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Letter to Shareholders

Dear shareholders,
During 2009 ENR Russia Invest SA (“ENR” or “the
Company”) sought to enhance returns on cash
resources. Accordingly, ENR deployed some CHF
46.37 million during the course of the year to acquire a range of local and foreign currency fixed
income instruments issued by the following Russian corporate groups – Lukoil, TNK BP, The VTB
Group, Russian Railways and Magnit, as well as a
sovereign bond issued by the Lithuanian government. Through these investments ENR should
receive a satisfactory return on its investments
and has secured investment exposure to the oil
and gas, financial services, transport and retail
sectors of the Russian economy and to the Baltic
region. A further USD 2.5 million was invested in
the Valartis Russia and CIS Fixed Income Fund
and ENR increased its position in Eastern Property Holdings Limited (“EPH”) by some CHF 4.65
million during the first half of 2009.
At year-end we have maintained a private equity
position via our investment in Naftrans Limited
(“Naftrans”). Naftrans, on 12 April 2010 concluded a settlement agreement with its managing shareholder where ENR is positioned, over
time, to receive the USD 13.96 million outstanding to it from settlement proceeds and a Naftrans asset disposal.
We are satisfied with our results, especially in
an uncertain economic environment where ENR
reported a net profit of CHF 9.72 million. Our
profitability was driven mainly by value appre-

ciation in our equities portfolio. At the year-end
total assets amounted to CHF 129.64 million,
shareholders equity was CHF 106.14 million and
the attributable net asset value per share was
CHF 40.64.
Due to the global financial crisis and contributing factors such as lower oil prices, capital flow
reversals, lower fixed investment and productivity, the Russian economy cooled down in 2009.
Monetary policy tightened, liquidity dried-up
and many businesses carrying high debt levels
found themselves in trouble. Working capital
cycles also tightened. Consequently, banks saw
an increase in defaults and more bad loans.
These loans remain a challenge for the banking
sector and the broader economy. The banking
sector may have to further increase impairments
on loans, requiring potential recapitalisation.
This will present a challenge for the Central Bank
of Russia (“CBR”) who needs to provide sufficient liquidity to the banking sector, keep inflation in check and in the process avoid excessive
Rouble volatility. Mid-sized businesses, amongst
others, found it challenging to secure reasonably priced debt funding and are evaluating their
business models. A number of these businesses
may have to consider possible tie-ups with private equity providers to secure equity or loan
capital and relevant expertise. Considering the
challenging economic environment we have
maintained a prudent investment approach over
the course of 2009.
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In Russia, the economy appears to be on a more
stable ground now and we anticipate a measured recovery where gross domestic product is
projected to grow in excess of 3 % in 2010.
Although consumer demand will take time to recover to levels seen in past growth years and
implementation of infrastructure projects may
take longer, we do expect positive developments
for the remainder of 2010. Considering the improvement of the economic environment, we
will continue to consider new investment opportunities. The consumer segments of the
economy, especially in Russia remain of particular interest. As we have seen during the 1998
Russian financial crisis, industry specific opportunities also evolve from difficult times. This
may well be the case for the financial services
sector in Russia today.
In Ukraine the economy contracted by 15 % in
2009 as the country was hard hit by the global
financial crisis and a downturn in exports. With
a more stable political environment and with
higher steel prices and increasing exports, expected growth rates of 2 % to 3 % could be
achieved in 2010. In Kazakhstan, where the
economy is heavily dependant on energy exports, moderate growth of 1.5 % to 2 % is expected in 2010. In Belarus, despite reforms, the
economy remains largely state owned and needs
to attract private capital which may lead to future privatisations.

Although we will consider potential private equity opportunities in other countries forming
part of the Commonwealth of Independent
States (“CIS”), our main focus will be on Russian
based opportunities. However, we will continue
to take care not to pursue investments where
businesses are over-geared or face significant
counterparty risks. Good management teams,
sustainable cash flow, especially in a tighter
working capital cycle environment and market
relevance are very important.
Mr. Gustav Stenbolt
Chairman
ENR Russia Invest SA
April 2010
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Economic and Political Review

Economic Review
The slowdown of the global economy, lower demand for commodities and industrial goods,
lower oil prices and a net outflow of private capital from Russia were all factors contributing to
Gross Domestic Product (“GDP”) contracting by
7.9 % in Russia in 2009. The credit crisis brought
significant challenges for Russian businesses,
many who were funded with short term funding
from foreign and local banks. As credit markets
tightened-up, a number of businesses found
themselves in trouble. Interventions by Russia’s
state banks, including roll-over funding for externally financed foreign currency debt with longer duration Ruble loans (at higher rates) provided life-lines for many companies. This saved
businesses from potential bankruptcy as well as
many jobs, important considering that unemployment had risen from 5.4 % to over 8 % in
2009.
During 2009 household spending reduced by
8.1 % according to the CBR. Should planned infrastructure projects materialise, new job opportunities may follow and unemployment numbers could improve in 2010. Real wages should
then recover and enhance consumer confidence.
An uptick in domestic demand is expected, following the contraction in 2009. A range of government stimulus policies were introduced over
the past 18 months to boost domestic demand
and lead to increasing government expenditure.
The federal budget also posted a deficit for the
first time in ten years and total revenues were
25 % lower compared to 2008 in nominal terms.

Expenditures exceeded the 2008 mark by 28 %.
The bulk of the deficit was financed from the
reserve fund. For 2010, a deficit of some 7 %
of GDP is forecasted and will largely be covered from the reserve fund. Considering that oil
prices have recovered to a more sustainable
levels ranging around USD 70 to USD 80 level
per barrel and with the positive impact from
fiscal stimulus packages, Russian government
GDP growth estimates of more than 3 % for
2010 looks plausible.
A major challenge in 2009 for the CBR in the
foreign exchange markets arose due to significant foreign debt of the financial and non-financial sectors. In the fourth quarter 2008 when
stock markets were weak and margin calls and
early repayment requests were abound, the corporate sector had to use most of their disposable funds to purchase foreign currency. As foreign currency on the domestic foreign exchange
market greatly exceeded supply, the CBR sold
foreign currency at that time. Exchange rate
policy was adjusted to meet external and internal conditions by expanding limits of fluctuations in the value of the bi-currency basket, improving flexibility of the exchange rate. The CBR
continued with interventions early in 2009 to
ensure stability and prevent excessive Ruble
volatility.
By March 2009, financial markets gradually stabilized, which prompted renewed strength in
global stock markets and a gradual recovery of
raw material prices. Oil prices started to rise
again. With high interest rates in Russia and a
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floating exchange rate regime, capital flowed
back into the Russian stock markets and these
markets rallied. Domestic foreign exchange market demands changed and excess supply over
demand for foreign currency assisted the Rouble
to appreciate. In July 2009 the CBR further
widened the range of fluctuations in the value
of the bi-currency basket and by September
2009 rising oil prices and the disparity between
interest rates on Russian and foreign markets
made investment in Russian assets more attractive. Capital inflows resumed and the Rouble
strengthened.

at 1 October 2009. Despite the increase in these
provisions, the banking sector capital adequacy
ratio increased to 16.8 % over this period (required ratio is 10 %).

There was another major challenge – to maintain the stability of the banking system and financial markets and to mitigate the adverse
impact of the global economic and financial
crisis on the Russian economy. Bad loans remain
a challenging problem for the banking sector
who may face increasing impairments in loans,
requiring recapitalisation. The main threat to
credit growth appears to be solvency issues,
arising from the ability of borrowers to repay
bank loans. Banks also risk breaching regulatory
capital requirements if the downturn brings
an increase in non-performing loans. Such capital shortages can force deleveraging as banks
shrink their balance sheets to meet capital adequacy requirements. Banks may be unwilling
to lend as credit risks on new lending increase
in an environment of marginal real GDP growth
both domestically and abroad. Growth in “toxic”
assets had credit institutions making loss provisions, which increased from RUR 1,023 billion
at the beginning of the year to RUR 1,824 billion

In April 2009, inflationary expectations began a
downward trend but the cost of credit remained
high. However, there were eight cuts in interest
rates from April through October 2009, reducing
the refinancing rate from 13 % to 9.5 % p.a.
Rates have further reduced and at 24 March
2010 the key overnight repo rate was 5.75 %.
On an annualized basis consumer price inflation
was estimated at around 8.8 %, compared to
13.3 % for the same period last year. Inflation is
expected to decline (in year-on-year terms, inflation slowed to 7.2 % at the end of February
2010) and growth should accelerate, allowing an
easing of monetary conditions. Overall, Russia
still has a strong external liquidity position, with
large foreign exchange reserves.

High borrower risk estimates, uncertainty over
the economy and the need for banks to restructure balance sheets and keep most of their assets as liquid as possible curbed banks from expanding credit. Consequently bank loans by
volume contracted significantly in 2009 and
annual growth in loans to non-financial organizations and households slowed.
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In Ukraine the economy contracted by 15 % in
2009 as the country was hit hard by the global
financial crisis and a downturn in exports
(expected to grow by some 2 % to 3 % in 2010).
The adjustment was tough on consumers, companies, banks and the public sector and corporate cash flows declined whilst liquidity dried
up, over extending the banking system with increasing credit losses. Inflation averaged 15.9 %
in 2009. The National Bank of Ukraine (“NBU”)
estimated this may reduce to around 10 % at
end 2010.
The Hryvnia (“UAH”) was under pressure for
much of 2009. With a stable political outlook
it is likely that the 2010 budget could be finalised and approved quickly. This will open further discussions with the International Monetary Fund for support, thereby assisting
Ukraine’s fiscal sustainability and the UAH. Steel
prices and export volumes are at high levels,
imports are still depressed, there is a return of
personal savings to UAH (as opposed to foreign
currencies) and rollovers of external debt in the
banking and corporate sector (many were defaults), restructuring and refinancings all relieve
capital account pressures. The budget deficit
is estimated to be around 6 % of GDP and is
likely to be financed with new government bond
issues. Foreign debt of Ukrainian banks was reduced by USD 8.7 billion over 2009, reaching
USD 30.8 billion at year-end 2010 (short-term
component of USD 4.7 billion). Since late 2009
there has been a number of bank initiated debt
restructurings and most are expected to be
completed by end June 2010. Corporate external

debt grew by USD 3.7 billion in 2009 (in aggregate USD 14.9 billion at 1 January 2010), mostly
due to an increase in short-term borrowings.
The Kazakhstan’s economy is heavily dependent
on energy exports and due to the slowdown of
the global economy and the decline in oil prices,
contracted in 2009. GDP is expected to grow by
around 1.5 % to 2 % in 2010. The government’s
key priorities will be the stabilisation of the financial sector, supporting small and medium
sized enterprise sector, developing the agri-industrial sector and the real estate market and
furthering the diversification of the economy,
boosting employment. Inflation declined to 6.2 %
by year-end and is expected to rise to 7 % during
2010. Foreign debt of the Kazakhstan banking
sector reduced to USD 28.4 billion in 2009.
In Belarus, even though President Lukashenko
implemented a range of measures to ease state
regulation of businesses since 2007, the economy remains largely state owned and inefficient.
It needs to attract private capital which may
lead to future privatisations. Belarus has been
developing its relationship with the European
Union whilst not distancing itself from Russia.
It has an absence of notable domestic energy
resources and relies heavily on Russia for cheap
oil and gas supplies. Russia recently revaluated
the pricing of energy supplies to Belarus where a
smaller proportion of energy imports will now
be available under preferential terms. Belarus
has avoided the worst of the global financial
crisis largely due to strong growth in fixed investment driven by housing construction fi-
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nanced by government (helped offset weakness
in consumption and external demand). GDP declined 0.2 % year-on-year in 2009 and inflation
eased to around 10 %. Unemployment remains
low. Belarus also joined the customs union with
Russia and Kazakhstan.

two explosions in the subway system killing 39
people and injuring many others. In the same
month there were bomb attacks in the north
Caucasian Republic of Dagestan. President Medvedev linked these attacks to terrorist activity
which have recently surfaced in the Caucasus.

Political Review

In Ukraine, Mr. Victor Yanukovych was sworn in
as new Ukrainian president in early 2010. In his
first official speech following his election victory, he undertook to fight corruption and poverty and to restore political stability in order to
win back foreign support for Ukraine’s struggling economy.

