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Letter to Shareholders

Dear shareholders,

2008 turned out to be one of the most challeng-
ing equity, credit and economic environments in 
the last century. Russia was not immune to the 
global financial crisis nor did it turn out to be 
decoupled from the rest of the world. Russian 
stock markets suffered significant declines from 
May 2008 onwards, with major indexes falling  
in excess of 70 % during 2008. Liquidity in the 
banking system dried up and tumbling commod-
ity prices, particularly for oil and gas, contrib-
uted to the easing of economic growth towards 
the latter part of the year.

In this changing and uncertain environment, we 
focused on exit activity and cash realisation. We 
are proud to, during the early part of the year, 
have successfully exited from our investment  
in Alini Enterprises B.V. (“Alini”), achieving a  
4.6 times multiple on capital invested. Another 
achievement was the disposal by Naftrans 
 Limited (“Naftrans”) of all its operating activities 
in Georgia, where the cash proceeds are being 
distributed to its shareholders.

We took a prudent investment approach as it is 
our belief that our focus sectors were signifi-
cantly over-valued for much of 2008 and that  
it is not in our stakeholders’ interest to over- 
pay for new investments, especially in a weaker 
growth environment. Only lately have valuations 
become more realistic and started to reflect the 

increased investment risks coupled with the 
lower growth environment. However, we think 
that there may still be room for further down-
ward adjustments over the coming months.

Despite the weaker economic climate, potential 
investment opportunities remain plentiful. In 
2008 we considered more than 80 potential op-
portunities stretching across a range of sectors, 
including retailers, banking and financial ser-
vices operations, infrastructure service provid-
ers, food and confectionary producers and oil 
service operators. Ultimately we decided to 
make two significant investments. We partici-
pated in a unique capital market opportunity 
where Unified Energy Systems (“UES”), the ma-
jority state owned Russian group comprising 
most of the electricity assets in Russia, was un-
bundled and we received shares in a number of 
power generation, heating and regional trans-
mission companies. As there is still a real short-
age of distribution assets and related capacity 
in Russia, with ongoing shortage of generation 
capacity to last for the next few years, this in-
vestment should have interesting medium term 
capital appreciation opportunities. We have a 
particular interest in the electricity distribution 
and hydrogenerating companies, the shares of 
which we continue to hold.

We also invested in Eastern Property Holdings 
Limited (“EPH”), a listed Russian focused real es-
tate company trading at a deep discount to its 
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underlying net asset value (“NAV”). We antici-
pate similar growth over the medium to long 
term for this business which we know well con-
sidering that our investment manager is associ-
ated with our largest shareholder, who has an 
interest in both our company and in EPH.

It is important to emphasise that ENR is a long 
term investor and is patient to unlock value for 
its stakeholders. This requires holding invest-
ments until markets are more liquid and valua-
tions reflect a fuller value of these investments. 
It would not be appropriate to sell off UES 
 unbundled or EPH listed shares in a declining 
market and a deleveraging environment.

Private equity in Russia and other countries in 
the Commonwealth of Independent States (“CIS”) 
still has marked differences compared to similar 
investments in other countries. It is still a devel-
oping asset class in the region and usually in-
volves providing growth capital, whilst generally 
securing minority positions only. Leveraged buy 
outs are scarce and we do not anticipate that 
debt will play a significant part of future deal 
structures.

With limited market liquidity, private equity re-
mains a valuable source of capital for Russian 
small and mid-sized businesses, our target size 
profile. Lately we have seen an increase in po-
tential investment opportunities for this size of 
businesses seeking to secure equity capital. 

However, many companies were over-geared 
and will have to survive in a lower growth envi-
ronment. Consequently, they do not provide at-
tractive investments from our perspective.

With cash available, we are well positioned to 
invest in businesses with a solid track record 
and who are well positioned to grow. However, it 
is appropriate to remain cautious and properly 
assess how these businesses perform in the cur-
rent economic environment. When the time is 
right we can act quickly and decisively to deploy 
capital for the benefit of our stakeholders.

We will continue to focus on potential invest-
ments in Russia and possibly other CIS coun-
tries. Businesses operating in the core consumer 
economy, specialised financial services (with 
annuity income as a core element) or businesses 
exposed to infrastructure projects, be they ser-
vice or product driven, are of interest.

As you will observe, Dr. Christoph Löw recently 
stepped down from our board. I wish to thank 
him for his dedication and service as a board 
member and wish him well with his future 
endeavours.

April 2009

Gustav Stenbolt
Chairman, ENR Russia Invest SA
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Political and Economic Review

Political Review

Two events stand out in the 2008 Russian politi-
cal landscape, being the presidential transition 
from Mr. Vladimir Putin to Mr. Dmitry Medvedev 
and the war between Russia and Georgia in 
 August, involving South Ossetia and Abkhazia.

Mr. Medvedev, as the new president of Russia, 
won a comprehensive victory in the March 2008 
presidential election with in excess of 70 % of 
the votes. This pathed the way for a continua-
tion of policies that were introduced by Mr. Putin. 
Mr. Putin, in turn, was appointed Prime Minister 
and the tandem has largely worked together to 
steer policy in the same direction.

The presidential term was extended and the 
change will come into effect after the next pres-
idential elections. Parliamentary terms were also 
extended from four to five years.

The war between Russia and Georgia involving 
the Georgian break-away republics South Osse-
tia and Abkhazia received much media attention. 
After a period in which the rhetoric between 
Moscow and Tbilisi became increasingly sharp, 
an armed conflict broke out in August. Fortu-
nately, this did not last long and a cease fire was 
eventually brokered. Subsequently, Russia uni-
laterally recognised the independence of these 

two “republics”, drawing considerable criticism 
from many countries.

To date there has been no political fall-out in 
Russia as a result of the slowing economy, but 
some minor demonstrations against the govern-
ment’s policies have taken place. Both President 
Medvedev and Prime Minister Putin continue to 
have high approval ratings. However, with sus-
tained tough economic conditions this may 
change.

In Georgia the parliament voted to withdraw 
from the CIS, a process which is currently under 
way. In Ukraine there has been an increasingly 
tense atmosphere between political factions, in 
particular between Prime Minister Yulia Tymosh-
enko and President Victor Yuschenko, much of 
which can be attributed to positioning ahead of 
the presidential elections scheduled for early 
2010.

At the end of 2008, for the second time in three 
years, a major dispute broke out between Russia 
and Ukraine over Ukraine payments for Russian 
gas supplies and over transit arrangements for 
gas destined for the European markets. Histori-
cally, Ukraine could buy Russian gas at a price 
below world market prices. In early 2009 Russia 
halted supplies of gas through the Ukraine gas 
network, cutting off supply to a number of 
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 European countries. Protracted negotiations are 
taking place between Russia, Ukraine and the 
European Union to reach a solution to ensure a 
sustained flow of gas supplies. Recently Russia 
recommenced with gas supplies through 
Ukraine, but the situation is far from settled.

Economic Review

The Russian economy started strongly in 2008, 
but was soon caught up in the global crisis. With 
higher commodity prices in the first half of 
2008, the economy was further stimulated and 
grew 8.5 % on an annualised basis in the first 
quarter and 7.5 % annualised in the second 
quarter. Financial markets climbed towards new 
peaks, with all-time highs for Russian equity 
markets being reached in May. This lead to state-
ments that Russia was decoupled from the rest 
of the world economy and was a safe haven 
from the ongoing financial and liquidity crisis 
and slowing economies elsewhere. When com-
modity prices declined in the second half of the 
year, and oil prices fell in excess of two thirds 
from their all-time high seen in July to the end 
of the year, the economic situation in Russia 
also changed markedly.

Liquidity in the banking sector dried up, eco-
nomic growth slowed down significantly, finan-
cial markets declined and Russia faced signifi-
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cant capital outflows. Yields on Russian debt, 
government as well as corporate, rouble denom-
inated as well as Eurobonds, increased signifi-
cantly and equity markets suffered a severe cor-
rection, ending down in excess of 70 % in 2008. 
However, in a year where the US and a number 
of European countries entered into recession 
territory and were experiencing negative eco-
nomic growth, Russia still achieved a real GDP 
growth of 5.6 % for 2008.

During the second half of 2008, the Central 
Bank of Russia (“CBR”) came under increasing 
pressure to devalue the rouble. Lower oil prices, 
slowing economic growth and capital outflow 
put significant pressure on the rouble. To avoid 
a rapid devaluation, the government and CBR 
opted for a policy of gradual rouble deprecia-
tion, utilising foreign exchange reserves . 
Through a number of small (1 % to 2 %) devalu-
ations, the rouble depreciated some 25 % against 
the USD during the second half of 2008. Early 
2009, this policy remained in place.

Growth prospects for 2009 also diminished. 
Most market commentators have lowered 
growth forecasts for 2009, where market expec-
tations are for negative real growth. The general 
consensus is that things will improve in 2010. 
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Across the CIS there were few reasons for sus-
tained optimism. Economic growth rates slowed 
across the region, unsurprising given the 
 regional dependence on the export of raw mate-
rials and commodities . Amongst countries 
 hardest hit was Ukraine, which received loan 
guarantees from the International Monetary 
Fund to the amount of USD 16.4 billion.

Market commentators expect negative growth 
in most CIS countries for 2009.

It is clear that 2008 was a very challenging year 
for the economies of Russia and other CIS coun-
tries. However, we are far from a 1998 scenario. 
No countries in the region have defaulted on 
their debts and Russia, by far the biggest econ-
omy, is still well equipped to implement stimulus 
policies with its substantial foreign reserves, 
which remained the third largest in the world at 
year-end (approximately USD 427 billion). Sub-
sequently, due to the rouble depreciation policy 
described above, these reserves have declined 
and, at 28 February 2009, amounted to roughly 
USD 384 billion.
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Portfolio Investments

Investment Portfolio

At year-end ENR Russia Invest SA (“ENR” or the 
“Company”) continued to hold its shares in Naf-
trans, together with shares of the unbundled 
subsidiaries of the historical Russian electricity 
monopoly UES and shares in the SIX Swiss Ex-
change listed real estate company EPH.

During the reporting period, in line with an exit 
and cash realisation strategy, ENR took advan-
tage of attractive liquidity windows and suc-
cessfully exited from its mature investment in 
Romanov Dvor, a Moscow based real estate in-
vestment, held via Alini, achieving a 4.6 times 
multiple on capital invested. Naftrans, during 
March 2008, also sold all its subsidiaries, which 
operated its oil products rail forwarding busi-
ness and oil terminal operations at the Batumi 
terminal in Georgia.

Naftrans Limited

ENR made its initial investment of USD 8 million 
in Naftrans in 2003. During 2006 a further USD 
22 million was invested, resulting in a total in-
vestment of USD 30 million. At year end, ENR 
continued to hold an effective 13.5 % interest in 
Naftrans.

Naftrans, through its subsidiaries, operated the 
Batumi oil terminal in Adjara, Georgia on the 
Black Sea coast. Its principal activity was the 
provision of oil and oil related product rail for-
warding from the Azerbaijan – Georgian border 
to the Batumi oil terminal, as well as storage and 
transhipment services at the Batumi oil termi-
nal. During the latter part of 2006, Naftrans 
took operational control of the Batumi port.

In March 2008 Naftrans concluded the sale of 
its Georgian operating assets, including the 
 Batumi oil terminal, to a subsidiary controlled by 
the Kazakhstan based oil company KazMunai-
Gas. Naftrans subsequently commenced with 
the distribution of the sale proceeds to its share-
holders. To date ENR has received approximately 
two thirds of the proceeds due from the sale 
through a special dividend of USD 10.0 million, 
received in May 2008, and a shareholders’ loan 
of USD 21.3 million, received in July 2008. The 
outstanding amount of USD 13.9 million could 
not be distributed prior to the expiry of a war-
ranty period linked to the aforementioned 
 KazMunaiGas transaction. This period expired 
on 6 February 2009.

During December 2008, a KazMunaiGas group 
entity lodged one claim with Naftrans, amount-
ing to USD 6.9 million. This was the only claim 
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submitted prior to the expiration of the war-
ranty period. Naftrans has obtained legal advice 
confirming that the claim is not valid under the 
warranties given. Accordingly, Naftrans is deal-
ing with this matter in a manner to best protect 
the interest of its shareholders.

Naftrans has commenced with a process to rea-
lise its remaining non-cash assets and to, inter 
alia, investigate optimum distribution mecha-
nisms for resultant cash proceeds to its share-
holders. Until such time that ENR receives the 
remainder of cash proceeds it is entitled to, it 
will continue to hold all its shares in Naftrans. 
However, to secure a possible alternative exit 
route, ENR, prior to year-end 2008, concluded 
an agreement with Greenoak Holdings Limited 
(“Greenoak”), the holding company of Naftrans’s 
management. Pursuant to this agreement, ENR 
has the right to put all its shares in Naftrans to 
Greenoak. Should ENR do so, Greenoak has to 
acquire ENR’s shares in Naftrans for USD 13.9 
million and assume any liability ENR may have 
to repay its USD 21.3 million shareholders’ loan.

Unified Energy System

Historically UES, a majority state owned Russian 
group listed in London and Moscow, owned the 
majority of Russia’s electricity assets including 

power generation, heating and regional trans-
mission companies.

In recent years, reforms were implemented  
with the objective of liberalising the Russian 
electricity sector and create competitive mar-
kets. As part of the liberalisation of the industry, 
UES shares were delisted in early June 2008. The 
delisting was followed by an unbundling where 
all the underlying UES companies were distrib-
uted to UES shareholders. The majority of the  
23 companies that were unbundled were subse-
quently separately listed in Russia. Some have 
been or are subject to take-private bids and  
a small minority remain unlisted. Since the un-
bundling, investors are able to obtain exposure 
to specific regional or industrial segments of the 
Russian electricity sector.

An integral aspect of further power sector re-
form is that electricity distribution grids will 
have use-of-grid tariffs that include a fair re-
turn on invested capital. Currently, the use-of-
grid tariffs are based on a cost-plus formula 
that makes no allowance for returns on equity. 
The government recently announced price set-
ting mechanisms in electricity and heat distribu-
tion paving the way for a full implementation of 
rate of return pricing for electricity distribution 
by 1 January 2010.
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Further liberalisation of electricity prices will 
 allow businesses to increase profitability and 
should improve growth prospects of Russian 
utility companies. Grid companies (distribution 
and trunk companies) are at the early stages of 
consolidation. With consolidation, efficiency 
improvements, future changes in tariffs and the 
introduction of new payment mechanisms, dis-
tribution and trunk grid companies are posi-
tioned for meaningful growth.

The government is supportive of private invest-
ments in the electricity sector and will introduce 
measures to attract and protect private invest-
ments. For example, rates for the liberalisation 
of the wholesale electricity market have been 
defined and a guarantee mechanism for invest-
ments has been introduced. Fundamentally this 
is therefore an attractive sector for investment.

Prior to the announced delisting of UES and the 
unbundling of its subsidiaries ENR made an 
 investment of USD 26.8 million in UES. Initially 
ENR bought ordinary shares, preference shares 
and global depositary receipts in UES and upon 
the unbundling it received shares in the subsid-
iaries of UES covering all spectrums of electrici-
ty production, generation and distribution.

The rationale for the investment was the deep 
discount to underlying value at which the UES 
shares were trading, a classic case of the so-
called conglomerate discount holding compa-
nies often trade at. With the unbundling ENR 

saw an opportunity to benefit from this inher-
ent value being unlocked over the medium 
term.

In particular, ENR saw value in the electricity 
distribution and hydrogeneration companies and 
ENR continues to hold the shares of these com-
panies. In turn, having considered the position-
ing of certain companies, ENR has sold off some 
of the shares received in the UES unbundling.

Consequently, ENR has secured a meaningful 
exposure to specific electricity distribution and 
hydrogenerating companies in regional and seg-
mental sectors in the Russian electricity sector. 
This is interesting as there is a real shortage of 
distribution companies and related capacity in 
Russia, with an ongoing shortage of generation 
capacity, which is expected to last for the next 
few years. Therefore, ENR is positioned to ben-
efit from anticipated healthy growth in these 
sub-sectors over time.

Eastern Property Holdings Limited

EPH is a Russian focused real estate develop-
ment company listed on the SIX Swiss Exchange. 
Throughout 2008, the discount to the NAV of 
EPH increased materially. ENR had a position of 
CHF 6.9 million in EPH at year-end 2008.

EPH has limited gearing and has an interesting 
real estate development portfolio. It is well po-
sitioned to benefit from a regeneration of the 
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Russian real estate market, which we expect 
over the medium term. Once this takes place, 
and considering the current discount to its 
 underlying NAV at which EPH trades, a market 
re-evaluation should result in interesting value 
realisation opportunities for ENR shareholders.

As for the relationship between ENR, EPH and the 
investment manager, please refer to note 10.1  
to the consolidated financial statements, pre-
sented later in this report.

Long term investor

As ENR is a long term investor, it is patient and 
will hold the UES unbundled shares and its 
shares in EPH until markets have recovered, are 
high and liquid and proper value could be rea-
lised for ENR stakeholders.
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The board of directors (the “Board”) is ultimately 
responsible for the policies and management of 
the Company. The Board establishes strategic, 
accounting, organisational and financing poli-
cies to be followed by the Company. The Board 
further appoints the authorised signatories of 
the Company. Moreover, the Board is entrusted 
with preparing shareholders’ meetings and 
 carrying out shareholders’ resolutions. The main 
duty of the Board is to exercise the supervision 
over the Company’s affairs and investment 
policy.
 
The Board comprises the people listed  
on pages 16 and 17.

Gustav Stenbolt – Chairman
Born August 12, 1957. Lic. rer. pol., University of 
Fribourg. CEO of the Valartis Group and Valartis 
Bank AG, Zurich, Chairman of the Board of 
 Directors of Valartis Asset Management S.A. and 
Valartis Wealth Management S.A., Geneva; ENR 
Russia Invest SA, Geneva; and MCG Holding AG, 
Baar; Chairman of the Supervisory Board of 
 Valartis Bank (Austria) AG, Vienna, and Valartis 
Europe AG, Vienna. Mr. Gustav Stenbolt is also  
a member of the Board of Directors of Eastern 
Property Holdings Ltd, Tortola (BVI) and Anglo 
Chinese Group, Hong Kong. He founded the MCT 
Group in 1996.

Board of Directors
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Christoph Löw – Vice-Chairman 
(resigned 31 December 2008)
Born October 11, 1940. Swiss citizen with Riehen 
as his domicile. Dr. Löw is an attorney-at-law 
and Senior Counsel of the Vischer law firm in 
Basel. He has studied at the Universities of Basel 
and  Geneva and obtained his doctoral  degree 
from the Law faculty of the University of Basel. 
Dr. Löw is a director and Chairman of the Board 
of Hansa Aktiengesellschaft (a significant share-
holder of ENR) and director of Growth  Value 
 Opportunities SA. Dr. Löw  resigned from the 
Board with effect 31 December 2008.

Walter Fetscherin
Born August 18, 1945. Swiss citizen with Zurich 
as his place of origin and Meilen, Switzerland, as 
his domicile. Dr. Fetscherin studied at the Law 
Faculty of the University of Zurich, Vienna and 
Heidelberg, including a doctorate of Law from 
Zurich University. In 1973 he joined the Swiss 
department of Foreign Affairs and has since 
served in diplomatic postings in Poland, the 
USSR and Canada. He was Swiss Ambassador to 
South Korea, the Czech Republic and up until 
2003 he served as Swiss Ambassador to Russia, 
Kazakhstan and Turkmenistan, Armenia, Azer-
baijan and Georgia. He is currently a member of 
the board of the MC Russian Market Fund and  
a board member of PSA International SA and 
other private companies. Dr. Fetscherin is also 
President of the Joint Chamber of Commerce 
(JCC, Switzerland-Russia, Ukraine, Kazakhstan, 
Belarus and Kyrgyzstan) and Chairman of the 
Advisory Board of Nestle Russia LLC.
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Investment Committee

The investment committee is responsible for in-
vestment decisions, which are made in accor-
dance with the Company’s investment guidelines 
(“Investment Commitee”). The Investment Com-
mittee has been appointed by Valartis Interna-
tional Limited, the investment manager of ENR 
(“Investment Manager”).

The Investment Committee comprises 
the people listed on pages 18 to 21.

Ben de Bruyn (South African) – Director 
Private Equity, Valartis Asset Management
Mr. Ben de Bruyn joined the Valartis Group AG 
during 2006 and has more than 12 years of 
 experience advising in merger and acquisitions, 
capital raisings, privatizations and group re-
structurings. Prior to joining Valartis Group AG 
(with responsibility for the private equity busi-
ness), he led the corporate finance division of 
Brait SA, a South African private equity and 
 investment advisory group. At Brait, he was in-
volved in a number of large private equity trans-
actions, including leveraged buy-outs of listed 
companies. Prior to that he worked for the capi-
tal market teams of both Absa Bank Ltd and First 
Rand Ltd. He holds business and legal degrees 
from the University of Stellenbosch, South Africa 
as well as a postgraduate diploma in taxation 
from the Rand Afrikaans University, South 
 Africa. In 1993, he was admitted as an attorney 
of the High Court of South Africa.
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Philipp LeibundGut (Swiss) – Director, 
Valartis Group AG
Mr. Philipp LeibundGut is a director of Valartis 
Group AG and is also a board member of Swiss 
listed EPH. He is a board member of a number of 
private companies. He previously headed up the 
private equity business of Valartis Group AG  
and has more than 10 years of private equity ex-
perience in the CIS. Previously he worked for 
Hansa AG, one of the significant shareholders of  
the Company. Mr. Philipp LeibundGut has also 
worked as a broker for Credit Suisse on the Basel 
Stock Exchange. He is a graduate in business 
economics from the Basel University of Applied 
Sciences, Switzerland.

