Within the scope of direct settlement of claims the Company pays the claims to the holders of OMTPL 
insurance policies issued by the Company and upon claim settlement invoices the offender's insurance 
company for reimbursement of the expenses via the centralised system of direct settlement of claims.  
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3. Summary of Significant Accounting Policies (Continued) 

Settlements between insurance companies are conducted within fixed amounts for one settled claim that 
are established by instructive documents of RAMI and depend upon the characteristics of motor vehicles. 
The fixed amounts are subject to regular review. In accordance with the Russian Federation legislation 
the Company recognises the differences between actually incurred expenses on claim settlement and the 
indemnity received as part of direct settlement of claims in profit or loss. 

Transactions performed under the OMTPL mutual representation agreement. In 2016, the Company 
started to operate under the OMTPL mutual representation agreement. According to this agreement, the 
Company is a principal is its insurance contracts are sold by other insurers or a agent provided that the 
Company sells OMTPL contracts of other insurers. When the Company acts as the principal, OMTPL 
contracts are accounted for using the similar treatment as applied to all other contracts sold by the 
Company through insurance agents. When the Company acts as an agent, The Company recognises 
only the commission fee from the sale of OMTPL contracts of other companies.  

Reinsurance. The Company cedes and assumes reinsurance in the normal course of business. Ceded 
reinsurance contracts do not relieve the Company from its obligations to policyholders. Assumed 
premiums are recognised as income similarly to recognition of direct insurance premiums based on the 
classification of products used in reinsurance operations. Premiums and claims for both assumed and 
ceded reinsurance are shown on a gross basis. Reinsurance assets include premiums ceded to the 
Company under inward reinsurance contracts. The Company's liabilities under inward reinsurance 
contracts are obligations to compensate the Company's share in paid claims, and loss adjustment 
expenses to the cedents. 

Outward reinsurance assets include balances due from reinsurance companies in respect of 
reimbursement for claims paid, including loss adjustment expenses. Outward reinsurance liabilities are 
obligations to transfer reinsurance premiums to reinsurers.  

The Company assesses its reinsurance assets for impairment on a regular basis. If there is objective 
evidence that the reinsurance asset is impaired, the Company reduces the carrying amount of the 
reinsurance asset to its recoverable amount and recognises that impairment loss in the statement of profit 
or loss and other comprehensive income. The Company gathers the objective evidence that a 
reinsurance asset is impaired using the same process adopted for financial assets carried at amortised 
cost. The impairment loss is also calculated following the same method used for the financial assets 
carried at amortised cost. 

Commission income on outwards reinsurance. The Company receives commissions for ceding 
premiums to reinsurers. This type of commission is recognised within insurance activity result in the 
statement of profit or loss and other comprehensive income. Commission income is deferred and 
amortised over the period in which the related written outward reinsurance premiums are earned.  

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

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

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and 
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts 
for financial reporting purposes.  

In accordance with the initial recognition exemption, deferred taxes are not recorded for temporary 
differences on initial recognition of an asset if the transaction, when initially recorded, affects neither 
accounting nor taxable profit. 
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3. Summary of Significant Accounting Policies (Continued) 

Deferred tax balances are measured at tax rates enacted or substantively enacted at the reporting date 
which are expected to apply to the period when the temporary differences will reverse or the tax loss 
carry forwards will be utilised. Deferred tax assets for deductible temporary differences and tax loss carry 
forwards are recorded only to the extent that it is probable that future taxable profit will be available 
against which the deductions can be utilised. 

Deferred income tax is provided on post acquisition retained earnings of subsidiaries, except where the 
Company controls the subsidiary’s dividend policy and it is probable that the difference will not reverse 
through dividends or otherwise in the foreseeable future. Deferred tax assets and liabilities are not 
discounted. 

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

Interest and other income and expense recognition. Interest income and expense are recorded in the 
statement of profit or loss and other comprehensive income for all debt instruments on an accruals basis 
using the effective interest method. This method defers all fees and commissions paid or received 
between the parties to the contract that are an integral part of the effective interest rate, transaction costs 
and all other premiums or discounts. 

Administrative and other operating expenses are generally recorded on an accrual basis when the 
product is received or the service is provided.  

Foreign currency translation. The functional currency of the Company is the currency of the primary 
economic environment in which this Company operates. The Company’s functional currency and the 
Company entities presentation currency is the national currency of the Russian Federation, Russian 
Roubles (“RR”).  

Monetary assets and liabilities denominated in foreign currency are translated into the functional currency 
at the official exchange rate of the CBRF at the end of the respective reporting period. Foreign exchange 
gains and losses resulting from the settlement of transactions and from the translation of monetary assets 
and liabilities into the functional currency at year-end official exchange rates of the CBRF, are recognised 
in profit or loss for the year (as exchange differences). 

Transactions in foreign currencies are translated to the functional currency using the rate of exchange 
approximating to that effective at the transaction date. At 31 December 2016, the principal rates of 
exchange used for translating foreign currency balances were USD 1 = RR 60.6569, EURO 1 = RR 
63.8111 and GBP 1 = RR 74.5595 (31 December 2015: USD 1 = RR 72.8827, EURO 1 = RR 79.6972 
and GBP 1 = RR 107,9830). 

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

Staff costs and related contributions. Wages, salaries, contributions to state pension and social 
insurance funds, paid annual leaves, sick leaves, bonuses and non-monetary benefits are accrued in the 
period in which the associated services are rendered by the employees of the Company. The Company 
has no legal or constructive obligation to make pension or similar benefit payments beyond the payments 
to the statutory defined contribution scheme.  
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3. Summary of Significant Accounting Policies (Continued) 

Discontinued operations. A discontinued operation is a component of the Company that either has 
been disposed of, or that is classified as held for sale, and: (a) represents a separate major line of 
business or geographical area of operations; (b) is part of a single co-ordinated plan to dispose of a 
separate major line of business or geographical area of operations; or (c) is a subsidiary acquired 
exclusively with a view to resale. Financial result from and cash flows from discontinued operations are 
disclosed separately from continuing operations with comparatives being presented. Comparatives in the 
statement of profit or loss and other comprehensive income and statement of cash flows have been 
adjusted by recording financial result and cash flows from discontinued operations separately. 

Amendments of the financial statements after issue. The Company’s owner and management have 
the power to amend the financial statements after issue. 

Presentation of statement of financial position in order of liquidity. The Company does not have a 
clearly identifiable operating cycle and therefore does not present current and non-current assets and 
liabilities separately in the statement of financial position. Instead, assets and liabilities are presented in 
order of their liquidity.  

4. Critical Accounting Estimates, and Judgements in Applying Accounting Policies 

When preparing the IFRS financial statements, the Company’s management makes a number of 
estimates and assumptions that affect recognition of assets and liabilities and disclosure of contingent 
assets and liabilities. Actual results may differ from these estimates. 

The most significant estimates and assumptions used by the Company’s management in preparing its 
financial statements include:  

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

Impairment losses on receivables and prepayments. The Company regularly reviews its portfolios of 
receivables and prepayments to test for impairment. In determining whether an impairment loss should be 
recorded in the statement of profit or loss and other comprehensive income, the Company makes 
judgements as to whether there is any observable data indicating that there is a measurable decrease in 
the estimated future cash flows from portfolios of receivables and prepayments before the decrease can 
be identified with an individual asset in the portfolio. This evidence may include observable data indicating 
that there has been an adverse change in the payment status of borrowers in the portfolio, or national or 
local economic conditions that correlate with defaults on assets in the Company. The management uses 
estimates based on historical loss experience for assets carrying credit risk characteristics and objective 
evidence of impairment. A one percentage point increase or decrease in the difference between actual 
and estimated loss will result in a higher or lower charge to provision for impairment of receivables and 
prepayments of RR 2 480 thousand (31 December 2015: RR 5 884 thousand), respectively.  

Evaluation of loss provision. The Company uses statistic analysis methods to assess loss provisions. 
The detailed description is provided in Note 17. 

Acquisition of shares of the entity under common control. The Company classifies acquisition of 
shares of the entity under common control in 2015 as acquisition of an asset representing investment 
property located at: 7, Malyi Karetnyi per., bldg.1, Moscow.  The acquisition is disclosed in Note 33 in 
greater detail. 

In classifying this acquisition under IFRS 3, the Company's management considered the following issues: 

 The principal activity of OAO Olma Investment Company is leasing out commercial premises to the 
group of companies under common control. Therefore, OAO Olma Investment Company's activity is 
rather simple and does not require complex lease management processes. 
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4. Critical Accounting Estimates, and Judgements in Applying Accounting Policies 
(Continued) 

 ОАО Olma Investment Company employ two people that is also indicative of a lack of complex 
business processes. 

Based on the above, the Company’s management decided to recognise this transaction as asset 
acquisition 

5. Adoption of New or Revised Standards and Interpretations 

The following amended standards became effective for the Company from 1 January 2016, but did not 
have any material impact on the Company:  

 IFRS 14, Regulatory Deferral Accounts (issued in January 2014 and effective for annual periods 
beginning on or after 1 January 2016).  

 Accounting for Acquisitions of Interests in Joint Operations ‒ Amendments to IFRS 11 (issued on 
6 May 2014 and effective for the periods beginning on or after 1 January 2016).  

 Clarification of Acceptable Methods of Depreciation and Amortisation ‒ Amendments to IAS 16 and 
IAS 38 (issued on 12 May 2014 and effective for the periods beginning on or after 1 January 2016).  

 Agriculture: Bearer plants ‒ Amendments to IAS 16 and IAS 41 (issued on 30 June 2014 and 
effective for annual periods beginning 1 January 2016). 

 Equity Method in Separate Financial Statements ‒ Amendments to IAS 27 (issued on 12 August 2014 
and effective for annual periods beginning 1 January 2016). 

 Annual Improvements to IFRSs 2014 (issued on 25 September 2014 and effective for annual periods 
beginning on or after 1 January 2016). 

 Disclosure Initiative Amendments to IAS 1 (issued in December 2014 and effective for annual periods 
on or after 1 January 2016). 

 Investment Entities: Applying the Consolidation Exception Amendment to IFRS 10, IFRS 12 and IAS 
28 (issued in December 2014 and effective for annual periods on or after 1 January 2016). 

6. New Accounting Pronouncements 

Certain new standards and interpretations have been issued that are mandatory for the annual periods 
beginning on 1 January 2017 or later, and which the Company has not early adopted.  

IFRS 9 “Financial Instruments: Classification and Measurement” (amended in July 2014 and 
effective for annual periods beginning on or after 1 January 2018). Key features of the new standard 
are: 

 Financial assets are required to be classified into three measurement categories: those to be 
measured subsequently at amortised cost, those to be measured subsequently at fair value through 
other comprehensive income (FVOCI) and those to be measured subsequently at fair value through 
profit or loss (FVPL).  

Classification for debt instruments is driven by the entity’s business model for managing the financial 
assets and whether the contractual cash flows represent solely payments of principal and interest 
(SPPI). If a debt instrument is held to collect, it may be carried at amortised cost if it also meets the 
SPPI requirement. Debt instruments that meet the SPPI requirement that are held in a portfolio where 
an entity both holds to collect assets’ cash flows and sells assets may be classified as FVOCI. 
Financial assets that do not contain cash flows that are SPPI must be measured at FVPL (for 
example, derivatives).  
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6. New Accounting Pronouncements (Continued) 

Embedded derivatives are no longer separated from financial assets but will be included in assessing 
the SPPI condition. 

 Investments in equity instruments are always measured at fair value. However, management can 
make an irrevocable election to present changes in fair value in other comprehensive income, 
provided the instrument is not held for trading. If the equity instrument is held for trading, changes in 
fair value are presented in profit or loss. Most of the requirements in IAS 39 for classification and 
measurement of financial liabilities were carried forward unchanged to IFRS 9. The key change is that 
an entity will be required to present the effects of changes in own credit risk of financial liabilities 
designated at fair value through profit or loss in other comprehensive income.  

 IFRS 9 introduces a new model for the recognition of impairment losses – the expected credit losses 
(ECL) model. There is a ‘three stage’ approach which is based on the change in credit quality of 
financial assets since initial recognition. In practice, the new rules mean that entities will have to 
record an immediate loss equal to the 12-month ECL on initial recognition of financial assets that are 
not credit impaired (or lifetime ECL for trade receivables). Where there has been a significant 
increase in credit risk, impairment is measured using lifetime ECL rather than 12-month ECL. The 
model includes operational simplifications for lease and trade receivables. 

 Hedge accounting requirements were amended to align accounting more closely with risk 
management. The standard provides entities with an accounting policy choice between applying the 
hedge accounting requirements of IFRS 9 and continuing to apply IAS 39 to all hedges because the 
standard currently does not address accounting for macro hedging. 

The Company is considering the implications of the standard and the impact on the Company's financial 
statements.  

IFRS 16, Leases (issued on 13 January 2016 and effective for annual periods beginning on or after 
1 January 2019). The new standard sets out the principles for the recognition, measurement, 
presentation and disclosure of leases. All leases result in the lessee obtaining the right to use an asset at 
the start of the lease and, if lease payments are made over time, also obtaining financing. Accordingly, 
IFRS 16 eliminates the classification of leases as either operating leases or finance leases as is required 
by IAS 17 and, instead, introduces a single lessee accounting model. Lessees will be required to 
recognise: (a) assets and liabilities for all leases with a term of more than 12 months, unless the 
underlying asset is of low value; and (b) depreciation of lease assets separately from interest on lease 
liabilities in the income statement. IFRS 16 substantially carries forward the lessor accounting 
requirements in IAS 17. Accordingly, a lessor continues to classify its leases as operating leases or 
finance leases, and to account for those two types of leases differently. The Company is currently 
assessing the impact of the new standard on its financial statements.  