In Russia, during the course of the year President Medvedev had signed into law a constitutional reform extending the presidential term
from four to six years. These measures come
into effect after the next election in 2012 and
could benefit Mr. Putin should he decide to return to the presidency in 2012, possibly for further years in power. Presently, both President
Medvedev and Prime Minister Putin enjoy strong
popular support and have high approval ratings
amongst the general public.
During mid-year Russia and NATO resumed informal talks on the cooperation on regional security issues. These talks were frozen after Russia and Georgia fought a five-day war in August
2008 over the former Georgian republic of South
Ossetia, after which Russia had recognized the
independence of South Ossetia and Abkhazia,
another former Georgian republic. Although the
relations with NATO are strained due to Russia’s
resistance to Georgia and Ukraine’s bids to join
NATO, NATO has indicated that it would restore
full-scale cooperation with Russia.
During March 2010, Moscow was rocked by an
act of terrorism when suicide bombers triggered

President Yanukovych, during early March 2010
established a new majority coalition in parliament with 235 deputies (comprising the Party of
Regions, the Block of Volodymyr Lytvyn, the
Communists, deputies from Our Ukraine People
Self Defence and certain others not belonging to
any particular party).
Mr. Mykola Azarov, an experienced governor in
Ukraine in terms of budget management, was
appointed as prime minister. Considering that all
Ukranian state institutions are now part of a
single political force, it should result in greater
political stability in the country.
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Portfolio Investments

During the period 2003 to 2006 ENR made a total investment of USD 30 million in Naftrans.
At year-end ENR held an effective 13.5 % interest in Naftrans. In March 2008 Naftrans concluded the sale of its Georgian operating assets,
including the Batumi oil terminal, to a subsidiary
controlled by the Kazakhstan oil company KazMunaiGas. Naftrans then commenced to distribute sale proceeds to its shareholders and
ENR has received a special dividend of USD 10.0
million (May 2008) and a non repayable shareholders’ loan of USD 21.3 million (July 2008).
Naftrans proceeded with a disposal process of
remaining assets and also with the recovery of
funds outstanding to it relating to an inter-company account with its managing shareholder.
The recovery process resulted in Naftrans concluding a settlement agreement on 12 April 2010
for the recovery of the funds owing to it. ENR,
via settlement proceeds and the sale of a remaining Naftrans asset should, over time, receive the
outstanding USD 13.96 million due to it.
Accordingly, ENR at year end estimated the value
of its investment in Naftrans at the same USD
value as at half year 2009. During the reporting
period, the only change to the valuation was
due to movements in the CHF/USD rate where
ENR’s reporting currency is in Swiss Francs and
the investment is based in USD. At 31 December
2009, the Naftrans shares held by ENR were valued at CHF 36.33 million (see note 5.1 to the
consolidated financial statements in this report),
with a related liability being a Naftrans shareholder loan valued at CHF 21.98 million (see note
8.1 to the consolidated financial statements in
this report). Therefore, the net value attributable
to the Naftrans investment at year-end 2009 is
CHF 14.35 million.

Pursuant to the 2008 unbundling of the Russian
electricity company Unified Energy Systems
(“UES”), ENR holds shares in the following electricity companies – Moscow United Electricity
Distribution; RAO Eastern Energy System JSC;
Federal Grid Company of UES OJSC; IDGC Holding (MRSK Holding); INTER RAO UES JSC; Kuzbassenergo; Moscow Power JSC (Mosenergo);
Federal Hydrogeneration Company JSC; Territorial Generation Companies No1; No2: No4; No6;
No9; No10; No11; No14; South Generation Company no 14 OJSC; Volzhskaya Territorial Generation Company OJSC (TGC 7); Eniseyska Territory
Generation Company (TGC 13); First Generation
Company of Wholesale Electricity Market OJSC
(WGC-1) and Second Generation Company of
Wholesale Electricity Market OJSC. In the reporting period, ENR disposed of its interests in
Territorial Generation Company No 10 OJSC; Territorial Generation Company No 14 OJSC and
South Generation Company No 14 OJSC. ENR
also increased its position in the Federal Hydrogeneration Company JSC via a rights offering.
Via its shareholding in the electricity sector companies ENR should benefit from any positive developments in this sector. At 31 December 2009,
the aggregate value of ENR’s shares of electricity sector companies was CHF 6.59 million.
EPH is a Russian focused real estate development company listed on the SIX Swiss Exchange.
During the first half of 2009 EPH was trading
at a material discount to its net asset value
(“NAV”) and ENR increased its position in EPH
by CHF 4.65 million. EPH has limited gearing and
an interesting real estate development portfolio
in Russia. It is well positioned to benefit from
a recovery of the Russian real estate market,
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which is expected over the medium term. If this
takes place, the market price of its shares may
increase, which should result in interesting value
appreciation for ENR. EPH is managed by a
Valartis Group AG subsidiary. ENR, in turn, is
managed by another Valartis Group AG subsidiary. Therefore, the EPH investment is not taken
into account for management fee calculations
(see Note 10.1 to the consolidated financial
statements in this report). At 31 December 2009,
the aggregate value attributed to the investment in EPH amounted to CHF 15.99 million.
In 2009 we have deployed CHF 15.01 million to
acquire a range of local and foreign currency
fixed income instruments issued by the Lukoil
group, gaining exposure to this leading vertically integrated oil and gas group. Lukoil’s business comprises of exploration and production
of oil and gas, production of petroleum products
and petrochemicals and the marketing of these
outputs. It has around 1.1 % of global oil reserves and 2.3 % of global oil production and
dominates the Russian energy sector, with 18 %
of total Russian oil production and 19 % of total
Russian oil refining. Lukoil’s proven reserves at
the start of 2009 were 14,458 million barrels of
crude oil and 29,253 million barrels equivalent
of natural gas. Lukoil also operates some 2,106
retail stations in Russia.
We also made a USD CHF 14.19 million investment in a range of foreign currency fixed income
instruments issued by the TNK-BP group. TNKBP is a leading vertically integrated Russian oil
group with a diversified upstream and downstream portfolio in Russia and Ukraine. It’s major oil producing assets are located in West Siberia, the Volga-Urals and East Siberia. TNK-BP

owns and operates five refineries (four in Russia
and one in Ukraine). It also has a retail network
of approximately 1,400 sites spread across Central Russia and Ukraine, with a strong position
in the Moscow market.
The V TB Group is one of the largest universal
banking and financial services groups in Russia,
offering a wide range of corporate, retail and investment banking services. V TB Capital is the
investment banking arm of the group offering,
amongst other things, debt and equity arrangement services, private investment, operations in
the global commodities markets, asset management and advising clients on merger and acquisition deals in Russia and abroad. During 2009
we deployed CHF 10.38 million to acquire a
range of local and foreign currency fixed income
instruments of this group.
Russian Railways has the second largest network in the world comprising 85,500 km of
track, 43,000 km of which are electrified. It carries over 1.1 billion passengers and 1.1 billion
tonnes of freight annually across 11 time zones
and is responsible for 43 % of Russia’s total
freight traffic (including pipelines) and more
than 41 % of passenger traffic. Rolling stock includes 19,700 goods and passenger locomotives;
624,900 goods wagons; 24,100 long-distance
passenger carriages; 15,600 short-range passenger carriages. Services rendered include
freight transportation; long-distance passenger
transport; suburban passenger transport; Infrastructure services; locomotive propulsion services; Repair and maintenance of rolling stock
and infrastructure development. During 2009
we invested in a local fixed income instrument
of this group.
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The Magnit group comprise of entities operating
in the retail trade under the “Magnit” brand.
Magnit is one of the leading food retail networks
in Russia. At December 31, 2009 it consisted of
3,204 convenience stores and 24 hypermarkets
in 1,048 locations in Russia (largest food retailer
in Russia measured by number of stores). Approximately two-thirds of its stores are located
in cities with a population of less than 500,000
inhabitants and most stores are located in the
Southern, Central and Volga regions. It also
operates stores in the North-Western and Urals
regions and has in-house logistics system consisting of 9 distribution centers, employing automated stock replenishment systems and a
fleet of 1,453 vehicles. During 2009 we invested
in a local fixed income instrument of this group.
We invested CHF 3.52 million in foreign currency
fixed income instruments issued by the Gazprom
group, the world’s largest gas business engaged
in natural gas, gas condensate and oil prospecting, production, transmission, processing and
marketing both inside and outside Russia. Major
business lines are geological exploration, production, transportation, storage, processing and
marketing of hydrocarbons and generation and
marketing of heat and electric power. Gazprom
possesses some of the richest natural gas reserves in the world, with its share in the global
and Russian total making up some 17 % and
over 60 %, respectively. Gazprom also owns the
gas trunk lines integrated in the Unified Gas
Supply System of Russia.
CHF 1.8 million was invested in a foreign currency fixed income instrument issued by the
Lithuanian government. Lithuania is the largest
and most southern of the three Baltic republics.

After reasonable growth in 2007 and 2008, the
economy faced a deep recession in 2009. The
sharp economic slowdown resulted in higher
debt levels as the government ran larger budget
deficits. Despite challenges, a moderate recovery is expected in 2010, followed by projected
GDP growth of 3.4 % in 2011. Despite a challenging economic environment Lithuania enjoyed
healthy investor demand for recent bond issues.
Its government bond ratings are primarily based
on Lithuania’s reasonable level of economic and
institutional strength, where institutional
strength reflected progress made in strengthening the country’s public administration and policy making. The government’s financial strength
is also reasonable. S&P in early 2010 revised its
outlook on Lithuania by increasing it from negative to stable. It declared that Lithuania’s long
term local and foreign currency sovereign credit
rating is at BBB and a Short Term rating is at A-3.
The increase of ratings is due to the cabinet’s
successful budget cuts and Lithuania’s political
will to keep its currency stable.
ENR made a USD 2.5 million subscription in the
Valartis Russia and CIS Fixed Income Fund. The
fund seeks total returns through investments in
fixed income securities in Russia and other
members of the CIS seeking both capital appreciation and income through an active strategy.
The investment manager selects fixed income
securities issued by companies, federal, municipal, regional governments and agencies that enjoy both high yields as well as a potential for
capital appreciation, experiencing fundamental
credit improvement and have a positive outlook.
Generally, the investment manager seeks exposure to euro bonds denominated in USD, EUR,
CHF. The fund concentrates on a short list of
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some 100 issuers and runs an average portfolio
comprising 20 to 30 names. Since its inception
on 22 April 2009, the fund has delivered a 26 %
return to investors. There are two classes of
shares in the fund. ENR, during the reporting
period, switched share classes to optimise its
position. At 31 December 2009 the value of
ENR’s investment in the fund was CHF 3.2 million. As this fund is managed by a Valartis Group
AG entity, ENR does not pay management fees
to its investment manager on the value of the
position held in the Valartis Russia and CIS Fixed
Income Fund (see Note 10.1 to the consolidated
financial statements in this report).
A number of private equity investment opportunities we have seen during the course of the
year were characterised by over-geared businesses who were trying to tap into the private
equity market to secure equity capital to restructure existing debt. These were not attractive opportunities to pursue.
As we reported at half year, many private companies have struggled to obtain new loan funding, impacting on their ability to fund growth
initiatives and slowing expansion plans. Businesses exposed to the consumer economy (especially cyclical businesses) were impacted by
more conservative consumer spending patterns,
which were negative for business performance.
Counterparty risks were more apparent as a
number of businesses were impacted by the failure of a counter party or the introduction of
more stringent payment terms. Therefore, it was
prudent not to rush into new investments but
wait for a better picture of the economic environment to emerge and to establish how businesses adjust to this environment.