Gustav Stenbolt (Norwegian) – CEO, 
Valartis Group AG
Mr. Gustav Stenbolt is CEO of the Valartis Group 
and Valartis Bank AG, Zurich, Chairman of the 
Board of Directors of Valartis Asset Manage-
ment S.A. and Valartis Wealth Management S.A., 
Geneva; ENR Russia Invest SA, Geneva; and MCG 
Holding AG, Baar; Chairman of the Supervisory 
Board of Valartis Bank (Austria) AG, Vienna, and 
Valartis Europe AG, Vienna. Mr. Gustav Stenbolt 
is also a member of the Board of Directors of 
Eastern Property Holdings Ltd, Tortola (BVI) and 
Anglo Chinese Group, Hong Kong. He founded 
the MCT Group in 1996.
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Alexander Nikolaev (Russian) – Managing 
Director, Valartis Asset Management 
(Russia and CIS)
As head of Russia and CIS operations of Smith 
Management LLC, a private US investment com-
pany, Mr. Alexander Nikolaev has in excess of  
12 years of experience managing private and 
public equity investments and real estate devel-
opment in Russia. He is a member of the invest-
ment committee of the MC Russian Market Fund 
and EPH. He is a member of the Investor Protec-
tion Association (Russian Shareholder Advocacy) 
and in 2003–2004 served as a Board Member of 
this association. He is a graduate of the Moscow 
State University for Foreign Affairs and State 
Diplomatic Academy of the Ministry for Foreign 
Affairs of Russia.

Yulia Makhinova (Russian) – Chief  
Financial Officer, Valartis Asset Management 
(Russia and CIS) 
Mrs. Yulia Makhinova is responsible for account-
ing and financial review, and financial reporting 
for the Valartis Group AG in Moscow. She began 
her career as a tax advisor with Pricewaterhouse-
Coopers in Moscow. Prior to joining Valartis 
Group AG, she was chief accountant at the 
 Moscow office of Skanska East Europe. She is a 
graduate of the Russian State Financial Academy 
and is a Chartered Public Accountant.
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Irina Borodina (Russian) – Financial 
Manager, Valartis Asset Management 
(Russia and CIS)
Ms. Irina Borodina is responsible for financial 
analysis and financial control of development 
and operating activities of EPH subsidiaries in 
Russia. She has more than seven years experi-
ence in real estate development and private 
 equity management. Prior to joining Valartis 
Group AG in 2006, she worked for the asset 
management division of Kalchuga Fund Ltd.,  
a private investment group. Ms. Borodina has an 
MBA degree in Finance from California State 
University.

Christine Spyrou-Catras (Canadian) –  
Director, Valartis International Ltd
Mrs. Spyrou-Catras began her career with 
 Goldman Sachs in Toronto and in 1997 moved  
to Cyprus where she was head of the Robert 
Fleming Office in charge of all administration 
and client related matters. In 1999, she became 
Branch Manager of Anglo Irish Bank where she 
opened and maintained all corporate and private 
accounts. Since 2002, she has been in charge of 
MCT Management Ltd, as administration man-
ager handling the trading execution and coordi-
nates all reporting requirements with local 
 authorities. She also acts as director for various 
Cyprus offshore companies. She holds a Com-
puter Programming Degree from Centennial 
 College in Toronto, Canada.
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Corporate Governance Report

Domicile 
2–4 Place du Molard
1211 Geneva 3
Switzerland

Swiss Security Number: 3447695 
ISIN Number: CH0034476959 
Market Capitalisation: CHF 68’754’452 

1. Group Structure 

1.1 Group structure 
The operative group structure of ENR is de-
scribed in note 1 to the Consolidated Financial 
Statements. 

The subsidiaries of ENR are described in note 3.2 
to the Consolidated Financial Statements. 

1.2 Significant shareholders 
Significant shareholders are disclosed in note 
10.3 to the Consolidated Financial Statements. 

ENR has no knowledge of any significant share-
holder agreements. 

1.3 Cross-shareholdings 
ENR is not aware of any cross shareholdings. 
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2. Capital Structure 

2.1 Capital 
The Company’s capital structure is disclosed  
in note 9 to the Consolidated Financial State-
ments. 

2.2 Change in capital 
Changes in capital are summarised in the con-
solidated statement of changes in equity. 

2.3 Shares and participation certificates 
Note 9 to the Consolidated Financial Statements 
contains a description of the Company’s shares. 
No participation certificates have been issued. 

2.4 Profit sharing certificates 
The Company has not issued any profit sharing 
certificates. 

2.5 Limitations on transferability and 
nominee registration
The Company’s Articles of Association do not 
foresee any restrictions on the transfer of the 
Company’s shares. As the Company has no other 
than bearer shares issued, there are no rules on 
registration in a shareholder register.

3. Board of Directors

3.1 Members of the Board of Directors
As of December 31, 2008, the Board of Directors 
is composed of the following members:

Gustav Stenbolt
Executive member, Chairman  
(Norwegian national, first election in 2007)
Mr. Gustav Stenbolt is CEO of the Valartis Group 
and Valartis Bank AG, Zurich, Chairman of the 
Board of Directors of Valartis Asset Manage-
ment S.A. and Valartis Wealth Management S.A., 
Geneva; ENR Russia Invest SA, Geneva; and MCG 
Holding AG, Baar; Chairman of the Supervisory 
Board of Valartis Bank (Austria) AG, Vienna, and 
Valartis Europe AG, Vienna. Mr. Gustav Stenbolt 
is also a member of the Board of Directors of 
Eastern Property Holdings Ltd, Tortola (BVI) and 
Anglo Chinese Group, Hong Kong. He founded 
the MCT Group in 1996.

Christoph Löw
Non-executive member, Vice-Chairman 
(Swiss national, first election in 2007, 
resigned with effect 31 December 2008)
Dr. Christoph Löw is an attorney-at-law and 
 Senior Counsel of the Vischer law firm in Basel. 
He has studied at the Universities of Basel and 
Geneva and obtained his doctoral degree from 
the Law faculty of the University of Basel.  
Dr. Löw is a director and Chairman of the Board 
of Hansa Aktiengesellschaft (a significant share-
holder of ENR) and director of Growth Value 
 Opportunities SA. Dr. Löw resigned from the 
Board with effect 31 December 2008.
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Walter Fetscherin
Non-executive member 
(Swiss national, first election in 2007)
Dr. Walter Fetscherin studied at the Law Faculty 
of the University of Zurich, Vienna and Heidel-
berg, including a doctorate of Law from Zurich 
University. In 1973 he joined the Swiss depart-
ment of Foreign Affairs and has since served in 
diplomatic postings in Poland, the USSR and 
Canada. He was Swiss Ambassador to South 
 Korea, the Czech Republic and up until 2003 he 
served as Swiss Ambassador to Russia, Kazakh-
stan and Turkmenistan, Armenia, Azerbaijan and 
Georgia. He is currently a member of the board 
of the MC Russian Market Fund and a board 
member of PSA International SA and other pri-
vate companies. Dr. Fetscherin is also President 
of the Joint Chamber of Commerce (JCC, Switzer-
land-Russia, Ukraine, Kazakhstan, Belarus and 
Kyrgyzstan) and Chairman of the Advisory Board 
of Nestle Russia LLC.

3.2 Other activities and functions
See Corporate Governance, note 3.1

3.3 Cross involvement
See Corporate Governance, note 3.1

3.4 Election and term of office
Each member of the Board is elected for a period 
of 1 year, expiring at the first ordinary General 
Assembly following his or her election. There is 
no limitation on re-election. The time of first 
election has been disclosed under Corporate 
Governance, note 3.1.

3.5 Internal organizational structure
Physical Board meetings are usually held 4 times 
per year. The duration of the meetings is nor-
mally 3 hours. Board members physically attend 
at least 3 meetings per year. In addition, confer-
ence calls are organized occasionally. 

The Board has formed the Audit committee 
composed of Gustav Stenbolt and Walter 
Fetscherin. It meets at least twice a year.

The Board is regularly informed on the activity 
of the Company by the Investment Manager, 
who formally reports during Board meetings.

3.6 Definitions of areas of responsibility
The Board is responsible for managing the busi-
ness affairs of the Company in accordance with 
the Company’s memorandum and Articles of As-
sociation. The day to day management, however, 
has been delegated to the Investment Manager, 
who appoints the Investment Committee mem-
bers (see Corporate Governance, note 4.3). 

3.7 Information and control instruments
The Investment Manager reports the Company’s 
NAV and investment portfolio to the Board on a 
regular basis and participates in all Board meet-
ings. Furthermore, changes in the investment 
strategy and major investments are discussed 
on the level of the Board. Day to day investment 
decisions are made by the Investment Commit-
tee in accordance with the investment guide-
lines. Board approval is required for all major 
new investments and also for the disposal of ex-
isting investments.
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4. Investment Committee

The Investment Committee formulates the in-
vestment strategy of the Company.

4.1 Members of the Investment Committee
The members of the Investment Committee are 
as follows:

Ben de Bruyn
Mr. Ben de Bruyn joined the Valartis Group AG 
during 2006 and has more than 12 years of 
 experience advising in merger and acquisitions, 
capital raisings, privatizations and group re-
structurings. Prior to joining Valartis Group AG 
(with responsibility for the private equity busi-
ness), he led the corporate finance division of 
Brait SA, a South African private equity and 
 investment advisory group. At Brait, he was in-
volved in a number of large private equity trans-
actions, including leveraged buy-outs of listed 
companies. Prior to that he worked for the capi-
tal market teams of both Absa Bank Ltd and First 
Rand Ltd. He holds business and legal degrees 
from the University of Stellenbosch, South Africa 
as well as a postgraduate diploma in taxation 
from the Rand Afrikaans University, South  
Africa. In 1993, he was admitted as an attorney 
of the High Court of South Africa.

Philipp LeibundGut 
Mr. Philipp LeibundGut is a director of Valartis 
Group AG and is also a board member of Swiss 
listed EPH. He is a board member of a number of 
private companies. He previously headed up the 
private equity business of Valartis Group AG  

and has more than 10 years of private equity ex-
perience in the CIS. Previously he worked for 
Hansa AG, one of the significant shareholders  
of the Company. Mr. Philipp LeibundGut has also 
worked as a broker for Credit Suisse on the Basel 
Stock Exchange. He is a graduate in business 
economics from the Basel University of Applied 
Sciences, Switzerland.

Gustav Stenbolt
See Corporate Governance, note 3.1 “Board of 
Directors”.

Alexander Nikolaev
As head of Russia and CIS operations of Smith 
Management LLC, a private US investment com-
pany, Mr. Alexander Nikolaev has in excess of  
12 years of experience managing private and 
public equity investments and real estate devel-
opment in Russia. He is a member of the invest-
ment committee of the MC Russian Market Fund 
and EPH. He is a member of the Investor Protec-
tion Association (Russian Shareholder Advocacy) 
and in 2003–2004 served as a Board Member of 
this association. He is a graduate of the Moscow 
State University for Foreign Affairs and State 
Diplomatic Academy of the Ministry for Foreign 
Affairs of Russia.

Yulia Makhinova 
Mrs. Yulia Makhinova is responsible for account-
ing and financial review, and financial reporting 
for the Valartis Group AG in Moscow. She began 
her career as a tax advisor with Pricewaterhouse-
Coopers in Moscow. Prior to joining Valartis 
Group AG, she was chief accountant at the 
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 Moscow office of Skanska East Europe. She is a 
graduate of the Russian State Financial Academy 
and is a Chartered Public Accountant.

Irina Borodina
Ms. Irina Borodina is responsible for financial 
analysis and financial control of development 
and operating activities of EPH subsidiaries in 
Russia. She has more than seven years experi-
ence in real estate development and private 
 equity management. Prior to joining Valartis 
Group AG in 2006, she worked for the asset 
management division of Kalchuga Fund Ltd.,  
a private investment group. Ms. Borodina has an 
MBA degree in Finance from California State 
University.

Christine Spyrou-Catras
Mrs. Spyrou-Catras began her career with 
 Goldman Sachs in Toronto and in 1997 moved  
to Cyprus where she was head of the Robert 
Fleming Office in charge of all administration 
and client related matters. In 1999, she became 
Branch Manager of Anglo Irish Bank where she 
opened and maintained all corporate and private 
accounts. Since 2002, she has been in charge of 
MCT Management Ltd, as administration man-
ager handling the trading execution and coordi-
nates all reporting requirements with local 
 authorities. She also acts as director for various 
Cyprus offshore companies. She holds a Com-
puter Programming Degree from Centennial 
 College in Toronto, Canada.

4.2 Other activities and vested interests
See Corporate Governance, note 3.1 “Board of 
Directors”.

4.3 Investment management agreement
ENR has appointed Valartis International Limited 
as its Investment Manager to provide overall in-
vestment management services for ENR and all 
its subsidiary companies, in accordance with the 
terms of the investment management agree-
ment dated 15 November 2007. The Investment 
Manager is a wholly owned subsidiary of Valartis 
Group AG. Pursuant to the investment manage-
ment agreement, the Investment Manager is 
 responsible on a day-to-day basis for investing, 
reinvesting and supervising the Company’s as-
sets in accordance with its Investment Guide-
lines. The duties of the Investment Manager 
shall comprise, inter alia, research work with re-
gards to appropriate investment opportunities 
and expert advice on investments and divest-
ments. In addition, it shall ensure that the Com-
pany and its subsidiaries will be properly admin-
istered, designate external advisors to the 
Company and the subsidiaries, pursuant to in-
structions and under the supervision of the 
Board.
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5. Compensation, Shareholdings  
and Loans

5.1 Content and method of compensation
Remuneration to Directors is a fixed cash com-
pensation, determined on an individual basis 
and periodically reviewed by the compensation 
committee. It is the Company’s policy not to 
grant compensation to directors who are also 
officers of the Investment Manager. No shares, 
options or warrants have been allotted to the 
members of the Board or the Investment 
Committee.

The directors will be reimbursed for traveling, 
hotel and other expenses reasonably incurred in 
the performance of their duties as members of 
the Board. The directors and officers of the 
Company will be covered by a directors’ and of-
ficers’ liability insurance entered into by the 
Company.

5.2 Compensation for acting members  
of governing bodies
Total compensation paid to non-executive di-
rectors for 2008 was CHF 75,000.00.

5.3 Compensation for former members  
of govening bodies
No compensation was paid to former members 
of the governing bodies.

5.4 Share allotment
In January 2008, ENR completed the placement 
of 134,842 new bearer shares, each with a par 
value of CHF 12.40, at a price of CHF 32.00 per 
share. The net proceeds from this offering, after 
deducting expenses, were CHF 3,931,259. These 
proceeds will be used to further ENR’s private 
equity investment activities in Russia and other 
members of the CIS.

5.5 Share ownership
Dr. Christoph Löw, a director of the Company 
(resigned with effect 31 December 2008), owns 
350 shares in the Company.

5.6 Options
The members of the Company’s Board, the mem-
bers of the Company’s Investment Committee 
and parties closely linked to such persons did 
not hold any options on shares of the Company 
as of December 31, 2008.

5.7 Additional fees and remunerations
Neither additional fees nor remunerations were 
paid during the period under review.

5.8 Loans to members of governing bodies
The Company did not grant any loans to mem-
bers of the Board.

5.9 Highest total compensation
The highest total compensation paid to a Direc-
tor during 2008 was CHF 50,000.00.
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6. Shareholders’ Participation

6.1 Voting rights
The Company’s statutory provisions with regards 
to shareholders participation rights are in line 
with applicable legal provisions. There are no 
voting rights restrictions.

6.2 Statutory quorums
Statutory quorums are in line with the applica-
ble legal provisions.

6.3 Convocation of shareholders meetings
Statutory rules on the convocation of share-
holders meetings are in line with the applicable 
legal provisions.

6.4 Agenda
Shareholders holding shares with a total nomi-
nal value of CHF 1 million may request in writing 
that additional items are added to the proposed 
agenda.

6.5 Inscriptions into share register
All of the Company’s shares have been issued in 
the form of bearer shares. Therefore, the Com-
pany does not maintain a shareholders’ register.

7. Changes of Control and  
Defence Measure

7.1 Duty to make an offer
Pursuant to Art. 32 of the Federal Act on Stock 
Exchanges and Securities Trading of March 24, 
1995 (“SESTA”) an offeror who acquires directly 
or indirectly 33 1/3 % of the voting rights of the 
Company will be required to make a public offer 
to acquire all the listed securities of the Com-
pany. Pursuant, however, to Art. 11 of the Com-
pany’s Articles of Association, Art. 32 SESTA 
shall not apply with respect to the Company.  
A purchaser of shares of the Company will there-
fore not be obliged to make a public tender offer 
under Art. 32 SESTA.

7.2 Clauses on change of control
At the date of this report, the Company has not 
entered into any agreements that trigger finan-
cial consequences in the case of a change of 
control.
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8. Auditors

8.1 Duration of mandate and term of office
PricewaterhouseCoopers SA is acting as the 
 auditor of the Company since incorporation. The 
auditor is elected by the general assembly for 
the term of a one-year duration. Pricewater-
houseCoopers SA is also the auditor of all sub-
sidiaries. For the Company, Mr. Alex Astolfi is 
the auditor in charge since 2007.

8.2 Auditing fees
For the financial year 2008, CHF 48,420.00 was 
paid to the Company’s auditor.

8.3 Additional fees
Additional fees of CHF 2,690.00 were paid to the 
Company’s auditor for services rendered in rela-
tion to the Company’s capital increase (see Cor-
porate Governance, note 5.4).

8.4 Supervisory and control instruments
At least one member of the audit committee is 
in contact with the auditor in charge on an on-
going basis. Furthermore, it is the Company’s 
policy to hold a formal audit meeting between 
the Board of Directors and the auditor in charge 
once a year.

9. Information Policy
The Company has appointed Rhône-Audit 
 Société Fiduciaire SA, a wholly owned subsidiary 
of Pictet & Cie, Switzerland, for the calculation 
of its NAV and Attributable NAV per share, which 
is published on a quarterly basis. Audited annual 
reports as at December 31, are published within 
4 months after closing. Semi-annual reports as 
at June 30, generally unaudited, are published 
within 2 months after closing.

Furthermore, information can be obtained by 
contacting the Company in writing, by phone or 
by fax:

ENR Russia Invest SA
Investor Relations
2–4 Place du Molard
P.O. Box 3458
1211 Geneva 3
Switzerland
Tel: +41 (0)22 716 1000
Fax: +41 (0)22 716 1001
E-mail: contact@enr.ch
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Risk Factors

1. General

The risks and uncertainties described in this 
 section comprise the material factors currently 
known to the Board of ENR. These risk factors 
focus on the ENR private equity activities con-
ducted in Russia, which comprises approximate-
ly three quarters of the economic activity of the 
CIS. 

Since other countries that form part of the CIS 
all face largely similar challenges arising from 
being part of the former Communist Soviet 
Union, most of the Russian risk factors will also 
apply to other CIS countries in varying degrees. 

2. Risk factors – ENR’s investment 
environment

ENR’s investment activities in Russia and other 
CIS countries involve a high degree of risk  
and special considerations not typically associ-
ated with companies in more highly regulated 
environments.

Economic Risks in Russia

Economic instability in Russia could adversely 
affect ENR’s operations as well as its investments 
and growth strategy 

The economy of Russia in the first decade after 
the dissolution of the Soviet Union was at vari-
ous times characterised by:

significant declines in gross domestic product;•	
hyperinflation;•	
an unstable currency;•	
high government debt relative to gross •	
domestic product;
a weak banking system providing limited •	
liquidity to Russian enterprises;
high levels of loss-making enterprises that •	
continued to operate due to the lack of 
effective bankruptcy proceedings;
significant use of barter transactions and •	
illiquid promissory notes to settle commer-
cial transactions;
widespread tax evasion;•	
growth of a black and grey market economy;•	
pervasive capital flight;•	
high levels of corruption and the penetration •	
of organised crime into the economy;
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significant increases in unemployment and •	
underemployment;
the impoverishment of a large portion of  •	
the Russian population;
lower growth cycles; and •	
liquidity constraints.•	

Although Russia, in the past few years, has ben-
efited from the increase in global commodity 
prices, spurring, inter alia, a rise in disposable 
income and an increase in consumer spending, 
and significantly strengthening the economy on 
the whole, the Russian economy has, in the past, 
been subject to abrupt downturns. For example, 
during August 1998, in the face of a rapidly de-
teriorating economic situation, the Russian gov-
ernment defaulted on its rouble-denominated 
securities, the CBR stopped its support of the 
rouble and a temporary moratorium was im-
posed on certain hard currency payments. These 
actions resulted in an immediate and severe de-
valuation of the rouble and a sharp increase in 
the rate of inflation, a dramatic decline in the 
prices of Russian debt and equity securities, and 
an inability of Russian issuers to raise funds in 
the international capital markets. These prob-
lems were aggravated by the near collapse of 
the Russian banking sector in connection with 
the same events. This further impaired the abil-
ity of the banking sector to act as a reliable 
source of liquidity to Russian companies, and 
resulted in the widespread loss of bank 
deposits.

During 2008, after a period of sustained high 
growth characterised, inter alia, by high oil and 
gas prices, a world wide liquidity crunch has 
 developed after the collapse of high profile US 
based financial institutions linked to sub-prime 
assets. Russia did not escape the impact of the 
resultant downturn and has also experienced  
a severe slow down in credit availability, whilst 
liquidity has dried up.
 