Disclosure Initiative ‒ Amendments to IAS 7 (issued on 29 January 2016 and effective for annual 
periods beginning on or after 1 January 2017). The amended IAS 7 will require disclosure of a 
reconciliation of movements in liabilities arising from financing activities. The Company will present this 
disclosure in its 2017 financial statements.  

The following other new pronouncements are not expected to have any material impact on the Company 
when adopted: 

 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture ‒ Amendments 
to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual periods beginning on 
or after a date to be determined by the IASB). 

 Recognition of Deferred Tax Assets for Unrealised Losses ‒ Amendments to IAS 12 (issued on 
19 January 2016 and effective for annual periods beginning on or after 1 January 2017). 

 Amendments to IFRS 2, Share-based Payment (issued on 20 June 2016 and effective for annual 
periods beginning on or after 1 January 2018). 

 IFRS 15 “Revenue from Contracts with Customers” (issued on 28 May 2014 and effective for the 
periods beginning on 1 January 2018 or after the reporting date). 
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6. New Accounting Pronouncements (Continued) 

 Amendments to IFRS 15, Revenue from Contracts with Customers (issued on 12 April 2016 and 
effective for annual periods beginning on or after 1 January 2018). 

 Amendments to IAS 40 “Transfers of Investment Property” (issued on 8 December 2016 and effective 
for annual periods beginning on 1 January 2018 or after the reporting date). 

Unless otherwise described above, the new standards and interpretations are not expected to affect 
significantly the Company’s financial statements. 

7. Cash and Cash Equivalents 

  

31 December 
2016 

31 December 
2015 

Overnight deposits 112 611 51 245 
Current accounts with banks, foreign currency denominated 82 678 112 249 
Current accounts with banks, Russian roubles denominated 50 512 81 292  
Trust manager's account balance 35 31 111 

Total cash and cash equivalents 245 836 275 897 

Included in current accounts with banks and overnight deposits at 31 December 2016 is a balance on 
accounts with three Russian banks for a total of RR 227 715 thousand or 93% of total current accounts 
with banks and overnight deposits (31 December 2015: a balance on accounts with three banks for a total 
of RR 228 366 thousand or 83% of the total current accounts with banks and overnight deposits). The 
Company places cash and cash equivalents based on the rating assigned to the banks.  

Below is the credit quality analysis of cash and cash equivalents on the basis of Moody’s, Standard and 
Poor’s or Fitch ratings as of 31 December 2016 (the banks’ ratings are presented on the basis of Moody’s 
scale, if not available the equivalent S&P or Fitch ratings are used). Description of the credit ratings and 
types of limits is disclosed in Note 27. 

  

From AAA to 
BBB- 

From BB+ to 
BB- Unrated Total 

Current accounts and overnight deposits in 
Russian Roubles 124 191 38 932  - 163 123 

Current accounts in US dollars 23 510 6 039  - 29 549 

Current accounts in Euro 38 496 132  - 38 628 

Current accounts in Pounds Sterling - 14 501 - 14 501 

Trust manager's account balance - - 35 35 

Total cash and cash equivalents 186 197 59 604 35  245 836 

In the table above, cash placed in accounts of Deutsche Bank Russia’s office for a total of 
RR 63 161 thousand is shown on the basis of Deutsche Bank Group’s rating (from AAA to ВВВ- 
category) because the bank’s office in Russia has no official credit rating.  

Below is the credit quality analysis of cash and cash equivalents on the basis of Moody’s, Standard and 
Poor’s or Fitch ratings at 31 December 2015 (the banks’ ratings are presented in accordance with 
Moody’s scale, if not available the equivalent S&P or Fitch ratings are used). 

  

From AAA to 
BBB- 

From BB+ to 
BB- Unrated Total 

Current accounts and overnight deposits in 
Russian Roubles 60 876 71 661 - 132 537 

Current accounts in US dollars 34 441 1 585 - 36 026 

Current accounts in Euro 74 138 208 - 74 346 

Current accounts in Pounds Sterling - 1 877 - 1 877 

Trust manager's account balance - - 31 111 31 111 

Total cash and cash equivalents 169 455 75 331 31 111 275 897 

Cash and cash equivalents are neither past due nor impaired and are not secured. Currency analysis of 
cash and cash equivalents is disclosed in Note 27. The fair value measurements of cash at 
31 December 2016 and 2015 are disclosed in Note 30. 
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8. Restricted Cash 

Under the above deposit agreements, OOO Insurance Payment System has the right to foreclose on 
these deposits if the Company fails to meet its obligations in accordance with mutual settlement 
agreements signed with RAMI and NULI. Under these deposit agreements the Company has the right to 
terminate the agreements and received the deposited amounts after 30 days from the date of its exit from 
the Russian Association of Motor Insurers and/or the National Union of Liability Insurers and termination 
of the related contracts with OOO Insurance Payment System. During 2016 and 2015, the Company met 
its obligations in full and no foreclosure was imposed on the above deposits. 

In accordance with the requirements of the Russian Association of Motor Insurers (RAMI), the National 
Union of Liability Insurers (NULI) and the Insurance Payment System (IPS) (previously, “RSA-Clearing”), 
the Company entered in agreements with these organisations and to secure performance of its 
obligations, placed deposits for a total of RR 106 628 thousand (31 December 2015: RR 137 931 
thousand) with one Russian bank (2015: one Russian bank). Interest on these deposits is accrued and 
paid monthly at a fixed rate which at 31 December 2016 amounted to 7% p.a. (31 December 2015: 8% 
p.a.). These deposits are placed in the bank with the Group's credit rating from BB+ to BB- at 
31 December 2016 and 2015. 

9. Deposits with Banks 

  
31 December 

2016 
31 December 

2015 

Denominated in Russian Roubles 1 147 141 1 400 181 
Denominated in US Dollars 436 069 961 317 
Denominated in Euros - 166 711 

Total deposits with banks 1 583 210 2 528 209 

Included in deposits with banks at 31 December 2016 are balances with three large Russian banks with 
an aggregate amount of RR 1 241 263 thousand or 78.4 % of total deposits with banks (31 December 
2015: balances with four large Russian banks with an aggregate amount of RR 1 951 504 thousand or 
77.2 % of total deposits with banks). 

At 31 December 2016, the interest rate on deposits with banks in Russian Roubles is 8.9% to 11.6% p.a. 
(31 December 2015: 9.0% to 15.2% p.a.). The interest rate on deposits with banks in US Dollars is 1.4% 
to 3.2% p.a. (31 December 2015: 1.5% to 6.4% p.a.). At 31 December 2016, the Company has no 
deposits with banks in Euro (31 December 2015: the interest rate on deposits with banks in Euro is 5.4% 
p.a.). 

The Company places deposits with banks depending on the credit ratings assigned to banks. Below is the 
credit quality analysis of deposits with banks on the basis of Moody’s, Standard and Poor’s or Fitch 
ratings as at 31 December 2016 (the banks’ credit ratings are presented in accordance with Moody’s 
scale, if not available the equivalent S&P or Fitch ratings are used). 

  

From AAA to 
BBB- 

From BB+ to 
BB- 

B+  
and below Total 

Denominated in Russian Roubles 343 486 803 655 - 1 147 141 

Denominated in US Dollars - 436 069 - 436 069 

Denominated in Euros - - - - 

Total deposits with banks 343 486 1 239 724 - 1 583 210 

Below is the credit quality analysis of deposits with banks on the basis of Moody’s, Standard and Poor’s 
or Fitch ratings as at 31 December 2015 (the banks’ credit ratings are presented in accordance with 
Moody’s scale, if not available the equivalent S&P or Fitch ratings are used). 

  

From AAA to 
BBB- 

From BB+ to 
BB- 

B+  
and below Total 

Denominated in Russian Roubles 803 237 514 532 82 412 1 400 181 

Denominated in US Dollars - 961 317 - 961 317 

Denominated in Euros - 166 711 - 166 711 

Total deposits with banks 803 237 1 642 560 82 412 2 528 209 
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9. Deposits with Banks (Continued) 

Deposits with banks are current and not impaired and are not collateralised. Currency and maturity 
analyses of deposits with banks are disclosed in Note 27. The fair value measurements of deposits at 
31 December 2016 and 2015 are disclosed in Note 30. 

10. Securities Available for Sale 

  

31 December 
2016 

31 December 
2015 

Russian government and municipal bonds denominated in Russian Roubles 656 669 821 833  
Corporate bonds denominated in Russian roubles 2 179 403 974 130 

Total debt securities 2 836 072 1 795 963 

    
Corporate shares 203 279 - 

Total equity securities 203 279 - 

Total securities available for sale 3 039 351 1 795 963 

Russian government bonds denominated in Russian roubles mature in the period from April 2017 to 
February 2036 (31 December 2015: from May 2016 to February 2036) and have a coupon rate from 6.3% 
to 10.8% (2015: from 6.0% to 7.5%) depending on the issue. 

At 31 December 2016, the Company had no municipal bonds (31 December 2015: the Company had 
municipal bonds that mature in June 2016 and have a coupon rate of 7%).  

Corporate bonds denominated in Russian roubles are securities issued by legal entities – Russian 
Federation residents.  

Corporate bonds mature in the period from April 2017 to May 2030 (31 December 2015: from February 
2016 to October 2017) and have a coupon rate from 9.4% to 21.1% (31 December 2015: from 7.5% to 
15.0%) depending on the issuer and issue. 

Corporate shares denominated in Russian roubles are securities issued by legal entities – Russian 
Federation residents. 

Movements in the value of investment securities available for sale are summarised below: 

  
31 December 

2016 
31 December 

2015 

Carrying amount at 1 January  1 795 963 1 031 147 

Fair value gains less losses 53 449 146 111 
Interest income accrued 237 715 105 662 
Purchases 2 075 115 959 200 
Disposals  (1 122 891) (471 932) 

Carrying amount at 31 December  3 039 351 1 795 963 

All securities available for sale have quoted market prices. 

Securities available for sale are current and not past due and are not secured.   
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10. Securities Available for Sale (Continued) 

Below is the credit quality analysis of debt securities at 31 December 2016 (the issuers’ credit ratings are 
presented in accordance with Moody’s scale, if not available the equivalent S&P or Fitch ratings are 
used). 

  

From 
AAA to 

BBB- 

From 
BB+ to 

BB- 
В+ and 
below Unrated Total 

Russian government and municipal bonds 656 669 - - - 656 669 

Corporate bonds 177 617 1 814 151 156 618 31 017 2 179 403 

Corporate shares - 203 279 - - 203 279 

Total securities available for sale 834 286 2 017 430 156 618 31 017 3 039 351 

Below is the credit quality analysis of debt securities as at 31 December 2015 (the issuers’ credit ratings 
are presented in accordance with Moody’s scale, if not available the equivalent S&P or Fitch ratings are 
used). 

  

From 
AAA to 

BBB- 

From 
BB+ to 

BB- Total 

Russian government and municipal bonds 821 833 - 821 833 

Corporate bonds 143 749 830 381 974 130 

Total securities available for sale 965 582 830 381 1 795 963 

The diversification of the available-for-sale securities portfolio is also explained by the need to meet the 
requirements of the Central Bank of Russia for the composition and structure of assets accepted as 
coverage of insurance reserves and insurer's equity. Currency, maturity and interest rate analyses of 
securities available for sale are disclosed in Note 27. 

11. Securities at Fair Value through Profit or Loss 

  

31 December 
2016 

31 December 
2015 

Russian government and municipal bonds denominated in Russian Roubles 34 271 5 416 
Corporate bonds denominated in Russian roubles 83 222 70 047 

Total debt securities  117 493 75 463 

    
Corporate shares  - 1 529 

Total equity securities - 1 529 

Total securities at fair value through profit or loss 117 493 76 992 

Russian government bonds denominated in Russian roubles mature in the period from December 2017 to 
January 2020 (31 December 2015: January 2020) and have a coupon rate from 10.8% to 11.3% (31 
December 2015: 14.4%) depending on the issue. 

Corporate bonds denominated in Russian roubles are securities issued by legal entities – Russian 
Federation residents. Corporate bonds mature in the period from October 2018 to August 2031 
(31 December 2015: from February 2016 to August 2018) and have a coupon rate from 9.4% to 12.5% 
(31 December 2015: from 7.9% to 17.0%) depending on the issuer and issue. 

All securities at fair value through profit or loss have quoted market prices. 

Securities at fair value through profit or loss are current and not impaired and are not secured. 
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11. Securities at Fair Value through Profit or Loss (Continued) 

Below is the credit quality analysis of debt and equity securities as at 31 December 2016 (the banks’ 
credit ratings are presented in accordance with Moody’s scale, if not available the equivalent S&P or Fitch 
ratings are used). 

  

From 
AAA to 

BBB- 

From 
BB+ to 

BB- 
В+ and 
below Unrated Total 

Russian government and municipal bonds 
denominated in Russian Roubles 34 271 - - - 34 271 

Corporate bonds denominated in Russian 
Roubles - 65 808 17 414 - 83 222 

Total debt securities 34 271 65 808 17 414 - 117 493 

       

Corporate shares  - - - - - 

Total equity securities - - - - - 

Total securities at fair value through profit or 
loss 34 271 65 808 17 414 - 117 493 

At 31 December 2016, the banks’ credit rating is given under Moody’s scale (if available) or the 
equivalent under S&P or Fitch scale: 

  

From 
AAA to 

BBB- 

From 
BB+ to 

BB- 
В+ and 
below Unrated Total 

Russian government and municipal bonds 
denominated in Russian Roubles 5 416 - - - 5 416 

Corporate bonds denominated in Russian 
Roubles 31 33 873 36 143 - 70 047 

Total debt securities 5 447 33 873 36 143 - 75 463 

       

Corporate shares  - - - 1 529 1 529 

Total equity securities - - - 1 529 1 529 

Total securities at fair value through profit or 
loss 5 447 33 873 36 143 1 529 76 992 

Equity securities are represented by corporate shares freely traded in the stock market. 