Although market valuations of many publicly
traded companies have increased, we have not
necessarily seen higher valuation expectations
carried through to owners of mid-sized businesses, many who appear to have become more
realistic about value expectations compared to
years gone by. A contributing factor is the difficulty to secure bank funding and the need to
consider alternative funding sources.
With ENR’s strong balance sheet, it has the capability to act swiftly and decisively when attractive investment opportunities arise. As the
general economic environment has improved,
ENR will continue to consider potential investment opportunities.
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Directors and
Management
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Board of Directors

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
policies 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.
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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 (and Armenia, Azerbaijan and Georgia for one year).
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 investment decisions, which are made in accordance with the Company’s investment guidelines
(“Investment Commitee”). The Investment Committee has been appointed by Valartis International 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 restructurings. Prior to joining Valartis Group AG
(with responsibility for the private equity business), he led the corporate finance division of
Brait SA, a South African private equity and
investment advisory group. At Brait, he was involved in a number of large private equity transactions, including leveraged buy-outs of listed
companies. Before he worked for the capital
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 experience 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 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.
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Alexander Nikolaev (Russian) – Managing
Director of Valartis operations in Russia
and CIS
As head of Russia and CIS operations of Smith
Management LLC, a private US investment company, Mr. Alexander Nikolaev has in excess of
12 years of experience managing private and
public equity investments and real estate development in Russia. He is a member of the investment committee of the MC Russian Market Fund
and EPH. He is a member of the Investor Protection 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 of the Valartis operations
in Russia and CIS
Mrs. Yulia Makhinova is responsible for accounting and financial review, and financial reporting
for the Valartis group in Moscow. She began her
career as a tax advisor with PricewaterhouseCoopers in Moscow. Prior to joining the Valartis
group, 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 at Valartis in Russia
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 experience in real estate development and private
equity management. Prior to joining the Valartis
group 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 manager handling the trading execution and coordinates all reporting requirements with local
authorities. She also acts as director for various
Cyprus offshore companies. She holds a Computer 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 71,398,854
(At a closing price of CHF 27 per share on
31 December 2009)

1. Group Structure
1.1 Group structure
The operative group structure of ENR is described 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 shareholder agreements.

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

3. Board of Directors

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

3.1 Members of the Board of Directors
As of December 31, 2009, the Board of Directors
is composed of the following members:

2.2 Change in capital
Changes in capital are summarised in the consolidated 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.

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 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.

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 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 (also Armenia, Azerbaijan
and Georgia for one year). He is currently a mem-

26

ber 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, 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 Report, section 3.1
3.3 Cross involvement
See Corporate Governance Report, section 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 Report, section 3.1.
3.5 Internal organizational structure
Physical Board meetings are usually held 4 times
per year. The duration of the meetings is normally 3 hours. Board members usually physically
attend at least 3 meetings per year. In addition,
conference 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 business affairs of the Company in accordance with
the Company’s memorandum and Articles of Association. The day to day management, however,
has been delegated to the Investment Manager,
who appoints the Investment Committee members
(see Corporate Governance Report, section 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
meetings. 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
Committee in accordance with the investment
guidelines.
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4. Investment Committee
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 restructurings. Prior to joining Valartis Group AG
(with responsibility for the private equity business), he led the corporate finance division of
Brait SA, a South African private equity and
investment advisory group. At Brait, he was involved in a number of large private equity transactions, including leveraged buy-outs of listed
companies. Before he worked for the capital
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 experience 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, section 3.1 “Board of
Directors”.
Alexander Nikolaev
As head of Russia and CIS operations of Smith
Management LLC, a private US investment company, Mr. Alexander Nikolaev has in excess of 12
years of experience managing private and public
equity investments and real estate development
in Russia. He is a member of the investment
committee of the MC Russian Market Fund and
EPH. He is a member of the Investor Protection
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 accounting and financial review, and financial reporting
for the Valartis group in Moscow. She began her
career as a tax advisor with PricewaterhouseCoopers in Moscow. Prior to joining the Valartis
group, 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
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 experience in real estate development and private
equity management. Prior to joining the Valartis
group 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 manager handling the trading execution and coordinates all reporting requirements with local
authorities. She also acts as director for various
Cyprus offshore companies. She holds a Computer Programming Degree from Centennial
College in Toronto, Canada.

4.2 Other activities and vested interests
See Corporate Governance Report, section 3.1
“Board of Directors”.
4.3 Investment management agreement
ENR has appointed Valartis International Limited
as its Investment Manager to provide overall investment management services for ENR and all
its subsidiary companies, in accordance with the
terms of the investment management agreement
dated 15 November 2007. The Investment Manager is a wholly owned subsidiary of Valartis
Group AG. Pursuant to the investment management agreement, the Investment Manager is
responsible on a day-to-day basis for investing,
reinvesting and supervising the Company’s assets in accordance with its Investment Guidelines. The duties of the Investment Manager shall
comprise, inter alia, research work with regards
to appropriate investment opportunities and expert advice on investments and divestments. In
addition, it shall ensure that the Company and
its subsidiaries will be properly administered,
designate external advisors to the Company and
the subsidiaries, pursuant to instructions 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 compensation, 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 officers’ liability insurance entered into by the
Company.

5.2 Compensation for acting members of
governing bodies
Total compensation paid to non-executive directors for 2009 was CHF 50,000.
5.3 Compensation for former members of
governing bodies
No compensation was paid to former members
of the governing bodies.

5.4 Share allotment
There has been no share allotments by the Company during 2009.
5.5 Share ownership
Members of the board own no shares in the
Company.
5.6 Options
The members of the Company’s Board, the members 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, 2009.
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 members of the Board.
5.9 Highest total compensation
The highest total compensation paid to a Director during 2009 was CHF 50,000.
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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.

7. Changes of Control and
Defence Measure

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

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 Company. Pursuant, however, to Art. 11 of the Company’s Articles of Association, Art. 32 SESTA
shall not apply with respect to the Company.
A purchaser of shares of the Company will therefore not be obliged to make a public tender offer
under Art. 32 SESTA.

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

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

6.2 Statutory quorums
Statutory quorums are in line with the applicable legal provisions.

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

9. Information Policy

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. PricewaterhouseCoopers SA is also the auditor of all subsidiaries. For the Company, Mr. Alex Astolfi is
the auditor in charge since 2007.

The Company appointed Rhône-Audit Société
Fiduciaire SA (“Rone Audit”), 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.
This mandate lapsed during the last quarter of
2009 and the Company subsequently, after a
changeover period where it cooperated with
Rhone Audit to ensure a smooth transfer of
functions, appointed Valartis Asset Management
to perform services previously rendered by
Rhone Audit. 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.

8.2 Auditing fees
For the financial year 2009, CHF 50,000 was
paid to the Company’s auditor.
8.3 Additional fees
Additional fees of CHF 19,300 were paid to the
Company’s auditor for other services and reports rendered to the Company during the year.
8.4 Supervisory and control instruments
At least one member of the audit committee is
in contact with the auditor in charge on an ongoing 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.

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 conducted in Russia, which comprises the majority
of the economic activity of the CIS.
Since many of the countries that form part of
the CIS 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 associated 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 various 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 commercial 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;
• 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 benefited from the increase in global commodity
prices, spurring, amongst other things rising
disposable income and consumer spending, the
Russian economy has, in the past, been subject
to abrupt downturns. For example, during August 1998, in the face of a rapidly deteriorating
economic situation, the Russian government defaulted on its rouble-denominated securities,
the CBR stopped its support of the rouble and a
temporary moratorium was imposed on certain
hard currency payments. These actions resulted
in an immediate and severe devaluation of the
rouble and a sharp increase in the rate of infla-
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tion, 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 problems were aggravated by the near collapse of the Russian
banking sector in connection with the same
events. This further impaired the ability 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 and part of 2009, after a period of
sustained high growth characterised, inter alia,
by high oil and gas prices, a world wide liquidity
crunch developed after the collapse of high profile US based financial institutions exposed to
sub-prime assets. Russia did not escape this impact and 2008 turned out to be one of the most
challenging equity, credit and economic environments in the past century.

rate flexibility has helped set inflation, and inflationary expectations, on a downward path.
However, since mid 2008, due to the impact of
the lower liquidity situation, lower oil and commodity prices etc, the rouble has come under
pressure.
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 may wish to close
long positions – increasing pressure on rouble
bonds in the short term.

The risk of a lower growth environment
The Russian economy has structural weaknesses. Accordingly, there can be no assurance that
positive trends in the Russian economy, 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.

One of the main challenges in 2009 for the CBR
in the foreign exchange markets was linked to
significant foreign debt from the financial and
non-financial sectors. This lead to CBR intervention in the foreign exchange market and adjustments to the exchange rate policy to meet
changing external and internal conditions by, for
example, expanding limits of permissable fluctuations in the bi-currency basket. The timing
and impact of CBR interventions and policy
shifts may lead to Ruble depreciation, which, in
turn, could have an adverse effect on ENR’s
business and the value of its shares.

The risk of rouble depreciation
Prior to 2005, a policy of gradual nominal rouble
depreciation, in the face of strong oil-related inflows, caused inflation to become entrenched at
a relatively high level. Since then, increased rouble appreciation as a result of greater exchange

The Russian economy is vulnerable to
global economic downturns and is 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-
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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 economy. 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 investments and therefore could adversely affect
ENR’s business and the value of its shares.

they have to make. These companies may also
postpone investments in less attractive exploration areas for a number of years.

Indeed, Russia is one of the countries that has
benefited the most from the increasing oil prices
over the last few years. Inversely, it has also
been negatively impacted by the sharp drop in
oil prices (and other commodity prices) which
occurred early summer 2008.

The impact of a lower liquidity situation for
Russian companies
Since the 2008 world financial crisis, Russia has
been suffering from a general lack of liquidity in
its banking sector, caused by both external and
internal pressures. There has been a number of
government interventions by the CBR and Ministry of Finance to increase liquidity to the banking sector and to try and stimulate onwards
lending. By the end of 2009 these programmes
have been partially successful. However, generally the environment by end 2009 was still characterised by lower liquidity which could have an
adverse effect on ENR’s investments and therefore could adversely affect ENR’s business and
the value of its shares.

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 investment from refining to upstream development, as the tax burden on crude exports lightens relative to taxes on production, refining and
sales of refined products. However, Rosprirodnadzor, Russia’s Federal Service for Super vising
Natural Resources, in 2008 reported that that
the agency received notification from four to
five oil companies intend decreasing their exploration investments in 2009. Major Russian oil
companies have also, at times cut investment
programmes due to huge debt repayments which

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 adequately funded and maintained since the dissolution 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 challenges, or may be expected to face them in the not
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too distant future. The government is actively
pursuing the reorganisation of the nation’s rail,
electricity and telephone systems. Any such reorganisation may result in increased charges
and tariffs while failing to generate the anticipated capital investment needed to repair, maintain and improve these systems. The deterioration of the physical infrastructure harms the
national economy, disrupts access to communications, 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 business and the value of its shares.
The official credit rating for Russia has a
material impact on the behaviour of investors
The ratings of ratings agencies such as S&P,
Moody’s and Fitch, are important as they will
impact on investment grade ratings of Russia
and for example its sovereign bonds. It is possible that in future Russia may be downgraded or
that the rating agencies refrain from assigning
further 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
their financing of assets in Russia or seek to reduce 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 improving, 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 standards, and the transparency of the Russian
banking sector still lags far behind internationally 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 violating anti-money laundering laws. This event, together with rumours of possible withdrawals of
licenses of other banks, led to the destabilisation of the Russian interbank loan market in
June 2004, which in turn resulted in a temporary 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 limited or suspended their operations. The CBR undertook a number of steps towards stabilising
the banking sector, such as reducing the reserve
requirements and expanding governmental deposit guarantees, and the Russian banking sector has since stabilised. However, another bank-
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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.
Bad loans have become a challenging problem
for the banking sector and the economy as a
whole. The banking sector has to consider appropriate impairments of bad loans and under
provisioning could provide real risks to the stability of the sector as a whole. Hand in hand
with the impairments will be the level and need
for banks to recapitalise and whether they could
successfully do so. The extent to which bad
loans and recapitalisation issues impact banks
could also adverely affect ENR’s business and
the value of its shares.
Labour shortages
Any 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
adversely affect ENR’s results of operations and
the value of its shares.
The risk of a higher inflation environment
Russian officials have in 2008 stated that the
intervention of the government in the in the equity and money markets has increased inflationary pressure and expect the rescue measures to
contribute to year-on-year consumer inflation