The risk of a lower growth environment

The Russian economy has structural weaknesses. 
Accordingly, there can be no assurance that the 
positive trends in the Russian economy prior to 
mid 2008 – such as significant increases in gross 
domestic product, a relatively stable rouble, 
healthy foreign exchange reserves and a reduced 
rate of inflation – will continue or will not be 
abruptly reversed.

The risk of rouble depreciation

Prior to 2005, a policy of gradual nominal rouble 
depreciation, in the face of strong oil-related in-
flows, caused inflation to become entrenched at 
a relatively high level. Since then, increased rou-
ble appreciation as a result of greater exchange 
rate flexibility has helped set inflation, and in-
flationary expectations, on a downward path.

However, since September 2008, due to the im-
pact of the lower liquidity situation, lower oil 
and commodity prices etc, the rouble has come 
under pressure. 
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A weaker rouble undermines the rouble bond 
market sentiment. The rouble outlook will shape 
market sentiment in the rouble bond market in 
the near term. Foreign investors who are still 
positioned in rouble bonds will do their best to 
close long positions – increasing pressure on 
rouble bonds in the short term.

It is likely that we will see policies favouring  
a more stable USD/RUB at the expense of a more 
volatile RUB/basket. The CBR may weaken the 
rouble to the basket going forward, but particu-
larly if the euro strengthens against the dollar. 
On the contrary, should the euro lose ground 
against the USD, the CBR may put further moves 
on hold, or possibly, even partially reverse them. 
This policy would achieve the following goals: it 
would hold the USD/RUB relatively more stable 
in order to keep depositors calm, and yet it 
would remove devaluation pressures by making 
the RUB/basket unpredictable. Finally, it would 
serve to help producers, particularly from the 
EUR/RUB angle.

The Russian economy is vulnerable to global 
economic downturns and is still dependent on 
world commodity prices

The Russian economy is vulnerable to market 
downturns and economic slowdown elsewhere 
in the world. As has happened in the past, fi-
nancial problems or an increase in the perceived 
risks associated with investing in emerging 
economies could dampen foreign investment in 
Russia and adversely affect the Russian econo-

my. Additionally, because Russian produces and 
exports large quantities of oil and gas, metals 
and other commodities, the Russian economy is 
still vulnerable to world commodity prices, and 
a decline in the price of oil in particular could 
slow or disrupt the Russian economy, which 
could have an adverse effect on ENR’s invest-
ments and therefore could adversely affect 
ENR’s business and the value of its shares.

Indeed, Russia is one of the countries that has 
benefited the most from the increasing oil prices 
over the last few years. Inversely, it is also 
touched by the sharp drop in oil (and other com-
modity prices) since early summer 2008.

Traditional Russian oil deposits are declining and 
oil companies are facing high capital investment 
for new exploration and expansion. A lower oil 
price may encourage some shift of capital in-
vestment from refining to upstream develop-
ment, as the tax burden on crude exports light-
ens relative to taxes on production, refining and 
sales of refined products. However, Rosprirod-
nadzor (“RP”), Russia’s Federal Service for Super-
vising Natural Resources, recently reported that 
that the agency received notification from four 
to five oil companies that they intend to de-
crease their exploration investments in 2009. 
Major Russian oil companies will cut investment 
programmes due to huge debt repayments which 
they have to make in 2009. They wish to post-
pone investments in less attractive exploration 
areas for one to two years (trigger a violation of 
licence terms and asking RP to change terms). 
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RP would consider this if the companies confirm 
exploration investments at a level of at least 
50 % of previously agreed figures.

The impact of a lower liquidity situation  
for Russian companies

Russia is experiencing a liquidity crunch in its 
banking sector, caused by both external and 
 internal pressures. This prompted government 
measures to provide liquidity – the CBR and 
Ministry of Finance made substantial moves to 
increase liquidity to the banking sector.

However, large foreign reserves give room for 
government actions. Considering the significant 
reserves accumulated in the Reserve and the 
National Welfare Funds, at the end of December 
2008 Russia’s aggregate foreign reserves were 
USD 427 billion (inclusive of fund balances), the 
third largest of its kind in the world.

The lower liquidity environment could have an 
adverse effect on ENR’s investments and there-
fore could adversely affect ENR’s business and 
the value of its shares.

The physical infrastructure in Russia is in poor 
condition, which could disrupt normal business 
activity

The physical infrastructure largely dates back to 
Soviet Union times and has not yet been ade-
quately funded and maintained since the disso-
lution of the Soviet Union. Particularly affected 

are the rail and road networks; electric power 
generation, transmission and distribution; 
 district heating systems and water utilities; 
communication systems; and building stock. 
Electricity and heating shortages in some of the 
regions have disrupted the local economies. 
Other parts of the country face similar challeng-
es, or may be expected to face them in the not 
too distant future. The government is actively 
pursuing the reorganisation of the nation’s rail, 
electricity and telephone systems. Any such re-
organisation may result in increased charges 
and tariffs while failing to generate the antici-
pated capital investment needed to repair, main-
tain and improve these systems. The deteriora-
tion of the physical infrastructure harms the 
national economy, disrupts access to communi-
cations, adds costs to doing business in Russia 
and can interrupt business operations. This could 
have an adverse effect on ENR’s investments 
and therefore could adversely affect ENR’s busi-
ness and the value of its shares.

The official credit rating for Russia has a 
material impact on the behaviour of investors

The major rating agencies, Standard and Poor’s, 
Moody’s and Fitch, have investment grade rat-
ings on Russian government bonds. It is possible 
that in future Russia may be downgraded or that 
the rating agencies refrain from assigning fur-
ther rating improvements. Both scenarios may 
deter investors from investing in Russia and 
therefore reduce the potential capital inflows 
into Russia, and commercial banks may limit 
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their financing of assets in Russia or seek to re-
duce existing risks, which could have an adverse 
effect on ENR’s investments and therefore could 
adversely affect ENR’s business and the value of 
its shares.

The Russian banking and financial system 
remains underdeveloped and another banking 
crisis could place liquidity constraints on  
ENR’s business and adversely affect its financial 
condition

Despite the rapid growth of the Russian banking 
sector and although the situation has been im-
proving, this sector and other financial systems 
are not yet well developed or regulated, and 
Russian legislation relating to banks and bank 
accounts is subject to varying interpretations 
and inconsistent applications. Many Russian 
banks do not meet international banking stan-
dards, and the transparency of the Russian 
banking sector still lags far behind internation-
ally accepted norms. As a result, the banking 
sector remains subject to periodic instability. For 
example, in May 2004, the CBR withdrew the 
banking license of Sodbusinessbank for violat-
ing anti-money laundering laws. This event, to-
gether with rumours of possible withdrawals of 
licenses of other banks, led to the destabilisa-
tion of the Russian interbank loan market in 
June 2004, which in turn resulted in a tempo-
rary broader loss of confidence in the Russian 
banking system. That loss of confidence resulted 
in a large number of depositors withdrawing 
their bank deposits, causing temporary liquidity 
problems throughout the whole banking system, 

as a result of which several Russian banks limit-
ed or suspended their operations. The CBR un-
dertook a number of steps towards stabilising 
the banking sector, such as reducing the reserve 
requirements and expanding governmental de-
posit guarantees, and the Russian banking sec-
tor has since stabilised. However, another bank-
ing crisis, or the bankruptcy or insolvency of 
banks through which ENR receives or with which 
ENR holds funds, could result in the loss of its 
deposits or adversely affect ENR’s ability to 
complete banking transactions in Russia, which 
could adversely affect ENR’s business and the 
value of its shares.

Labour shortages

An increased tightness in the labour market may 
cause shortages of certain skills and, inter alia, 
has been a contributing factor to higher wages. 
These trends could contribute to a slow down of 
gross profits of businesses, which could ad-
versely affect ENR’s results of operations and 
the value of its shares.

The risk of a higher inflation environment

Russian officials have recently stated that the 
intervention of the government in the in the eq-
uity and money markets has increased inflation-
ary pressure and expect the rescue measures to 
contribute to year-on-year consumer inflation 
by one to two percentage points. This would in-
crease the official inflation estimate from 11.8 % 
in FY 2008 to around 13.5 %. Inflationary pres-
sures may further increase and there is no guar-
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antee that official government forecasts for in-
flation will not be exceeded, which could impact 
negatively on growth, which could have an ad-
verse effect on ENR’s investments and therefore 
could adversely affect ENR’s business and the 
value of the shares.

Market risk in Russia

Investments in Russia may be highly volatile. 
Price movements are influenced by a wide vari-
ety of factors. World commodity price move-
ments, particularly crude oil and gas, will impact 
on economic and corporate performance in Rus-
sia. Other factors include, but are not limited to, 
changing supply and demand relationships, gov-
ernment, trade, fiscal, monetary and exchange 
control programmes and policies, national and 
international political and economic events as 
well as changes in interest rates. In addition, 
from time to time governments intervene in 
 certain markets. Such interventions are often 
intended to influence prices.

Political and Regulatory Risks in Russia

Political instability in Russia could negatively 
affect the value of ENR’s investments

Since 1991, Russia has moved from a one-party 
state with a centrally-planned economy to a 
federal republic with democratic institutions 
and a market-oriented economy. Yet the Russian 
political system remains vulnerable to popular 
dissatisfaction, including dissatisfaction with 
the results of privatisations in the 1990s, as well 

as to demands for autonomy from particular re-
gional and ethnic groups. The course of political 
and economic reform has in some respects been 
uneven, and the composition of the Russian 
government – the prime minister and the other 
heads of federal ministries – has at times been 
unstable. For example, six different prime minis-
ters headed governments between March 1998 
and May 2000. Throughout most of his first 
four-year term of office, President Putin main-
tained governmental stability. In addition, elec-
tions to the lower house of the legislature, the 
State Duma, in December 2003 resulted in a 
substantial majority for parties sympathetic to 
President Putin. In February 2004, just before 
his election to a second term as president, Presi-
dent Putin dismissed his entire cabinet, includ-
ing the prime minister. He subsequently ap-
pointed Mr. Mikhail Fradkov as Prime Minister 
and issued a presidential decree that signifi-
cantly reduced the number of federal ministries, 
redistributed certain functions amongst various 
agencies of the Russian government and an-
nounced plans for a major overhaul of the fed-
eral administrative system. Many of these 
changes have since been implemented. President 
Putin has also announced and implemented a 
proposal that the executives of sub-federal po-
litical units no longer be elected by the popula-
tion, but instead be nominated by the President 
of Russia and confirmed by the legislature of the 
sub-federal political unit. President Putin has 
also eliminated individual races for the State 
Duma, and that all votes would instead be cast 
for political parties.
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Future changes in government, major policy 
shifts or lack of consensus between various 
branches of the government and powerful eco-
nomic groups could also disrupt or reverse eco-
nomic and regulatory reforms. The December 
2007 parliamentary elections were held under 
new rules which prohibit candidates from run-
ning as independents from single-mandate elec-
toral districts and deputies can now only be 
elected as members of a party that receives at 
least seven per cent of all the votes cast (previ-
ously five per cent).

Politically the transition from Mr. Vladimir Putin 
to Mr. Dmitry Medvedev as President went 
smoothly, though with Mr. Putin in the role of 
Prime Minister, there is still different opinions 
on who is the “real” centre. There are always 
risks inherent to any political transformation 
and this could have an adverse effect on ENR’s 
investments and therefore could adversely af-
fect ENR’s business and the value of its shares. 
There is also no guarantee that the stable politi-
cal situation will necessarily remain.

Political conflicts create an uncertain operating 
environment that hinders ENR’s long-term 
planning ability and could adversely affect the 
value of its investments in Russia

The delineation of authority among the many 
districts, regions, internal republics and the fed-
eral government in Russia, as well as among co-
ordinate branches of government, is often un-
clear. The Russian political system is vulnerable 
to tensions and conflicts among federal, region-

al and local authorities over various matters, in-
cluding land ownership, tax revenues, regulatory 
authority and regional autonomy. Similar ten-
sions and conflicts may also exist among vari-
ous regulatory authorities within the federal 
government or within any given regional or local 
government. The resultant lack of coordination 
between the federal government and local or re-
gional authorities has often resulted in the en-
actment of conflicting legislation at various lev-
els. Some of these laws, and governmental and 
administrative decisions implementing them, as 
well as certain transactions consummated pur-
suant to them, have in the past been challenged 
in the courts, and such challenges may occur in 
the future.

Regional political conflicts between Russia and 
its neighbouring countries could also be very 
disruptive and in a worst case scenario spill over 
in longer term regional conflict and/or war,  
as was seen recently with the war in Georgia 
over a dispute over the break-away areas of 
South Ossetia and Abkhazia.

Such political and legal factors hinder ENR’s 
long-term planning efforts and create uncer-
tainties in its operating environment, both of 
which may inhibit or prevent the implementa-
tion of ENR’s growth strategy and may adversely 
affect ENR’s operations in Russia and therefore 
could adversely affect ENR’s business and the 
value of its shares.
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Crime and corruption could disrupt ENR’s ability 
to conduct its business in Russia

The political and economic changes in Russia 
since the early 1990s have resulted, at times, in 
pervasive lawless behaviour. Government offi-
cials, from time to time, have been reported to 
engage in selective investigations, prosecutions 
and impositions of sanctions to further person-
al, political or pecuniary interests and agendas, 
whether on their own initiative or at the instiga-
tion of private third parties (including business 
competitors of the targets of such government 
actions). Bribery in Russian business does exist, 
and is of particular concern in the construction 
industry. A significant number of Russian media 
organisations act as conduits for smear cam-
paigns, and publish biased articles in return for 
payment. Any allegation of involvement in these 
or other questionable practices would pose a 
risk of prosecution and of possible civil, criminal 
or administrative liability. Any of these fore-
going could disrupt ENR’s ability to conduct its 
business, result in harm to ENR’s reputation and 
adversely affect the value of its shares.

Social instability could result in increased 
violence and support for renewed centralisation 
of authority, renationalisation or expro- 
priation of property and limitations on foreign 
investment

In the past, the government and certain private 
enterprises failed to pay full salaries to its em-
ployees and salaries and benefits generally have 
not kept pace with the rapidly increasing cost of 

living. Should any similar situation occur in fu-
ture, it could lead to labour and social unrest. 
The elimination of many subsidised services for 
pensioners in January 2005 led to large-scale 
nationwide protests, which caused the govern-
ment to re-evaluate the scope and pace of its 
programme to reform distortionary economic 
policies. Civil unrest may have other significant 
political, social and economic consequences, 
such as increased violence and support for re-
newed centralisation of authority; renationali-
sation or expropriation of property; or restric-
tions on foreign involvement in the economy of 
Russia. Any of these factors could have an ad-
verse effect on ENR’s investments and therefore 
could adversely affect ENR’s business and the 
value of its shares.

Weaknesses relating to the Russian legal system 
and Russian legislation create an unpredictable 
environment for investment and for business 
activity in Russia

Russia is developing the legal framework re-
quired to support a market economy. In the past, 
it was not always possible to determine in ad-
vance whether a proposed course of action was 
legal, or would be considered legal by a court  
or other governmental authority of competent 
 jurisdiction, because:

the lack of consensus at times about the aims, •	
scope, content and pace of economic and 
political reform, and the rapid evolution of 
the Russian legal system in ways that may 
not always coincide with market develop-
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ments, place the enforceability and underly-
ing constitutionality of laws in doubt;
legal norms at times overlap or contradict •	
one another;
a number of fundamental Russian laws have •	
only recently become effective;
there remain significant gaps in the legal •	
framework due to the delay or absence of 
regulations implementing certain legislation;
certain judges and courts are still relatively •	
inexperienced in interpreting legislation  
in accordance with new principles established 
under reformed statutes;
there is limited authoritative guidance on •	
legislative interpretation, whether judicial, 
administrative, academic or otherwise; and
legislative history is frequently unavailable •	
or inaccessible, and databases of judicial 
decisions and administrative orders are 
sometimes out of date and in some areas  
of law simply do not exist.

Such ambiguities, inconsistencies and anomalies 
result in an unpredictable legal environment 
that makes it more difficult to conduct our busi-
ness, complete transactions, enforce ENR’s con-
tractual rights and defend ENR against claims by 
third parties, which may adversely affect ENR’s 
business and operations. If a Russian court or a 
governmental authority takes a position unfa-
vourable to ENR, it could adversely affect ENR’s 
business and the value of its shares.

General lack of independence and relative inex-
perience of the judiciary, the difficulty of en-
forcing court decisions and governmental dis-

cretion in instigating, joining and enforcing 
claims could prevent ENR or its investors from 
obtaining effective redress in court proceedings, 
materially adversely affecting an investment in 
the ENR shares.

The independence of the judicial system and its 
immunity from economic, political and national-
istic influences in Russia is debatable. The court 
system is generally understaffed and under-
funded. Certain judges and courts are still inex-
perienced in the area of international financial 
transactions. Judicial precedents generally have 
no binding effect on subsequent decisions. Not 
all Russian legislation and court decisions are 
readily available to the public or organised in  
a manner that facilitates understanding. The 
Russian judicial system can be slow and enforce-
ment of court orders can, in practice, be very 
difficult. All of these factors make judicial deci-
sions in Russia difficult to predict and effective 
redress uncertain. Additionally, court claims are 
sometimes used in furtherance of political aims. 
ENR may be subject to such claims and may not 
necessarily be able to receive a fair hearing. Ad-
ditionally, court orders are not always enforced 
or duly followed by law enforcement agencies. 
These uncertainties also extend to property 
rights, including legislation enacted to protect 
private property against nationalisation and ex-
propriation, and can adversely affect ENR’s busi-
ness and the value of its shares.

42



Arbitrary government action in Russia

Government authorities have a high degree of 
discretion in Russia and at times some subordi-
nate officials exercise their discretion arbitrarily 
without being duly controlled by other authori-
ties, without hearing or prior notice, without 
public scrutiny and sometimes in a manner that 
may not be in full accordance with the law or 
that may be influenced by political or commer-
cial considerations. The government has the 
power in certain circumstances, by regulation or 
government act, to interfere with the perfor-
mance of, nullify or terminate contracts. Exam-
ples of arbitrary or capricious government ac-
tions which negatively impact the commercial 
sector include withdrawals of licenses, imposi-
tion of moratoria on convertibility or repatria-
tion of hard currency, sudden tax audits (includ-
ing tax audits involving raids by heavily armed 
police), criminal prosecutions, civil actions and 
interference into affairs of private persons and 
organisations. According to Russian and inter-
national press reports, federal and local govern-
ment entities have in some cases used legal 
loopholes and procedural ambiguities to invali-
date share issuances and registrations or to void 
transactions, merely for political purposes. Rus-
sian companies and their investors can be sub-
jected to government pressure through selective 
implementation of regulations and legislation 
that is either politically motivated or triggered 
by competing business groups. In this environ-
ment, our competitors may receive preferential 
treatment from the government, potentially giv-
ing them a competitive advantage over ENR. In 

addition, government actions of this kind could, 
if directed at ENR or Russian companies in which 
ENR invests, have a material adverse effect on 
ENR’s business and on the value of its shares.

In addition, in 2003 and 2004 the Ministry for 
Taxes and Levies aggressively cracked down on 
certain Russian companies’ use of tax-optimisa-
tion schemes, and press reports have speculated 
that these enforcement actions have been se-
lective and politically motivated. Unlawful or 
arbitrary government action, if directed at ENR 
or its portfolio companies, could have a material 
adverse effect on ENR’s business and on the 
value of its shares. For example, the Federal Tax 
Service determined that Yukos Oil Company 
owned in excess of USD 28 billion in back taxes 
and related penalties and, in December 2004 
 Yukos Oil Company’s major production subsid-
iary, Yuganskneftegaz, was auctioned in partial 
settlement of these obligations. In March 2005, 
President Putin announced that the government 
was considering plans to reform the system of 
tax collection and administration. However, in 
April 2005, according to press reports, a back 
tax claim against TNK-BP for 2001 was increased 
by approximately USD 842 million, brought  
the total claim against TNK-BP to approximately 
USD 982 million, although the claim was subse-
quently substantially reduced.

Russian tax system

Generally, taxes payable by Russian companies 
are substantial and numerous. These taxes in-
clude, among others:
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income taxes;•	
value-added and other sales-based taxes;•	
excise taxes;•	
property taxes; and•	
unified social tax and pension contributions.•	

Tax legislation is subject to frequent change and 
some of the laws related to the aforementioned 
taxes are comparatively new. Therefore, it is 
 often impossible to predict in advance how the 
Russian tax authorities will apply tax legislation 
in practice. Extensive court practice in respect 
of these questions does not exist. In practice, 
Russian tax authorities can be expected to 
 interpret the tax laws in a manner that rarely 
 favours taxpayers. However, differing interpre-
tations of tax regulations exist both among and 
within government ministries and organisations 
at the federal, regional and local levels, creating 
uncertainties and inconsistent enforcement. Tax 
declarations, together with other legal compli-
ance areas including, for example, customs and 
currency control matters, are subject to review 
and investigation by a number of authorities, 
which are enabled by law to impose severe fines, 
penalties and interest charges. Generally, tax-
payers are subject to tax audits covering a period 
of three calendar years immediately preceding 
the year in which the audit is conducted. Be-
cause the completion of an audit does not pre-
clude the tax authorities from subsequently 
bringing claims relating to the audited period, 
the statute of limitations is not entirely effec-
tive. Furthermore, in some instances, new tax 
regulations have been given retroactive effect in 
violation of the Russian constitution.