Currency, maturity and interest rate analyses of securities at fair value through profit or loss are disclosed 
in Note 27. 
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12. Receivables and Prepayments 

  

31 December 
2016  

31 
December 

2015 

Insurance receivables and prepayments 
  Receivables arising from direct insurance operations 577 293 616 234 

Receivables on claims settlement within OMTPL clearing systems 97 609 26 369 
Receivables arising from reinsurer’s share in claims 63 883 39 185 
Receivables on inward reinsurance premiums 19 082 8 307 
Prepayments under medical insurance programmes and for repairs by car 
service stations 4 821 5 466 

Total insurance receivables and prepayments 762 688 695 561 

   
 Financial receivables 20 396 234 471 

   
 Other receivables and prepayments  
 Advance payments 44 344 46 464 

Other receivables 23 804      36 806 
Income tax receivable - 107 

Total other receivables and prepayments 68 148 83 377 

   
 Less impairment provision (178 539) (186 168) 

Total receivables and prepayments 672 693 827 241 

Outstanding financial receivables of RR 215,200 thousand related to the purchase and sale transaction 
for 40% of shares in ОАО Olma Investment Company at 31 December 2015 were collected during 2016. 

Movements in the provision for impairment of receivables and prepayments by type of receivables are as 
follows: 

  

Receivables 
arising from 

direct insurance 
operations and 

inward 
reinsurance 

premiums 

Other 
receivables and 

prepayments Total 

Provision for impairment of receivables and 
prepayments at 1 January 2015 147 265 7 323 154 588 

     

Additional provisions recognised during the period, 
including an increase in existing reserves 49 699 3 922  53 621 

Provision used during the period (5 931) - (5 931) 

Unused provision released during the period  (16 110)  -  (16 110) 

Provision for impairment of receivables and 
prepayments at 31 December 2015  174 923 11 245 186 168 

     

Additional provisions recognised during the period, 
including an increase in existing reserves 15 123 30 582 45 705 

Provision used during the period (49 375) - (49 375) 

Unused provision released during the period (3 959) - (3 959) 

Provision for impairment of receivables and 
prepayments at 31 December 2016 136 712 41 827 178 539 
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12. Receivables and Prepayments (Continued) 

The credit quality analysis of insurance and financial receivables at 31 December 2016 is presented 
below. 

  

Receivables 
arising from 

direct 
insurance 

operations and 
inward 

reinsurance 
premiums 

Receivables 
arising from 

reinsurer’s 
share in 

claims 

Receivables 
on claims 

settlement 
within OMTPL 

clearing 
systems 

Financial 
receivables Total 

Current  216 592 63 883 97 609 15 471 393 555 

Legal entities  149 035  63 883 97 609 14 988  325 515 

Individuals  67 557 - - 483 68 040 
       
Past due but not impaired 
receivables 206 699 - - 4 925 211 624 

less than      

90 days overdue 190 618 - - 624 191 242 

90 to 180 days overdue 16 081 - - 133 16 214 

180 days to 1 year overdue - - - 24 24 

over 1 year - - - 4 144 4 144 
       
Past due and impaired 
receivables: 173 084 - - - 173 084 

Portfolio provision 36 248 - - - 36 248 
90 to 180 days overdue 3 523 - - - 3 523 
180 days to 1 year overdue 1 529 - - - 1 529 
over 1 year 31 196 - - - 31 196 
Individual assessment 136 836 - - - 136 836 
90 to 180 days overdue 15 974 - - - 15 974 
180 days to 1 year overdue 12 037 - - - 12 037 
over 1 year 108 825 - - - 108 825 

Total insurance and financial 
receivables before 
impairment 596 375 63 883 97 609 20 396 778 263 

       

Less provision for 
impairment of insurance and 
financial receivables  (136 712) - - - (136 712) 

Total insurance and financial 
receivables 459 663 63 883 97 609 20 396 641 551 

Prepayments under medical insurance programmes and for repairs by car service stations are current at 
31 December 2016. 
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12. Receivables and Prepayments (Continued) 

The credit quality analysis of insurance and financial receivables at 31 December 2015 is presented 
below.  

  

Receivables 
arising from 

direct 
insurance 

operations and 
inward 

reinsurance 
premiums 

Receivables 
arising from 

reinsurer’s 
share in 

claims 

Receivables 
on claims 

settlement 
within OMTPL 

clearing 
systems 

Financial 
receivables Total 

Current  26 530 39 185 26 369 234 471 326 555 

Legal entities  20 331 39 185 26 369 232 578 318 463 

Individuals  6 199 - - 1 893 8 092 
       
Past due but not impaired 
receivables 364 953 - - - 364 953 

less than      

90 days overdue 362 977 - - - 362 977 

90 to 180 days overdue 1 976 - - - 1 976 
       
Past due and impaired 
receivables: 233 058 - - - 233 058 
Portfolio provision 90 451 - - - 90 451 
90 to 180 days overdue 46 427    46 427 

180 days to 1 year overdue 9 819 - - - 9 819 

over 1 year 34 205 - - - 34 205 
Individual assessment 142 607 - - - 142 607 
90 to 180 days overdue 2 146 - - - 2 146 

180 days to 1 year overdue 4 672 - - - 4 672 

over 1 year 135 789 - - - 135 789 

Total insurance and financial 
receivables before 
impairment 624 541 39 185 26 369 234 471 924 566 

       

Less provision for 
impairment of insurance and 
financial receivables  (174 923) - - - (174 923) 

Total insurance and financial 
receivables 449 618 39 185 26 369 234 471 749 643 

Prepayments under medical insurance programmes and for repairs by car service stations are current at 
31 December 2015. 

The Company assesses insurance receivables by credit quality based on the regular analysis of 
movements on respective balances. No movements within a reasonably long period of time might mean 
that the balance is impaired. On the other hand, the Company agrees this information with the payment 
schedule provided in the insurance contract. The amount reported as past due but not impaired is the 
whole balance of such receivables , not only the individual instalments that are past due.  

The Company’s credit risk with regards to insurance receivables is also partially mitigated by the fact that 
under the Russian Civil Code the insurer may terminate the insurance contract, i.e. stop bearing the 
insurance risk, if the policyholder fails to pay the insurance premium as due. The fair value 
measurements of financial receivables at 31 December 2016 and 2015 are disclosed in Note 30. 

The currency and maturity analyses of receivables are disclosed in Note 27. Information on related party 
transactions is disclosed in Note 32. 

 

 



OOO Zetta Insurance 
Notes to the Financial Statements 
(All amounts are in thousands of Russian Roubles unless otherwise stated) 

29 

13. Net Deferred Acquisition Costs 

Deferred acquisition costs analysis is presented below:  

  Note 

Direct insurance 
and inward 

reinsurance 
Outward 

reinsurance 

Total net 
deferred 

acquisition 
costs 

Deferred acquisition costs at 1 January 
2015  668 521 - 668 521 

      

Acquisition costs incurred / (Accrued 
commission income on outward reinsurance) 22 1 303 376 (20 249) 1 283 127 

(Acquisition costs amortisation)/ Amortisation 
of commission income on outward reinsurance  (1 339 616) 11 576 (1 328 040) 

Change in deferred acquisition costs on 
discontinued operations 34 (337) - (337) 

Impairment of acquisition costs     17 (680) - (680) 

Total changes for the year                              22 (37 257) (8 673) (45 930) 

Deferred acquisition costs at 31 December 
2015  631 264 (8 673) 622 591 

      

Acquisition costs incurred / (Accrued 
commission income on outward reinsurance) 22 1 648 091 (22 719) 1 624 835 

(Acquisition costs amortisation)/ Amortisation 
of commission income on outward reinsurance  (1 451 305) 17 120 (1 433 651) 

Change in deferred acquisition costs on 
discontinued operations 34 411 - 413 

Impairment of acquisition costs       17 534 - 534 

Total changes for the year                              22 197 731 (5 599) 192 132  

Deferred acquisition costs at 31 December 
2016  828 995 (14 272) 814 723 
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14. Premises, Equipment and Intangible Assets 

Below is analysis of the Company’s premises and equipment: 

  Premises 
Computer 

equipment 

Furniture 
and office 

equipment Other Total 
Intangible 

assets 

Carrying amount at 1 January 
2015 92 759 5 461 5 210 16 324 119 754 49 456 

        
Cost/ valuation at 1 January 2015 

 Balance at the beginning of the 
year 92 759 117 305 48 270 54 075 312 409 62 637 
Additions 5 230  2 242 5 623 1 962 15 057 22 983 
Disposals - (4 111) (17 247) (11 495) (32 853) (32 136) 
Revaluation  (1 966) - - -  (1 966) - 

Balance at 31 December 2015 96 023 115 436 36 646 44 542 292 647 53 484 

  
   

 
  Accumulated depreciation/ amortisation at 1 January 2015 

Balance at the beginning of the 
year - (111 844) (43 060) (37 751) (192 655) (13 181) 
Depreciation/ amortisation charge 
(Note 24)       - (2 746) (1 117) (9 950) (13 813) (24 614) 
Disposals  - 4 085 16 750 11 381 32 216 15 175 

Balance at 31 December 2015 - (110 505) (27 427) (36 320) (174 252) (22 620) 

Carrying amount at 
31 December 2015 96 023 4 931 9 219 8 222 118 395 30 864 

      
Cost/ valuation at 1 January 2016 

  Balance at the beginning of the 
year 96 023 115 436 36 646 44 542 292 647 53 484 
Additions - 4 243 29 8 782 13 054 29 828 
Disposals - (428) (10 594) (11 298) (22 320) (27 101) 
Revaluation  (830) - - - (830) - 

Balance at 31 December 2016 95 193 119 251 26 081 43 026 283 551 56 211 

   
Accumulated depreciation/ amortisation at 1 January 2016 

Balance at the beginning of the 
year - (110 505) (27 427) (36 320) (174 252) (22 620) 
Depreciation/ amortisation charge 
(Note 24) - (2 221) (2 634) (5 483) (10 338) (19 978) 
Disposals  - 405 10 522 10 698 21 625 9 045 

Balance at 31 December 2016 - (112 321) (19 539) (31 105) (162 965) (33 553) 

Carrying amount at 
31 December 2016 95 193 6 930 6 542 11 921 120 586 22 658 

Premises were revalued to fair value at each of the reporting dates. The valuation was carried out by an 
independent firm of appraisers that holds a recognised and relevant professional qualification and has 
experience in the valuation of assets in similar locations and in a similar category. The valuation was 
performed on the basis of market value. The fair value was determined using the comparative approach. 
At 31 December 2016, the carrying amount of buildings would have been 
RR 23 005  thousand (31 December 2015: RR 23 830 thousand), had the buildings been carried at cost 
less accumulated depreciation. 
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15. Investment Property 

  2016 2015 

Investment properties at fair value at 1 January   400 967 - 

Additions  - 431 373 
Fair value losses  (12 450) (30 406) 

Investment properties at fair value at 31 December   388 517 400 967 

The investment properties are fair valued annually at 31 December by an independent, professionally 
qualified appraiser who has experience in valuing similar properties in the Russian Federation.  

Fair value of investment property was measured using the sales comparison method that includes a 
review of the available market data on sales offers of comparable properties and making adjustments to 
these prices to reflect differences between the properties offered and the investment property item. The 
principal assumptions applied in the fair valuation model value include adjustments to price of similar 
items for location and the area of the specific investment property item.  

16. Unearned Premium Reserve 

 
Note 

Provision for 
unearned 
premiums 

Reinsurers’ 
share of 

provision for 
unearned 
premiums Total 

Provision for unearned premiums/ (Reinsurers’ 
share of provision for unearned premiums) at 
1 January 2015  2 979 368 (57 738) 2 921 630 

      

Insurance premiums/ (ceded premiums)  5 675 153 (291 800) 5 383 353 

(Amortisation of unearned premium reserve)/ 
Amortisation of reinsurer’s share of unearned 
premium reserve  (5 758 033) 200 617 (5 557 416) 

Change in unearned premium reserve related to 
discontinued operations 34 (12 248) 8 539 (3 709) 

Provision for unearned premiums/ (Reinsurers’ 
share of provision for unearned premiums) at 
31 December 2015  2 884 240 (140 382) 2 743 858 

      

Insurance premiums/ (ceded premiums)  6 417 763 (294 249) 6 123 514 

(Amortisation of unearned premium reserve)/ 
Amortisation of reinsurer’s share of unearned 
premium reserve  (6 035 586) 273 803 (5 761 783) 

Change in unearned premium reserve related to 
discontinued operations 34 (4 721) 1 644 (3 077) 

Provision for unearned premiums/ (Reinsurers’ 
share of provision for unearned premiums) at 
31 December 2016  3 261 696 (160 184) 3 101 512 
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17. Claims Reserves 

  Note 
Claims 

reserves 

Reinsurers’ 
share in loss 

provisions Total 

Loss provisions/ (Reinsurers’ share in loss 
provisions) at 1 January 2015   2 338 312  (24 375) 2 313 937 

 
Change in loss provisions  252 105 (349 342) (97 237) 

Change in loss provisions related to discontinued 
operations 34 (10 594) 9 235 (1 359) 

Change in provisions resulting from offset against 
deferred acquisition costs 13 680 - 680 

Loss provisions/ (Reinsurers’ share in loss 
provisions) at 31 December 2015  2 580 503 (364 482) 2 216 021 

 
Change in loss provisions  168 559 (53 009) 115 550 

Change in loss provisions related to discontinued 
operations 34 3 676 (3 177) 499 

Change in provisions resulting from offset against 
deferred acquisition costs 13 534 - 534 

Loss provisions/ (Reinsurers’ share in loss 
provisions) at 31 December 2016  2 753 272 (420 668) 2 332 604 

18. Evaluation of Insurance Liabilities 

The Company uses a number of statistical methods to estimate ultimate claim costs for all types of risks. 
The Chain Ladder and Bornhuetter-Ferguson methods are most frequently used for this purpose. 