by one to two percentage points. This is an example of the impact of such intervention and
going forward the CBR will face a challenge in,
for example providing sufficient liquidity to the
banking sector, whilst trying to reduce inflation
to single diget levels and avoiding excessive
Rouble volatility. Inflationary pressures may
further increase and there is no guarantee that
official government forecasts for inflation will
not be exceeded, which could impact negatively
on growth, which could have an adverse 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 variety of factors. World commodity price movements, particularly crude oil and gas, will impact
on economic and corporate performance in Russia. 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 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.
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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 regional 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 ministers headed governments between March 1998
and May 2000. Throughout most of his first
four-year term of office, Mr. Putin maintained
governmental stability. In addition, elections to
the lower house of the legislature, the State
Duma, in December 2003 resulted in a substantial majority for parties sympathetic to Mr. Putin. In February 2004, just before his election to
a second term as president, Mr. Putin dismissed
his entire cabinet, including the prime minister.
He subsequently appointed Mr. Mikhail Fradkov
as prime minister and issued a presidential decree that significantly reduced the number of
federal ministries, redistributed certain functions amongst various agencies of the Russian
government and announced plans for a major
overhaul of the federal administrative system.
Many of these changes have since been imple-

mented. Mr. Putin also announced and implemented a proposal that the executives of subfederal political units no longer be elected by
the population, but instead be nominated by the
President of Russia and confirmed by the legislature of the sub-federal political unit. Mr. Putin
has also eliminated individual races for the State
Duma, and that all votes would instead be cast
for political parties.
Future changes in government, major policy
shifts or lack of consensus between various
branches of the government and powerful economic groups could also disrupt or reverse economic and regulatory reforms. The December
2007 parliamentary elections were held under
new rules which prohibit candidates from running as independents from single-mandate electoral 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 (previously five per cent).
Politically the transition from Mr. Putin to Mr.
Dmitry Medvedev as President went smoothly,
though with Mr. Putin in the role of Prime Minister, there are 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 affect ENR’s business and the value of its shares. There is also no
guarantee that the stable political situation will
necessarily remain.
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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
federal government in Russia, as well as among
coordinate branches of government, is often
unclear. The Russian political system is vulnerable to tensions and conflicts among federal,
regional and local authorities over various matters, including land ownership, tax revenues,
regulatory authority and regional autonomy.
Similar tensions and conflicts may also exist
among various 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 regional authorities has often resulted
in the enactment of conflicting legislation at
various levels. Some of these laws, and governmental and administrative decisions implementing them, as well as certain transactions consummated pursuant 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 uncertainties in its operating environment, both of
which may inhibit or prevent the implementation 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.
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 officials, from time to time, have been reported to
engage in selective investigations, prosecutions
and impositions of sanctions to further personal, political or pecuniary interests and agendas,
whether on their own initiative or at the instigation 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 campaigns, 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 foregoing could disrupt ENR’s ability to conduct its
business, result in harm to ENR’s reputation and
adversely affect the value of its shares.
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Social instability could result in increased
violence and support for renewed centralisation
of authority, renationalisation or expropriation
of property and limitations on foreign
investment
In the past, the government and certain private
enterprises failed to pay full salaries to its employees and salaries and benefits generally have
not kept pace with the rapidly increasing cost of
living. Should any similar situation occur in future, 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 government 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 renewed centralisation of authority; renationalisation or expropriation of property; or restrictions on foreign involvement in the economy of
Russia. Any of these factors could have an adverse 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 required to support a market economy. In the past,
it was not always possible to determine in advance 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 developments, place the enforceability and underlying 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 business, complete transactions, enforce ENR’s contractual rights and defend ENR against claims by
third parties, which may adversely affect ENR’s
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business and operations. If a Russian court or a
governmental authority takes a position unfavourable to ENR, it could adversely affect ENR’s
business and the value of its shares.

rights, including legislation enacted to protect
private property against nationalisation and expropriation, and can adversely affect ENR’s business and the value of its shares.

General lack of independence and relative inexperience of the judiciary, the difficulty of enforcing court decisions and governmental discretion 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.

Arbitrary government action in Russia
Government authorities have a high degree of
discretion in Russia and at times some subordinate officials exercise their discretion arbitrarily
without being duly controlled by other authorities, 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 commercial considerations. The government has the
power in certain circumstances, by regulation or
government act, to interfere with the performance of, nullify or terminate contracts. Examples of arbitrary or capricious government actions which negatively impact the commercial
sector include withdrawals of licenses, imposition of moratoria on convertibility or repatriation of hard currency, sudden tax audits (including 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 international press reports, federal and local government entities have in some cases used legal
loopholes and procedural ambiguities to invalidate share issuances and registrations or to void
transactions, merely for political purposes. Russian companies and their investors can be subjected to government pressure through selective
implementation of regulations and legislation
that is either politically motivated or triggered

The independence of the judicial system and its
immunity from economic, political and nationalistic influences in Russia is debatable. The court
system is generally understaffed and underfunded. Certain judges and courts are still inexperienced 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 enforcement of court orders can, in practice, be very
difficult. All of these factors make judicial decisions 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. Additionally, court orders are not always enforced
or duly followed by law enforcement agencies.
These uncertainties also extend to property

43

by competing business groups. In this environment, our competitors may receive preferential
treatment from the government, potentially giving 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-optimisation schemes, and press reports have speculated
that these enforcement actions have been selective 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 subsidiary, Yuganskneftegaz, was auctioned in partial
settlement of these obligations. In March 2005,
Mr. 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 subsequently substantially reduced.

Russian tax system
Generally, taxes payable by Russian companies
are substantial and numerous. These taxes include, among others – 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 difficult 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 interpretations 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 compliance 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,
taxpayers are subject to tax audits covering
a period of three calendar years immediately
preceding the year in which the audit is conducted. Because the completion of an audit does
not preclude the tax authorities from subsequently bringing claims relating to the audited
period, the statute of limitations is not entirely
effective. Furthermore, in some instances, new
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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 subject
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 taxation of dividends receivable by Russian holding companies
will apply. The new law constitutes 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 established 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
threshold – the investment into the company
paying dividends exceeds 500 million roubles. The
foregoing 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
companies in which we invest. These risks and
uncertainties complicate tax planning and related
business decisions for ENR and its Russian port-

folio companies, potentially exposing them (and
potentially ENR) to significant fines and penalties
and enforcement 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 converting roubles into other currencies. Any delay or
other difficulty in converting roubles into foreign 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 Russian companies have been poor, and minority
shareholders in Russian companies have experienced difficulties in enforcing their legal rights
and have suffered losses due to, for example,
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abusive share dilutions, asset transfers and
transfer pricing practices. Shareholders’ meetings have been irregularly conducted, and shareholder resolutions have not always been respected by management. Shareholders of some
companies also suffered as a result of fraudulent bankruptcies initiated by hostile creditors.
Despite the recent enactment of corporate governance, disclosure and reporting requirements
and anti-money laundering legislation, most
Russian companies and managers are not accustomed 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 fiduciarytype duties of officers or directors to their companies or shareholders is new to Russian law
and derivative lawsuits by shareholders on behalf of the company are not possible. Russian
courts therefore do not as yet have sufficient
experience with respect to cases based on such
causes of action, as a result of which, adequate
remedies for violations of minority shareholder
rights may still not be available in practice. Accordingly, ENR rights may be violated by Russian
companies in which ENR invests (or by the officers 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.

Russian courts may force a Russian legal entity
into liquidation on the basis of formal noncompliance 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 could fail from time
to time to fully comply with all applicable legal
requirements. Weaknesses in the Russian legal
system create an uncertain legal environment,
which makes the decisions of a Russian court or
a governmental 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 actions involving establishment of new business
organisations, share issuances, share acquisitions and disposals, valuations of property, socalled “major transactions” and “interested party
transactions”, transactions with state authorities, state-owned entities and other transactions
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and actions that, if successfully challenged on
the basis of non-compliance with applicable legal requirements by competent state authorities, counterparties in such transactions, shareholders of the relevant companies (or their
predecessors’ interest) or other interested parties, could result in invalidation of such transactions or actions or imposition of other liabilities. The applicable provisions of Russian law are
subject to different interpretations and there
can be no assurance that the relevant companies 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.
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 environmental standards are not comparable to those of
Western Europe and therefore pollution-related
liabilities of any business may not be determinable at the time ENR is considering any investment which may be effected by environmental
issues.
Future investments in Russia may be subject to
strict environmental requirements and compliance with health, safety and environmental laws
and regulations may then have a material adverse effect on the financial position of a port-

folio company (and hence on the financial position of ENR). New environmental laws and
regulations in Russia may require tougher requirements for environmental permits and
licences, increasing enforcement of or new interpretations of existing laws, regulations of
licences or the discovery of previously unknown
areas of contamination. This may require future
portfolio investment companies to incur additional expenditure to modify operations, install
pollution control equipment, perform remediation, 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 adverse 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’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 increased
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 historical performance of current and past private
equity investments by ENR or its Investment
Manager may not be achieved for future investments. Investors should not assume that ENR
will, with regards to future investments, be able
to achieve similar returns on its investments. Investment returns are to a certain degree dependent 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 lack of human resources and consequent
dependence on outsourcing of certain key administrative functions, such as financial reporting
and controls, may impair its ability to operate its
investments efficiently, to implement 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 implementation of the investment guidelines. At present,
four members of the Investment Manager are
involved in day-to-day operations. Other funds
managed by the Investment Manager may make
competing demands for the time and attention
of these members. No persons are directly employed by ENR.
ENR depends on the outsourcing of certain key
administrative functions. In addition, ENR may
rely on outside service providers for the management of its investments. Whilst ENR believes
that the activities of such outside service providers are effectively supervised and coordinated by the Board and/or the Investment Manager,
effective oversight may become increasingly
difficult in future 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 administrative functions only to a limited extent.As
ENR continues to grow, and particularly as it
may add income-producing investments to its
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portfolio it may become difficult to identify
trends and rectify problems in the operation of
portfolio companies.
ENR may not be able to contract for expanded
functions with outside service providers on
terms it considers to be commercially reasonable. Accordingly, ENR’s dependence 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 outside 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 investment 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 historical periods covered by its financial statements and its future financial statements may
not be comparable with such historical financial
statements.
It may therefore not possible to identify longterm 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, uncertainties and obstacles that ENR
may face in implementing its strategy and in
conducting its current and planned business.
Significant shareholders
Major shareholders in ENR may influence the
decisions and resolutions resolved by the shareholders’ 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, estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses and disclosures of contingent liabilities.
ENR bases its estimates on historical experience,
ruling market prices, transactions involving third
parties and/or 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 carrying values of assets and liabilities that are not readily apparent from other
sources. In particular, there is inherent uncertainty and subjectivity associated with the valuation of investments such as ENR’s, for which
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there is no liquid market. Carrying values of such
investments recorded at fair value may fluctuate, perhaps substantially, from those currently
reflected in its financial statements, which may
have an adverse 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 additional tax liabilities for ENR.
ENR usually owns and holds 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 subsidiaries, partnerships and joint ventures that hold
properties or conduct investment related activities. ENR, where possible, intends to make minority equity investments under circumstances
where it, together with any of its related parties
that may be involved in the project, endevour to
own a sufficient 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 capital increases. In the case of a Russian
stock company, this would imply the acquisition
of 25 % plus one of its voting shares. The acquisition of a blocking stake in a Russian stock
company or of a stake of more than one-third of
the participation interests in a Russian limited
liability company, by itself or a group of affiliated persons in certain cases will require approval of Russian anti-monopoly bodies. For this
and other reasons ENR cannot assure investors
that in the future it will acquire at least such a
‘‘blocking stake’’ in each Russian portfolio company in which it may invest. A majority owner,
co-investor or other significant investor or
group of investors 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 comparable legal regimes in other
jurisdictions.
Potential conflict of interests
Due to their professional involvement in the
financial industry, Board members, the Investment Manager or parties performing administrative or related functions for ENR may have a
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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 continue to
manage assets for other institutional and/or private clients. Potential conflicts of interest 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 advisors, 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. Furthermore, conducting due diligence does not guarantee that the investment will be successful.
Liquidity and valuation risk
Pursuant to its Investment Guidelines ENR is
able to make investments and use various investment techniques, which bear risks and spe-