Financial statements of Russian companies are 
not consolidated for tax purposes. In addition, 
pursuant to legislation that entered into force 
on 1 January 2002, payments of inter-company 
dividends between two Russian entities are sub-
ject to a withholding tax of six per cent at the 
time they are paid out of profits, though this tax 
does not apply to dividends once they have 
 already been taxed. Effective from January 1, 
2008 the new procedure with respect to taxa-
tion of dividends receivable by Russian hold- 
ing companies will apply. The new law consti-
tutes a first step in the creation of a more 
positive tax regime for holding companies in 
Russia. A profit tax rate of zero per cent is es-
tablished for dividends receivable by Russian 
companies on investments meeting the following 
criteria: (i) the minimum ownership duration – 
not less than 365 days as at the day of the  
profit destribution decision; (ii) the minimum 
participation interest – an interest, including 
held through depository receipts, of not less 
than 50 % in the capital of the company paying 
dividends; (iii) the minimum investment thresh-
old – the investment into the company paying 
dividends exceeds 500 million roubles. The fore-
going conditions create tax risks in Russia that 
are more significant than those typically found 
in countries with more developed tax systems, 
imposing additional burdens and costs on our 
operations and the operations of Russian com-
panies in which we invest. These risks and un-
certainties complicate tax planning and related 
business decisions for us and our Russian port-
folio companies, potentially exposing them (and 
ENR) to significant fines and penalties and en-

44



forcement measures despite our best efforts at 
compliance, which could adversely affect ENR’s 
business and the value of its shares.

Limitations and restrictions on the conversion  
of roubles to hard currencies in Russia could 
increase ENR’s costs when making payments in 
hard currency and could cause ENR to default  
on its obligations in Russia

Within Russia, ENR’s ability to convert roubles 
into other currencies may be subject to rules and 
procedures that restrict the purposes for which 
conversion and payment in foreign currencies 
are allowed. In addition, because of the limited 
development of the foreign currency market in 
Russia, ENR may experience difficulty convert-
ing roubles into other currencies. Any delay or 
other difficulty in converting roubles into for-
eign currencies to make payments, or a delay or 
restriction in the transfer of foreign currency, 
could adversely affect ENR’s ability to meet its 
payment and debt obligations denominated in 
such other currencies, which could result in the 
loss of suppliers and contractors, acceleration 
of debt obligations and cross defaults.

In practice, minority shareholders have minimal 
legal recourse against companies or their officers 
and directors in Russia

Corporate governance standards for most Rus-
sian companies have been poor, and minority 
shareholders in Russian companies have experi-
enced difficulties in enforcing their legal rights 
and have suffered losses due to, for example, 

abusive share dilutions, asset transfers and 
transfer pricing practices. Shareholders’ meet-
ings have been irregularly conducted, and share-
holder resolutions have not always been re-
spected by management. Shareholders of some 
companies also suffered as a result of fraudu-
lent bankruptcies initiated by hostile creditors. 
Despite the recent enactment of corporate gov-
ernance, disclosure and reporting requirements 
and anti-money laundering legislation, most 
Russian companies and managers are not ac-
customed to, and resist, restrictions on their 
 activities arising from these requirements. In 
addition, although the Federal Law on Stock 
Companies provides that shareholders owning 
not less than one percent of the company’s 
shares may bring an action against members of 
the management board for damages incurred by 
the company, the concept of such fiduciary-
type duties of officers or directors to their com-
panies or shareholders is new to Russian law 
and derivative suits by shareholders on behalf of 
the company are not possible. Russian courts 
therefore do not as yet have sufficient experi-
ence with respect to suits based on such causes 
of action, as a result of which, adequate reme-
dies for violations of minority shareholder rights 
may still not be available in practice. Accord-
ingly, our rights may be violated by Russian 
companies in which ENR invests (or by the offi-
cers and directors of such companies), and ENR’s 
practical ability to pursue legal redress for such 
violations may be limited, which may adversely 
affect the value of ENR’s investments in such 
companies. This would adversely affect ENR’s 
business and the value of its shares.
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Russian courts may force a Russian legal  
entity into liquidation on the basis of formal 
non-compliance with certain requirements  
of Russian law in Russia

Certain provisions of Russian law may allow  
a court to order liquidation of a Russian legal 
entity on the basis of its formal non-compliance 
with certain requirements during the formation 
of such entity or during its operation. Although, 
like many other Russian companies, Russian 
companies in which ENR has invested (or their 
subsidiaries) or may invest may have failed from 
time to time to fully comply with all applicable 
legal requirements, so far as ENR is aware, none 
of the possible violations were significant, have 
caused any damage to anyone or have had any 
other negative consequences; the financial con-
dition of such companies has been satisfactory 
at all times; and such companies have always 
been capable of meeting all of their respective 
tax and other third party obligations in a timely 
fashion. Weaknesses in the Russian legal system 
create an uncertain legal environment, which 
makes the decisions of a Russian court or a gov-
ernmental authority difficult, if not impossible, 
to predict and it could have an adverse effect on 
ENR’s investments and therefore could adversely 
affect ENR’s business and the value of its 
shares.

Past transactions of ENR’s Russian portfolio 
companies and their subsidiaries may be 
challenged under mandatory provisions of 
Russian law, negatively affecting ENR’s   
business in Russia

ENR’s Russian portfolio companies and their 
subsidiaries (and their predecessor entities at 
different times) may have taken a variety of ac-
tions involving establishment of new business 
organisations, share issuances, share acquisi-
tions and disposals, valuations of property, so-
called “major transactions” and “interested party 
transactions”, transactions with state authori-
ties, state-owned entities and other transactions 
and actions that, if successfully challenged on 
the basis of non-compliance with applicable le-
gal requirements by competent state authori-
ties, counterparties in such transactions, share-
holders of the relevant companies (or their 
predecessors’ interest) or other interested par-
ties, could result in invalidation of such trans-
actions or actions or imposition of other liabili-
ties. The applicable provisions of Russian law are 
subject to different interpretations and there 
can be no assurance that the relevant compa-
nies would be able to successfully defend any 
challenge brought against such transactions or 
actions. Invalidation of any such transactions or 
actions or imposition of any such liability may, 
individually or in the aggregate, have an adverse 
effect on ENR’s investments and could therefore 
adversely affect ENR’s business and the value of 
its shares.
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Environmental risks in Russia

The lack of environmental controls in Russia has 
led to widespread pollution of the air, ground 
and water resources. The legislated environmen-
tal standards are not comparable to those of 
Western Europe and therefore pollution-related 
liabilities of any business may not be determin-
able at the time ENR is considering any invest-
ment which may be effected by environmental 
issues.

Currently, ENR has no investment in Russia that 
is subject to increasingly stringent environmen-
tal laws and regulations to the protection of 
 human safety and the environment. However, 
future investments in Russia may be subject to 
strict environmental requirements and compli-
ance with health, safety and environmental laws 
and regulations may then have a material ad-
verse effect on the financial position of a port-
folio company (and hence on the financial posi-
tion of the Company). New environmental laws 
and regulations in Russia may require tougher 
requirements for environmental permits and 
 licences, increasing enforcement of or new in-
terpretations of existing laws, regulations of 
 licences or the discovery of previously unknown 
areas of contamination. This may require future 
portfolio investment companies to incur addi-
tional expenditure to modify operations, install 
pollution control equipment, perform remedia-
tion, curtail or cease certain operations, or pay 
fees or fines or make other payments for the 

discharge or other breaches of environmental 
standards. That could then have a material ad-
verse impact on the financial performance of 
the relevant portfolio company and consequently 
have a similar impact on ENR. 
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3. Risk factors relating specifically  
to ENR

Limited diversification/ leverage of individual 
investments

Subject to the Investment Guidelines, ENR avoids 
traditional asset allocation procedures as a 
means of mitigating investment risk. Instead, 
ENR’s investment process may result in the 
 selection of an investment, which, in the port-
folio context, constitutes a relatively high level 
of concentration risk. This exposure may be in-
creased through the leverage of debt capacity or 
the use of financial derivative instruments.

Historical returns on investments should not be 
considered as indicative of future results

The internal rate of returns relating to the his-
torical performance of current and past private 
equity investments by ENR or its Investment 
Manager may not be achieved for future invest-
ments. Investors should not assume that ENR 
will, with regards to future investments, be able 
to achieve similar returns on its investments. In-
vestment returns are to a certain degree depen-
dent on factors outside of ENR’s control, e. g. 
general market conditions, which there is no 
guarantee that will remain similar in the future, 
neither is it certain that ENR will have access to 
investment opportunities of a similar nature, 
which may have an impact on future returns.

ENR’s limited human resources and consequent 
dependence on outsourcing of certain key 
administrative functions, such as financial re - 
porting and controls, may impair its ability  
to operate its investments efficiently, to imple-
ment the growth strategy and to identify  
and rectify significant deficiencies or material 
weaknesses in controls or errors resulting 
therefrom, which may have a material adverse 
effect on its growth prospects and on the  
value of an investment in ENR

The Investment Manager has provided ENR with 
management functions, subject to oversight by 
the Board, and is responsible for the develop-
ment and implementation of its business strate-
gies and the conduct of its business. At present, 
four members of the Investment Manager are 
actively involved in day-to-day operations. 
 Other funds managed by the Investment Man-
ager may make competing demands for the time 
and attention these members. No persons are 
directly employed by ENR.

ENR depends on the outsourcing of certain key 
administrative functions. For example, it relies 
on an outside service provider, the Administra-
tor, for its accounting functions and to prepare 
its consolidated IFRS financial information and 
to otherwise administer its financial reporting 
and control functions. In addition, ENR may rely 
on outside service providers for the manage-
ment of its investments. Whilst ENR believes 
that the activities of such outside service pro-
viders are at present effectively supervised and 
coordinated by the Board and the Investment 
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Committee, effective oversight may become in-
creasingly difficult to ensure as ENR continues 
to grow. This may impair its ability to operate 
portfolio companies efficiently, to implement 
the growth strategy and to identify and rectify 
significant deficiencies or material weaknesses 
in its control environment or errors resulting 
therefrom.

In addition, ENR, or the service providers whom 
it has engaged, currently perform other admin-
istrative functions only to a limited extent. For 
example, ENR prepares consolidated manage-
ment accounts on a semi-annual basis, rather 
than on a monthly or quarterly basis. As ENR 
continues to grow, and particularly as it may 
add income-producing investments to its port-
folio, this approach may make it more difficult 
to identify trends and rectify problems in the 
operation of portfolio companies.

ENR may not be able to recruit, train and retain 
the personnel that it would take to bring these 
functions in house, and it may not be able to 
contract for expanded functions with outside 
service providers on terms it considers to be 
commercially reasonable. Accordingly, ENR’s de-
pendence on outsourcing may have an adverse 
effect on its growth prospects and on the value 
of its shares.

Operating history and the limited comparability 
of historical financial information make it 
difficult to evaluate prospects

ENR may periodically attract capital from out-
side investors in order to fund the investments 
in portfolio companies in line with its business 
strategy. The amount of capital ENR raises may 
be significant relative to its NAV. Accordingly, 
the raising of additional capital and the invest-
ment thereof in one or more of its prospective 
investments may cause the magnitude and 
 nature of ENR’s asset base and revenue streams 
to change materially. As a result, ENR’s assets, 
liabilities, shareholders’ equity, net income and 
cash flows may not be comparable across his-
torical periods covered by its financial state-
ments and its future financial statements may 
not be comparable with such historical financial 
statements. Although the impact of this growth 
strategy on comparability should abate as the 
size and diversity of the asset base increases, 
ENR expects it to continue for the foreseeable 
future.

It is therefore not possible to identify long-term 
trends and developments in ENR’s business, and 
the historical financial information may not be 
indicative of its financial condition or results of 
operations in the future, which increases the 
risk associated with an investment in shares of 
ENR. In evaluating ENR’s future prospects, an 
investor should consider the risks, expenses, un-
certainties and obstacles that ENR may face in 
implementing its strategy and in conducting its 
current and planned business.
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Significant shareholders

Major shareholders in ENR may influence the 
decisions and resolutions resolved by the share-
holders’ meeting of ENR. The interests of these 
shareholders may, in certain cases, differ from 
interests of other shareholders.

The preparation of ENR’s financial statements 
requires it to make assumptions, estimates and 
judgments, and changes therein may cause  
a material change in its results of operations  
or financial condition

The preparation of ENR’s consolidated financial 
statements requires it to make assumptions, es-
timates and judgments that affect the reported 
amounts of assets, liabilities, revenues and ex-
penses and disclosures of contingent liabilities. 
ENR bases its estimates on historical experience 
and independent valuations, where possible, and 
on various other assumptions that it believes to 
be reasonable under the circumstances, which 
form the basis of its judgments about the carry-
ing values of assets and liabilities that are not 
readily apparent from other sources. In particu-
lar, there is inherent uncertainty and subjectivity 
associated with the valuation of investments 
such as ENR’s, for which there is no liquid mar-
ket. Carrying values of such investments record-
ed at fair value may fluctuate, perhaps substan-
tially, from those currently reflected in its 
financial statements, which may have an ad-
verse impact on ENR’s results of operations or 
financial condition and on the value of the 
shares of ENR.

Portfolio companies may be subject to certain 
tax risks in their jurisdictions of organisation

ENR will endeavour to structure its investments 
in portfolio companies, in part, or as a whole, 
for reasons of tax efficiency. Any future changes 
in the tax laws or double-tax treaties of the 
countries in which they are organised or have  
a permanent establishment may significantly 
affect the tax efficiency of a holding company 
structure and could result in significant addi-
tional tax liabilities for ENR.

ENR owns and holds, and expects to continue to 
own and hold, its investments and conduct its 
business principally through portfolio companies, 
including subsidiaries, partnerships, joint 
ventures and other equity or equity related 
investments

ENR may form or acquire interests in subsidiar-
ies, partnerships and joint ventures that hold 
properties or conduct investment related activi-
ties. ENR, where possible, intends to make mi-
nority equity investments under circumstances 
where it, together with any of its related parties 
that may be involved in the project, owns a suf-
ficient percentage of the portfolio company’s 
voting securities (or have equivalent rights) to 
block major corporate actions, such as changes 
to its organisational documents and share capi-
tal increases. In the case of a Russian stock 
company, this would imply the acquisition of 
25 % plus one of its voting shares. The acquisi-
tion of a blocking stake in a Russian stock com-
pany or of a stake of more than one-third of the 
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participation interests in a Russian limited liabil-
ity company, by itself or a group of affiliated 
persons in certain cases will require approval of 
Russian anti-monopoly bodies. For this and oth-
er reasons ENR cannot assure investors that in 
the future it will acquire at least such a ‘‘block-
ing stake’’ in each Russian portfolio company in 
which it may invest. A majority owner, co-inves-
tor or other significant investor or group of in-
vestors in such portfolio companies may have 
different objectives from ENR, and conflicts or 
disputes with them could negatively affect the 
management and ultimate financial success of 
such investments. This may include different 
views with regard to an exit, which may prevent 
ENR from selling its participation at all, or to its 
preferred counterparty and at an acceptable 
price and time. Moreover, if ENR holds 25 % or 
less of the voting securities (or equivalent rights) 
in a Russian portfolio company, it will not be 
able to rely on minority shareholder protection 
rules. Minority shareholders may receive less 
protection under Russian law than under com-
parable legal regimes in other jurisdictions.

Potential conflict of interests

Due to their professional involvement in the 
 financial industry, Board members, the Invest-
ment Manager or Administrator of ENR may 
have a direct or indirect interest in any asset 
which has been or is proposed to be acquired by 
ENR or its subsidiaries. They may also have an 
interest at the date hereof in any existing or 
proposed transaction, contract or arrangement. 
In particular, the Investment Manager will not 

provide services exclusively for ENR and con-
tinue to manage assets for other institutional 
and/or private clients. Potential conflicts of in-
terest could possibly adversely affect ENR’s 
business and possibly the value of its shares.

The due diligence process may not reveal all 
relevant facts related to investments

Before making investments in private equity,  
a due diligence of the business in question is 
conducted. This process includes looking into a 
wide range of issues of business, financial, tax, 
accounting, environmental and legal nature. 
ENR may involve outside consultants, legal ad-
visors, accountants and investment banks in the 
process. Nevertheless, when conducting the due 
diligence ENR relies on the resources being made 
available to it, including information provided 
by the investment target as well as third-party 
sources. This information, or other discoveries 
made during the due diligence process, may not 
reveal all relevant facts that are necessary in 
evaluating the investment opportunity. Further-
more, conducting due diligence does not guar-
antee that the investment will be successful.

Liquidity and valuation risk

Pursuant to its Investment Guidelines ENR may 
make investments and use various investment 
techniques, which bear risks and special consid-
erations. Investments in unlisted direct and 
 indirect investments, will generally be illiquid. 
Certain investments in listed equities may also 
be fairly illiquid.
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Valuation methods are subjective and fair value 
of investments may not be realised

There are no readily ascertainable market prices 
for ENR’s non-listed private equity investments, 
which are illiquid in nature. ENR determines  
the value of these private equity investments 
periodically based on the fair value of such 
 investments. The fair value of private equity 
 investments is determined using a number of 
valuation methodologies described in ENR’s 
 valuation policies described in the note 3 to the 
Consolidated Financial Statements.

Fair values of private investments are deter-
mined by using public or private transactions or 
valuations for comparable companies or assets 
in the relevant asset class, when available. Gen-
erally, such valuations are derived via the use of 
a key performance metric, e. g. EBITDA, net profit 
etc, and multiplying this with the appropriate 
valuation ratio, e. g. price/earnings, Enterprise 
Value/EBITDA, observed for comparable compa-
nies or transactions, adjusted by management 
for company specific differences. Private equity 
investments may also be valued at cost for a pe-
riod of time after the investment. If no compa-
rable companies or transactions exist, i. e. peer 
valuation multiples are not available, the pre-
ferred valuation method would be a discounted 
cash flow analysis, with a sensitivity analysis, 
e. g. for growth rates, capitalisation rates and 
appropriate discount rates, to determine the 
valuation range of the investment in question.
The determination of fair value takes into ac-
count a wide range of factors, including, but not 

limited to, the price of acquisition of the invest-
ment, the nature of the investment, local market 
conditions, valuation ratios of comparable secu-
rities, projected financial performance and 
transactions subsequent to the date of the in-
vestment. All valuation methodologies involve  
a significant degree of management judgment.

Due to the uncertainty in the valuation of illiq-
uid assets, the fair value of such assets as re-
flected in ENR’s accounts will not necessarily 
reflect the prices that would be obtained upon 
realisation of these investments. Changes in 
valuation across periods may result in volatility 
in the NAV and the Attributable NAV and results 
of operations. Also, where asset values turn out 
to be materially different from previously dis-
closed, investors may lose confidence in ENR, 
which could cause difficulties in raising addi-
tional funds, should that be necessary or de-
sired. This could adversely affect ENR’s business 
and the value of its shares.

Use of leverage to finance ENR’s business may 
expose it to substantial risk

It is the intention of ENR to, in some cases, use 
borrowings to finance its business and opera-
tions. This will expose ENR to the typical risks 
associated with the use of leverage. Accordingly, 
ENR, if it decides to use substantial leverage, 
could run the risk to suffer a decline in the cred-
it ratings assigned to it by rating agencies, which 
might lead to an increase in borrowing costs and 
could otherwise adversely affect ENR’s business 
and the value of its shares.
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Currency risk

ENR’s assets will generally be invested in assets 
denominated in foreign currencies, i. e. other 
than Swiss Francs. The value of the assets of 
ENR and its income, as measured in Swiss Francs, 
may be affected by fluctuations in currency 
rates and exchange control regulations. Portfo-
lio companies may also earn revenues in curren-
cies other than Swiss Francs and the attributable 
interests of ENR in these companies may simi-
larly be impacted by fluctuations in currency 
rates and exchange control regulations. In addi-
tion certain currency restrictions are in place in 
Russia and generally across the CIS region, such 
as the free repatriation of the rouble and/or 
 other applicable currencies in the CIS. Since the 
NAV and Attributable NAV of the Company is 
calculated and reported in Swiss Francs, a de-
preciation in these currencies could have an ad-
verse impact on the performance of the Com-
pany and the value of its shares. The risks are 
further enhanced by the fact that the cost of 
hedging the currency risks may not be economi-
cally sensible due to a variety of factors, includ-
ing the almost complete absence of forward and 
futures markets in the relevant currencies. ENR 
will, where appropriate, from time to time hedge 
the foreign currency risks inherent to its port-
folio investments.

Currency risks, and failure to correctly anticipate 
currency movements and introduce appropriate 
hedging policies, could adversely affect ENR’s 
business and the value of its shares.