The Chain Ladder method is applicable to both claims paid and incurred. The main approach implies 
analysis of claims development factors (coefficients) for past periods and selection of estimated 
development factors based on the previous experience. Subsequently, the selected development factors 
are applied to the aggregate data on claims paid or incurred for each period within which an insured event 
occurs for the purpose of estimation of ultimate claims for each period. 

The Chain Ladder method is most appropriate for the developed lines of insurance with a relatively stable 
development pattern. It is less relevant when an insurer does not have a developed experience of claims 
in a specific line of business. Moreover, this method is best suitable for estimation of ultimate claim costs 
which are at a later stage of development. 

The Bornhuetter-Ferguson method combines an estimate based on the comparative analysis of market 
data and an estimate based on the experience of claims development in past periods. The former is 
based on such positions as premiums and the latter is based on claims paid or incurred to date. The 
results of both estimates are consolidated in such a way that the estimate based on the past experience 
becomes weightier with time. 

The selection of the result of computations for each loss occurrence period in each line of the 
insurance depends on how adequate each method or technique is to observable events over past 
periods. In some cases, both the Chain Ladder and Bornhuetter-Ferguson methods can be selected for 
certain insured event periods within the same line of insurance. Significant unusual claims, which can 
substantially distort the results of computations, are excluded from the claims development triangle to 
determine the development factors for calculation of IBNR. Also, significant outstanding claims are 
analysed separately for potential fraud, rejection or settlement of claims in full. The results of such 
analysis are reflected in additional IBNR adjustments. This means that if it is reasonable to believe that 
the current level of  OCR for significant claims is substantially overstated, because it does not consider  
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18. Evaluation of Insurance Liabilities (Continued) 

probability of claims being paid or refused the share of OCR decrease is calculated separately and 
deducted from the initially estimated IBNR. 

IBNR is calculated for each occurrence period as a difference between a projected ultimate cost of claims 
incurred within this period and an amount of reported claims within the same period (both settled and 
outstanding). 

Subrogation reserve is calculated as a subrogation percentage of marginal loss on CASCO less 
subrogation actually received. At 31 December 2016, the reserve was calculated as 15.0% of marginal 
loss on the insured events that occurred in 2016 and 13.7% to 19.6% of marginal loss on the insured 
events that occurred in 2009 to 2015 less actually received subrogation on losses for the same period. 
The received subrogation triangles and Bornhuetter-Ferguson method were used to calculate the 
coefficient. 

Loss adjustment expenses reserve (LAE Reserve) includes direct (allocated) loss adjustment expense 
reserve and indirect (unallocated) loss adjustment expense reserve. 

The allocated loss adjustment expense reserve is divided into reserve for ordinary expenses, court 
expenses and additional court claims for losses in accordance with Law “On Protection of Consumer 
Rights” No. 2300-1 as amended on 28 July 2012.  LAE Reserveis accrued on the basis of actually 
asserted claims under the Law “On Protection of Consumer Rights”, past statistics and forecast values 
depending on the expense trend. 

The unallocated loss adjustment expense reserve is accrued on the basis of the established  provisioning 
rate and calculated as 1% of the reserve for reported claims and 2% of the provisions for losses incurred 
but not yet reported at the reporting date. 

A significant increase in the allocated loss adjustment expense reserve for events starting the second 
quarter of 2012 was due to the need to accrue additional provision for legal claims filed under the Law 
“On Protection of Consumer Rights”. Under the Law, in certain cases the policyholder has a right to seek 
in court compensation for damages, moral harm and other expenses that is three times higher than the 
contractual insurance coverage. 

In 2016, CASCO accounted for 37% of the total insurance portfolio (as a percentage of premiums 
earned).  

Analysis of the CASCO claims settlement trend indicates that this line of insurance is not a “long tail” 
business. The insurance liability amount is relatively sensitive to reasonable changes in the assumptions 
about duration of claims settlement process. A 5% shift of all claims paid from the original period of 
settlement (quarter) to the following quarter will give rise to additional liabilities, i.e. if there is a 5% delay 
in claims settlement in the last quarter for all periods of the insured event occurrence the insurance 
reserves will be understated by RR 31 514 thousand (5.9% of the loss provision). A 10% shift will result in 
additional liabilities of RR 63 029 thousand (11.9% of the loss provision). At the end of 2015, 5.0% and 
10.0% delays resulted in additional liabilities of RR 33 199 thousand (5.1% of the loss provision) and RR 
66 398 thousand (10.2% of the loss provision), respectively. 

An introduction of additional nominal claim inflation of 3% p.a. over all subsequent years will give rise to 
additional liabilities of RR 18 045 thousand, which is around 3.4 % of the loss provision. Inflation of 5% 
will result in additional liabilities of RR 30 952 thousand (5.8% of the loss provision). At the end of 2015, 
3.0% and 5.0% inflation results in additional liabilities of RR 29 240 thousand (4.5% of the loss provision) 
and RR 49 815 thousand (7.6% of the loss provision), respectively. 
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18.  Evaluation of Insurance Liabilities (Continued) 

In 2016, obligatory motor third party liability insurance (OMTPL) accounted for 28% of the total 
insurance portfolio (as a percentage of premiums earned). 

Analysis of the OMTPL claims settlement trend indicates that this line of insurance is a “long tail” 
business. As a result of changes in the law enacted in 2015, application of the past statistics to the 
insured events of 2015 to 2016 without using additional data may lead to understatement of the marginal 
loss amount. Specifically, it is currently impossible to estimate the effect of the legislative changes on life 
and health claims on the basis of the past statistics. Therefore, the Company also used the available 
STSE statistics of road traffic accidents causing harm to life and health to estimate  IBNR at the reporting 
date. 

A 5 % shift of all claims from the original period of settlement (quarter) to the following quarter will give 
rise to additional liabilities. This means that if there is a 5% delay in claims settlement due to whatsoever 
reason in the last quarter for all periods of the insured event occurrence the insurance reserves will be 
understated by RR 27 335 thousand (3.8% of the loss provisions (OCR, IBNR)). A 10% shift will result in 
additional liabilities of RR 54 670 thousand (7.7% of the loss provision). At the end of 2015, 5.0% and 
10.0% delays results in additional liabilities of RR 29 781 thousand (4.2% of the loss provision (OCR, 
IBNR)) and RR 59 563 thousand (8.5% of the loss provision), respectively. 

An introduction of additional nominal claim inflation of 3% p.a. over all subsequent years will give rise to 
additional liabilities of RR 52 223 thousand, which is around 7.3% of the loss provision. Inflation of 5% will 
result in additional liabilities of RR 90 120 thousand (12.7% of the loss provision). At the end of 2015, 
3.0% and 5.0% inflation results in additional liabilities of RR 38 566 thousand (5.5% of the loss provision) 
and RR 65 923 thousand (9.4% of the loss provision), respectively. 

In 2016, property insurance accounted for 15% of the total insurance portfolio (as a percentage of 
premiums earned). Due to specifics of this type of insurance it is probable that significant losses may be 
incurred. The Company reinsures risks exceeding the optimal level of self-retention using the obligatory  

agreements.  

The data analysis for 2015 to 2016 indicates that property insurance is not a “long tail” business. 
However, the claims settlement is not as intense as under OMTPL, especially regarding significant 
claims.  

A 5% shift of all claims from the original period of settlement (quarter) to the following quarter will give rise 
to additional liabilities. This means that if there is a 5% delay in claims settlement due to whatsoever 
reason in the last quarter for all periods of the insured event occurrence the insurance reserves will be 
understated by RR 10 314 thousand (1.4% of the loss provisions).  A 10% shift will result in additional 
liabilities of RR 20 627 thousand (2.8% of the loss provision).  At the end of 2015, 5.0% and 10.0% delays 
results in additional liabilities of RR 2 742 thousand (0.6% of the loss provision) and RR 5 484 thousand 
(1.2% of the loss provision), respectively. 

An introduction of additional nominal claim inflation of 3 % p.a. over all subsequent years will give rise to 
additional liabilities of RR 18 721 thousand (2.5% of the loss provision).  Inflation of 5% will result in 
additional liabilities of RR 31 757 thousand (4.3% of the loss provision). At the end of 2015, 3.0% and 
5.0% inflation results in additional liabilities of RR 7 590 thousand (1.6% of the loss provision) and RR 12 
814 thousand (2.7% of the loss provision), respectively. 
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18.  Evaluation of Insurance Liabilities (Continued) 

Sensitivity of estimated provisions at 31 December 2016 to additional inflation of the average loss 
(increase in loss provisions as compared to the best estimate of loss provisions, RR thousand) is 
analysed below: 

  CASCO OMTPL 
Property 

insurance 

Additional inflation at the level of 5% 30 952 90 120 31 757 
Additional inflation at the level of 10% 67 233 197 205 66 404 
Additional inflation at the level of 20% 167 077 479 487 145 367 
Additional inflation at the level of 30% 335 434 893 336 239 125 

Adequacy analysis of the Company’s gross loss provisions at 31 December 2016 is presented below. 

 

 
Year of loss event 

Total   2013 2014 2015 2016 
 

 
   

 
Final estimation of claims: 

 
   

 - at the end of the year of loss event 5 497 643 3 997 389 3 503 177 3 116 077  

- one year later 5 457 852 3 941 297 3 246 372   
- two years later 5 406 898 3 768 313    
- three years later 5 410 335     
Current estimate of cumulative claims 5 410 335 3 768 313 3 246 372 3 116 077 15 541 097 

Cumulative claims at 31 December (5 312 922) (3 599 352) (2 495 523) (1 692 428) (13 100 225) 

Liabilities recognised in the statement of 
financial position 97 413 168 962 750 849 1 423 648 2 440 872 

Prior year insured events provision  -   -   -   -  49 536 

Total OCR and IBNR at 31 December 
2016 

- - - - 2 490 408 

and:      
Subrogation reserve - - - - (312 412) 
Loss provisions related to discontinued 
operations 

- - - - 8 912 

Loss provisions for inward reinsurance - - - - 72 474 
Loss adjustment expenses reserve - - - - 487 434 
Premium deficiency reserve     6 456 

Total loss provisions after considering 
subrogation 

     
2 753 272 
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18.  Evaluation of Insurance Liabilities (Continued) 

Analysis of the Company's aggregate loss provisions adequacy for net reinsurance as at 31 December 
2016 is presented below. 
 

 
Year of loss event 

Total 
  2013 2014 2015 2016 
 

 
   

 
Final estimation of claims: 

 
   

 - at the end of the year of loss event 5 442 577 3 968 630 3 100 663 2 998 052  
- one year later 5 425 543 3 927 067 2 801 744   
- two years later 5 391 366 3 734 128    
- three years later 5 393 693     
Current estimate of cumulative claims 5 393 693 3 734 128 2 801 744 2 998 052 14 927 617 
Cumulative claims at 31 December (5 298 357) (3 567 348) (2 422 488) (1 611 416) (12 899 609) 

Liabilities recognised in the statement of 
financial position 

95 336 166 780 379 256 1 386 636 2 028 008 

Prior year insured events provision  -   -   -   -  49 521 

Total OCR and IBNR at  
31 December 2016 

- - - - 2 077 529 

and:      
Subrogation reserve - - - - (312 412) 
Loss provisions related to discontinued 
operations 

- - - - 1 123 

Loss provisions for inward reinsurance - - - - 72 474 
Loss adjustment expenses reserve - - - - 487 434 
Premium deficiency reserve     6 456 

Total loss provisions after considering 
subrogation 

     
2 332 604 

19. Payables 

 

31 December  
2016 

31 December 
2015 

Insurance payables  
 Due to agents and brokers 129 555 93 031 

Reinsurance payables 199 817 200 849 
Prepaid insurance premiums 59 065 30 174 
Settlements with the Russian Association of Motor Insurers 19 236 13 598 
Other insurance payables 9 471 2 501 

Total insurance payables 417 144 340 153 

    
Financial payables  - 

Payables for transactions with Zurich Group companies 49 537 29 729 
Other financial payables 3 908 21 092 

Total financial payables 53 445 50 821 

    
Other payables  

 Payroll, social funds, compensations and bonuses to employees 23 132 19 853 
Taxes payable 200 957 

Total other payables  23 332 20 810 

Total payables 493 921 411 784 
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19. Payables (Continued) 

On 28 October 2014, the Company and AO “Zurich Reliable Insurance” entered into an agreement on 
administrative services under which AO “Zurich Reliable Insurance” provides services to the Company 
supporting a number of corporate client insurance contracts which were not transferred by the Company 
in the process of transferring the insurance portfolio related to discontinued operation (Note 34). The 
balance in the Company's settlement account designated for supporting insurance contracts represents 
the fees payable under this administration agreement, in addition to the fixed contractual amount. 