cial considerations. Investments in unlisted direct and indirect investments, will generally be
illiquid. Certain investments in listed equities
may also be fairly illiquid.
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 3.5 to
the Consolidated Financial Statements.
Fair values of private investments are determined by using public or private transactions or
valuations for comparable companies or assets
in the relevant asset class, when available. Generally, 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 companies or transactions, adjusted by management
for company specific differences. Private equity
investments may also be valued at cost for a period of time after the investment. If no comparable companies or transactions exist, i. e. peer
valuation multiples are not available, the preferred valuation method would be a discounted
cash flow analysis, with a sensitivity analysis,
e. g. for growth rates, capitalisation rates and
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appropriate discount rates, to determine the valuation range of the investment in question.The
determination of fair value takes into account a
wide range of factors, including, but not limited
to, the price of acquisition of the investment,
the nature of the investment, local market conditions, valuation ratios of comparable securities, projected financial performance and transactions subsequent to the date of the investment.
All valuation methodologies involve a significant
degree of management judgment.
Due to the uncertainty in the valuation of illiquid assets, the fair value of such assets as reflected 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 disclosed, investors may lose confidence in ENR,
which could cause difficulties in raising additional funds, should that be necessary or desired. 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
In some cases ENR may use borrowings to finance its business and operations. 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 credit ratings assigned to
it by rating agencies, which might lead to an in-

crease in borrowing costs and could otherwise
adversely affect ENR’s business and the value of
its shares.
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. Portfolio companies may also earn revenues in currencies other than Swiss Francs and the attributable
interests of ENR in these companies may similarly be impacted by fluctuations in currency
rates and exchange control regulations. In addition 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 depreciation in these currencies could have an adverse impact on the performance of the Company 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 economically sensible due to a variety of factors, including 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 portfolio investments.
Currency risks, and failure to correctly anticipate
currency movements and introduce appropriate
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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 support the rouble. Although certain currency controls 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 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 converting roubles into other currencies. Any delay or
other difficulty in converting roubles into foreign 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.

Reliance on the Investment Committee
ENR relies mainly upon advice given and investment decisions taken by the Investment Manager, through the Investment Committee. There
can be no assurance that upon termination of
the investment management agreement a suitable replacement investment manager can be
found by ENR. In addition, the Investment Manager relies on the Investment Committee. 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 Manager 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 consequently
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 contemplated 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 investment portfolio going forward and could adversely affect ENR’s business and the value of
the shares.
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4. Risk factors relating to private
equity investments
Market for investments
The market for ENR’s investments may be volatile. Periods of political and economic uncertainty 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. Companies whose securities are unlisted are not
subject to the same disclosure and other investor protection requirements that are applicable
to companies with listed securities. These investments 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 generally not expected that this will occur for a number of years after the investment is made. It is
unlikely that there will be a public market for the
securities held by ENR in many private equity investments. ENR will generally not be able to sell

securities of private equity portfolio companies
via a public offering unless their sale is registered under applicable securities laws, or an exemption from registration is available. In addition, in some cases ENR may be prohibited by
contract or due to the operation of a shareholders agreement or regulatory reasons from selling 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 investments in more established companies. The
securities of such companies may be subject to
more abrupt valuations than larger, more established companies.
Less established companies tend to have smaller
capitalisations and fewer resources and, therefore, are often more vulnerable to financial failure. 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 regarding capitalisation or trading history for the
companies in which it will invest, although the
focus will be on businesses with good management teams, sustainable cash flows and market
relevance.
No assurance of investment return
Neither ENR nor the Investment Manager can
provide any assurances that it will be able to
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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 receive any distribution from the Company. Past
activities of investment entities associated with
ENR and the Investment Manager and its affiliates provide no assurance of future success.
Risk in introducing operational 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 improvements 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.
Longer term nature of investments
The nature of the investments of ENR is generally
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 certain 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 appropriate
shareholder rights to protect ENR’s interests.
ENR may co-invest with third parties through
joint ventures or other entities. Such investments may involve risks in connection with such
third party involvement, including the possibility
that a third-party co-venturer may have financial difficulties, resulting in a negative impact
on such investment, may have economic or business 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 overcome and may cause such portfolio company to
become subject to bankruptcy proceedings.
Such investments could, in certain circumstances, 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, subordinate or disenfranchise particular claims.
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Additional capital
Future portfolio investments, especially those in
the development phase, may be expected to require additional financing to satisfy their working 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 financing 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 existing investors, including ENR. In addition, ENR
may make additional debt and equity investments or exercise warrants, options or convertible 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 portfolio 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 assurance that any portfolio company will be able to
predict accurately the future capital requirements 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 Investment Manager will be responsible for monitoring
the performance of each investment and intends
to invest in portfolio companies operated by
strong management, there can be no assurance
that the existing management team, or any successor, will be able to operate the portfolio company in accordance with ENR’s plans.
Accounting, disclosure and regulatory standards and availability of information
Accounting, auditing and other reporting standards, 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 companies 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 security. 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.
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Management risk (within investments)
Investments may be made in companies that are
highly dependent on a small group of key employees, 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 substantial risks. Whilst ENR’s Investment Manager
is experienced in partnering with management
teams for private equity portfolio companies
and handling integration issues, there can be no
guarantee that this will be done successfully.

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 discount 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 operations 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 experienced significant price and volume
fluctuations in recent years, especially in 2008.
Such fluctuations 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 numbers 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 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 necessarily in existence should it be traded. Because of
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the uncertainty associated with the valuation of
such investments and the absence of a liquid
market, the carrying values (fair values) may differ from their realisable values, and the differences could be material.
Diverse investor group
The shareholders of the Company may have conflicting investment, tax and other interests with
respect to their investment in ENR. The conflicting interests of individual shareholders may relate to or arise from, among other things, the
nature of the investments made by the Company, the timing and frequency at which investments are made, the structuring or the acquisition of investments and the timing of disposition
of investments. As a consequence, conflicts of
interest may arise in connection with decisions
made by the Company, the Board, the Investment Committee, or the Investment Manager
including the timing, nature or structuring of investments which may be perceived to be more
beneficial to one shareholder as opposed to another shareholder. In addition, the Company may
make investments that that may have a negative
impact on similar or related investments made
by different shareholders in separate transactions. In selecting and structuring investments
which are appropriate for ENR, the Investment
Committee will, inter alia, take account of investment and tax considerations of ENR and its
subsidiary companies.

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 result, capital appreciation, if any, will be an investor’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 shareholders, 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, 2009
(Currency-CHF)

31.12.2009

31.12.2008

Representing the
existing shareholdFollowing IFRS
ers’ economic
presentation
interest

Representing the
existing
Following IFRS
shareholders’
presentation economic interest

Assets
Treasury stock - at market value
Cash, investments and other assets
Total assets
Liabilities
Forward foreign exchange contracts
Other liabilities
Total liabilities

–
1,269,000
–
1,198,500
129,645,244 129,645,244 123,148,363 123,148,363
129,645,244 130,914,244 123,148,363 124,346,863

–
23,498,723
23,498,723

–
23,498,723
23,498,723

599,817
26,125,963
26,725,780

599,817
26,125,963
26,725,780

Shareholders’ Equity
Share capital
Capital paid in excess of par value (share premium)
Treasury stock - at cost
Retained (loss)/ earnings
Non controlling interests
Total shareholders’ equity

32,790,585 32,790,585 32,790,585 32,790,585
75,447,951 75,447,951 75,447,951 75,447,951
– 1,552,228
– – 1,552,228
–
– 485,353
– 768,581 – 10,216,170 – 10,569,898
– 54,434
– 54,434
– 47,555
– 47,555
106,146,521 107,415,521 96,422,583 97,621,083

Total liabilities and shareholders’ equity

129,645,244 130,914,244 123,148,363 124,346,863

Number of shares outstanding
Net asset value per share
Attributable net asset value per share
Number of treasury shares

2,644,402
40.62
40.64
47,000

2,644,402
36.92
36.93
47,000
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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 reclassifying 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 consolidated basis amounted to CHF 106.1 million.
The net gain for the year 2009 is CHF 9.7 million. The retained losses as of December 31, 2009 amounted to CHF 485,353.
For more details, see the consolidated statement of changes in equity for the year ended December 31,
2009.

Parent Company
As of December 31, 2009 the parent company recorded shareholders’ equity of CHF 41.5 million.
The net loss for the year 2009 is CHF 2.2 million. The retained losses as of December 31, 2009 amounted
to CHF 8.3 million.
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Consolidated balance sheet as of December 31, 2009
(Currency-CHF)

Note

31.12.2009

31.12.2008

Assets
Cash and cash equivalents
Forward foreign exchange contracts and futures
Accounts receivable
Investments at fair value through profit or loss
Total assets
Liabilities
Forward foreign exchange contracts
Accounts payable and accrued expenses
Current tax liabilities
Total liabilities
Shareholders’ Equity
Share capital
Capital paid in excess of par value (share premium)
Treasury stock
Retained (losses)/ earnings
Non controlling interests
Total shareholders’ equity

6 18,659,402 75,805,646
5
238,400
–
7
1,748,177
412,247
5 108,999,265 46,930,470
129,645,244 123,148,363

5
8.1
8.2

9.1

Total liabilities and shareholders’ equity
Number of shares issued and fully paid
Nominal value (in CHF)
The notes on pages 68 to 94 are an integral part of these consolidated financial statements.

–
22,968,293
530,430
23,498,723

599,817
25,595,768
530,195
26,725,780

32,790,585 32,790,585
75,447,951 75,447,951
– 1,552,228 – 1,552,228
– 485,353 – 10,216,170
– 54,434
– 47,555
106,146,521 96,422,583
129,645,244 123,148,363

9.1

2,644,402
12.40

2,644,402
12.40
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Consolidated statement of comprehensive income for the year January 1
until December 31, 2009
(Currency-CHF)

Revenue
Interest income
Dividend income
Realised gains on sale of investments at fair value through profit or loss
Changes in fair value on investments at fair value through profit or loss
Realised gains on forward foreign exchange contracts and futures
Unrealised gains on forward foreign exchange contracts and futures
Exchange gain, net
Total revenue
Expenses
Realised losses on sale of investments at fair value through profit or loss
Realised losses on forward foreign exchange contracts and futures
Changes in fair value on investments at fair value through profit or loss
Unrealised losses on forward foreign exchange contracts
Exchange loss, net
Management fees
Performance fees
Administrative fees
Directors’ fees and travel expenses
Investment bank and professional fees
Bank charges and interest expenses
Tax other than on income
Other expenses
Total expenses

Note

2009

2008

5.1
5.1
5.1
5.1

886,771
76,281
203,703
9,523,883
5,674,737
838,216
777,323
17,980,914

922,200
11,251,738
2,184,706
–
1,077,282
–
–
15,435,926

2,304
4,468,472
1,418,247
–
–
1,666,472
–
179,495
41,702
219,001
45,700
60,726
154,857
8,256,976

3,791,196
246,490
28,042,236
599,817
2,377,667
2,145,984
– 242,288
268,461
340,656
302,835
73,969
48,740
241,406
38,237,169

5.1
5.1
5.1

10.1
10.1

Profit /(loss) for the year before tax

9,723,938 – 22,801,243

Income tax

–

Profit /(loss) for the year after tax

–

9,723,938 – 22,801,243

Other comprehensive income

–

–

Total comprehensive Profit /(loss) for the year

9,723,938 – 22,801,243

Attributable to
Equity holders of the Company
Non controlling interests

9,730,817 – 21,238,284
– 6,879 – 1,562,959

Earnings per share for profit attributable to equity holders of the Company during the period:
Weighted average number of outstanding shares
Basic earnings per share (in CHF)
Diluted earnings per share (in CHF)
The notes on pages 68 to 94 are an integral part of these consolidated financial statements.