Limitations and restrictions on the conversion  
of roubles to hard currency or the inability  
to repatriate such hard currency funds, could 
increase ENR’s costs when making payments  
in hard currency and could cause it to default  
on its obligations

The rouble is not convertible outside the CIS. 
The CBR has, from time to time, imposed various 
currency control regulations in attempts to sup-
port the rouble. Although certain currency con-
trols were terminated as of July 1, 2006, the CBR 
or Russian legislation may impose requirements 
governing currency operations in the future, as 
they have done in the past. Accordingly, within 
Russia, ENR’s ability to convert roubles into oth-
er currencies may be subject to rules and proce-
dures that restrict the purposes for which con-
version and payment in foreign currencies are 
allowed. In addition, because of the limited 
 development of the foreign currency market in 
Russia, ENR may experience difficulty convert-
ing roubles into other currencies. Any delay or 
other difficulty in converting roubles into for-
eign currencies to make payments, or a delay or 
restriction in the transfer of foreign currency, 
could adversely affect ENR’s ability to meet its 
payment and debt obligations denominated in 
such other currencies, which could result in the 
loss of suppliers and contractors, acceleration 
of debt obligations and cross-defaults.
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Reliance on the Investment Committee

ENR relies mainly upon advice given and invest-
ment decisions taken by the Investment Man-
ager, through the Investment Committee. There 
can be no assurance that upon termination of 
the investment management agreement a suit-
able replacement investment manager can be 
found by ENR. In addition, the Investment Man-
ager relies heavily on the Investment Commit-
tee. If one or more members of the Investment 
Committee who are also employed with the 
 Investment Manager or its associates were to 
leave the employment of the Investment Man-
ager or its associates, there can be no assurance 
that adequate replacement personnel could be 
found. These factors may have a substantial 
negative impact on the investment advice ENR 
receives from its Investment Manager and con-
sequently on the value of its investments and 
the value of the shares.

Furthermore, although the current Investment 
Committee has considerable experience in the 
various types of investments made and contem-
plated by ENR, no assurance can be given that 
such a committee will be able to identify and 
develop suitable investment opportunities in the 
future. Failure to do so may substantially impair 
the successful development of the ENR’s invest-
ment portfolio going forward and could ad-
versely affect ENR’s business and the value of 
the shares.

4. Risk factors relating to private  
equity investments

Market for investments

The market for ENR’s investments may be vola-
tile. Periods of political and economic uncer-
tainty may result in volatility of the value of the 
underlying portfolio investments. There can be 
no assurances that these portfolio investments 
can be sold at prices above their acquisition 
costs.

ENR, inter alia, invests in companies whose 
 securities may not now or never be publicly 
traded or listed on a securities exchange. Com-
panies whose securities are unlisted are not 
subject to the same disclosure and other inves-
tor protection requirements that are applicable 
to companies with listed securities. These in-
vestments may be difficult to value and to sell 
or otherwise liquidate, and the risk of investing 
in such companies is generally much greater 
than the risk of investing in listed or publicly 
traded companies.

Long term illiquid investments

Although certain investments made by ENR may 
generate income, the return of capital and the 
realisation of gains, if any, from an investment 
will generally occur only upon the partial or 
complete disposal of such investment. While an 
investment may be sold at any time, it is gener-
ally not expected that this will occur for a num-
ber of years after the investment is made. It is 

54



unlikely that there will be a public market for the 
securities held by ENR. ENR will generally not be 
able to sell the securities of portfolio companies 
publicly unless their sale is registered under ap-
plicable securities laws, or unless an exemption 
from such registration requirements is available. 
In addition, in some cases ENR may be prohibit-
ed by contract or regulatory reasons from sell-
ing certain securities for a period of time.

Investments in less established companies

ENR may invest a portion of its investments in 
smaller, less established or start-up companies. 
Investments in such companies may involve 
greater risks than generally associated with in-
vestments in more established companies. The 
securities of such companies may be subject to 
more abrupt valuations than larger, more estab-
lished companies.

Less established companies tend to have smaller 
capitalisations and fewer resources and, there-
fore, are often more vulnerable to financial fail-
ure. Such companies also have shorter operating 
histories on which to judge future performance 
and may experience start-up related difficulties 
that are not faced by established companies. 
ENR does not have a minimum requirement re-
garding capitalisation or trading history for the 
companies in which it will invest.

No assurance of investment return

Neither ENR nor the Investment Manager can 
provide any assurances that it will be able to 
choose, make and realise investments in any 
particular company or portfolio of companies. 
There can also be no assurance that ENR will be 
able to generate returns for its shareholders or 
that the returns will be commensurate with the 
risks of investing in the type of companies and 
transactions targeted by the Company. There is 
also no assurance that any shareholder will re-
ceive any distribution from the Company. Past 
activities of investment entities associated with 
ENR and the Investment Manager and its affili-
ates provide no assurance of future success.

Risk in effecting operating improvements

In some cases, the success of ENR’s investment 
strategy will depend, in part, on the ability of 
ENR to restructure and effect improvements in 
the operations of the portfolio company in 
which it has invested. The activity of identifying 
and implementing potential operating improve-
ments at these portfolio companies entails  
a high degree of uncertainty. There can be no 
 assurance that ENR will be able to successfully 
identify and implement such improvements.
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Longer term nature of investments

The nature of the investments of ENR is gener-
ally made with long term capital appreciation in 
mind. Accordingly, there can be no assurance 
given by ENR or its Investment Manager that 
ENR will be able to exit from is investments 
within, for example, a three to seven year 
period.

Non-controlling investments

ENR may hold a non-controlling interest in cer-
tain of its portfolio companies and, therefore, 
may have a limited ability to protect its position 
in such companies, although ENR will, in such 
cases, endeavour to seek to introduce appro-
priate shareholder rights to protect ENR’s 
interests.

ENR may co-invest with third parties through 
joint ventures or other entities. Such invest-
ments may involve risks in connection with such 
third party involvement, including the possibility 
that a third-party co-venturer may have finan-
cial difficulties, resulting in a negative impact 
on such investment, may have economic or busi-
ness interests or goals which are inconsistent 
with those of ENR, or may be in a position to 
take (or block) actions in a manner contrary to 
the interest of ENR. In addition, ENR may in 
 certain circumstances be liable for actions of its 
third party co-partners.

Investments in restructurings

ENR may invest in restructurings that involve 
portfolio companies that are experiencing or are 
expected to experience financial difficulties. 
These financial difficulties may never be over-
come and may cause such portfolio company to 
become subject to bankruptcy proceedings. 
Such investments could, in certain circumstanc-
es, subject ENR to certain additional potential 
liabilities which may exceed the value of ENR’s 
original investment in such portfolio company. 
Investments in restructurings may also be 
 adversely affected by statutes relating to, among 
other things, fraudulent conveyances, voidable 
preferences, lender liability and a bankruptcy 
court’s discretionary power to disallow, subordi-
nate or disenfranchise particular claims.

Additional capital

Future portfolio investments, especially those in 
the development phase, may be expected to re-
quire additional financing to satisfy their work-
ing capital commitments. The amount of such 
additional financing needed will depend upon 
the maturity and objectives of the particular 
portfolio company. Each such round of financ-
ing is typically intended to provide the portfolio 
company with enough capital to reach the next 
major corporate milestone. If the funds provided 
are not sufficient, a company may have to raise 
additional capital at a price unfavourable to ex-
isting investors, including ENR. In addition, ENR 
may make additional debt and equity invest-
ments or exercise warrants, options or convert-
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ible securities that were acquired in the initial 
investment in such company in order to preserve 
ENR’s proportionate ownership in the portfolio 
company when the subsequent financing is 
planned, or to protect ENR’s investment when 
such portfolio company’s performance does not 
exceed expectations. Should ENR not provide 
such additional funding, its interest in the port-
folio company will be diluted. The availability of 
capital is generally a function of capital market 
conditions that are beyond the control of ENR or 
any portfolio company. There can be no assur-
ance that any portfolio company will be able to 
predict accurately the future capital require-
ments necessary for success or that additional 
funds will be available from any source.

Reliance on portfolio company management

Each portfolio company’s day-to-day operations 
will be the responsibility of the relevant compa-
ny’s management team. Although the Invest-
ment Manager will be responsible for monitor-
ing the performance of each investment and 
intends to invest in portfolio companies oper-
ated by strong management, there can be no 
 assurance that the existing management team, or 
any successor, will be able to operate the port-
folio company in accordance with ENR’s plans.

Accounting, disclosure and regulatory standards 
and availability of information

Accounting, auditing and other reporting stan-
dards, practices and requirements for companies 
operating in the CIS are not equivalent to those 

in the United States and Western Europe and 
may differ in fundamental ways. Accordingly, 
less information regarding such portfolio com-
panies may be available to ENR, and may be less 
reliable than would be the case for comparable 
investments in developed economies.

Bridge financings

From time to time ENR may lend to portfolio 
companies on a short term basis in anticipation 
of future issuance of equity or long term secu-
rity. However, for reasons not always under the 
control of ENR, such instruments or refinancing 
may not occur and the bridge loans may remain 
outstanding. In such event, the interest rate on 
such bridge funding may not adequately reflect 
the risk associated with the unsecured position 
taken by ENR.

Management risk (within investments)

Investments may be made in companies that are 
highly dependent on a small group of key em-
ployees, who may be difficult to replace. Whilst 
ENR will generally focus on investments with 
positive cash flows, selective improvements of 
the management staff may also be necessary. 
The proper selection of these staff members and 
their integration involves uncertainties and sub-
stantial risks. Whilst ENR’s Investment Manager 
is experienced in selecting managers and han-
dling integration issues, there can be no guaran-
tee that this will be done successfully.
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5. Risks relating to ENR shares

Illiquidity of Trading Market

Investors should be aware that there is currently 
very limited liquidity of the Company’s shares in 
the secondary market. There is no indication 
that this situation will change over the short to 
medium term.

General Market Risks, Volatility of Market Price

Since the Company’s shares were listed in 
 November 2007 they have been trading at a dis-
count to the Company’s NAV and/or Attributable 
NAV. There can be no assurance that the price of 
the Company’s shares will not continue to trade 
at a discount to its NAV and/or Attributable NAV. 
Factors such as changes in the results of opera-
tions of ENR and its competitors and changes in 
general conditions in the industry, the overall 
economy and the financial  markets could cause 
the price of the shares to fluctuate substantially. 
Furthermore, securities markets have experi-
enced significant price and volume fluctuations 
in recent years, especially in 2008. Such fluctua-
tions may adversely affect the market price  
of shares without regard to the results of  
operations or the financial condition of the 
Company.

Substantial future sales of shares could impact 
the market price of the shares

As no shareholder is subject to a lock-up, all 
shareholders may wish to sell their shares. Sales, 

or the possibility of sales, of substantial num-
bers of the shares in the public or private market 
by a major shareholder could adversely affect 
the prevailing market price for the Company’s 
shares its ability to raise capital in the future.

Valuation

The trading price of the shares does not reflect 
the NAV and/or Attributable NAV of the Company. 
Trades have been executed at a price different to 
the actual or published NAV and/or Attributable 
NAV. Since ENR does not necessarily intend to 
redeem any shares or to pay dividends, and does 
not currently have an active share repurchase 
programme, the only way for a holder of shares 
to exit its investment may be through a sale of 
shares at what may be a substantial difference 
to the published NAV and/or Attributable NAV.

Not all the portfolio companies in which ENR  
invests are quoted on a stock exchange, nor is  
a representative market for their shares neces-
sarily in existence should it be traded. Because 
of the uncertainty associated with the valuation 
of such investments and the absence of a liquid 
market, the carrying values (fair values) may dif-
fer from their realisable values, and the differ-
ences could be material.

Diverse investor group

The shareholders of the Company may have con-
flicting investment, tax and other interests with 
respect to their investment in ENR. The conflict-
ing interests of individual shareholders may re-
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late to or arise from, among other things, the 
nature of the investments made by the Compa-
ny, the structuring or the acquisition of invest-
ments and the timing of disposition of invest-
ments. As a consequence, conflicts of interest 
may arise in connection with decisions made by 
the Board or the Investment Committee, includ-
ing with respect to the nature or the structuring 
of investments that may be more beneficial to 
one shareholder than for another shareholder, 
especially with respect to shareholders’ individ-
ual tax situations. In addition, the Company may 
make investments that that may have a negative 
impact on related investments made by share-
holders in separate transactions. In selecting 
and structuring investments appropriate for 
ENR, the Board and the Investment Committee 
will consider the investment and tax objectives 
of ENR and its shareholders as a whole, not the 
investment, tax or other objectives of any share-
holder individually.

ENR does not anticipate to pay any dividends  
in the foreseeable future

ENR currently does not, nor does it intend to, 
pay dividends and will retain all available funds 
and any future earnings, if any, to fund further 
investments and to grow its business. As a re-
sult, capital appreciation, if any, will be an in-
vestor’s only source of financial gain from an 
investment in shares of the Company for the 
foreseeable future.

Investors outside Switzerland face certain risks

The ENR shares are quoted and traded in CHF 
and any future payment of dividends, if any, on 
these shares will be denominated in CHF. USD or 
other currency equivalent of any dividends paid 
on the ENR shares or received in connection 
with any sale of the shares could be adversely 
affected by a depreciation of CHF against other 
currencies.

Shareholders may not be able to participate  
in future equity offerings

Under Swiss corporate law, holders of shares are 
generally given the right to subscribe to and pay 
for a sufficient number of shares to maintain 
the same ownership ratio as prior to the issue of 
new shares or convertible bonds. Certain share-
holders, including those in the United States, 
may not be entitled to exercise their rights 
 unless the rights and shares are registered or 
qualified for sale under the relevant legislation 
or regulatory framework. As a result, there is the 
risk that shareholders may suffer dilution of 
their shareholding should they not be permitted 
to participate in future equity offerings.
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Financial Statements

Determination of the Net Asset Value and Attributable Net Asset Value 
as of December 31, 2008
(Currency-CHF)

     
   31.12.2008 31.12.2007

   
Following IFRS 

presentation

Representing  
the existing  

shareholders’ 
economic interest 

Following IFRS 
presentation

Representing  
the existing 

 shareholders’  
economic interest 

Assets     
  Treasury stock – at market value – 1,198,500 – 4,621,054
  Cash, investments and other assets 123,148,363 123,148,363 127,583,813 127,583,813
 Total assets 123,148,363 124,346,863 127,583,813 132,204,867
       
Liabilities     
  Forward foreign exchange contracts 599,817 599,817 – –
  Other liabilities 26,125,963 26,125,963 3,888,699 3,888,699
 Total liabilities 26,725,780 26,725,780 3,888,699 3,888,699
       
Shareholders’ Equity     
  Share capital 32,790,585 32,790,585 31,118,544 31,118,544
  Capital paid in excess of par value (share premium) 75,447,951 75,447,951 73,128,401 73,128,401
  Treasury stock – at cost – 1,552,228 – – 4,593,149 –
  Retained (loss) / earnings – 10,216,170 – 10,569,898 11,022,114 11,050,019
  Minority interests – 47,555 – 47,555 13,019,204 13,019,204
 Total shareholders’ equity 96,422,583 97,621,083 123,695,114 128,316,168
       
Total liabilities and shareholders’ equity 123,148,363 124,346,863 127,583,813 132,204,867
       
  Number of shares outstanding  2,644,402 2,509,560
  Net asset value per share  36.92 51.13
  Attributable net asset value per share  36.93 45.94
  Number of treasury shares  47,000 145,545
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Note
The NAV is calculated in Swiss Francs as the aggregate of the value of all investments and treasury 
shares less the aggregate amount of the liabilities and accrued expenses divided by the total number of 
shares issued. 

The main differences between the two calculations are due to applying IFRS standards versus Swiss 
GAAP standards.

The differences are particularly prominent in the calculation and booking of treasury shares, and re-
classifying the shareholders’ equity.

Attributable NAV per share is the consolidated NAV, less the aggregate value of all minority interests, 
reflecting the economic value attributed to shareholders, divided by the number of shares issued.

Consolidated Results
The Company’s shareholders’ equity, based on IFRS representation, at the end of the period on a con-
solidated basis amounted to CHF 96.4 million.

The net loss for the year 2008 is CHF 22.8 million. The retained losses as of December 31, 2008 amount-
ed to CHF 10.2 million.

For more details, see the consolidated statement of changes in equity for the year ended December 31, 
2008. 

Parent Company
As of December 31, 2008 the parent company recorded shareholders’ equity of CHF 43.7 million.

The net loss for the year 2008 is CHF 3.0 million. The retained losses as of December 31, 2008 amounted 
to CHF 6.1 million.
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 Note 31.12.2008 31.12.2007

Assets    
  Cash and cash equivalents 6 75,805,646 29,733,421
  Accounts receivable 7 412,247 2,553,802
  Investments at fair value through profit or loss 5 46,930,470 95,296,590
 Total assets  123,148,363 127,583,813
      
Liabilities    
  Bank overdraft 6 – 141
  Forward foreign exchange contracts 5 599,817 –
  Accounts payable and accrued expenses 8.1 25,595,768 3,388,558
  Current tax liabilities 8.2 530,195 500,000
 Total liabilities  26,725,780 3,888,699
      
Shareholders’ Equity    
  Share capital 9.1 32,790,585 31,118,544
  Capital paid in excess of par value (share premium)  75,447,951 73,128,401
  Treasury stock  – 1,552,228 – 4,593,149
  Retained (losses) / earnings  – 10,216,170 11,022,114
  Minority interests  – 47,555 13,019,204
 Total shareholders’ equity  96,422,583 123,695,114
      
 Total liabilities and shareholders’ equity  123,148,363 127,583,813
      
  Number of shares issued and fully paid 9.1 2,644,402 2,509,560
  Nominal value (in CHF)  12.40 12.40

The notes on pages 70 to 95 are an integral part of these consolidated financial statements.  

Consolidated balance sheet as of December 31, 2008
(Currency-CHF)
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Consolidated statement of income for the period January 1 until December 31, 2008
(Currency-CHF)

    
 Note 2008 2007*

Revenue    
  Interest income  922,200 1,595,984
  Dividend income  11,251,738 1,184,356
  Realised gains on sale of investments at fair value through profit or loss 5.1 2,184,706 –
  Changes in fair value on investments at fair value through profit or loss 5.1 – 18,296,752
  Realised gains on forward foreign exchange contracts and futures 5.1 1,077,282 –
 Total revenue  15,435,926 21,077,092
      
Expenses    
  Realised losses on sale of investments at fair value through profit or loss 5.1 3,791,196 –
  Realised losses on forward foreign exchange contracts and futures 5.1 246,490 –
  Changes in fair value on investments at fair value through profit or loss 5.1 28,042,236 –
  Unrealised losses on forward foreign exchange contracts 5.1 599,817 –
  Exchange loss, net  2,377,667 835,950
  Management fees 10.1 2,145,984 220,416
  Performance fees 10.1 – 242,288 2,556,216
  Administrative fees**  268,461 209,051
  Directors’ fees and travel expenses***  340,656 1,434
  Investment bank and professional fees  302,835 107,990
  Bank charges and interest expenses  73,969 89,696
  Tax other than on income  48,740 –
  Other expenses  241,406 74,328
 Total expenses  38,237,169 4,095,081
      
 (Loss) / profit for the period before tax  – 22,801,243 16,982,011
      
 Income tax  – –
      
 (Loss) / profit for the period after tax  – 22,801,243 16,982,011
      
 Attributable to    
  Equity holders of the Company  – 21,238,284 11,022,114
  Minority interests  – 1,562,959 5,959,897
      
Earnings per share for profit attributable to equity holders of the Company during the period:    
  Weighted average number of outstanding shares 4 2,587,403 1,686,649
  Basic earnings per share (in CHF) 4 – 8.208 6.535
  Diluted earnings per share (in CHF) 4 – 8.208 6.535

The notes on pages 70 to 95 are an integral part of these consolidated financial statements.  
  
* ENR was incorporated in May 2007 and separately listed on the SIX in November 2007. There were several one-off items related to the incorporation and listing, making a comparison between 

2007 and 2008 difficult. 
** Administrative expenses for 2007 are mainly related to the reorganisation of the Group.  
*** 2008 Directors’ fees and travel expenses include travel and accomodation expenses related to the Investment Manager and ENR’s Russia based investment activities.  
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Consolidated cash f low statement for the period January 1 until December 31, 2008
(Currency-CHF)

    
 Note 2008 2007

Cash Flows from Operating Activities    
 (Loss) / profit before tax  – 22,801,243 16,982,011
      
 Adjustments for:    
  Interest income  – 922,200 – 1,595,984
  Dividend income  – 11,251,738 –
  Bank charges and interest expenses  73,969 89,696
  Fair value adjustment on investment portfolio 5 28,642,053 – 18,296,752
 Operating income before working capital changes  – 6,259,159 – 2,821,029
      
 Movement in working capital:    
  Net investment portfolio movement 5 20,323,884 –
  Change in accounts receivable  2,141,555 9,849,744
  Change in accounts payable and accrued expenses  22,237,405 1,170,380
  Dividend received  11,251,738 –
  Interest received  922,200 211,322
  Bank charges and interest expenses  – 73,969 – 3,126
 Net cash flow from / (used in) operating activities  50,543,654 8,407,291
      
Cash Flows from Financing Activities    
  Increase of share capital (net)  3,931,259 25,893,673
  Sale of treasury stock  4,653,481 –
  Purchase of treasury stock  – 1,552,228 – 4,593,149
  Dividend paid to minority interests  – 11,503,800 –
 Net cash flow from / (used in) financing activities  – 4,471,288 21,300,524
      
 Net change in cash and cash equivalents  46,072,366 29,707,815
      
  Cash and cash equivalents at beginning of the period  29,733,280 25,465
  Cash and cash equivalents at the end of the period 6 75,805,646 29,733,280

The notes on pages 70 to 95 are an integral part of these consolidated financial statements.  
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Consolidated statement of changes in equity for the period ended December 31, 2008
(Currency-CHF)

        

 Share capital Share premium Treasury stock Retained earnings Total Minority interests
Total share- 

holders’ equity

Incorporation as at May 25, 2007 19,971,626 58,381,646 – – 78,353,272 7,059,307 85,412,579
         
 Increase of share capital 11,146,918 14,746,755 – – 25,893,673 – 25,893,673
 Purchase of treasury stock – – – 4,593,149 – – 4,593,149 – – 4,593,149
 Net result for the period – – – 11,022,114 11,022,114 5,959,897 16,982,011
Balance as at December 31, 2007 31,118,544 73,128,401 – 4,593,149 11,022,114 110,675,910 13,019,204 123,695,114
         
 Increase of share capital 1,672,041 2,259,218 – – 3,931,259 – 3,931,259
 Purchase of treasury stock – – – 1,552,228 – – 1,552,228 – – 1,552,228
 Sale of treasury stock – 60,332 4,593,149 – 4,653,481 – 4,653,481
 Dividend payment to minority interests – – – – – – 11,503,800 – 11,503,800
 Net result for the period – – – – 21,238,284 – 21,238,284 – 1,562,959 – 22,801,243
Balance as at December 31, 2008 32,790,585 75,447,951 – 1,552,228 – 10,216,170 96,470,138 – 47,555 96,422,583

The notes on pages 70 to 95 are an integral part of these consolidated financial statements.  
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Notes to the consolidated financial statements as of December 31, 2008
(Currency-CHF)

1 Incorporation and activity
The Company is an investment company founded on May 18, 2007 for an unlimited duration. On  
May 25, 2007 it was registered with the Commercial Register of the Canton of Geneva under the refer-
ence number CH-660-1263007-3 and the company name “ENR Russia Invest SA”. The Company is 
 incorporated as a limited company under the laws of Switzerland. The Company’s registered office is 
2–4, Place du Molard, Geneva, Switzerland. The Company has no employees.