At 31 December 2016, fees payable under the administrative service agreement are estimated at 
RR 49 537 thousand (31 December 2015: RR 29 729 thousand).  

Information on related party balances is disclosed in Note 32. 

20. Provisions for Liabilities and Charges 

  

Provision in 
respect of 

employees’ 
services 

Provision 
for unused 

vacations 
Restructuring 

provision 
Other 

reserves Total 

Carrying amount at 1 January 
2015 58 237 21 429 16 162 597 96 425 

       

Unused provision released during 
the period 

 
(10 948) 

 
- 

 
(10 885) (1 204) 

 
(23 037) 

Provision used during the period (47 289) (21 429) (5 277)       (46) (74 041) 

Additional provisions recognised 
during the period, including an 
increase in existing reserves 147 465 16 186 - 2 117 165 768 

Carrying amount at 31 December 
2015 147 465 16 186  - 1 464 165 115 

       

Unused provision released during 
the period (21 177) - - (174) (21 351) 

Provision used during the period (126 288) (16 186) - (851) (143 325) 

Additional provisions recognised 
during the period, including an 
increase in existing reserves 182 587 19 883 - 2 509 204 979 

Carrying amount at 31 December 
2016 182 587 19 883 - 2 948 205 418 

At 31 December 2016, provision in respect of employees’ services included provision for the Company's 
key management compensation of RR 72 964 thousand (at 31 December 2015: RR 21 221 thousand). 
This compensation will be paid in the first half of 2017. 

At 31 December 2016, other reserves include provision for legal proceedings (Note 29). 
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21. Share Capital and Additional Paid-in Capital 

At 31 December 2016 and 31 December 2015, the share capital of the Company in the amount of 
RR 1 500 000 thousand was fully paid.  

At 31 December 2016 and 31 December 2015, additional paid-in capital was represented by free target 
financing received from the sole participant OOO Zurich Interholding for the period from 2007 to 2014 as 
follows: 

 RR 2 352 440 thousand in the period from 2007 to the end of 2010; 

 RR 1 498 000 thousand in 2011; 

 RR 1 297 000 thousand in 2012;  

 RR 1 983 000 thousand in 2013; 

 RR 252 000 thousand in 2014. 

In 2015, additional paid-in capital also included RR 63 976 thousand of losses on initial recognition of 
investment property (Note 33). 

In accordance with Russian legislation, the Company distributes profits as dividends or transfers them to 
retain earnings accounts on the basis of statutory financial statements prepared in accordance with 
Russian Accounting Rules. At 31 December 2016, the Company's statutory retained earnings calculated 
in accordance with Russian Accounting Rules were RR 469 329 thousand (31 December 2015: 
RR 640 082 thousand). 

22. Net Acquisition Costs 

  2016 2015 

Brokerage and agency commissions 1 538 064 1 208 639 
Contribution to RAMI and NULI funds 68 451 61 310 
Expenses on policy issuance and banking services 41 576 35 703 

Total acquisition costs 1 648 091 1 305 652 

   
 Change in deferred acquisition costs (Note 13) (197 731) 37 257 

   
 Total net acquisition costs  1 450 360 1 342 909 

including continuing operations 1 450 771 1 339 616 
including discontinued operations (411) 3 293  
    

Total fee and commission income (22 719) (19 977) 

   
 Change in deferred commission income (Note 13) 5 599 8 673 

   
 Total net fee and commission income  (17 120) (11 304) 

including continuing operations (18 112) (11 576) 
including discontinued operations 992 272 
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23. Investment Income  

  2016 2015 

Interest income on available for sale securities 237 715 105 562 
Interest income on deposits with banks 128 069 257 417 
Interest income on cash and cash equivalents 24 697 14 173 
Interest income on securities at fair value through profit or loss 11 849 3 389 
Interest income on loans issued 462 119 
Expense/ income on purchase/sale of securities measured at fair value (185) 1 432 
Expense/ income on revaluation of securities measured at fair value (2 367) 609 

Total investment income 400 240 382 701 

including continuing operations 400 234 382 684 
including discontinued operations 6 17 

24. Administrative and Other Operating Expenses 

  Note 2016 2015 

Salaries and other employee benefits  933 797 835 336 
Social contributions  222 365 198 783 
Rent and maintenance expenses  172 837 169 478 
Consulting services  120 195 110 590 
Marketing expenses  57 875 48 890 
Remuneration paid to the Board of Directors                                32 46 379 39 933 
Depreciation and amortisation          14 30 316 38 427 
Telecommunications expenses  28 466 39 239 
Transport and postage expenses  24 097 22 771 
Administrative services from AO “Zurich Reliable Insurance” 19 19 808 29 729 
Licence expenses  17 631 38 504 
Finance costs  10 027 9 618 
Taxes, penalties and interest   8 203 9 057 
Travel and entertaining expenses  7 895 5 215 
Other administrative expenses  55 595 31 245 

Total administrative and other operating expenses  1 755 486 1 626 815 

including continuing operations  1 735 405 1 596 851 
including discontinued operations  20 081 29 964 

The amount of contributions to the Pension Fund accrued for 2016 was RR 181 070 thousand (2015: 
RR 164 131 thousand).  

25. Other Income 

  2016 2015 

Rental income 10 861 24 080 
Penalties, interest, fines and other sanctions for breach of contracts 522 412 
Recalculation of VAT - 25 254 
Insurance claim payments received for insured motor vehicles - 1 278 
Other Income 6 121 3 243 

Total administrative and other operating expenses 17 504 54 267 

including continuing operations 17 504 54 251 
including discontinued operations - 16 
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26. Income Tax 

(a) Components of income tax expense 

Income tax expense comprises the following: 

  2016 2015 

Current tax  8 362 13 323 
Deferred tax 97 210 13 337 
Reinstatement of write-down of deferred tax asset (70 211) (45 134) 

Income tax expense/ (credit) for the year 35 361  (18 474) 

(b) Reconciliation between the tax expense and profit or loss multiplied by applicable tax rate 

The current income tax rate applicable to the majority of the Company’s 2016 income is 20% (2015: 
20%). A reconciliation between the expected and the actual taxation charge is provided below. 

  2016 2015 

Profit before tax (from continuing and discontinued operations) 299 644 82 289 

Theoretical tax expense at the statutory rate for current profit  59 929 16 458 
Adjustments for:   
- Effect of income tax rate of 15% (2 788) (3 453) 
- Reinstatement of write-down of deferred tax asset (70 211) (45 134) 
- Non-deductible expenses 48 431  13 655 

Income tax expense/ (credit)  35  361    (18 474) 

 (c) Tax loss carry forwards 

As at 31 December 2016, the Company recognised a deferred tax asset of RR 524 723 thousand 
(31 December 2015: RR 562 243 thousand). The deferred tax asset for losses carried forward was 
RR 332 746 thousand (31 December 2015: RR 428 108 thousand). The Company's mid-term business 
plan enables it to utilise the whole tax asset for losses carried forward. At 1 January 2017, the 
requirement of the Russian Tax Code on the 10-year limitation for utilisation of tax losses carried forward 
is cancelled. 
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26. Income Taxes (Continued) 

(d) Deferred taxes analysed by type of temporary difference  

Differences between IFRS and statutory taxation regulations in Russia give rise to temporary differences between the carrying amount of assets and liabilities for 
financial reporting purposes and their tax bases. The tax effect of the movements in these temporary differences is detailed below and is recorded at the rates 
effective in Russia.  

  

1 January 
2015 

Recognised 
in profit or 

loss 

Recognised 
in other 

comprehen-
sive income  

31 
December 

2015 
Recognised in 

profit or loss 

Recognised 
in other 

comprehen-
sive income  

31 
December 

2016 

Tax effect of deductible temporary differences 

    Receivables and prepayments 116 315 (62 513) - 53 802 (9 554) - 44 248 
Other assets 9 391 (1 670) - 7 721 (253) - 7 468 
Unearned premiums reserve and loss provisions 130 655 41 678 - 172 333 101 376 - 273 709 
Reinsurers' share of unearned premiums reserve and loss 
provisions 2 026 755 - 2 781 6 084 - 8 865 
Payables 12 173 (12 173) -  - - - - 
Provisions for liabilities and charges 19 285 13 738 - 33 023   8 064 - 41 087 

Total deferred tax assets 289 845 (20 185) -  269 660 105 717 - 375 377 

Deferred tax assets for tax losses carried forward 382 974 45 134 - 428 108 (95 362) - 332 746 

Deferred tax asset prior to offsetting against deferred tax 
liabilities 672 819 24 949 - 697 768 (10 355) - 708 123 

 
Tax effect of taxable temporary differences     

Securities available for sale                                                                       (37 047)                         -                29 222 (7 825)  10 690 2 865 
Deferred acquisition costs 133 704 (9 187) - 124 517 38 425 - 162 942 
Premises and equipment 16 087 - 407 16 494 - (166) 16 328 
Payables - 2 339 - 2 339 (1 074) - 1 265 

Total deferred tax liability 112 744 (6 848) 29 629 135 525 37 351 10 524 183 400 

        

Net deferred tax asset 560 075 31 797 (29 629) 562 243 (26 996) (10 524) 524 723  

Recognised deferred tax asset 560 075   562 243   524 723 

Deferred tax asset for tax loss carried forward, which is recorded in profit or loss for 2016, is made up of two amounts: decrease in tax profit for 2016 and increase 
due to recovery of tax losses, which were not previously recognised. 
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27. Financial and Insurance Risk Management 

The risk management function within the Company is carried out in respect of financial risks (credit, 
market, currency, liquidity and interest rate risks), insurance, operational and legal risks. The primary 
objectives of the risk management function are to establish risk limits, and then ensure that exposure to 
risks stays within these limits. 

Insurance risk management is the Company’s daily duty. The Company monitors insurance risk 
concentrations using the following tools: 

 use of established underwriting procedures to monitor tariff adequacy; 

 diversification between different types of insurance and segments;  

 specified internal business processes of the Company for assessing and underwriting insurance risks; 

 reinsurance of risks to limit the Company’s exposure to significant losses/accidents; 

 control over asset and liability management to match expected claims and asset maturities; 

 controls over claims settlement processes. 

The Actuarial Department calculates the technical cost of a policy (price required to achieve the target 
loss ratio). The calculation considers the loss component development trend (frequency, average loss, 
loss adjustment expenses, subrogation, etc.) and requires specialised software. The tariff calculation also 
includes other factors such as expected inflation and regulatory changes. Subsequently, on the basis of 
the market analysis for each tariff zone by the Underwriting Department, the target price, which is within 
the determined range relative to the technical price, is estimated. The target price is used in tariffs. The 
Company's portfolio is analysed on a monthly basis and in case of significant deviation of the indicators 
from the actuarial model the tariffs are adjusted. 

Insurance portfolio diversification is achieved in the following ways: 

 by developing different lines of insurance including personal, property and third party liability 
insurance; 

 by insuring different segments with distinctive risk characteristics within the lines of insurance being 
developed; 

 by insuring a significant number of low and medium risks together with significant exposures. 
Specifically, this diversification is achieved through the Company's developed branch network in the 
Russian Federation. 

The Company applies conservative and well-reasoned policy in determining the amount of its self-
retentions. In estimating its self-retentions, the Company considers the following factors: 

 equity; 

 actuaries’ recommendations for self-retention amount; 

 existing statutory regulations with requirements for maximum liability subject to self-retention; 

 specifics of a particular line of insurance considering the risk portfolio related to this line, its structure 
from the insurance coverage perspective, premiums received, amount of loss (average and maximum 
cumulative); 

 other ratios and requirements for reinsurance established by Russian law. 
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27. Financial and Insurance Risk Management (Continued) 

Risk underwriting is performed in accordance with the established procedure that must be complied with 
by all process participants and includes the following stages: 

 collection of full information about the risk and identification of further possible ways to address it; 

 comprehensive analysis and risk assessment; 

 setting risk insurance conditions, including but not limited to the insurance price, coverage and risk 
improvement recommendations (requirements); 

 control over appropriate contract execution. 

The key objectives of the Company’s current Reinsurance Policy are: 

 to ensure protection of equity and financial results on insurance activities from adverse effects of 
significant fluctuations in losses and to facilitate achievement of sustainable income growth; 

 to maintain solvency and financial stability; 

 to expand the Company’s ability to underwrite risks. 

The reinsurance protection is ensured by the following types of agreements:  

 obligatory non-proportional reinsurance for personal types of insurance and insurance of small and 
medium business risks; 

 obligatory proportional reinsurance for large corporate risks and accident insurance as well as for 
such obligatory types of insurance as OIHF and OILC. 

The self-retention by insurance type for non-proportional obligatory reinsurance is: 

 RR 25 000 thousand – for insurance of legal entities’ property; 

 RR 8 750 thousand – for insurance of individuals’ property; 

 RR 25 000 thousand – for technical risk insurance; 

 RR 15 000 thousand – for third party liability insurance; 

 RR 8 750 thousand – for cargo insurance; 

 RR 15 000 thousand – for accident insurance; 

 RR 8 750 thousand – for specialised equipment insurance. 

Self-retention for obligatory types of OIHF and OILC accounts for no more than 2% of equity calculated 
using the approved NALI technique. 