4
4
4

2,597,402
3.746
3.746

2,587,403
– 8.208
– 8.208

66

Consolidated cash f low statement for the year January 1 until December 31, 2009
(Currency-CHF)

Note

Cash Flows from Operating Activities
Profit /(Loss) before tax
Adjustments for:
Interest income
Dividend income
Bank charges and interest expenses
Fair value adjustment on investment portfolio
Operating income before working capital changes
Movement in working capital:
Net investment portfolio movement
Change in accounts receivable
Change in accounts payable and accrued expenses
Dividend received
Interest received
Bank charges and interest expenses
Net cash flow from/ (used in) operating activities

5

– 886,771
– 922,200
– 76,281 – 11,251,738
45,700
73,969
– 8,943,853 28,642,053
– 137,267 – 6,259,159

5 – 53,963,159
– 494,439
– 2,627,239
76,281
45,279
– 45,700
– 57,146,244

20,323,884
2,141,555
22,237,405
11,251,738
922,200
– 73,969
50,543,654

–
3,931,259
–
4,653,481
– – 1,552,228
– – 11,503,800
– – 4,471,288

Net change in cash and cash equivalents

The notes on pages 68 to 94 are an integral part of these consolidated financial statements.

2008

9,723,938 – 22,801,243

Cash Flows from Financing Activities
Increase of share capital (net)
Sale of treasury stock
Purchase of treasury stock
Dividend paid to non controlling interests
Net cash flow from/ (used in) financing activities

Cash and cash equivalents at beginning of the year
Cash and cash equivalents at the end of the year

2009

6
6

– 57,146,244

46,072,366

75,805,646
18,659,402

29,733,280
75,805,646
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Consolidated statement of changes in equity for the year ended December 31, 2009
(Currency-CHF)

Balance as at December 31, 2007

Share capital

Share premium

Treasury stock Retained earnings

31,118,544

73,128,401

– 4,593,149
–
– 1,552,228
4,593,149

Total

11,022,114 110,675,910
3,931,259
– 1,552,228
4,653,481

Total shareholders’ equity

13,019,204 123,695,114

Increase of share capital
Purchase of treasury stock
Sale of treasury stock
Dividend payment to non controlling
interests
Net result for the period
Balance as at December 31, 2008

1,672,041
–
–

2,259,218
–
60,332

–
–
32,790,585

–
–
75,447,951

–
–
– – 11,503,800 – 11,503,800
– – 21,238,284 – 21,238,284 – 1,562,959 – 22,801,243
– 1,552,228 – 10,216,170 96,470,138
– 47,555 96,422,583

Net result for the period
Balance as at December 31, 2009

–
32,790,585

–
75,447,951

–
– 1,552,228

The notes on pages 68 to 94 are an integral part of these consolidated financial statements.

–
–
–

Non controlling
interests

9,730,817
9,730,817
– 485,353 106,200,955

–
–
–

3,931,259
– 1,552,228
4,653,481

– 6,879
9,723,938
– 54,434 106,146,521
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Notes to the consolidated financial statements as of December 31, 2009
(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 reference 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 Company is trading under Swiss security number 3447695 with ISIN number of the shares
CH0034476959 and ticker symbol of the shares RUS.
The financial statements have been approved by the Board of Directors on April 22, 2010.

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, 2009, are prepared in accordance with International 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 instruments) at fair value through profit or loss.
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting 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 disclosed in note 3.7.
Standards and amendments to existing standards effective 1 January 2009
– IAS 1 (revised), “Presentation of financial statements”. The revised standard prohibits the presentation of items of income and expenses (that is, “non-owner changes in equity”) in the statement of
changes in equity. It requires non-owner changes in equity to be presented separately from owner
changes in equity. All non-owner changes in equity are 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 income statement and statement of comprehensive income). Where entities restate or reclassify comparative information, they are required to
present a restated statement of financial position as at the beginning comparative period, in addi-
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tion to the current requirement to present a balance sheet at the end of the current period and
comparative period. The Group has applied IAS 1 (revised) from 1 January 2009, and has elected to
present solely a statement of comprehensive income. The adoption of this revised standard has not
resulted in a significant change to the presentation of the Group’s performance statement, as the
Group has no elements of other comprehensive income.
– IAS 39 (amendment), “Financial instruments: Recognition and measurement”. The amendment was
part of the IASB’s annual improvements project published in May 2008. The definition of financial
asset or financial liability at fair value through profit or loss as it relates to items that are held for
trading was 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 recognition. Adoption did not have a significant impact on the Group’s financial statements.
– IFRS 7 (amendment) “Financial instruments: Disclosures”. The amendment requires enhanced disclosures about fair value measurement and liquidity risk. In particular, the amendment requires
disclosure of fair value measurements by level of a fair value measurement hierarchy. The adoption
of the amendment results in additional disclosures but does not have an impact on the Group’s financial position or performance.
Standards, amendments and interpretations that are not yet effective and have not been
early adopted
– IFRS 9 “Financial Instruments” (effective 1 January 2013, retrospective application, early application permitted). IFRS 9 comprises two measurement categories for financial assets: amortised cost
and fair value. All equity instruments are measured at fair value. A debt instrument is at amortised
cost only if it is the entity’s business model to hold the financial asset to collect contractual cash
flows and the cash flows represent principal and interest. It will otherwise need to be considered at
fair value through profit or loss. The adoption of the standard is not expected to have a material
impact on the Group’s financial statements.
Standards, amendments and interpretations effective on 1 January 2009 but not relevant
– IAS 32 (amendment), “Financial instruments: Presentation”, and IAS 1 (amendment), “Presentation
of financial statements – Puttable financial instruments and obligations arising on liquidation”
– IAS 23 (amendment), “Borrowing costs”;
– IAS 39 and IFRS 7 (amendments), “Reclassification of financial assets”;
– IFRS 2 (amendment), “Share-based payment”;
– IFRS 8, “Operating segments”;
– IFRIC 15, “Agreements for construction of real estates”;
– IFRIC 13, “Customer loyalty programmes”; and
– IFRIC 16, “Hedge of assets investments in a foreign operation”
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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 2009 or later periods but are not relevant for the Group’s operations:
– IAS 27 (revised), “Consolidated and separate financial statements” (effective from 1 July 2009);
– IAS 39 (amendment), “Financial instruments: Recognition and measurement”
(effective from 1 July 2009);
– IFRS 2 (amendments), “Group cash-settled share-based payment transactions”
(effective from1 January 2010);
– IFRS 3 (revised), “Business combinations” (effective from 1 July 2009);
– IFRIC 17, “Distributions of non-cash assets to owners” (effective from 1 July 2009); and
– IFRIC 18, “Transfers of assets from customers” (effective from 1 July 2009).
Improvements to IFRS’ were issued in May 2008 and April 2009 respectively and contain numerous
amendments to IFRS, which the IASB consider non-urgent but necessary. Improvements to IFRS’ comprise amendments that result in accounting changes for presentation, recognition or measurement
purposes as well as terminology or editorial amendments related to a variety of individual standards.
Most of the amendments are effective for annual periods beginning on or after 1 January 2009 and
1 January 2010 respectively, with earlier application permitted. No material changes to accounting
policies are expected as a result of these amendments.

3 Significant accounting policies
3.1 Consolidation
Full consolidation is applied to subsidiaries, all of which are wholly owned. The accounts of the Company’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 considered 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 deconsolidated from the date that
control ceases.
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3.2 Fully consolidated companies
The consolidated financial statements comprise ENR and the following subsidiaries:
Name of subsidiary

Incorporated in

ENR Investment Limited
Panariello Enterprises Limited
ENR Private Equity Limited

Limassol, Cyprus
Nicosia, Cyprus
Grand Cayman, Cayman Islands

Currency

2009

% Voting

Currency

2008

% Voting

EUR
EUR
USD

6,576,660
7,435
500

100.00 %
77.00 %
100.00 %

EUR
EUR
USD

6,576,660
7,435
500

100.00 %
77.00 %
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 economic interest of 70.12 % in Panariello. Therefore, under the shareholders’ equity section of the consolidated balance sheet, a non controlling 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, 2009.
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 comprehensive 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 statement of comprehensive income 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 statement of comprehensive income in the period in which they
arise.
Financial assets are recognised when the risks and rewards of ownership are substantially transferred
to the Group. They are derecognised when this is no longer the case. Assets are accounted for at settlement date.
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 valued 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;
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•

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 principles for
valuation of portfolio companies set out by the European Venture Capital Association, with particular
consideration of the following factors:
– 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 appropriate in light of the nature, facts and circumstances of the investment and its materiality in the context 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 predisposed 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, however, 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.
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The Group adopted the amendment to IFRS 7, effective 1 January 2009. This requires the Group to classify fair value measurements using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:
• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).
• Inputs other than quoted prices included within level 1 that are observable for the assets or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).
• Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (level 3).
The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is determined on the basis of the lowest level input that is significant to the fair value measurement in its entirety. For this purpose, the significance of an input is assessed against the fair value
measurement in its entirety. If a fair value measurement uses observable inputs that require signifcant
adjustment based on unobservable inputs, that measurement is a level 3 measurement.
Assessing the significance of a particular input to the fair value measurement in its entirety requires
judgement, considering factors to the asset or liability.
The determination of what constitutes “observable” requires significant judgement by the Group. The
Group considers observable data to be that market data that is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are actively
involved in the relevant market.
The following table analyses within the fair value hierarchy the Group’s financial assets measured at
fair value at 31 December 2009:
Assets

Financial assets at fair value through profit or loss at inception:
– Equity securities
– Corporate bonds
– Derivatives
– Naftrans Ltd
Totals

Level 1

Level 2

22,590,467
–
–
–
22,590,467

–
50,079,359
238,400
–
50,317,759

Level 3

Total balance

– 22,590,467
– 50,079,359
–
238,400
36,329,439 36,329,439
36,329,439 109,237,665

Investments whose values are based on quoted market prices in active markets, and therefore classified
within level 1, include active listed equities, exchange traded derivatives, and investment funds. The
Group does not adjust the quoted price for these instruments.
Financial instruments that trade in markets that are not considered to be active but are valued based
on quoted market prices, dealer quotations or alternative pricing sources supported by observable in-
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puts are classified within level 2. These include, investment-grade corporate bonds and over-the-counter derivatives. As level 2 investments include positions that are not traded in active markets and/or are
subject to transfer restrictions, valuations may be adjusted to reflect illiquidity and/or non-transferability, which are generally based on available market information.
Investments classified within level 3 have significant unobservable inputs, as they trade infrequently.
Level 3 instruments include private equity. As observable prices are not available for these securities,
the Group has used valuation techniques to derive the fair value. Refer to note 5.2 as to the determination of the value of this investment.
There has been no transfers between levels during the year ended 31 December 2009.
The following table presents the movement in level 3 instruments for the year ended 31 December
2009 by class of financial instrument.
CHF

Opening balance
– Gains and losses recognised in the profit and loss
Closing balance
Total gains or losses for the year included in the statement of comprehensive income
for assets held at the end of the year

37,454,631
– 1,125,192
36,329,439
– 1,125,192

The only investment the Company has on level 3 is Naftrans ltd. For further information, please refer to
the Note 5.2.
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 determined 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.
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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:
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 determination of the fair value of the main private equity investment is described in note 5.2.
3.8 Risk management policies
The Company’s risks at the end of the period under review are concentrated in its listed and unlisted
portfolio positions. These are managed on a daily basis under the oversight of the investment
committee.
Where possible, the Company secures representation via its Investment Manager on the board of directors 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 potential operational risk which may arise for its investment companies and, accordingly, will be in a position 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 transactions to protect the net assets against unfavourable currency fluctuations. In the past financial year it
was the policy to, at varing degrees, hedge the curency risks related to the USD.
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3.8.2 Summary of exposure to currency risk of monetary items
As of December 31, 2009 (Currency-CHF)
CHF

USD

EUR

GBP

18,116,899
256,607
45,373,120 – 45,134,720
502,707
1,245,470
10,350,000 96,614,399
74,342,726 52,981,756

224,996
–
–
–
224,996

60,821
–
–
–
60,821

RUB

Total

Assets
Cash and cash equivalents
Forward foreign exchange contracts and futures
Accounts receivable
Investments at fair value through profit or loss
Total assets
Liabilities
Accounts payable and accrued expenses
Provisions for taxes
Total liabilities
Total net assets/(liabilities)
Exchange rate against CHF