The capital of the Company, at incorporation, was paid through contribution in kind of the current sub-
sidiaries, which included investments, other assets and liabilities as follows:

in CHF     

Assets   Liabilities  

Cash 25,465 Tax liabilities 500,000
Investments 76,999,838 Other liabilities 2,218,178
Receivables 11,105,454 Total liabilities 2,718,178
Total assets 88,130,757 Net equity 85,412,579

The aforementioned assets and liabilities were transferred to the company by its shareholder, Growth 
Value Opportunities SA (previously ENR Russia Invest SA) (“GRO”), and recognised at fair value.

This was done as part of a reorganisation of GRO where the Company’s shares were spun-off to GRO 
shareholders and the Company was separately listed on the SIX Swiss Exchange on November 19, 
2007.

The Company is trading under Swiss security number 3447695 with ISIN number of the shares 
CH0034476959 and ticker symbol of the shares RUS.

2 Basis for the presentation of the consolidated financial statements
The consolidated financial statements of the group, which include the accounts of the Company and its 
subsidiaries (collectively “the Group”) at December 31, 2008, are prepared in accordance with Interna-
tional Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 
(“IASB”). The consolidated financial statements have been prepared under historical cost convention,  
as modified by the revaluation of financial assets and liabilities (including derivative financial instru-
ments) at fair value through profit or loss.
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The preparation of financial statements in conformity with IFRS requires the use of certain critical ac-
counting estimates. It also requires management to exercise its judgment in the process of applying the 
Company’s accounting policies. The areas involving a higher degree of judgment or complexity, or areas 
where assumptions and estimates are significant to the consolidated financial statements, are dis-
closed in note 3.7.

Standards, amendment and interpretations effective 1 January 2008 but not relevant
The following standards, amendments and interpretations are mandatory for accounting periods begin-
ning on or after 1 January 2008 but are not relevant to the Group’s operations:

IFRIC 12 – “Service concession agreements”; and –
IFRIC 14, IAS 19 – “The limit on a defined benefit asset, minimum funding requirements and their  –
interaction”.

Standards and amendments to existing standards that were not effective on 1 January 2008 and have 
not been early adopted by the Group

IAS 39 (Amendment) – “Financial instruments: Recognition and measurement” (effective from   –
1 January 2009). The amendment is part of the IASB’s annual improvement project published in 
May 2008. The definition of a financial asset or financial liability at fair value through profit or loss 
as it relates to items that are held for trading is also amended. This clarifies that a financial asset or 
liability that is part of a portfolio of financial instruments managed together with evidence of an 
actual recent pattern of short-term profit taking is included in such a portfolio on initial recogni-
tion. The Group will apply the IAS 39 (Amendment) from 1 January 2009, however, it is not expected 
to have an impact on the Group’s income statement.
IAS 1 (Revised) – “Presentation of financial statements” (effective from 1 January 2009). The re- –
vised standard will prohibit the presentation of items of income and expenses (that is, “non-owner 
changes in equity”) in the statement of changes in equity, requiring “non-owner changes in equity” 
to to be presented separately from owner changes in equity. All non-owner changes in equity will 
be required to be shown in a performance statement, but entities can choose whether to present 
one performance statement (the statement of comprehensive income) or two statements (the in-
come statement and the statement of comprehensive income). Where entities restate or reclassify 
comparative information, they will be required to present a restated balance sheet as at the begin-
ning of the comparative period in addition to the current requirement to present balance sheets at 
the end of the current period and the comparative period. The Group will apply IAS 1 (Revised) from 
1 January 2009 and it is likely that the Group will present solely a statement of comprehensive in-
come. This change is not expected to significantly change the presentation of the Group’s perfor-
mance statement.
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IAS 1 (Amendment) – “Presentation of financial statements” (effective from 1 January 2009). The  –
amendment is part of the IASB’s improvement project published in May 2008. The amendment 
clarifies that some, rather than all financial assets and liabilities classified as held for trading in 
accordance with IAS 39, “Financial instruments: Recognition and measurement”, are examples of 
current assets and liabilities respectively. The Group will apply the amendments from 1 January 
2009, however, it is not expected to have an impact on the Group’s financial statement.
IAS 27 (Revised) – “Consolidated and separate financial statement” (effective from 1 July 2009). The  –
revised standard requires the effects of all transactions with non-controlling interests to be re-
corded in equity if there is no change in control and these transactions will no longer result in 
goodwill or gains and losses. The standard also specifies the accounting when control is lost. Any 
remaining interest in the entity is re-measured to fair value, and a gain or loss recognized in profit 
or loss. The group will apply IAS 27 (Revised) prospectively to transactions with non-controlling 
interests from 1 January 2010.
IAS 28 (Amendment) – “Investments in associates” (and consequential amendments to IAS 32,  –
 “Financial instruments: Presentation”, and IRFS 7, “Financial instruments: Disclosures”) (effective 
from 1 January 2009). The amendment is part of the IASB’s annual improvement project published 
in May 2008. An investment in associate is treated as a single asset for the purposes of impairment 
testing. Any impairment loss is not allocated to specific assets included within the investment, for 
example, goodwill. Reversals of impairment are recorded as an adjustment to the investment bal-
ance to the extent that the recoverable amount of the associate increases. The Group will apply the 
IAS 18 (Amendment) to impairment tests related to investments in subsidiaries and any related 
impairment losses from 1 January 2009.
There are a number of minor amendments to IFRS 7 – “Financial instruments: Disclosures”; IAS 8 –  –
“Accounting, changes in accounting estimates and errors”; IAS 10 – “Events after the reporting 
period” and IAS 18 – “Revenue” (all effective from 1 January 2009), which are part of the IASB’s 
annual improvement project published in May 2008 (not addressed above). These amendments are 
unlikely to have an impact on the Group’s accounts and have therefore not been analysed in 
detail.

Standards, amendments and interpretations that are not yet effective and not relevant for the Group’s 
operations
The following interpretations are mandatory for the group’s accounting periods beginning on or after  
1 July 2008 or later periods but are not relevant for the Group’s operations:

IFRS 1 (Amendment) – “First time adoption of IFRS” (effective from 1 January 2009); –
IFRS 2 (Amendment) – “Share-based payment” (effective from 1 January 2009); –

72



IFRS 3 (Revised) – “Business combinations” (effective from 1 July 2009); –
IFRS 8 – “Operating segments” (effective from 1 January 2009), which is not considered relevant as  –
the group is outside the scope;
IAS 23 (Amendment) – “Borrowing costs” (effective from 1 January 2009); –
IFRIC 13 – “Customer loyalty programmes” (effective from 1 July 2008); –
IFRIC 15 – “Agreement for construction of real estate” (effective from 1 October 2008); –
IFRIC 16 – “Hedges of net investment in a foreign operation” (effective from 1 October 2008); and –
Amendments that are part of the IASB’s annual improvement project published in May 2008 (not  –
addressed above): IFRS 5 (Amendment) – “Non-current assets held-for-sale and discontinued 
 operations” (and consequential amendment to IFRS 1 – “First-time adoption”); IAS 16 (Amendment) – 
“Property, plant and equipment” (and consequential amendments to IAS 7 – ”Statement of cash 
flows”); IAS 19 (Amendment) – “Employee benefits”; IAS 20 (Amendment) – “Accounting for gov-
ernment grants and disclosure of government assistance”; IAS 23 (Amendment) – “Borrowing costs”; 
IAS 29 (Amendment) – “Financial reporting in hyperinflationary economies”; IAS 31 (Amendment) – 
“Interests in joint ventures” (and consequential amendments to IAS 32 – “Financial instruments: 
Presentation” and IRFS 7 – “Financial instruments: Disclosures”), IAS 36 (Amendment) – “Impair-
ment of assets”; IAS 38 (Amendment) – “Intangible assets”; IAS 40 (Amendment) – “Intangible as-
sets” (and consequential amendments to IAS 16 – “Property, plant and equipment”); IAS 41 (Amend-
ment) – “Agriculture” (all effective 1 January 2009).

3 Significant accounting policies
3.1 Consolidation
Full consolidation is applied to subsidiaries, all of which are wholly owned. The accounts of the Com-
pany’s subsidiaries are appropriately reclassified and adjusted for consolidation purposes to conform to 
the Group’s accounting policies. All intra-Group balances and operations are eliminated.

Subsidiaries are all entities (including special purpose entities) over which the Group has the power to 
govern the financial and operating policies generally accompanying a shareholding of more than one 
half of the voting rights. 

The existence and effect of potential voting rights that are currently exercisable or convertible are con-
sidered when assessing whether the Group controls another entity. Subsidiaries are fully consolidated 
from the date on which control is transferred to the Group. They are de-consolidated from the date 
that control ceases.
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3.2 Fully consolidated companies
The consolidated financial statements comprise ENR and the following wholly-owned subsidiaries:

Name of subsidiary Incorporated in Currency 2008 % Voting Currency 2007 % Voting

ENR Investment Limited Limassol, Cyprus EUR 6,576,660 100.00 % EUR 6,576,660 100.00 %
Panariello Enterprises Limited Nicosia, Cyprus EUR 7,435 77.00 % USD 6,909 77.00 %
ENR Private Equity Limited Grand Cayman, Cayman Islands USD 500 100.00 % USD 500 100.00 %

Voting is equivalent to economic interest except for Panariello, as described below. In the consolidated 
Company accounts the participation in Panariello is consolidated. The Company has an effective eco-
nomic interest of 70.12 % in Panariello. Therefore, under the shareholders’ equity section of the con-
solidated balance sheet, a minority interest is shown, which comprises the third party shareholders’ 
23 % equity interest in Panariello, as well as the 6.88 % ecomomic interest held by Valartis International 
Ltd. For an explanation of the ownership structure and economic interests of the Company and Valartis 
International Ltd in Panariello, see note 10.4.

The financial statements of the Company and the subsidiaries are drawn up to December 31, 2008.

3.3 Recognition of revenues and expenses
Revenues and expenses are recognised as they are earned or incurred and reported in the financial 
statements of the periods to which they relate.

3.3.1 Interest
Interest is recognised on a time proportion basis that reflects the effective yield on the asset or 
liability.

3.3.2 Gain / loss on investments
The gains or losses arising from the disposal of investments are recognised in the statement of income 
as they arise.

3.3.3 Dividends
Dividends are recognised when the Company’s right to receive payment is established.

3.3.4 Other revenue
Other revenue is measured at the fair value of the consideration received or receivable.
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3.4 Foreign currency translation

3.4.1 Transactions and balances
Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Assets 
and liabilities denominated in foreign currencies are translated into Swiss Francs at exchange rates 
 ruling on the balance sheet date.

Foreign exchange profits and losses are included in the income statement of the year in which the 
profits and losses arise.

3.4.2 Functional and presentation currency
The financial statements of the wholly-owned subsidiaries and the parent company are maintained in 
Swiss Francs, which represents their functional and presentation currency.

3.5 Investment portfolio
The Group has classified its investment securities as carried at fair value through profit and loss. Gains 
and losses arising from changes in the fair value of the financial assets at fair value through profit and 
loss category are presented in the income statement in the period in which they arise.

The investments of the Company are valued as follows:

Financial assets and financial liabilities designated at fair value through profit or loss at inception are •	

those that are managed and their performance evaluated on a fair value basis in accordance with the 
Company’s documented investment strategy. The Company’s policy is for the Investment Manager 
and the Board to evaluate the information about these financial assets on a fair value basis together 
with other related financial information;

Securities or derivatives listed on a stock exchange or traded on any other regulated market are val-•	

ued at the last available bid price as quoted in reasonable size by a reputable broker on such exchange 
or market. If a security is listed on several stock exchanges or markets, the last available price on the 
stock exchange, or market, that constitutes the main market for such securities, will be determined; 

Unquoted securities are valued based on the realisation value which will be estimated by the directors •	

with prudence and good faith. The directors will take into account the guidelines and principals for 
valuation of portfolio companies set out by the European Venture Capital Association, with particular 
consideration of the following factors:
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Investments will be reported at fair value at the reporting date, where fair value is the amount for  –
which an asset could be exchanged between knowledgeable, willing parties in an arm’s length 
transaction;
In estimating fair value for an investment, the directors will apply a methodology that is appropri- –
ate in light of the nature, facts and circumstances of the investment and its materiality in the con-
text of the total investment portfolio and will use reasonable assumptions and estimations.

An appropriate methodology will incorporate available information about all factors that are likely •	

materially to affect the fair value of the investment. The valuation methodologies will be applied 
consistently from period to period, except where a change would result in a better estimate of fair 
value. Any changes in valuation methodologies will be clearly stated. Listed below are the most widely 
used methodologies. In assessing which methodology is appropriate, the directors will be predis-
posed towards those methodologies that draw on market-based measures of risk and return. The 
valuation methodologies comprise:

Cost of recent investment; –
Earnings multiple; –
Net asset value; –
Discounted cash flows; –
Industry valuation benchmarks; –
Available market prices; and –
Any recent transaction involving the portfolio company and a bona fide third party. –

Methodologies utilising discounted cash flows and industry benchmarks will rarely be used in isolation 
of the market-based methodologies and then only with extreme caution. These methodologies, how-
ever, may be useful as a cross-check of values estimated using the market-based methodologies.

For private equity investments, the Company, where appropriate, may obtain independent valuations 
from valuation experts. These are evaluated by the board of directors who then decides on the fair 
value to be reflected in the financial statements. Because of the nature of the estimates underlying 
these valuations, such as the future cash flows, the discount rate applied etc, the actual values  
achieved upon sale of such investments may significantly differ from the fair values in the financial 
statements.

3.6 Taxation (see also note 8.2)
The Company provides for taxes when profits are earned. Deferred income tax is provided in full, using 
the liability method, on temporary differences arising between the tax bases of assets and liabilities 
and their carrying amounts in the consolidated financial statements. Deferred income tax is deter-
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mined using tax rates (and laws) that have been enacted or substantially enacted at the balance sheet 
date and are expected to apply when the related deferred income tax asset is realised or the deferred 
income tax liability is settled.

Deferred income tax assets arising from carried forward losses are recognised to the extent that it is 
probable that future taxable profit will be available against which the temporary differences can be 
utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and 
associates, except where the timing of the reversal of the temporary difference is controlled by the 
Group and it is probable that the temporary difference will not reverse in the foreseeable future.

3.7 Critical accounting estimates and judgments
Estimates and judgments are continually evaluated and are based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances.

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities 
within the next financial year. The resulting accounting estimates will, by definition, seldom equal the 
related actual results. The estimates and assumptions that have a significant risk of causing a material 
adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed 
below:

a) Fair value of financial instruments and derivatives
The fair value of financial instruments that are not traded in an active market (e.g. over-the-counter 
derivatives or private equity investments) is determined by using various valuation techniques. The 
Group uses its judgment to select a variety of methods and makes assumptions that are mainly based 
on market conditions existing at each balance sheet date. The valuation techniques used for the deter-
mination of the fair value of the main private equity investments are described in notes 5.2 to 5.5.

b) Investment in associates 
The Board considers the Group as a venture capital similar organisation. Consequently IAS 28 – “Invest-
ment in associate” does not apply to investments that would otherwise be associates or interests of 
venturers in jointly controlled entities. Those investments are classified as financial investment at fair 
value trough profit and loss and accounted for in accordance with IAS 39 – “Financial instruments: 
Recognition and measurement”. Those investments are measured at fair value, with changes in fair 
value recognised in profit or loss in the period in which they occur.
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3.8 Risk management policies
The Company’s risks at the end of the period under review are concentrated in its listed and unlisted 
equity positions. These are managed on a daily basis under the oversight of the investment committee 
and the board of directors.

Where possible, the Company secures representation via its Investment Manager on the board of direc-
tors of portfolio companies. The boards of these companies meet on a regular basis. In addition, the 
Company, via its Investment Manager, is in regular contact and meets up on a regular basis with the 
senior management of its portfolio companies. This will ensure that the Company is aware of any po-
tential operational risk which may arise for its investment companies and, accordingly, will be in a posi-
tion to introduce appropriate measures to mitigate any such risk.

3.8.1 Currency risk
Investments are usually not denominated in Swiss Francs, the functional and presentation currency of 
the Company. From time to time, the Company will consider to engage in financial derivative transac-
tions to protect the net assets against unfavourable currency fluctuations.

3.8.2 Summary of exposure to currency risk of monetary items
As of December 31, 2008 (Currency-CHF)

 CHF USD EUR GBP RUB Total

Assets       
  Cash and cash equivalents 72,877,426 303,034 2,177,902 69,549 377,735 75,805,646
  Accounts receivable 412,247 – – – – 412,247
  Investments at fair value through profit or loss – 46,930,470 – – – 46,930,470
 Total assets 73,289,673 47,233,504 2,177,902 69,549 377,735 123,148,363
         
Liabilities       
  Bank overdraft – – – – – –
  Forward foreign exchange contracts – 23,410,125 24,009,942 – – – 599,817
  Accounts payable and accrued expenses 803,484 22,682,789 2,109,495 – – 25,595,768
  Provisions for taxes 530,195 – – – – 530,195
 Total liabilities – 22,076,446 46,692,731 2,109,495 – – 26,725,780
         
Total net assets / equity 95,366,119 540,773 68,407 69,549 377,735 96,422,583
  Exchange rate against CHF 1.00000 1.06435 1.47950 1.53027 0.03486 
         
At December 31, 2008, had the exchange rate between foreign currencies and CHF increased or decreased by 5 % with all other variables held 
constant, the increase or decrease respectively in net assets would amount to approximately:
    USD EUR GBP RUB TOTAL

  Currency (CHF)  27,039 3,420 3,477 18,887 52,823
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As of December 31, 2007 (Currency-CHF)

 CHF USD EUR GBP RUB Total

Assets       
  Cash and cash equivalents 27,176,731 2,556,690 – – – 29,733,421
  Accounts receivable 289,502 2,264,300 – – – 2,553,802
  Investments at fair value through profit or loss – 95,296,590 – – – 95,296,590
 Total assets 27,466,233 100,117,580 – – – 127,583,813
         
Liabilities       
  Bank overdraft 141 – – – – 141
  Accounts payable and accrued expenses 3,388,558 – – – – 3,388,558
  Provisions for taxes 500,000 – – – – 500,000
 Total liabilities 3,888,699 – – – – 3,888,699
         
Total net assets / equity 23,577,534 100,117,580 – – – 123,695,114
         
  Exchange rate against CHF 1.00000 1.13215 1.65523 2.24930 0.04756 
         
At December 31, 2007, had the exchange rate between USD and CHF increased or decreased by 5 % with all other variables held constant, the 
increase or decrease respectively in net assets would amount to approximately CHF 5,005,879

3.8.3 Liquidity risk
The Company will invest in unlisted and listed direct and indirect investments that are generally illiquid. 
The liabilities of the Company are generally representing a minor part of the assets and are payable 
within three months. The Company maintains an adequate level of liquidity to face its liabilities. The 
liquidity risk of the Company is therefore marginal.

A shareholders’ loan of USD 21.3 million is included in the liabilities. This relates to a part distribution 
of cash proceeds received as a result of the disposal by Naftrans of its Georgian operating assets. Refer 
to note 5.2 for more details regarding the repayment terms of the loan.

3.8.4 Market risk
The Company’s exposure to market risk for changes in market prices relates primarily to any listed 
shares that may be held within the fair value through profit or loss category. In the future it is expected 
that any such listed shares will not comprise a significant part of the overall investment portfolio at the 
time of investment. Therefore, the Company generally does not use derivative financial instruments to 
hedge its market risk.
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For investments the Group bears the risk that these investments may be realised only after several 
years and that their fair value may change significantly. For details of these investments refer to notes 
5.2 to 5.5. The Board, from time to time, performs a sensitivity analysis of its unlisted private equity 
portfolio to get a feel for the impact of a possible market correction. For example, should the value of 
those investments change by +/– 25 % the impact on statement of income would be CHF 9,363,658. 
The shift of 25 % has been determined by the Board having regard to, inter alia, recent volatility seen in 
the private equity industry.