Optional reinsurance is written both on a proportional and non-proportional basis and self-retention does 
not exceed RR 25 000 thousand per risk. If a contract requires optional reinsurance, the Company places 
risks in the market, among companies approved by the Portfolio Management Committee in accordance 
with the optional reinsurance guidelines. The list of reinsurers which are approved for optional 
reinsurance contracts is reviewed by the Committee on a regular basis. 
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27. Financial and Insurance Risk Management (Continued) 

To achieve control over asset and liability management, the Company, inter alia, balances its reinsurance 
expenses and income by paying deposit reinsurance premiums under obligatory contracts by instalments 
and paying premiums under proportional reinsurance contracts as insurance premiums are received; and 
in case of large claims the Company is able to receive advance or term indemnity from reinsurers (cash 
losses). 

Claims settlement. Under the insurance contract a policyholder should notify the insurer of the loss event 
within the specified period. The responsibility for settling claims rests with special departments, other than 
sales departments. Claims are generally paid only after the Company receives all necessary documents 
confirming that the loss event has actually occurred. All information that affects the claim settlement 
process to a greater or lesser degree is accumulated in the single database. In addition, the inquiry 
service experts or lawyers are engaged in reviewing the claims settlement documents. These 
departments are independent from the core business process and are responsible for control over 
settlement process.  

If there is a party guilty of an insured event occurrence other than the policyholder the right of recourse to 
the guilty party passes to the Company which it can use after the claim has been paid.  

If the insurance contract has been reinsured, the Company notifies the reinsurer of the reported claim 
upon the receipt of claim notification. The reinsurer receives information on the progress of settlement 
and any additional expenses related to settlement during the whole period of claim settlement. After the 
Company pays the claim, it sends the settlement documents to reinsurers. 

Information available in the corporate IT system database is sufficient for regular monitoring and control 
over all claims settlement processes. 

Credit risk. The Company takes on exposure to credit risk that is the risk that a counterparty will be 
unable to pay amounts in full when due. The Company structures the levels of credit risk it undertakes by 
placing limits on the amount of risk accepted in relation to counterparties or groups of counterparties. 
Such risks are monitored on a regular basis. 

The Company’s maximum exposure to credit risk is reflected in the carrying amounts of financial and 
insurance assets on the statement of financial position. The credit risk is managed by way of regular 
analysis of the existing and potential counterparties’ ability to repay the debt. To assess the 
counterparty’s credit risk, the Company also uses ratings assigned by independent rating agencies. 

For quality analysis of financial investments, they are reviewed to see whether there is any international 
rating available. Depending on the level of stability and other risk factors, investment sources are divided 
into four categories (with minimum ratings of such agencies as Expert-RA, Moody’s, S&P or Fitch used 
for the categorisation). In case of differences in ratings the Company assesses the reasons for 
inconsistencies and applies the lowest of the ratings assigned. The Company regularly tests and 
analyses scenarios and develops action plans that can be used in case of the risk environment 
deterioration as a result of increasing credit risk. 

To reduce the concentrations of operational risk and estimated risks related to cash and cash equivalents 
and deposits with banks, the Company sets limits on the amounts placed with one counterparty. The 
Company also puts together a list of authorised counterparties for cash deposit purposes based on the 
ratings assigned, current market environment and market indicators. 
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27. Financial and Insurance Risk Management (Continued) 

Financial assets which give rise to a potential risk for the Company are primarily represented by financial 
receivables less impairment provision. The Company is also exposed to a credit risk arising on insurance 
and reinsurance receivables. Although repayment of receivables is influenced by economic factors the 
Company's management believe that there is no significant risk of loss exceeding the doubtful debt 
provisions made. 

On detection of operational information confirming that the counterparty’s financial position is worsening, 
and the risk associated with it increases, or if other negative information on the counterparty is obtained, 
the Company makes a decision on the necessity to strengthen control over transactions with this 
counterparty or on the necessity to terminate relations with it. 

Management of the Company performs the following procedures to control the level of accounts 
receivable: 

 The total amount of receivables is analysed on a regular basis for identification of payments that are 
past due. 

 Information about delayed payments is analysed based on the terms of the insurance contract. 

 Clients are analysed on a regular basis. Findings of such analysis are disclosed in corporate reports 
submitted to the Company’s management; 

 Doubtful debt provisions are created and analysed on an ongoing basis. 

The Company is exposed to credit risk associated with counterparties whose debt securities are included 
in its investment portfolio. Since the Company's debt securities portfolio comprises federal and municipal 
bonds and Russia’s largest corporates, the Company does not consider the credit risk arising on these 
securities as material. 

Market risk. The Company takes on exposure to market risks. Market risks arise from open positions in 
currency and interest-bearing instruments, which are exposed to general and specific market movements. 
Management sets limits on the value of risk that may be accepted, which is monitored on a daily basis. 
However, the use of this approach does not wholly prevent losses outside of these limits. 
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27. Financial and Insurance Risk Management (Continued) 

The market risk analysis at 31 December 2016 is presented below: 

  
31 

December 
2016 

Sensitive to 
market price 

changes 

Russian government and municipal bonds  
denominated in Russian Roubles 656 669 656 669 
Corporate bonds denominated in Russian roubles 2 179 403 2 179 403 

Total debt securities  2 836 072 2 836 072 

    
Corporate shares  203 279 203 279 

Total equity securities  203 279 203 279 

Total securities available for sale 3 039 351 3 039 351 

    
Impact on equity for the year in case of:   
market price increase by 5% - 148 569 
market price decrease by 5% - (148 569) 

    

Russian government and municipal bonds denominated in Russian Roubles 34 271 34 271 
Corporate bonds denominated in Russian roubles 83 222 83 222 

Total debt securities 117 493 117 493 

    
Corporate shares  - - 

Total equity securities - - 

Total securities at fair value 
through profit or loss 117 493 117 493 

    
Impact on profit/(loss) and equity for the year in case of:   
market price increase by 5% - 5 764 
market price decrease by 5% - (5 764) 

    
Deposits 1 583 210 1 583 210 
Impact on profit/(loss) and equity for the year in case of:   
increase in interest rates by 5% - 79 161 
decrease in interest rates by 5% - (79 161) 

    
Premises and equipment measured at fair value 95 193 95 193 
Impact on equity for the year in case of:   
fair value increase by 5% - 4 710 
fair value decrease by 5% - (4 710) 

    
Investment property 388 517 388 517 
Impact on profit/(loss) and equity for the year in case of:   
fair value increase by 5% - 19 426 
fair value decrease by 5% - (19 426) 
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27. Financial and Insurance Risk Management (Continued) 

The market risk analysis at 31 December 2015 is presented below: 

  
2015 

Sensitive to 
market price 

changes 

Russian government and municipal bonds  
denominated in Russian Roubles 821 833 821 833 
Corporate bonds denominated in Russian roubles 974 130 974 130 

Total securities available for sale 1 795 963 1 795 963 

    
Impact on equity for the year in case of:   
market price increase by 5% - 76 328 
market price decrease by 5% - (76 328) 

Russian government and municipal bonds denominated in Russian Roubles 5 416 5 416 
Corporate bonds denominated in Russian roubles 70 047 70 047 

Total debt securities 75 463 75 463 

    
Corporate shares  1 529 1 529 

Total equity securities 1 529 1 529 

Total securities at fair value 
through profit or loss 76 992 76 992 

    
Impact on profit/(loss) and equity for the year in case of:   
market price increase by 5% - 3 272 
market price decrease by 5% -   (3 272) 

    
Deposits 2 528 209 2 528 209 
Impact on profit/(loss) and equity for the year in case of:   
increase in interest rates by 5% - 101 128 
decrease in interest rates by 5% -   (101 128) 

    
Premises and equipment measured at fair value 96 023 96 023 
Impact on equity for the year in case of:   
fair value increase by 5% - 3 841 
fair value decrease by 5%  (3 841) 

    
Investment property 400 967 400 967 
Impact on profit/(loss) and equity for the year in case of:   
fair value increase by 5% - 16 039 
fair value decrease by 5% -   (16 039) 

Interest rate risk. The Company takes on exposure to the effects of fluctuations in the prevailing levels of 
market interest rates on its financial position and cash flows. Interest margins may increase as a result of 
such changes, but may reduce or create losses in the event that unexpected movements arise. 
Management monitors on a daily basis and sets limits on the level of mismatch of interest rate repricing 
that may be undertaken.  



OOO Zetta Insurance 
Notes to the Financial Statements 
(All amounts are in thousands of Russian Roubles unless otherwise stated) 

48 

27. Financial and Insurance Risk Management (Continued) 

The interest rate risk analysis at 31 December 2016 is presented below: 

 

31 December 
2016 

Sensitive to yield 
to maturity 

changes 
Russian government and municipal bonds denominated in Russian 
Roubles 656 669 656 669 
Corporate bonds denominated in Russian roubles 2 179 403 2 179 403 
Total debt securities 2 836 072 2 836 072 
    

Corporate shares  203 279 - 
Total equity securities  203 279 - 
Total securities available for sale 3 039 351 - 
    

Impact on profit/(loss) and equity for the year in case of:   
increase in yield to maturity by 2% - 13 335 
decrease in yield to maturity by 2% - (13 335) 
  

  Russian government and municipal bonds denominated in Russian 
Roubles 34 271 34 271 
Corporate bonds denominated in Russian roubles 83 222 83 222  
Total debt securities 117 493 117 493 
     

Corporate shares  - - 
Total equity securities - - 
Total securities at fair value through profit or loss 117 493 117 493 
    

Impact on profit/(loss) and equity for the year in case of:   
increase in yield to maturity by 2% - 349 
decrease in yield to maturity by 2% - (349) 
    
Deposits 1 583 210 1 583 210 
Impact on profit/(loss) and equity for the year in case of:   
increase in yield to maturity by 2% - 8 670 
decrease in yield to maturity by 2% - (8 670) 

 
The interest rate risk analysis at 31 December 2015 is presented below: 

  

  
31 December 

2015 

Sensitive to yield 
to maturity 

changes 
Russian government and municipal bonds denominated in Russian 
Roubles 821 833 821 833 
Corporate bonds denominated in Russian roubles 974 130 974 130 
Total securities available for sale 1 795 963 1 795 963 
    

Impact on profit/(loss) and equity for the year in case of:   
increase in yield to maturity by 2% - 30 531 
decrease in yield to maturity by 2% - (30 531) 
    

Russian government and municipal bonds denominated in Russian 
Roubles 5 416 5 416 
Corporate bonds denominated in Russian roubles 70 047 70 047 
Total debt securities 75 463 75 463 
    

Corporate shares  1 529 1 529 
Total equity securities 1 529 1 529 
Total securities at fair value through profit or loss 76 992 76 992 
    

Impact on profit/(loss) and equity for the year in case of:   
increase in yield to maturity by 2% - 1 309 
decrease in yield to maturity by 2%    (1 309) 
    

Deposits 2 528 209  
Impact on profit/(loss) and equity for the year in case of:   
increase in yield to maturity by 2% - 40 451 
decrease in yield to maturity by 2% -  ( 40 451) 
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27. Financial and Insurance Risk Management (Continued) 

Currency risk. The Company is exposed to currency risk resulting from changes in fair value or future 
cash flows from financial instruments as a result of fluctuation of exchange rates. Therefore, the current 
amount of insurance reserves, including those created in foreign currency and translated at the exchange 
rate at the reporting date, could be understated. 

Effects of the currency risks on the Company's financial position at 31 December 2016 are presented 
below: 

 
Russian 
Roubles US Dollars Euros 

Other 
currencies Total 

Monetary financial and insurance assets      
Cash and cash equivalents 163 159 29 549 38 628 14 500 245 836 
Restricted cash 106 628 - - - 106 628 
Deposits with banks 1 147 141 436 069 - - 1 583 210 
Securities available for sale  3 039 351 - - - 3 039 351 
Securities at fair value through profit or loss 117 493 - - - 117 493 
Receivables 524 729 99 811 16 953 58 641 551 
Reinsurers’ share of loss provision 413 199 7 469 - - 420 668 
Total monetary financial and insurance 
assets at  
31 December 2016 5 511 700 572 898 55 581 14 558 6 154 737 
      

Monetary financial and insurance 
liabilities     
Loss provision 2 598 022 97 973 56 644 633 2 753 272 
Payables 337 977 113 742 3 837 15 033 470 589 
Total monetary financial and insurance 
liabilities at 31 December 2016 2 935 999 211 715 60 481 15 666 3 223 861 
Net balance sheet position 2 575 701 361 183 (4 900)  (1 108) 2 930 876 

Effects of the currency risks on the Company's financial position at 31 December 2015 are presented 
below: 

  
 Russian 
Roubles  

 US 
Dollars   Euros  

 Other 
currencies   Total  

Monetary financial and insurance assets 
    Cash and cash equivalents 163 648 36 026 74 346 1 877 275 897 

Restricted cash 137 931    137 931 
Deposits with banks 1 400 181 961 317 166 711 - 2 528 209 
Securities available for sale  1 795 963 - - - 1 795 963 
Securities at fair value through profit or loss 76 992 - - - 76 992 
Receivables 356 526 150 036 12 711 15 170 534 443 
Reinsurers’ share of loss provision 364 331 151 - - 364 482 
Total monetary financial and insurance 
assets at  
31 December 2015 4 295 572 1 147 530 253 768 17 047 5 713 917 
      

Monetary financial and insurance liabilities     
Loss provision 2 443 385 65 979 70 407 732 2 580 503 
Payables 253 108 137 840 26 - 390 974 
Total monetary financial and insurance 
liabilities at 31 December 20156 2 696 493 203 819 70 433 732 2 971 477 
Net balance sheet position 1 599 079 943 711 183 335 16 315 2 742 440 
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27. Financial and Insurance Risk Management (Continued) 

To mitigate its currency risk, the Company sets limits on its placements by currency. The Company 
performs its business activities in the Russian Federation and most of its liabilities are denominated in 
Russian Roubles. 