608,248
530,430
1,138,678

21,986,464
–
21,986,464

358,581
–
358,581

–
–
–

73,204,048
1.00000

30,995,292
1.03

– 133,585
1.48330

60,821
1.6696

79 18,659,402
–
238,400
–
1,748,177
2,034,866 108,999,265
2,034,945 129,645,244

–
–
–

22,953,293
530,430
23,483,723

2,034,945 106,161,521
0.034

At December 31, 2009, 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

1,549,765

– 6,679

3,041

101,747

1,647,874

CHF

USD

EUR

GBP

RUB

Total

72,877,426
412,247
–
73,289,673

303,034
–
46,930,470
47,233,504

2,177,902
–
–
2,177,902

69,549
–
–
69,549

Liabilities
Bank overdraft
Forward foreign exchange contracts
Accounts payable and accrued expenses
Provisions for taxes
Total liabilities

–
–
24,009,942 – 23,410,125
803,484 22,682,789
530,195
–
25,343,621
– 727,336

–
–
2,109,495
–
2,109,495

–
–
–
–
–

–
–
–
–
–

–
599,817
25,595,768
530,195
26,725,780

Total net assets / equity

47,946,052

47,960,840

68,407

69,549

377,735

96,422,583

1.00000

1.06435

1.47950

1.53027

0.03486

Currency (CHF)

As of December 31, 2008 (Currency-CHF)

Assets
Cash and cash equivalents
Accounts receivable
Investments at fair value through profit or loss
Total assets

Exchange rate against CHF

377,735 75,805,646
–
412,247
– 46,930,470
377,735 123,148,363

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 CHF 2,423,827
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3.8.3 Liquidity risk
The Company will, inter alia, 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 loan from Naftrans to ENR 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 or fixed income instruments that may be held within the fair value through profit or loss category. Over the long term it is expected that any such listed shares or fixed income instruments will not
comprise a significant part of the overall investment portfolio. The company generally does not use
derivative financial instruments to hedge its market risks.
Fixed income instruments forming part of the investment portfolio are listed in note 5.1. A description
of the Russian corporate issuers of fixed income instruments held in the portfolio and the Lithuanian
government (a single sovereign bond forms part of the fixed income instruments portfolio) is provided
under the “Portfolio Investments” section of the annual report. Considering the overall size of the fixed
income instruments in the portfolio (as valued at year-end) and the industry sectors where respective
issuers operate, the majority of the fixed income instruments relate to companies with exposure to the
“Oil and Gas” sector and the “Financial Services Sector”. Market risk for fixed income instruments, can
be described as the risk that the bond market as a whole would decline, bringing the value of individual
securities down with it regardless of their fundamental characteristics. In determining the value at risk
as far as credit spreads are concerned, should these spreads move up by 100 % it will result in a reduction of the value of the fixed income instruments portfolio (at year end) of 8.53 %. In CHF this would
translate to CHF 3,998,385 based on the year-end valuation. Taking the JP Morgan Global Emerging
Market Bond Index as reference, the fixed income instruments portfolio was approximately 75 % correlated to this index at year end.
Taking account of the overall size of the listed equities in the portfolio (as valued at year-end), the investment in Eastern Property Holdings Limited (“EPH”) comprises approximately 71 % of this component of the investment portfolio. EPH is exposed to the Russian real estate sector. To evaluate the
market risk, the beta of a stock describes the relationship of its returns with that of the market as a
whole. By definition, the market has an underlying beta of 1.0 and individual stocks are ranked accord-
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ing to how much they deviate from the market. A stock that moves more than the market (i.e. more
volatile) over time has a beta whose absolute value is greater than 1. If a stock moves less than the
market, the absolute value of the stock’s beta is less than 1.0. Compared against the RTS stock market
in Russia, EPH has a beta of 0.359. To measure how market risk could impact EPH, a Bloomberg scenario
analysis was used based on a scenario where there is a sudden RUR devaluation, such as what occurred
in 1998 during the week 25 August to 1 September (temporary government default on debt repayment).
Russian stocks fell by more than 35 % and the RUR tumbled by 50 %. During this period investors also
lost confidence in stock markets worldwide. As per the Bloomberg scenario analysis, if such an event
would occur again, the value of the EPH shares may reduce by 4.92 %. In CHF this would translate to
CHF 786,973 based on the year-end valuation.
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. 5.4, 5.5 and 5.6. 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 9,082,360. 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, particularly 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 political and economic events, changes in interest rates, liquidity in markets and new tax regimes. In addition, 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 developments 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.
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3.8.5 Credit risk
The Group is exposed to credit risk, which is the risk that one party to a financial instrument will cause
a financial loss for the other party by failing to discharge an obligation.
The main concentration to which the Group is exposed arises from the Group investments in debt securities. The Group is also exposed to counterparty credit risk on trading derivative products, cash and
cash equivalents and other receivables balances.
The Group’s policy to manage this risk is to mainly invest in debt securities that have a BBB (as per S&P
Ratings Services) investment grade. These fixed income instruments listed in note 5.1, save for two,
have investment ratings of “BBB” from S&P Ratings Services. The exceptions are a Lukoil RUR denominated bond with a ruAA+ rating from S&P, whilst the Magnit bond is unrated.
All the amounts due to ENR, cash and cash equivalents are held by selected counter parties.
The maximum exposure to credit risk before any credit enhancements at 31 December is the carrying
amount of the financial assets as set out below.
Debt securities
Derivative assets
Cash and cash equivalents
Other assets
Total

None of these assets are impaired nor past due but not impaired.

2009

2008

46,870,912
238,400
18,659,402
1,748,177
67,516,891

–
– 599,817
75,805,646
12,247
75,218,076
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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 well as to its
portfolio of fixed income instruments, The Company uses derivative financial instruments to hedge the
interest rate risk inherant to USD denomintated fixed income instruments.
As of December 31, 2009 (Currency-CHF)
in CHF
Up to 1 year

1 – 5 years

Over 5 years

18,659,402
–
–
695,645
19,355,047

–
–
16,683,204
–
16,683,204

–
–
30,187,705
–
30,187,705

–
–
–

–
–
–

–
–
–

19,355,047

16,683,204

30,187,705

Non-interest
bearing

Total

Assets
Cash and bank balances
Forward foreign exchange contracts
Investments at fair value through profit or loss
Other assets
Total assets
Liabilities
Other liabilities
Provisions for taxes
Total liabilities
Interest sensitivity

– 18,659,402
238,400
238,400
62,128,356 108,999,265
1,052,532
1,748,177
63,419,288 129,645,244

22,968,293
530,430
23,498,723

22,968,293
530,430
23,498,723

39,920,565 106,146,521

The table below summarises average effective interest rates for monetary financial instruments:
31.12.2009 (% P.A.)
Assets
Cash and bank balances
Liabilities
Bank overdraft

CHF

USD

EUR

GBP

RUR

0.0200

0.5600

0.8500

0.9500

8.3200

–

–

–

–

–

If the interest rate on cash and cash equivalents moves by 50 bps, the statement of income impact would be CHF 93,297 on an annual basis
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As of December 31, 2008 (Currency-CHF)
in CHF
Non-interest
bearing

Up to 1 year

1 – 5 years

Over 5 years

Total

75,805,646
–
–
75,805,646

–
–
–
–

–
–
–
–

– 75,805,646
46,930,470 46,930,470
412,247
412,247
47,342,717 123,148,363

–
–
–

–
–
–

–
–
–

599,817
26,125,963
26,725,780

599,817
26,125,963
26,725,780

75,805,646

–

–

20,616,937

96,422,583

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

Assets
Cash and bank balances
Investments at fair value through profit or loss
Other assets
Total assets
Liabilities
Forward foreign exchange contracts
Other liabilities
Total liabilities
Interest sensitivity
The table below summarises average effective interest rates for monetary
financial instruments:
31.12.2008 (% P.A.)

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.

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.
Earnings per share basic and diluted
Net profit attributable to equity holders
Weighted average number of ordinary shares outstanding
Basic and diluted earnings per share

CHF
CHF

2009

2008

9,730,817
2,597,402
3.746

CHF – 21,238,284
2,587,403
CHF
– 8.208
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5 Investment Portfolio
in CHF
2009

2008

Fair value of portfolio at beginning of the period

46,330,653

95,296,590

Investment Portfolio Movement for the Period
Purchase of investments
Sale of investments
Net realised gain /(loss) on disposal of investments
Net investment portfolio movement for the period

56,967,047
76,113,891
– 3,205,287 – 95,266,077
201,399 – 1,171,698
53,963,159 – 20,323,884

Changes in fair value, increase / (decrease)
Fair value of portfolio at the end of the period

8,943,853 – 28,642,053
109,237,665 46,330,653

The investment portfolio is represented as follows on the balance sheet:
Held for Trading:
Listed equity securities and bonds held for trading
Total held for trading

72,669,826
72,669,826

9,475,839
9,475,839

Designated as Fair Value Through Profit or Loss:
Unlisted equity securities
Total designated as fair value through profit or loss

36,329,439
36,329,439

37,454,631
37,454,631

108,999,265

46,930,470

124,774
113,626
238,400

– 599,817
–
– 599,817

Total financial assets at fair value through profit or loss
Derivatives:
Exchange rate forward agreements
Futures
Total derivatives
Gains /(losses) on investments at fair value through profit or loss
Net realised gains /(losses)
Changes in fair value, increase /(decrease)
Total
Gains /(losses) recognised on derivatives
Net realised gains /(losses)
Changes in fair value, increase /(decrease)
Total

201,399 – 1,006,673
8,105,635 – 28,642,053
8,307,034 – 29,648,726

1,206,265
838,216
2,044,481

830,792
– 599,817
230,975
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5.1 Details of investments at fair value through profit or loss
Securities, Bonds and Fixed Income

MOSCOW UNITED ELECTRICITY DISTRIBUTION
RAO EASTERN ENERGY SYSTEM JSC
RAO EASTERN ENERGY SYSTEM JSC PREF. SHARES
FEDERAL GRID COMPANY OF UES OJSC
IDGC HOLDING (MRSK HOLDING)
IDGC HOLDING (MRSK HOLDING) PREF. SHARES
INTER RAO UES JSC
KUZBASSENERGO JSC
MOSCOW POWER JSC (MOSENERGO)
FEDERAL HYDROGENERATION COMPANY JSC
TERRITORIAL GENERATION COMPANY NO 1 OJSC
TERRITORIAL GENERATION COMPANY NO 2 OJSC
TERRITORIAL GENERATION COMPANY NO 4 OJSC
TERRITORIAL GENERATION COMPANY NO 6 OJSC
VOLZHSKAYA TERRITORIAL GENERATION COMPANY OJSC (TGC 7)
TERRITORIAL GENERATION COMPANY NO 9 OJSC
TERRITORIAL GENERATION COMPANY NO 10 OJSC (sold 15.01.09)
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC
TERRITORIAL GENERATION COMPANY NO 11 HOLDING OJSC PREF. SHARES
ENISEYSKA TERRITORY GENERATION COMPANY (TGC 13)
TERRITORIAL GENERATION COMPANY NO 14 OJSC
SOUTH GENERATION COMPANY NO 8 OJSC
FIRST GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC (WGC-1)
SECOND GENERATION COMPANY OF WHOLESALE ELECTRICITY MARKET OJSC
EASTERN PROPERTY HOLDINGS LTD.
VTB CAPITAL SA 15 %, 04/19
MAGNIT FINANCE LLC 8.2 %, 03/12
LUKOIL OAO JSC 13.5 %, 06/10
RUSSIAN RAILWAYS 9.4 %, 12/12
VALARTIS RUSSIA & CIS FIXED INCOME FUND
GAZ CAPITAL 9.25 %, 09/19
TNK - BP FINANCE SA 6.625 %, 03/17
VTB CAPITAL SA 7.5 %, 09/11
LITHUANIAN REPUBLIC 6.75 %, 01/15
LUKOIL INTERNATIONAL FINANCE B.V. 7.25 %, 11/19
LUKOIL INTERNATIONAL FINANCE B.V. 6.375 %, 11/14
TNK - BP FINANCE 7.5 %, 07/16
LUKOIL INTERNATIONAL FINANCE B.V. 6.356 %, 06/17
LUKOIL INTERNATIONAL FINANCE B.V. 6.656 %, 06/22
TNK - BP FINANCE 7.875 %, 03/18