Investments in the CIS region may be highly volatile and investment valuations may be influenced by  
a wide variety of factors. From a macroeconomic perspective, world commodity price movements, par-
ticularly crude oil and gas, will impact on economic and corporate performance in many CIS countries. 
Other factors include, but are not limited to, changing supply and demand relationships, government, 
trade, fiscal, monetary and exchange control programmes and policies, national and international po-
litical and economic events, changes in interest rates, liquidity in markets and new tax regimes. In ad-
dition, from time to time governments intervene in certain markets or introduce policies to strengthen 
their participation in a market. The Company and its Investment Manager will regularly monitor devel-
opments in the macroeconomic environment in those jurisdictions where it has portfolio investments 
to identify market risks in time to consider appropriate steps to take in respect of such portfolio 
investments.

The legal frameworks are still developing in Russia and other CIS countries and have not achieved the 
same levels of structure, independence and certainty as in more developed economies. To mitigate risks 
associated with this uncertainty, the Company, where possible, structures investments to be subject to 
English law and English law shareholders’ agreements.

3.8.5 Credit risk
Credit risk is the risk that the counterparties for cash and cash equivalents will fail to discharge the 
obligation to repay. The Group seeks to mitigate its exposure to credit risk by conducting its contractual 
transactions with institutions that are reputable and well established. No monetary financial assets are 
past due or impaired. The Company does not expect any such losses.
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3.8.6 Interest rate risk 
The Group exposure to interest rate is limited to its cash and cash equivalent balance.

As of December 31, 2008 (Currency-CHF)

in CHF       

 Up to 1 year 1 – 5 years Over 5 years
Non-interest 

bearing Total

Assets      
  Cash and bank balances 75,805,646 – – – 75,805,646
  Investments at fair value through profit or loss – – – 46,930,470 46,930,470
  Other assets – – – 412,247 412,247
 Total assets 75,805,646 – – 47,342,717 123,148,363
        
Liabilities      
  Forward foreign exchange contracts – – – 599,817 599,817
  Other liabilities – – – 26,125,963 26,125,963
 Total liabilities – – – 26,725,780 26,725,780
        
Interest sensitivity 75,805,646 – – 20,616,937 96,422,583
        
The table below summarises average effective interest rates for monetary financial instruments:   
      31.12.2008 (% P.A.)
    CHF USD EUR GBP

Assets      
 Cash and bank balances  1.7500 2.2500 2.0000 –
        
Liabilities      
 Bank overdraft  4.6250 4.7500 4.1250 4.2500
        
If the interest rate on cash and cash equivalents moves by 50 bps, the statement of income impact would be CHF 379’028 on an annual basis.
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As of December 31, 2007 (Currency-CHF)
in CHF       

 Up to 1 year 1 – 5 years Over 5 years
Non-interest 

bearing Total

Assets      
  Cash and bank balances 29,733,421 – – – 29,733,421
  Investments at fair value through profit or loss – – – 95,296,590 95,296,590
  Other assets – – – 2,553,802 2,553,802
 Total assets 29,733,421 – – 97,850,392 127,583,813
        
Liabilities      
  Other liabilities – – – 3,888,699 3,888,699
 Total liabilities – – – 3,888,699 3,888,699
        
Interest sensitivity 29,733,421 – – 93,961,693 123,695,114
        
The table below summarises average effective interest rates for monetary financial instruments:    
      31.12.2007 (% P.A.)
      CHF USD

Assets      
 Cash and bank balances    1.1250 3.6250
        
Liabilities      
 Bank overdraft    3.6250 7.1880
        
If the interest rate on cash and cash equivalents moves by 50 bps, the statement of income impact would be CHF 148’667 on an annual basis.

3.8.7 Capital risk management 
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a 
 going concern in order to provide returns for shareholders and benefits for other stakeholders and to 
maintain an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the 
capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital to 
shareholders, issue new shares or sell assets to reduce debt. Consistent with others in the industry, the 
Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by 
total capital. Net debt is calculated as total borrowings less cash and cash equivalents. Total capital is 
calculated as shareholders’ equity as shown in the consolidated balance sheet plus net debt.

4 Earnings per share attributable to equity holders of the company
Earnings per share is calculated by dividing the net income for the period by the weighted average 
number of shares outstanding during the period.
 2008 2007

Earnings per share basic and diluted     
 Net profit attributable to equity holders CHF – 21,238,284 CHF 11,022,114
 Weighted average number of ordinary shares outstanding  2,587,403 1,686,649
Basic and diluted earnings per share CHF – 8.208 CHF 6.535
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5 Investment Portfolio

in CHF     

 2008 2007

Fair value of portfolio at incorporation  – 76,999,838
Fair value of portfolio at beginning of the period  95,296,590 –
      
Investment Portfolio Movement for the Period    
  Purchase of investments  76,113,891 –
  Sale of investments  – 95,266,077 –
  Net realised loss on disposal of investments  – 1,171,698 –
 Net investment portfolio movement for the period  – 20,323,884 –
      
  Changes in fair value, increase / (decrease)  – 28,642,053 18,296,752
 Fair value of portfolio at the end of the period  46,330,653 95,296,590
      
The investment portfolio is represented as follows on the balance sheet:    
      
 Held for Trading:    
  Listed equity securities held for trading  9,475,839 –
 Total held for trading  9,475,839 –
      
 Designated as Fair Value Through Profit or Loss:    
  Unlisted equity securities  37,454,631 95,296,590
 Total designated as fair value through profit or loss  37,454,631 95,296,590
      
 Total financial assets at fair value through profit or loss  46,930,470 95,296,590
      
 Derivatives:    
  Exchange rate forward agreements  – 599,817 –
 Total derivatives  – 599,817 –
      
Net changes in fair value on investments at fair value through profit or loss    
 Net realised (losses) / gains  – 1,006,673 –
 Changes in fair value, (decrease) / increase  – 28,642,053 –
 Total  – 29,648,726 –
      
 Net changes in fair value recognised on derivatives    
 Net realised gains  / (losses)  830,792 –
 Changes in fair value, (decrease) / increase  – 599,817 –
 Total  230,975 –
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5.1 Details of investment at fair value through profit or loss

Securities  Balance as of 01.01.2008 Movement in period (CHF) Realised (CHF) Changes in fair value (CHF) Balance as of 31.12.2008

  Quantity CHF Purchases and Additions Sales and Withdrawals Gains Losses Gains Losses Quantity CHF

MOSCOW CITY ELECTRIC NETWORK 1)  – – 1,117,311 – 1,117,311 – – – – – –
Subsequently merged with, and as a consequence the Company received shares in:            
MOSCOW UNITED ELECTRICITY DISTRIBUTION  – – 1,117,311 – – – – – 658,612 12,313,327 458,699
             
UES UNITED ENERGY SYSTEM 2) COMMON – – 13,303,462 – 13,303,462 – – – – – –
UES UNITED ENERGY SYSTEM 2) PREFERRED – – 6,269,915 – 6,269,915 – – – – – –
UES UNITED ENERGY SYSTEM 2) GDR – – 6,755,758 – 6,755,758 – – – – – –
As part of the transaction referred to in 2) below, the Company received shares in the following UES subsidiaries:          
RAO EASTERN ENERGY SYSTEM JSC  – – 867,005 – – – – – 829,796 18,400,000 37,210
RAO EASTERN ENERGY SYSTEM JSC PREF. SHARES  – – 113,215 – – – – – 101,635 6,400,000 11,580
FEDERAL GRID COMPANY OF UES OJSC  – – 3,224,256 – 3,700,910 612,061 – – – 92,095 10,173,273 43,312
IDGC HOLDING (MRSK HOLDING)  – – 3,755,892 – – – – – 3,088,545 20,900,000 667,347
IDGC HOLDING (MRSK HOLDING) PREF. SHARES  – – 621,453 – – – – – 539,711 6,400,000 81,742
INTER RAO UES JSC  – – 700,939 – 680,615 127,127 – – – 101,540 215,675,995 45,911
KUZBASSENERGO JSC  – – 227,014 – – – – – 190,909 16,961,051 36,105
MOSCOW POWER JSC (MOSENERGO)  – – 1,056,382 – 1,184,932 128,557 – – – 5 50 2
FEDERAL HYDROGENERATION COMPANY JSC  – – 5,473,827 – 3,944,626 480,254 – – – 1,351,014 30,777,731 658,441
TERRITORIAL GENERATION COMPANY NO 1 OJSC  – – 914,205 – – – – – 815,478 927,579,908 98,727
TERRITORIAL GENERATION COMPANY NO 2 OJSC  – – 313,901 – – – – – 280,376 314,979,184 33,525
TERRITORIAL GENERATION COMPANY NO 4 OJSC  – – 419,217 – 433,471 39,754 – – – 23,025 23,263,819 2,476
TERRITORIAL GENERATION COMPANY NO 6 OJSC  – – 258,609 – 231,375 21,863 – – – 41,453 71,823,486 7,645
VOLZHSKAYA TERRITORIAL GENERATION COMPANY OJSC  – – 577,192 – 615,647 48,898 – – – 9,356 146,011 1,088
SOUTH GENERATION COMPANY NO 8 OJSC  – – 703,572 – 732,398 34,369 – – – 1,349 3,283,341 4,194
TERRITORIAL GENERATION COMPANY NO 9 OJSC  – – 324,432 – 342,792 45,098 – – – 22,471 133,615,552 4,266
TERRITORIAL GENERATION COMPANY NO 10 OJSC  – – 980,028 – 798,021 77,697 – – – 202,339 56,733 57,365
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC  – – 30,471 – – – – – 29,173 6,100,000 1,299
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC  – – 49,139 – – – – – 46,521 12,300,000 2,618
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC PREF. SHARES  – – 28,962 – – – – – 28,962 6,400,000 –
ENISEYSKA TERRITORY GENERATION COMPANY  – – 258,609 – 284,182 25,572 – – – 0 49 –
TERRITORIAL GENERATION COMPANY NO 14 OJSC  – – 71,673 – – – – – 46,590 235,663,365 25,083
FIRST GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 1,664,585 – – – – – 1,403,748 23,339,695 260,837
SECOND GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 822,053 – 909,426 87,374 – – – 0 8 –
THIRD GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 822,053 – 940,816 118,763 – – –  – –
FOURTH GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 1,475,015 – 1,701,705 226,690 – – –  – –
SIXTH GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 874,711 – 985,341 110,630 – – –  – –
             
EASTERN PROPERTY HOLDINGS LTD.  – – 11,337,629 – – – – – 4,401,260 343,000 6,936,369
Sub-total listed investments at fair value through profit or loss – trading  – – 66,529,797 – 44,932,701 2,184,706 – – – 14,305,962 9,475,839
NAFTRANS LTD, LIMASSOL, CYPRUS 3)  9,213,540 15,110,412 – – – – – – 4,054,641 9,213,540 11,055,771
NAFTRANS LTD, LIMASSOL, CYPRUS REDEEMABLE 3)  22,000,000 36,080,493 – – – – – – 9,681,633 22,000,000 26,398,860
ALINI INVESTMENTS B.V.  4,500 44,105,685 – – 40,314,489 – – 3,791,196 – – – –
Sub-total unlisted investments at fair value through profit or loss   95,296,590 – – 40,314,489 – – 3,791,196 – – 13,736,274 37,454,631
FORWARD FOREIGN EXCHANGE CONTRACTS  – – 154,685,325 – 155,081,325 396,000 – – – 599,817 – 599,817
RTS INDEX FUTURE 09.08  – – 9,584,095 – 10,018,887 681,282 – 246,490 – –  –
Sub-total derivative financial instruments   – 164,269,420 – 165,100,212 1,077,282 – 246,490 – – 599,817 – 599,817
Total investments   95,296,590 230,799,217 – 250,347,403 3,261,988 – 4,037,686 – – 28,642,053 46,330,653

1)  Since the acquisition of the shares in Moscow City Electric Network, the company merged with Moscow United Electricity Distribution. Consequently, the receipt of shares in the merged 
company has been treated as an addition in the table above, whilst the shares previously held in Moscow City Electric Network have been shown as a withdrawal.

2)  Since the acquisition of the shares in UES, the company has distributed the shares in all its underlying subsidiaries. Consequently, the receipt of shares in the unbundled companies  
have been treated as additions in the table above, whilst the shares previously held in UES have been shown as withdrawals.

3)  See note 5.2, the decrease in fair value comprises the CHF 10.5 million special dividend distribution received in respect of the sale of Naftrans’s Georgian operating assets to the  
KazMunaiGas group.
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5.1 Details of investment at fair value through profit or loss

Securities  Balance as of 01.01.2008 Movement in period (CHF) Realised (CHF) Changes in fair value (CHF) Balance as of 31.12.2008

  Quantity CHF Purchases and Additions Sales and Withdrawals Gains Losses Gains Losses Quantity CHF

MOSCOW CITY ELECTRIC NETWORK 1)  – – 1,117,311 – 1,117,311 – – – – – –
Subsequently merged with, and as a consequence the Company received shares in:            
MOSCOW UNITED ELECTRICITY DISTRIBUTION  – – 1,117,311 – – – – – 658,612 12,313,327 458,699
             
UES UNITED ENERGY SYSTEM 2) COMMON – – 13,303,462 – 13,303,462 – – – – – –
UES UNITED ENERGY SYSTEM 2) PREFERRED – – 6,269,915 – 6,269,915 – – – – – –
UES UNITED ENERGY SYSTEM 2) GDR – – 6,755,758 – 6,755,758 – – – – – –
As part of the transaction referred to in 2) below, the Company received shares in the following UES subsidiaries:          
RAO EASTERN ENERGY SYSTEM JSC  – – 867,005 – – – – – 829,796 18,400,000 37,210
RAO EASTERN ENERGY SYSTEM JSC PREF. SHARES  – – 113,215 – – – – – 101,635 6,400,000 11,580
FEDERAL GRID COMPANY OF UES OJSC  – – 3,224,256 – 3,700,910 612,061 – – – 92,095 10,173,273 43,312
IDGC HOLDING (MRSK HOLDING)  – – 3,755,892 – – – – – 3,088,545 20,900,000 667,347
IDGC HOLDING (MRSK HOLDING) PREF. SHARES  – – 621,453 – – – – – 539,711 6,400,000 81,742
INTER RAO UES JSC  – – 700,939 – 680,615 127,127 – – – 101,540 215,675,995 45,911
KUZBASSENERGO JSC  – – 227,014 – – – – – 190,909 16,961,051 36,105
MOSCOW POWER JSC (MOSENERGO)  – – 1,056,382 – 1,184,932 128,557 – – – 5 50 2
FEDERAL HYDROGENERATION COMPANY JSC  – – 5,473,827 – 3,944,626 480,254 – – – 1,351,014 30,777,731 658,441
TERRITORIAL GENERATION COMPANY NO 1 OJSC  – – 914,205 – – – – – 815,478 927,579,908 98,727
TERRITORIAL GENERATION COMPANY NO 2 OJSC  – – 313,901 – – – – – 280,376 314,979,184 33,525
TERRITORIAL GENERATION COMPANY NO 4 OJSC  – – 419,217 – 433,471 39,754 – – – 23,025 23,263,819 2,476
TERRITORIAL GENERATION COMPANY NO 6 OJSC  – – 258,609 – 231,375 21,863 – – – 41,453 71,823,486 7,645
VOLZHSKAYA TERRITORIAL GENERATION COMPANY OJSC  – – 577,192 – 615,647 48,898 – – – 9,356 146,011 1,088
SOUTH GENERATION COMPANY NO 8 OJSC  – – 703,572 – 732,398 34,369 – – – 1,349 3,283,341 4,194
TERRITORIAL GENERATION COMPANY NO 9 OJSC  – – 324,432 – 342,792 45,098 – – – 22,471 133,615,552 4,266
TERRITORIAL GENERATION COMPANY NO 10 OJSC  – – 980,028 – 798,021 77,697 – – – 202,339 56,733 57,365
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC  – – 30,471 – – – – – 29,173 6,100,000 1,299
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC  – – 49,139 – – – – – 46,521 12,300,000 2,618
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC PREF. SHARES  – – 28,962 – – – – – 28,962 6,400,000 –
ENISEYSKA TERRITORY GENERATION COMPANY  – – 258,609 – 284,182 25,572 – – – 0 49 –
TERRITORIAL GENERATION COMPANY NO 14 OJSC  – – 71,673 – – – – – 46,590 235,663,365 25,083
FIRST GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 1,664,585 – – – – – 1,403,748 23,339,695 260,837
SECOND GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 822,053 – 909,426 87,374 – – – 0 8 –
THIRD GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 822,053 – 940,816 118,763 – – –  – –
FOURTH GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 1,475,015 – 1,701,705 226,690 – – –  – –
SIXTH GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC  – – 874,711 – 985,341 110,630 – – –  – –
             
EASTERN PROPERTY HOLDINGS LTD.  – – 11,337,629 – – – – – 4,401,260 343,000 6,936,369
Sub-total listed investments at fair value through profit or loss – trading  – – 66,529,797 – 44,932,701 2,184,706 – – – 14,305,962 9,475,839
NAFTRANS LTD, LIMASSOL, CYPRUS 3)  9,213,540 15,110,412 – – – – – – 4,054,641 9,213,540 11,055,771
NAFTRANS LTD, LIMASSOL, CYPRUS REDEEMABLE 3)  22,000,000 36,080,493 – – – – – – 9,681,633 22,000,000 26,398,860
ALINI INVESTMENTS B.V.  4,500 44,105,685 – – 40,314,489 – – 3,791,196 – – – –
Sub-total unlisted investments at fair value through profit or loss   95,296,590 – – 40,314,489 – – 3,791,196 – – 13,736,274 37,454,631
FORWARD FOREIGN EXCHANGE CONTRACTS  – – 154,685,325 – 155,081,325 396,000 – – – 599,817 – 599,817
RTS INDEX FUTURE 09.08  – – 9,584,095 – 10,018,887 681,282 – 246,490 – –  –
Sub-total derivative financial instruments   – 164,269,420 – 165,100,212 1,077,282 – 246,490 – – 599,817 – 599,817
Total investments   95,296,590 230,799,217 – 250,347,403 3,261,988 – 4,037,686 – – 28,642,053 46,330,653

1)  Since the acquisition of the shares in Moscow City Electric Network, the company merged with Moscow United Electricity Distribution. Consequently, the receipt of shares in the merged 
company has been treated as an addition in the table above, whilst the shares previously held in Moscow City Electric Network have been shown as a withdrawal.

2)  Since the acquisition of the shares in UES, the company has distributed the shares in all its underlying subsidiaries. Consequently, the receipt of shares in the unbundled companies  
have been treated as additions in the table above, whilst the shares previously held in UES have been shown as withdrawals.

3)  See note 5.2, the decrease in fair value comprises the CHF 10.5 million special dividend distribution received in respect of the sale of Naftrans’s Georgian operating assets to the  
KazMunaiGas group.
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5.2 Naftrans Limited
Naftrans, through its subsidiaries, operated the Batumi oil terminal in Adjaria, Georgia on the Black Sea 
coast. Its principle activity was the provision of oil and oil related product rail forwarding (transported 
oil from Gardabani on the Azerbaijan – Georgia border to the Batumi oil terminal) and transhipment 
and storage at the Batumi port. 

The Batumi oil terminal has been in operation since the 1890s and was privatised in 1999. Subsequently, 
Naftrans became the terminal operator and a complete restructuring project has been executed. The 
Batumi terminal is one of the few existing transportation points for crude oil products shipped out of 
the Caspian Basin and Batumi, in the past, has been a preferred shipping port for major hydrocarbon 
producers in Kazakhstan and Azerbaijan. During the latter part of 2006, Naftrans took operational con-
trol of the Batumi Port via an acquisition of Port Capital Partners Limited, effective 1 January 2007. 
This strengthened Naftrans’s strategic positioning in the region. 

Sale by Naftrans of its Georgian assets and dividend and shareholders’ loan received
During early March 2008, Naftrans sold all its subsidiaries which held its Georgian operating assets to 
the KazMunaiGas group for cash. During 2008, the Company has received a special dividend of  
CHF 10.5 million in respect of this sale which is recognised in the profit and loss account as dividend 
income. In July 2008, the Company also received a further USD 21.311 million from Naftrans as an in-
terest free shareholders’ loan. The shareholders’ loan forms part of the distribution arrangements to 
Naftrans shareholders, comprising the sales proceeds from the KazMunaiGas transaction. The warranty 
period linked to the KazMunaiGas transaction expired on February 6, 2009. During December 2008, a 
KazMunaiGas group entity lodged a claim with Naftrans for USD 6.9 million. This was the only claim 
submitted prior to the expiration of the warranty period. Naftrans has obtained legal advice confirming 
that the claim is not valid under the warranties provided under the KazmunaiGas transaction. Accord-
ingly, Naftrans will deal with this matter in a manner to best protect the interest of its shareholders.

Naftrans has commenced with a process to realise its remaining non cash assets and to, inter alia, in-
vestigate optimum distribution mechanisms for resultant cash proceeds to its shareholders. Until the 
Company receives the remainder of the cash proceeds it is entitled to, it will continue to hold all its 
shares in Naftrans. However, to secure an alternative exit route, ENR, prior to year-end 2008, concluded 
an agreement with Greenoak, the holding company of Naftrans’s management under which ENR has 
the right to put all its shares in Naftrans to Greenoak after the expiry of the warranty period. Should 
ENR do so, Greenoak has to acquire ENR’s shares in Naftrans for USD 13.9 million and assume any lia-
bility ENR may have to repay its USD 21.311 million shareholders’ loan. The shareholders’ loan is only 
repayable in the event where the KazMunaiGas group submitted claims under the warranties in excess 
of USD 100 million, which, as stated above, was not the case.
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The fair value at December 31, 2008 attributed to Naftrans was based on the aforementioned KazMunai-
Gas transaction value, adjusted for the CHF 10.5 million dividend received during 2008.