Sensitivity to changes in foreign exchange rates is presented below: 

 

2016 2015 

  

Net profit/(loss) and 
equity effect 

Net profit/(loss) and 
equity effect 

US dollar strengthening by 40%  144 474 301 988 
US dollar weakening by 40%  (144 474) (301 988) 
Euro strengthening by 40% (1 960) 58 667 
Euro weakening by 40% 1 960 (58 667) 
Other currencies strengthening by 40%  (442) 5 221  
Other currencies weakening by 40% 442 (5 221) 

Liquidity risk. Liquidity risk is defined as the risk when the maturities of assets and liabilities do not 
match. Liquidity risk is managed by the Company’s management. The Company is exposed to daily calls 
on its available cash resources from claims to be paid. 

The liquidity risk analysis at 31 December 2016 is presented below: 

  

 Demand 
and less 

than 
1 month  

 From  
1 to 6 

months  

From 6 to 
12 

months  
 More than 

1 year   Total  

Assets 

     Cash and cash equivalents 245 836 - - - 245 836 

Restricted cash  - - - 106 628 106 628 

Deposits with banks 132 596 740 249 710 365 - 1 583 210 

Securities available for sale  203 278 309 202 37 283 2 489 588 3 039 351 

Securities at fair value through profit or 
loss - - 30 595 86 898 117 493 

Receivables 258 640 337 074 38 629 7 208 641 551 

Reinsurers’ share of loss provision 36 159 114 959 85 284 184 266 420 668 

Total financial and insurance assets 876 509 1 501 484 902 156 2 874 588 6 154 737 

       
Обязательства      

Loss provision 236 657 752 409 558 187 1 206 019 2 753 272 

Payables 221 235 249 354 - - 470 589 

Total financial and insurance liabilities 457 892 1 001 763 558 187 1 206 019 3 223 861 

Liquidity surplus arising from financial 
and insurance liabilities 

 
418 617 

 
499 721 

 
343 969 

 
1 668 569 

 
2 930 876 

Cumulative liquidity surplus 418 617 918 338 1 262 307 2 930 876 - 
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27. Financial and Insurance Risk Management (Continued) 

The liquidity risk analysis at 31 December 2015 is presented below: 

 
  

 Demand 
and less 

than 
1 month  

 From  
1 to 6 

months  

From 6 to 
12 

months  

 More 
than 

1 year   Total  

Assets 

     Cash and cash equivalents 275 897 - - - 275 897 

Restricted cash - - - 137 931 137 931 

Deposits with banks 254 359 1 241 109 912 504 120 237 2 528 209 

Securities available for sale  - 308 567 489 827 997 569 1 795 963 

Securities at fair value through profit or 
loss 1 529 11 644 36 863 26 956 76 992 

Receivables 240 341 161 681 177 444 14 977 594 443 

Reinsurers’ share of loss provision 30 112 106 575 92 697 135 098 364 482 

Total financial and insurance assets 802 238 1 829 576 1 709 335 1 432 768 5 773 917 

       
Liabilities      

Loss provision 213 198 754 538 656 283 956 484 2 580 503 

Payables 160 396 130 578 100 000 - 390 974 

Total financial and insurance liabilities 373 594 885 116 756 283 956 484 2 971 477 

Liquidity surplus arising from financial 
and insurance liabilities 

  
428 644 

 
944 460 

 
953 052 

 
 476 284 

 
 2 802 440 

Cumulative liquidity surplus  428 644  1 373 104  2 326 156  2 802 440 - 

The tables above show financial and insurance assets and liabilities by remaining contractual maturity at 
31 December 2016 and 2015, except for loss provisions, which are presented on the basis of expected 
maturities. Financial liabilities presented in the tables above are not subject to discounting due to the 
short-term nature of liabilities and a lack of potential discounting effect. 

At 31 December 2016, the Company management does not believe that the Company's assets and 
liabilities maturity profile lends itself to any material liquidity risk, taking into account the level of cash and 
deposits as at the end of the period that are realisable at short notice if required.  

28. Management of Capital 

The Company’s objectives when managing capital are to:  

(i) protect interests of the Company’s shareholder in terms of capital safety; 

(ii) safeguard the Company’s ability to continue as a going concern; 

(iii) comply with capital requirements set by Russian law and the Central Bank; 

(iv) comply with the Company’s requirements for issuers’ reliability as to: 

• investment portfolio concentration by group of assets; 

• investment portfolio concentration by issuer; 

• observance of the limits set for investments in securities of issuers without international 
rating; 
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28. Management of Capital (Continued) 

(v) comply with requirements of independent rating agency to maintain the high credit rating; 

(vi) comply with the requirements of the key partner banks and other Company's partners to obtain 
and/or maintain accreditation (non-regulatory). 

The Company must comply with the following regulatory capital requirements (which are calculated on 
the basis of the RAR financial statements): 

 excess of actual solvency margin over the amount of regulatory solvency margin (Instruction of 
Central Bank of Russia No. 3743-U “On Calculation by Insurance Organisation of the Regulatory 
Ratio of Equity (Capital) and Accepted Liabilities” dated 28 July 2015); 

 excess of net assets over share capital (set by Federal Law “On Limited Liability Companies” No. 14-
FZ dated 8 February 1998); 

 compliance with the requirements for the composition and structure of assets accepted as a coverage 
of insurer’s equity (Instruction of the Central Bank of Russia No. 3445-U “On Investing Insurer's 
Equity (Capital) and List of Assets Allowed for Investment” of 16 November 2014); 

 compliance with the requirements to the minimal share capital set by Law No. 4015-1 dated 
27  November 1992, On Organisation of Insurance Business in the Russian Federation. 

The Company evaluates capital adequacy on a regular basis to meet the requirements for minimum paid 
share capital and ensure that its actual solvency margin is in in line with the regulatory solvency margin. 
Compliance with the above requirements in monitored quarterly on the basis of the RAR financial 
statements data. The regular monitoring of capital adequacy enables the Company to forecast a need for 
additional investments in capital. Control over compliance with the Russian law requirements for 
composition and structure of assets accepted as coverage for equity is performed on a daily basis.  

Calculation of the Company’s actual solvency margin on the basis of reports prepared in accordance with 
the Russian legislation is provided in the table below: 

 

31 December 
2016 

31 December 2015 

Share capital 1 500 000 1 500 000 
Additional paid-in capital 119 456 115 107  
Reserve capital 429 429 
Retained earnings of the reporting year and prior years 469 329 640 082 
Less past due receivables and intangible assets (43 224) (8 796) 

Total actual solvency margin 2 045 990 2 246 822 

Statutory solvency margin 924 571 773 783 

Excess of actual solvency margin over statutory solvency 
margin, % 121% 190% 

During 2016 and 2015 and at 31 December 2016 and 2015, the Company complied with all the 
requirements of the Russian insurance regulatory authorities. 

The total capital under management is equal to the amount of equity as shown in RAR form No. 1 – 
Insurer. The amount of capital that the Company managed at 31 December 2016 was RR 2 089 214 
thousand (at 31 December 2015: RR 2 255 618 thousand).  
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29. Contingencies and Commitments 

Legal proceedings. From time to time and in the normal course of business, claims against the Company 
are received. The Company’s management considers that the applied methodologies of setting loss 
provisions take into account possible negative consequences on these claims and conducts loss 
provision adequacy test on a regular basis. On the basis of its own estimates and internal and external 
professional advice the management believes that no material losses will be incurred by the Company. At 
31 December 2016, the Company was engaged in litigation proceedings in relation to various issues, 
such as collecting receivables under an insurance agreement, recognising an insurance agreement void 
pursuant to the non-payment of premiums by insurer, claims recourse and other issues related to the 
activities of the Company. The Company was also involved in court proceedings as a defendant to claims 
mainly related to the denial of insurance claims. Provision of RR 2 948 thousand (2015: RR 1 
464 thousand) has been made to cover losses on litigation not related to the Company’s insurance 
business as the Company's management believes that it is probable that this amount of losses will be 
incurred.  

Tax contingencies. Russian tax legislation which was enacted or substantively enacted at the end of the 
reporting period, is subject to varying interpretations when being applied to the transactions and activities 
of the Company. Consequently, tax positions taken by management and the formal documentation 
supporting the tax positions may be successfully challenged by the relevant authorities. Russian tax 
administration is gradually strengthening, including the fact that there is a higher risk of review of tax 
transactions without a clear business purpose or with tax incompliant counterparties. 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.  

The Russian transfer pricing legislation is generally aligned with the international transfer pricing 
principles developed by the Organisation for Economic Cooperation and Development (OECD) but has 
specific characteristics. This legislation provides the possibility for tax authorities to make transfer pricing 
adjustments and impose additional tax liabilities in respect of controlled transactions (transactions with 
related parties and some types of transactions with unrelated parties), provided that the transaction price 
is not arm's length.  

Tax liabilities arising from transactions between companies are determined using actual transaction 
prices. It is possible, with the evolution of the interpretation of the transfer pricing rules, that such transfer 
prices could be challenged. The impact of any such challenge cannot be reliably estimated; however, it 
may be significant to the financial position and/or the overall operations of the Company. 

Management believes that its pricing policy applied in 2016 and prior years is arm's length and it has 
implemented internal controls to be in compliance with the all transfer pricing legislation. 

Capital expenditure commitments. At 31 December 20165, the Company had no capital expenditure 
commitments (31 December 2015: nil). 

Operating lease commitments. At 31 December 2016, all lease agreements represented cancellable 
leases (31 December 2015: the same).  

30. Fair Value of Assets and Liabilities 

The Company classifies fair value measurements of financial instruments using a fair value hierarchy that 
reflects the significance of the inputs used in making the measurements. Fair value measurements are 
analysed by level in the fair value hierarchy as follows:  

Level 1 are measurements at quoted prices (unadjusted) in active markets for identical assets or 
liabilities, 

Level 2 measurements are valuations techniques with all material inputs observable for the asset or 
liability either directly or indirectly (that is, for example, prices), and 

Level 3 measurements are valuation techniques not based on solely observable market data (that is, 
based on unobservable inputs).  
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30. Fair Value of Assets and Liabilities (Continued) 

In fair value measurements, the priority is given to prices quoted in active markets. If none is available 
management applies professional judgement in categorising financial instruments using the fair value 
hierarchy. If a fair value measurement uses observable inputs that require significant adjustment, that 
measurement is a Level 3 measurement. The significance of a valuation input is assessed against the fair 
value measurement in its entirety. 

Certain assets and liabilities are not included in this analysis based on the reasonable assumption that 
the carrying amount is equal to the fair value. Such assets and liabilities include cash and cash 
equivalents, short-term financial receivables and payables and all premises and equipment, except for 
buildings. 

Comparison of the carrying amount and fair value at 31 December 2016 and 2015 is presented below: 

 
Carrying value Fair value 

  

31 
December 

2016 

31 
December 

2015 

31 
December 

2016 

31 
December 

2015 

Financial assets     
Restricted cash 106 628 137 931 106 628 137 931 
Deposits with bank  1 583 210 2 528 209 1 583 210 2 527 791 
Securities available for sale  3 039 351 1 795 963 3 039 351 1 795 963 
Securities at fair value through profit or loss 117 493 76 992 117 493 76 992 

      
Non-financial assets   

 
 

 Premises and equipment (buildings) 95 193 96 023 95 193 96 023 
Investment property 388 517 400 967 388 517 400 967 

Total  5 330 392 5 036 085 5 330 392 5 035 667 

(a) Recurring fair value measurements 

Recurring fair value measurements are those that other IFRSs require or permit in the statement of 
financial position at the end of each reporting period.  

At 31 December 2016, the levels in the fair value hierarchy into which the recurring fair value 
measurements are categorised are as follows: 

  Level 1  Level 2 Level 3 Total  

Financial assets     
Securities available for sale 3 039 351 - - 3 039 351 

Securities at fair value  
through profit or loss 117 493 - - 117 493 
      
Non-financial assets     

Investment property - - 388 517 388 517 

Premises and equipment (buildings) - - 95 193 95 193 

     

Total assets recurring fair value 
measurements 3 156 844 - 483 710 3 640 554 
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30. Fair Value of Assets and Liabilities (Continued) 

At 31 December 2015, the levels in the fair value hierarchy into which the recurring fair value measurements 

are categorised are as follows: 

  Level 1  Level 2 Level 3 Total  

Financial assets     

Securities available for sale 
1 795 963 

 
- - 1 795 963 

Securities at fair value through profit or loss 76 992 - - 76 992 
      
Non-financial assets     

Investment property   400 967 400 967 

Premises and equipment (buildings) - - 96 023 96 023 

     

Total assets recurring fair value 
measurements 1 872 955 - 496 990 2 369 945 

The valuation technique, inputs used in the fair value measurement for level 3 measurements and related 
sensitivity to reasonably possible changes in those inputs are as follows at 31 December 2016: 

 

Fair value Valuation 
technique 

Inputs used Range of 
inputs 

(weighted 
average) 

Reasona
ble 

change 

Sensitivity 
of fair value 

measu-
rement 

ASSETS AT FAIR 
VALUE       
NON-FINANCIAL 
ASSETS       
- Premises  

95 193 

Calculation of 
market value of 
premises based 
on comparative 

method  

Comparable 
market data 

based on 
prices per 1 

sq. m of similar 
premises 

From 7.5 to 
157.7 

(115.4) ±10% ±9 519 
- Investment 
properties 

388 517 

Calculation of 
market value of 
premises based 
on comparative 

method 

Comparable 
market data 

based on 
prices per 1 

sq. m of similar 
premises 

From 7.5 to 
157.7 

(115.4) ±10% ±38 852 

TOTAL RECURRING 
FAIR VALUE 
MEASUREMENTS AT 
LEVEL 2 483 710      

Level 3 measurements include premises and equipment and investment property. Due to absence of the 
current active market for the Company's buildings and investment property, the estimation of fair value of 
these assets include assumptions not directly supportable by observed market prices or rates. 
Assessment by management of fair value of the Company’s premises and equipment and investment 
property has been performed by using the sales comparison method, which involves a review of available 
market data on sales offers of comparable properties and making adjustments in the prices to reflect the 
differences between the properties offered and the properties owned by the Company. The principal 
assumptions applied in valuation models of fair value include adjustments to price of similar items for 
location and the area of specific properties of the Company. 