Change in fair value
At December 31, 2007 the USD/CHF exchange rate was 1.13215. Since then, the USD weakened against 
the CHF and at December 31, 2008 the exchange rate was USD/CHF 1.06435. This resulted in an unrea-
lised exchange loss on the Naftrans shares of CHF 3.2 million, which forms part of the change in fair 
value shown in the table in note 5.1 as unrealised loss.

5.3 Alini Investments B.V. (Romanov Dvor)
In 2003 the Company acquired an interest in two class A office and retail buildings in the Romanov 
Dvor-2 business complex, situated at 4 Romanov Pereulok in the Central Administrative district in Mos-
cow. The complex includes two adjoining buildings containing 37,200 sq. m of gross building area 
(“GBA”), with a common three-level underground part. It is situated within a 5 minute walk from the 
nearest metro stations – Arbatskaya and Biblioteka imeni Lenina. The office complex has been devel-
oped in two phases and the first seven-storied building with a GBA of 26,700 sq. m commenced opera-
tions in October 2003. The second six-storied building with a GBA of 10,500 sq. m was completed dur-
ing early 2006. The below grade part of the complex hosts a parking area for 146 cars, a fitness centre 
with a swimming pool and a five screen cinema.

The rentable area of building one is 16,157 sq. m and is fully let with leases ranging from five to 15 years 
and rental rates varying from USD 400 to USD 1,625 per sq. m annually (net of operating expenses and 
value added tax), depending on the size and the location of the premises within the building. The rent-
able area of building two is 7,500 sq. m and is fully let with average lease periods of five years and 
rental rates varying from USD 250 to USD 1,100 per sq. m annually (net of operating expenses and value 
added tax). 

The investment was made by way of shareholder loans and the acquisition of a 77 % interest of Panariello 
Enterprises Limited (Cyprus) (“Panariello”), which, in turn owned 25 % of the shares in Alini. Alini holds 
the property rights to the properties and buildings. Valartis International Ltd concluded a sub-partici-
pation agreement with ENR Investment Ltd, securing a 6.88 % economic interest of Panariello. Accord-
ingly, the Company held an economic interest of 17.53 % in the project.
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Sale of the 25 % interest in Alini
During early March 2008, Panariello sold its 25 % interest in Alini to the majority shareholder for  
USD 39.126 million of which net sale proceeds of USD 27.295 million accrued to the Company for its 
17.53 % economic interest in Alini.

Realised loss
As at December 31, 2007, the Alini valuation was based on the aforementioned transaction. At that 
date, the USD/CHF exchange rate was 1.13215. Since then, the USD weakened against the CHF and, 
 during March 2008 on the implementation of the transaction, the exchange rate was USD/CHF 0.9844. 
This resulted in a realised exchange loss of CHF 3.791 million, which is included in the realised loss on 
investments, as illustrated in the table set out in note 5.1.

5.4 Unified Energy System
Historically UES, a majority state owned Russian group listed in London and Moscow, owned the major-
ity of Russia’s electricity assets including power generation, heating and regional transmission 
companies.

Prior to the announced delisting of UES and the unbundling of its subsidiaries ENR made an investment 
of USD 26.8 million in UES. Initially ENR bought ordinary shares, preference shares and global deposi-
tary receipts in UES and upon the unbundling it received shares in the subsidiaries of UES covering all 
spectrums of electricity production, generation and distribution.

Fair value at December 31, 2008 attributed to the shares was based on the closing bid price of the 
shares at this date.

5.5 Eastern Property Holdings Limited
EPH is a Russian focused real estate development company listed on the SIX Swiss Exchange. Through-
out 2008, the discount to the NAV of EPH increased materially. ENR had a position of CHF 6.9 million in 
EPH at year-end 2008.

Fair value at December 31, 2008 attributed to the shares was based on the closing bid price of the 
shares at this date.
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6 Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and in hand and short-term deposits with an original maturity of 
three months or less. Bank overdrafts are shown within borrowings in the liabilities of the balance sheet.

in CHF     

 31.12.2008 31.12.2007

 Valartis Bank* Others Valartis Bank* Others

  Cash at bank and in hand 39,691,472 14,514 14,744,448 8,538
  Money market instruments – 28,360 – 14,980,435
  Fiduciary deposits** 36,071,300 – – –
 Subtotal 75,762,772 42,874 14,744,448 14,988,973
  Bank overdraft – – – – 141
 Cash and cash equivalents 75,762,772 42,874 14,744,448 14,988,832
Total cash and cash equivalents 75,805,646 29,733,280

* Valartis Bank is a group-related party  
** Fiduciary deposits are held by independent third party banks and financial institutions and are held on a short term basis to address potential liquidity risks.  

7 Accounts receivable

in CHF   

 31.12.2008 31.12.2007

 Receivable from sale of securities – 2,264,300
 Accrued interest – 270,379
 Other 412,247 19,123
Total receivable 412,247 2,553,802

89



8 Liabilities
8.1 Accounts payable and accrued expenses

in CHF   

  31.12.2008 31.12.2007

 Management fees 522,930 220,416
 Provision for performance fees – 2,556,216
 Naftrans Limited (see note 5.2) 22,682,789 –
 Other creditors 2,390,049 611,926
Balance at the end of the period 25,595,768 3,388,558

8.2 Taxes
The Company pays Swiss taxes on capital of 0.07 %. Net income from Cyprus subsidiaries is taxed at 
4.25 %. Net income from the Cayman Islands subsidiary is not taxed. No deferred taxes are calculated 
on unrealised gains on securities as tax exempt in the corresponding legislation.

in CHF   

  31.12.2008 31.12.2007

Balance at beginning of period 500,000 500,000
  Payment during the period – –
  Charge for the period 30,195 –
 Balance at the end of the period 530,195 500,000
     
Profit before tax – 22,801,243 16,982,011
     
  Tax calculated at domestic tax rates applicable to profits in the respective countries – 721,735
  Deduction for income not subject to tax – – 721,735
 Income tax charges – –
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9 Share capital
As of December 31, 2008 the issued ordinary share capital of the Company was CHF 32.8 million 
(31.12.2007: CHF 31.1 million), divided into 2,644,402 (31.12.2007: 2,509,560) bearer shares with a par 
value of CHF 12.40 (31.12.2007: CHF 12.40) each and one voting right per share. There are no restric-
tions on share transfers.

Article 11 of the Company’s Articles of Association contains an an “Opting Out” clause regarding mat-
ters dealt with in article 32 of SESTA and waives the requirement to make a public tender offer when-
ever a shareholder acquires shares exceeding the threshold of 33 1/3 %, conversely 49 %, of the voting 
rights.

On January 8, 2008 the Company issued 134,842 new shares at a price of CHF 32.00 per share through 
the exercise of the over-allotment option granted to Valartis Bank AG, the lead manager of the Com-
pany’s capital increase in December 2007.

9.1 Issued capital
   31.12.2008 31.12.2007

Issued Capital Number of shares CHF Number of shares CHF

 Opening balance / at incorporation 2,509,560 31,118,544 1,610,615 19,971,626
 Capital increase 134,842 1,672,041 898,945 11,146,918
Closing balance 2,644,402 32,790,585 2,509,560 31,118,544

9.2 Treasury stock
   31.12.2008 31.12.2007

  Number of shares Number of shares

 Opening balance  145,545 –
 Purchases  47,000 145,545
 Sales  – 145,545 –
Closing balance  47,000 145,545

Transaction in treasury stock during the period
Number of shares 

purchased Currency Average price Amount purchased

Month:     
 April 47,000 CHF 33.03 1,552,228

   
Number of shares 

sold Currency Average price Amount sold

Month:     
 February 145,545 CHF 31.97 4,653,481
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9.3 Conditional and authorised capital
Article 8 of the Company’s Articles of Association provides for a conditional capital pursuant to which 
the Company’s share capital may be increased through the exercise of options or conversion rights up 
to a maximum amount of CHF 9,985,806.80 through the issue of a maximum of 805,307 bearer shares 
with a par value of CHF 12.40 each.

Article 8bis of the Company’s Articles of Association authorises the Board to increase the Company’s 
share capital, in one or several blocks, by a maximum nominal amount of CHF 8,313,766.00, through 
the issue of a maximum of 670,465 fully paid in bearer shares with a par value of CHF 12.40 each.

Existing shareholders have no preferential subscription right with regards to the conditional capital.

   31.12.2008 31.12.2007

Conditional and Authorised Capital Number of shares CHF Number of shares CHF

 Conditional capital 805,307 9,985,807 805,307 9,985,807
 Authorised increase of capital 670,465 8,313,766 805,307 9,985,807
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10 Related Transactions
10.1 Valartis International Ltd. 
Valartis International Ltd. (a fully owned subsidiary of Valartis Group AG, Baar, Switzerland) is the In-
vestment Manager of the Company. The Company pays to the Investment Manager a management fee 
payable quarterly in arrears in Swiss Francs of 2 % (plus VAT if applicable) per annum of the Company’s 
average Attributable NAV, as adjusted by adding back the amount of any outstanding debt issued by the 
Company or by any of its subsidiaries or affiliates that is convertible into or exchangeable for shares of 
the Company.

Considering that a different Valartis Group AG subsidiary acts as the investment manager of EPH, the 
Board believes that it is not appropriate for the ENR Investment Manager to earn management fees on 
the EPH investment held by ENR. Accordingly, ENR’s administrator, Rhône Audit Société Fiduciaire SA, 
adjusts the basis of the calculation of management fees to ensure that the EPH investment is not taken 
into account for management fee calculation purposes. 

Out-of-pocket expenses incurred by the Investment Manager in carrying out the investigative and  
“due diligence” analysis required in pursuing likely investment opportunities and in monitoring existing 
investments are borne by the Company.

In addition, the Investment Manager is entitled to receive a performance fee equal to 17.5 % (plus VAT 
if applicable) of the total net profits (sale proceeds less acquisition costs and transaction costs) rea-
lised by the Company on such investment in the event of a sale, another form of disposal or a refinanc-
ing of an investment held by the Company, provided the annual hurdle rate of 8 % has been reached by 
the Company.

in CHF   

Management fees 31.12.2008 31.12.2007

  Management fees for the period 2,145,984 220,416
 Balance payable at the end of the period 522,930 220,416
     
Performance fees 31.12.2008 31.12.2007

  Provision for performance fees for the period – 2,556,216
  Final performance due on profit realised on sale of investments in 2008 2,313,928 –
  Less: Provision for performance fees as at December 31, 2007 – 2,556,216 –
  Difference through profit and loss account (release of provision) – 242,288 –
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10.2 Directors’ fees

in CHF   

 31.12.2008 31.12.2007

 G. Stenbolt – –
 C. Löw (resigned with effect 31 December 2008) 25,000 –
 W. Fetscherin 50,000 –
Total 75,000 –

Christoph Löw, a director of the Company (resigned with effect December 31, 2008), owns 350 shares 
in ENR Russia Invest SA.

10.3 Significant shareholders as of December 31, 2008
Valartis Bank AG, Zürich, MCG Holding SA, Baar, MCT Global Opportunities Fund, Grand-Cayman, ENR, 
Geneva and Valartis International Ltd. jointly own 50.58 % (1,337,407 shares) of the share capital of the 
Company.

Hansa AG, Baar, owns 33.76 % (892,703 shares) of the share capital of the Company.

10.4 Other
Valartis International Ltd. holds a 6.88 % economic interest in Panariello Enterprises Ltd. governed by a 
sub-participation agreement between ENR Investment Ltd. and Valartis International Ltd. dated May 7, 
2003.

Gustav Stenbolt, who is the delegate of the Board of MCG Holding SA, the major shareholder of Valartis 
Group AG, is a member of the Investment Committee and a Board member of ENR.
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11 Segment reporting
Since the Company only has one sector of business activity and one geographical sector, the break-
down by segment does not apply.

12 Risk assessment
An extensive overview of the risk factors that the Group is faced with was given in the listing prospec-
tus published in November 2007. The Board, in cooperation with the Investment Manager, assesses the 
potential impact of the identified risk factors on the financial performance of the Group and imple-
ments risk management policies accordingly. Certain risk factors, e.g. portfolio concentration and 
hedging policies regarding currency exposure, are dealt with in the investment guidelines, which pro-
vide the general framework under which the Group’s operations are carried out.

On a day-to-day basis the Investment Manager has the operative responsibility for the Group, including 
the risk management functions. This role, however, is performed under the overview of the Board.

The Board, supported by the Investment Manager, performs a review of the potential risk factors, 
 including those that arise from the accounting and financial reporting, and assesses their potential 
 impact on the Group’s operations no less frequently than annually. Throughout the internal control 
system framework on financial reporting relevant control measures are defined, which reduce the 
 financial risk. Should the risk environment change substantially, measures are taken on the level of the 
Board to alleviate such risks, including updating relevant risk management policies.
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Independent Auditor’s report
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 Note 31.12.2008 31.12.2007

Assets    
 Current assets    
  Cash and cash equivalents  28,547,855 25,719,303
  Investments – current  1,198,500 4,621,054
  Accounts receivable  412,248 98,838
 Total current assets  30,158,603 30,439,195
      
 Non-current assets    
  Investments – non-current  20,000,615 20,000,615
 Total non-current assets  20,000,615 20,000,615
      
 Total assets  50,159,218 50,439,810
      
      
Liabilities    
  Provision for taxes  30,195 –
  Accrued expenses  673,981 2,830,380
  Forward foreign exchange contracts  599,817 –
  Payable to subsidiaries  5,112,264 4,749,000
 Total liabilities  6,416,257 7,579,380
      
Shareholders’ Equity    
  Share capital 2 32,790,585 31,118,544
  Capital paid in excess of par value (share premium) 2 15,482,734 10,182,595
  Treasury stock 2 1,552,228 4,593,149
  Retained losses 2 – 6,082,586 – 3,033,857
 Total shareholders’ equity  43,742,961 42,860,431
      
 Total liabilities and shareholders’ equity  50,159,218 50,439,810

  

Parent Company balance sheet as at December 31, 2008 
(Currency-CHF)
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Parent Company income statement and retained losses for the year ended  
December 31, 2008
(Currency-CHF)

    
 Notes 2008 2007

Revenue    
  Interest income  451,508 34,862
  Gain on investments  32,427 27,905
  Exchange gain  2,883 –
 Total revenue  486,818 62,767
      
Expenses    
  Management fees  2,145,984 220,416
  Performance fees  – 242,288 2,556,216
  Administrative fees  86,870 156,570
  Investment bank and professional fees  23,367 83,953
  Directors’ fees and expenses  339,101 –
  Publication, marketing and other expenses  181,074 74,328
  Bank charges and interest expenses  – 690
  Unrealised loss on investments  353,728 –
  Unrealised loss on forward foreign exchange contracts  599,817 –
  Exchange loss  – 4,451
  Taxes  47,894 –
 Total expenses  3,535,547 3,096,624
      
 Loss for the period  – 3,048,729 – 3,033,857
      
Retained earnings  2,008 2,007
  Retained losses at the beginning of the period  – 3,033,857 –
  Allocation from reserve for own shares  – –
  Net loss for the period  – 3,048,729 – 3,033,857
 Retained losses at the end of the period  – 6,082,586 – 3,033,857
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Notes to the parent company financial statements as of December 31, 2008 
These notes are an extract of the notes to the consolidated financial statements and should be read in conjunction with them.

1 Controlled subsidiaries
The subsidiaries of ENR are described in note 3.2 to the Consolidated Financial Statements.

2 Share capital
As of December 31, 2008 the issued ordinary share capital of the Company was CHF 32.8 million 
(31.12.2007: CHF 31.1 million), divided into 2,644,402 (31.12.2007: 2,509,560) bearer shares with a par 
value of CHF 12.40 (31.12.2007: CHF 12.40) each and one voting right per share. There are no restric-
tions on share transfers.

On January 8, 2008 the Company issued 134,842 new shares at a price of CHF 32.00 per share through 
the exercise of the over-allotment option granted to Valartis Bank AG the lead manager of the Com-
pany’s capital increase in December 2007.

2.1 Movements in shareholders’ equity of the parent company
      
 Share capital Share premium Treasury stock Retained earnings Total

Balance as at December 31, 2007 31,118,544 10,182,595 4,593,149 – 3,033,857 42,860,431
       
 Increase of share capital 1,672,041 2,259,218 – – 3,931,259
 Allocation from reserve from own shares – 4,593,149 – 4,593,149 – –
 Purchase of treasury stock – – 1,552,228 1,552,228 – –
 Net result for the period – – – – 3,048,729 – 3,048,729
Balance as at December 31, 2008 32,790,585 15,482,734 1,552,228 – 6,082,586 43,742,961

2.2 Conditional and authorised capital
Article 8 of the Company’s Articles of Association provides for a conditional capital pursuant to which 
the Company’s share capital may be increased by the exercise of option or conversion rights up to  
a maximum amount of CHF 9,985,806.80 through the issue of a maximum of 805,307 bearer shares  
of par value of CHF 12.40 each.

Article 8bis of the Company’s Articles of Association authorises the Board to increase the Company’s 
share capital, in one or several blocks, by a maximal nominal amount of CHF 8,313,766.80, through the 
issue of a maximum of 670,465 fully paid in bearer shares with a par value of CHF 12.40 each.
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Price information

in CHF   

Date
Attributable Net  
Assets (millions)

Attributable NAV  
per share Share price

 31.12.2007 115.3 45.94 31.75
 31.03.2008 108.7 41.11 31.00
 30.06.2008 110.0 41.61 37.50
 30.09.2008 107.0 40.47 34.00
 31.12.2008 97.7 36.93 26.00
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Investment Guidelines

1. Investment Objective

To invest in private and public companies in 
Russia and other CIS countries and in the Baltic 
States and to assist portfolio companies to grow 
turnover and to improve margins and generate 
long term capital returns on invested capital. 

2. Investment Policy

The investment philosophy is growth-oriented 
and the focus is primarily on longer term capital 
appreciation. However, from time to time there 
may be certain investments which have a shorter 
investment horizon, reflecting specific market 
opportunities.

3. Investment Object

Investments will be done primarily through eq-
uity and/or equity related and/or debt instru-
ments in companies operating in Russia, other 
members of the CIS and the Baltic States.

The Company will seek to have an influence on 
the management of portfolio companies and, 
where possible, take up board positions, whilst 
ensuring that minority interests are adequately 
protected.

The Company may place part of its assets in 
temporary investments for cash management 
purposes, in order to maximise interim returns 
on cash and to meet its operational expenses. 

The Company, where its capital resources have 
not been fully invested, may take temporary  
defensive positions if the Investment Manager 
determines either that opportunities for capital 
appreciation are limited at that time or that sig-
nificant diminutions in value may occur. Tempo-
rary investments include cash investments as 
well as debt and money market instruments is-
sued by governments, financial institutions or 
companies, where these investments will be de-
nominated in the currency of the relevant CIS 
country and/or Baltic State or any freely con-
vertible currency.

The Company may seek from time to time to 
hedge all or a portion of its risks or its invest-
ments through the defensive use of derivative 
transactions, including, but not limited to,  
futures, options, swaps or any combination 
thereof.

The Company and/or its subsidiaries may from 
time to time make use of various forms of lever-
age in a manner commensurate with reasonable 
risk management in order to achieve its invest-
ment objective on an investment-by-investment 
basis.

The Company may also from time to time im-
pose further investment restrictions, as are 
compatible with or in the interest of investors 
or, in certain circumstances, to comply with the 
laws and regulations in Russia, other CIS coun-
tries or the Baltic States.
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4. Investment Process and Selection

Factors considered
Factors taken into consideration when analysing 
potential investments include:

market positioning and competitive •	

advantages;
strength, depth and commitment of the •	

management team;
possibility to make a qualified influence  •	

to the management and contribute to the 
future growth of the company;
existence of a coherent and realistic long •	

term business plan;
valuation and relevant asset values;•	

corporate governance issues; and•	

minority protections via shareholder and/or •	

any other relevant agreement(s).

Process
Investment opportunities are identified and 
analysed by the Investment Manager or its del-
egates or agents within the framework of these 
Investment Guidelines. The Investment Manager 
or its delegates or agents will manage the 
screening process and, inter alia, conduct inter-
views with management and owners with the 
objective of aligning differing interests. The In-
vestment Manager’s responsibilities include val-
uations, market analyses, competition analyses, 
debt capacity calculations, bid tactics, tax opti-
mizing holding structures, financing structures, 
raising of debt finance, management incentives, 
personnel reinforcements required, due dili-
gence processes and the intended exit strategy.

Day-to-day investment decisions will be made 
solely by the Investment Committee, appointed 
by the Investment Manager in accordance with 
the Investment Guidelines as determined by  
the Board. The Investment Guidelines may be 
amended by the Board at any time, in whole or 
in part. Amendments will become effective upon 
their approval by the Board. The Company may 
from time to time impose further investment re-
strictions, compatible with or in the interest of 
investors, or, in certain circumstances, in order 
to comply with relevant country laws and 
regulations.

5. Investment Restriction

The Company may not, at the time of the invest-
ment, hold more than 20 % of its net asset value 
in any one investment.

Resolved by the Board on November 15, 2007
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