(b) Assets and liabilities not measured at fair value but for which fair value is disclosed 

At 31 December 2016, Level 2 of the fair value hierarchy of assets not measured at fair value included 
deposits with bank of RR 1 583 210 thousand (31 December 2015: RR 2 528 209 thousand).  

At 31 December 2016, the fair value of deposits placed with banks was considered to be equal to their 
carrying amount, as the deposits are placed for no more than one year and no discounting is needed.  
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30. Fair Value of Assets and Liabilities (Continued) 

At 31 December 2015, the carrying amount of deposits placed with banks was RR 2 527 791 thousand. 
The fair value of fixed interest rate deposits is based on DCF method and weighted average interest rates 
for deposits of non-financial organisations attracted by credit institutions with similar remaining maturity 
that are effective as of the reporting date. Discount rates are weighted average market rates monthly 
published by the Bank of Russia for deposits of non-financial organisations attracted by credit institutions. 
At 31 December 2015, the interest rates used were 11.88% for deposits denominated in Russian Roubles 
and 3.64% for deposits denominated in US dollars. 

31. Presentation of Financial Instruments by Measurement Category 

For the purposes of measurement under IAS 39 “Financial Instruments: Recognition and Measurement”, 
the Company classifies its financial assets and liabilities into the following categories: loans and 
receivables; available-for-sale financial assets and financial assets at fair value through profit or loss. 
Financial assets at fair value through profit or loss include assets attributed to this category at initial 
recognition. Furthermore, there is a separate class of financial assets arising from insurance contracts. 

The following table provides a reconciliation of classes of financial assets and liabilities with the above 
measurement categories at 31 December 2016: 

  
Loans and 

receivables 

Available for 
sale financial 

assets 

Financial 
assets at fair 

value through 
profit or loss 

Financial 
assets arising 

from 
insurance 
contracts Total 

Cash and cash 
equivalents 245 836 - - - 245 836 
Restricted cash 106 628 - - - 106 628 
Deposits with banks 1 583 210 - - - 1 583 210 
Securities available for 
sale  - 3 039 351 - - 3 039 351 
Securities at fair value 
through profit or loss  - - 117 493 - 117 493 
Financial receivables 20 396 - - - 20 396 
Insurance receivables 
and prepayments - - - 625 976 625 976 

Total financial assets 1 956 070 3 039 351 117 493 625 976  5 738 890 
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31.  Presentation of Financial Instruments by Measurement Category (Continued) 

The following table provides a reconciliation of classes of financial assets and liabilities with the above 
measurement categories at 31 December 2015: 

  
Loans and 

receivables 

Available for 
sale financial 

assets 

Financial assets 
at fair value 

through profit or 
loss 

Financial 
assets 

arising from 
insurance 
contracts Total 

Cash and cash 
equivalents 275 897 - - - 275 897 
Restricted cash 137 931 - - - 137 931 
Deposits with banks 2 528 209 - - - 2 528 209 
Securities available for 
sale  - 1 795 963 - - 1 795 963 
Securities at fair value 
through profit or loss  - - 76 992 - 76 992 
Financial receivables 19 271 - - - 19 271 
Insurance receivables and 
prepayments - - - 520 638 520 638 

Total financial assets 2 961 308 1 795 963 76 992 520 638 5 354 901 

At 31 December 2016 and 31 December 2015, all financial liabilities of the Company are recorded at 
amortised cost. 

32. Related Party Transactions 

For the purpose of these financial statements, parties are generally considered to be related if one party 
has the ability to control the other party, is under common control, or can exercise significant influence 
over the other party in making financial and operational decisions. In considering each possible related 
party relationship, attention is directed to the substance of the relationship, not merely the legal form. The 
Company identifies the following types of related parties: shareholders, management and other related 
parties. 

At 31 December 2016, the outstanding balances with related parties were as follows: 

  
Shareholders 

Key management 
personnel 

Other related 
parties 

Receivables and prepayments  1 903 8 - 
Payables  - 68 - 

At 31 December 2015, the outstanding balances with related parties were as follows: 

  
Shareholders 

Key management 
personnel 

Other related 
parties 

Receivables and prepayments  215 000 1 605  
Payables  17 - 312 

The income and expense items and changes in equity arising on transactions with related parties for 
2016 were as follows: 

  Shareholders 
Key management 

personnel 
Other related 

parties 

Dividends  (640 082) - - 
Premiums written  -   343 - 
Insurance claims  - (350) - 
Net investment income  - - - 
Other Income  2 479 - - 
Administrative and other operating expenses   - - (600) 
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32. Related Party Transactions (Continued) 

The income and expense items and changes in equity arising on transactions with related parties for 
2015 were as follows: 

  Shareholders 
Key management 

personnel 
Other related 

parties 

Dividends  (70 000) - - 
Premiums written  - 760 - 
Insurance claims  - (101) - 
Net investment income  - 43 - 

Administrative and other operating expenses   (198) (600) (4 222) 

In 2016, the short-term compensation (salaries, bonuses, paid annual leave) of the key management 
personnel (General Director and his deputies) was RR 115 594 thousand, including contributions to the 
Pension Fund of RR 18 590 thousand (2015: RR 89 866 thousand, including contributions to the Pension 
Fund of RR 7 228 thousand). In 2016, no long-term compensation was paid to the key management 
personnel (2015: no). 

The total amount of the Board of Directors remuneration for 2016 was RR 46 379 thousand (2015: 
RR 35 265 thousand).  

33. Purchase of Asset from Parties under Common Control 

On 24 March 2015, the Company decided to acquire 100% of shares of OAO Olma Investment Company 
(A rated by Expert RA) from Adelsento Holdings Ltd. with an aim to acquire an asset from OAO Olma 
Investment Company that is represented by the office building located at 7, Malyi Karetnyi per., bldg. 1, 
Moscow.  The value of the share acquisition transaction was RR 538 000 thousand. The value of the 
described office building at acquisition per the independent appraiser’s report was RR 431 373 thousand. 
In accordance with the accounting policies (refer to Note 3, Purchase of Asset from Parties under 
Common Control), the difference between the asset’s fair value and transaction value was recognised as 
a reduction in the Company's additional paid-in capital.  

On 18 December 2015, the Company sold 40% of OAO Olma Investment Company’s shares to 
Adelsento Holdings Ltd. at the acquisition price. At 31 December 2015 and 31 December 2016, the 
Company owns 60% of OAO Olma Investment Company’s shares. As a result of this transaction, at 
31 December 2015 the Company has RR 215 200 thousand of accounts receivable representing 
outstanding consideration for 40% of the shares sold that is due on 18 August 2016 (Note 12). This 
transaction was recognised as disposal of a share in investment property and the Company’s ownership 
in the investment property was 60% at 31 December 2015. The outstanding balance was fully settled in 
2016. 
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33. Purchase of Asset from Parties under Common Control (Continued) 

Information on the recovery of previously recognised loss in the Company's additional paid-in capital and 
recognition of non-controlling interest is presented below: 

  
Acquisition 
of 100% of 

shares 

Sale of 
40% 

interest 

Revaluation 
of assets at 

31 December 
2015 Total 

Revaluation 
of assets at 

31 December 
2016 Total 

Cash and cash 
equivalents (538 000) - 

 
- 

 
(538 000) 

 
- (538 000) 

Investment property 
431 373 - 

 
(30 406) 

 
400 967 

 
(12 450) 388 517 

Receivables  
- 215 200 

 
- 

 
215 200 

 
(215 200) - 

Additional paid-in 
capital 106 627 (42 651) 

 
- 

 
63 976 - 63 976 

Non-controlling 
interest - (172 549) 12 162 (160 387) 4 980 (155 407) 

Revaluation  
of investment 
property  - - 30 406 30 406 12 450 42 856 

Non-controlling 
interest in revaluation 
of investment 
property  - - (12 162) (12 162) (4 980) (17 142) 

34. Discontinued Operations 

In the first half of 2014, Zurich Group decided to sell its retail business in Russia and transfer its global 
corporate client portfolio to AO “Zurich Reliable Insurance”. In August 2014, an assignment agreement 
was signed with AO “Zurich Reliable Insurance”. As part of the Assignment Agreement the Company 
transferred and AO “Zurich Reliable Insurance” received rights and obligations under a part of insurance 
contracts of the Global Corporate Insurance Directorate Branch. Refer to Notes 19 and 24. Currently the 
Company is working on the final settlement of all remaining liabilities for Zurich Group’s global corporate 
clients portfolio and intends to close the Global Corporate Insurance Directorate Branch in 2017. Refer to 
Notes 19 and 24.  
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34. Discontinued Operations (Continued) 

The effects of discontinued operations on the statement of profit or loss and other comprehensive income 
for 2016: 

 
Principal 

activity 
Discontinued 

operations Total 

Gross premiums written 6 417 763 - 6 417 763 

Insurance premiums ceded (294 249) (526) (294 775) 

Change in unearned premium reserve, gross (382 177) 4 722 (377 455) 

Change in reinsurers’ share of unearned premium reserve 21 446 (1 644) 19 802 

Change in premiums written under prior year contracts  (150 004) (534) (150 538) 

Change in premiums ceded under prior year contracts  16 512 72 16 584 

Net premiums earned 5 629 291 2 090 5 631 381 

     

Gross claims paid (2 392 127) (6 451) (2 398 578) 

Claims paid under outward reinsurance contracts 107 430 7 241 114 671 

Change in loss provision, gross (169 093) (3 676) (172 769) 

Change in reinsurers’ share of claims reserve 53 009 3 177 56 186 

Net claims incurred (2 400 781) 291 (2 400 490) 

     

Net acquisition costs  (1 450 771) 411 (1 450 360) 

Commission income on outwards reinsurance 18 112 (992) 17 120 

Change in provision for impairment of receivables under 
insurance contracts (9 311) (15) (9 326) 

Gain on direct claims settlements 279 704 - 279 704 

Loss on direct claims settlements (234 839) - (234 839) 

Insurance activity result before operating expenses 
related to insurance operations  1 831 405 1 785  1 833 190 

     

Investment income  400 234 6 400 240 

Loss on disposal of securities available for sale 673 - 673 

Other income 17 504 - 17 504 

Administrative and other operating expenses (1 735 405) (20 081) (1 755 486) 

Increase in other reserves  (40 303) -  (40 303) 

Gains less losses on revaluation of investment properties  (12 450) - (12 450) 

Exchange differences   (129 528) (14 196) (143 724) 
Profit before tax 332 130 (32 486) 299 644 

Income tax expense (35 361) - (35 361) 

Profit for the year 296 769 (32 486) 264 283 
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34. Discontinued Operations (Continued) 

The effects of discontinued operations on comparatives in the statement of profit or loss and other 
comprehensive income for 2015: 

 
Principal 

activity 
Discontinued 

operations Total 

Gross premiums written 5 675 153 287 5 675 440 

Insurance premiums ceded (291 801) (11 694) (303 495) 

Change in unearned premium reserve, gross 82 880 12 249 95 129 

Change in reinsurers’ share of unearned premium reserve 91 183 (8 540) 82 643 

Change in premiums written under prior year contracts  (145 745) (653) (146 398) 

Change in premiums ceded under prior year contracts  16 456 (2 033) 14 423 

Net premiums earned 5 428 126 (10 384) 5 417 742 

     

Gross claims paid (3 101 139) (426) (3 101 565) 

Claims paid under outward reinsurance contracts 79 044 (12 733) 66 311 

Change in loss provision, gross (252 785) 10 594 (242 191) 

Change in reinsurers’ share of claims reserve 349 342 (9 235) 340 107 

Net claims incurred (2 925 538) (11 800) (2 937 338) 

     

Net acquisition costs  (1 339 616) (3 293) (1 342 909) 
Commission income on outwards reinsurance 11 576 (272) 11 304 

Change in provision for impairment of receivables under 
insurance contracts (29 319) - (29 319) 

Gain on direct claims settlements 311 606  311 606 

Loss on direct claims settlements  (304 612) -  (304 612) 

Insurance activity result before operating expenses 
related to insurance operations  1 152 223 (25 749) 1 126 474 

     

Investment income  382 684 17 382 701 

Loss on disposal of securities available for sale (20 819) - (20 819) 

Other income 54 251 16 54 267 

Administrative and other operating expenses (1 596 851) (29 964) (1 626 815) 

Increase in other reserves (68 690) - (68 690) 

Loss on disposal of subsidiary - - - 

Gains less losses on revaluation of investment properties  (30 406) - (30 406) 

Exchange differences 247 579 17 998 265 577 
Profit before tax 119 971 (37 682) 82 289 

  - -  

Income tax expense 18 474 - 18 474 

Profit for the year 138 445 (37 682) 100 763 

35. Subsequent Events 

Based on decision No. 4/17 of 5 April 2017 made by the sole participant of the Company, a portion of 
2016 profit in the amount of RR 200 000 thousand was distributed as dividends.  