Sub-total listed investments at fair value through profit or loss - trading
NAFTRANS LTD, LIMASSOL, CYPRUS 3)
NAFTRANS LTD, LIMASSOL, CYPRUS REDEEMABLE 3)
Sub-total unlisted investments at fair value through profit or loss
FORWARD FOREIGN EXCHANGE CONTRACTS
OCC US 10 YEARS FUTURES 21.12.2009
OCC US 10 YEARS FUTURES 22.03.10
OCC US 5 YEARS FUTURES 31.03.10
Sub-total derivative financial instruments
Total investments

Balance as of 01.01.2009
Quantity

CHF

12,313,327
18,400,000
6,400,000
10,173,273
20,900,000
6,400,000
215,675,995
16,961,051
50
30,777,731
927,579,908
314,979,184
23,263,819
71,823,486
146,011
133,615,552
56,733
18,400,000
6,400,000
49
235,663,365
3,283,341
23,339,695
8
343,000
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

458,699
37,210
11,580
43,312
667,347
81,742
45,911
36,105
2
658,441
98,727
33,525
2,476
7,645
1,088
4,266
57,365
3,917
–
–
25,083
4,193
260,837
–
6,936,369
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

9,213,540
22,000,000

9,475,839
11,055,771
26,398,860

–
–
–
–
–

37,454,631
– 599,817
–
–
–
– 599,817
46,330,653
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Movement in period (CHF)
Purchases and Additions Sales and Withdrawals

Realised (CHF)

Changes in fair value (CHF)

Balance as of 31.12.2009

Gains

Losses

Gains

Losses

Quantity

CHF

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
158,174
–
–
–
390
–
–
–
–
–
–
–
45,139
–
–
–
–
–
–
–
–
–
–

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
– 2,304
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

39,732
194,217
13,147
67,760
1,687,695
299,579
308,857
116,056
4
542,354
406,437
35,517
7,109
16,327
4,928
6,744
–
4,063
2,719
–
–
–
322,263
–
4,411,247
–
–
–
–
241,620
–
–
325,000
38,980
161,671
269,859
–
–
–
–

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

–
–
–
–
–
4,647,769
362,335
335,301
361,984
1,045,440
5,884,077
3,521,482
4,569,366
10,025,000
1,864,893
5,039,829
5,045,971
4,804,168
1,554,694
3,016,343
4,821,650

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
– 215,539
–
–
–
– 22,779
– 4,583
–
–
–
–
–
–
–
– 2,962,386
–
–
–
–
–
–
–
–
–
–

– 14,175
– 14,765
– 13,187
– 28,067
–
– 42,914
– 19,882
–
–
–
–
– 36,838
– 26,225
– 54,733
– 42,270

12,313,327
18,400,000
6,400,000
10,173,273
20,900,000
6,400,000
215,675,995
16,961,051
50
32,708,775
927,579,908
314,979,184
23,263,819
71,823,486
146,011
133,615,552
–
6,100,000
6,400,000
49
–
–
23,339,695
8
493,000
10,000,000
10,000,000
10,000,000
29,700,000
250,000
3,000,000
4,500,000
10,000,000
1,800,000
5,000,000
5,000,000
4,500,000
1,500,000
1,500,000
4,500,000

498,431
231,426
24,727
111,072
2,355,043
381,321
354,768
152,161
5
1,267,542
505,164
69,042
9,585
23,971
6,016
11,010
–
7,980
2,719
–
–
–
583,100
–
15,995,385
348,160
320,536
348,798
1,017,374
3,208,450
3,478,568
4,549,484
10,350,000
1,903,873
5,201,500
5,315,830
4,767,329
1,528,469
2,961,611
4,779,380

56,967,047
–
–

– 3,205,287
–
–

203,703
–
–

– 2,304
–
–

9,523,883
–
–

– 293,055
– 332,132
– 793,060

9,213,540
22,000,000

72,669,826
10,723,639
25,605,800

–
104,199,800
29,486,242
27,711,223
3,607,873
165,005,138
221,972,185

–
– 105,084,243
– 29,218,007
– 28,281,743
– 3,627,409
– 166,211,402
– 169,416,688

–
3,774,518
1,270,017
608,469
21,733
5,674,737
5,878,440

–
– 2,890,076
– 1,538,251
– 37,948
– 2,198
– 4,468,472
– 4,470,776

–
724,591
51,471
54,188
7,966
838,216
10,362,099

– 1,125,192
–
–
–
–
–
– 1,418,247

–
–
–
–
–
–
–
–
–
66,747
–
–
–
–
–
–
–
–

–
–
–
–
–

–
–
– 259
– 30
– 289

36,329,439
124,774
51,472
54,188
7,966
238,400
109,237,665
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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. 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 control 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. 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 USD 10 million in respect of this sale which is recognised in the statement of comprehensive income as dividend income. In July 2008, the Company received a further USD
21.311 million from Naftrans as an interest free shareholders’ loan. This loan formed part of distribution
arrangements to Naftrans shareholders, comprising of sales proceeds from the KazMunaiGas transaction. A 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 obtained legal advice
confirming that it was not a valid claim. This shareholders’ loan is not repayable as KazMunaiGas group
claims under the warranties did not exceed USD 100 million, a benchmark in the loan agreement which
would have then required repayment.
Naftrans proceeded with a disposal process of remaining assets and also with the recovery of funds
outstanding to it relating to an inter-company account with one of its shareholders. The recovery process resulted in Naftrans concluding a settlement agreement with its managing shareholder on 12 April
2010 for the recovery of the funds owing to it. ENR, via settlement proceeds and the sale of a remaining Naftrans asset should, over time, receive the outstanding USD 13.96 million due to it. Accordingly,
ENR at year end, estimated the value its investment in Naftrans at the same USD value as at half year
2009. The fair value at December 31, 2008 attributed to Naftrans was based on the KazMunaiGas transaction value, adjusted for the USD 10 million dividend received during 2008. The fair value at December
31, 2009 is based on the value to be received from the settlement agreement mentioned above and the
disposal by Naftrans of its remaining asset.
During the reporting period, the only change to the valuation was due to movements in the CHF/USD
rate during where ENR’s reporting currency is in Swiss Francs and the investment is based in USD (see
below). At 31 December 2009, the Naftrans shares held by ENR were valued at CHF 36.33 million, with a
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related liability being the aforementioned Naftrans shareholder loan valued at CHF 21.98 million. Accordingly, the net attributable value to the Naftrans investment at year-end 2009 is CHF 14.35 million.
At December 31, 2008 the USD/CHF exchange rate was 1.06435. Since then, the USD weakened against
the CHF and at December 31, 2009 the exchange rate was USD/CHF 1.03. This resulted in an unrealised
exchange loss on the Naftrans shares of CHF 1.1 million, which is shown in the table in note 5.1.
5.3 Fixed income instruments
ENR deployed CHF 46.37 million in 2009 to acquire a range of local and foreign currency fixed income
instruments issued by Russian corporates and a sovereign bond of the Lithuanian government. These
instruments save for two, have investment ratings of “BBB” from Standard & Poor’s (“S&P”) Ratings
Services. The exceptions are a Lukoil RUR denominated fixed income instruments with a ruAA+ rating
from S&P, whilst the Magnit fixed income instruments is unrated. Fixed income instruments are denominated in USD, RUR and CHF. Details of the fixed income instruments at 31 December 2009
are contained in note 5.1. At year end, the aggregate fair value attributed to these instruments was
CHF 46.87 million.
5.4 Shares in Russian electricity companies
Pursuant to the 2008 unbundling of the Russian electricity company Unified Energy Systems (“UES”),
ENR holds shares in electricity companies covering a range of market and geographical segments in
the Russian electricity sector. ENR for the reporting period, disposed of its interest in Territorial Generation Company No 10 OJSC realising CHF 215,539; Territorial Generation Company No 14 OJSC realising CHF 22,779 and South Generation Company No 14 OJSC realising CHF 4,583. During 2009 ENR also
increased its position in the Federal Hydrogeneration Company JSC by deploying CHF 66,747 in a rights
offering.
Fair value at December 31, 2009 attributed to these shares was based on the closing bid price of the
shares at this date. At 31 December 2009, the aggregate value of ENR’s shares of electricity sector companies was valued at CHF 6.59 million.
5.5 Eastern Property Holdings Limited
EPH is a Russian focused real estate development company listed on the SIX Swiss Exchange. During
the first half of 2009 EPH was trading at a material discount to its net asset value and ENR increased
its position in EPH by CHF 4.65 million.
Fair value at December 31, 2009 attributed to the shares was based on the closing bid price of the EPH
shares at this date and amounted to CHF 15.99 million.
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5.6 Valartis Russia & CIS Fixed Income Fund
During 2009 ENR made a USD 2.5 million subscription in the Valartis Russia and CIS Fixed Income Fund.
The fund seeks total returns through investments in fixed income securities in Russia and other members of the CIS seeking both capital appreciation and income through an active strategy. The investment manager selects fixed income securities issued by companies, federal, municipal, regional governments and agencies that enjoy both high yields as well as a potential for capital appreciation,
experiencing fundamental credit improvement and have a positive outlook. There are two classes of
shares in the fund. ENR, during the reporting period, switched share classes so as to optimise its position. Fair value at December 31, 2009 attributed to the shares was based on the closing net asset value
of the shares where the value of ENR’s investment in the fund was CHF 3.2 million.

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.
in CHF
31.12.2009

Cash at bank and in hand
Money market instruments
Fiduciary deposits**
Subtotal
Bank overdraft
Cash and cash equivalents
Total cash and cash equivalents

31.12.2008

Valartis Bank*

Others

Valartis Bank*

Others

14,115,617
–
–
14,115,617
–
14,115,617

417,177
4,126,608
–
4,543,785
–
4,543,785
18,659,402

39,691,472
–
36,071,300
75,762,772
–
75,762,772

14,514
28,360
–
42,874
–
42,874
75,805,646

31.12.2009

31.12.2008

841,492
695,645
211,040
1,748,177

–
–
412,247
412,247

*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

Accrued interest
Receivable from Naftrans Ltd
Other
Total receivable
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8 Liabilities
8.1 Accounts payable and accrued expenses
in CHF

Management fees
Naftrans Limited (see note 5.2)
Other creditors
Balance at the end of the period

31.12.2009

31.12.2008

434,985
21,980,171
553,137
22,968,293

522,930
22,682,789
2,390,049
25,595,768

8.2 Taxes
The Company pays Swiss taxes on capital of 0.07 % (2008: 0.07 %). Net income from Cyprus subsidiaries is taxed at 4.25 % (2008: 4.25 %). Net income from the Cayman Islands subsidiary is not taxed. No
deferred taxes are calculated on unrealised gains on securities as they are tax exempt in the corresponding jurisdictions.
in CHF

Balance at beginning of period
Payment during the period
Charge for the period
Balance at the end of the period
Profit /(loss) before tax
Tax calculated at domestic tax rates applicable to profits in the respective countries
Deduction for income not subject to tax
Underprovision prior years
Income tax charges

31.12.2009

31.12.2008

530,195
– 60,491
60,726
530,430

500,000
–
30,195
530,195

9,723,938
224,254
– 224,254
–
–
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9 Share capital
As of December 31, 2009 the issued and authorised ordinary share capital of the Company was CHF
32.8 million (31.12.2008: CHF 32.8 million), divided into 2,644,402 (31.12.2008: 2,644,402) bearer shares
with a par value of CHF 12.40 (31.12.2008: CHF 12.40) each and one voting right per share. There are no
restrictions on share transfers.
Article 11 of the Company’s Articles of Association contains an an “Opting Out” clause regarding matters
dealt with in article 32 of SESTA and waives the requirement to make a public tender offer whenever 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 Company’s capital increase in December 2007.
9.1 Issued capital
31.12.2009
Issued Capital

Opening balance / at incorporation
Capital increase
Closing balance

Number of shares

2,644,402
–
2,644,402

31.12.2008

CHF Number of shares

32,790,585
–
32,790,585

2,509,560
134,842
2,644,402

CHF

31,118,544
1,672,041
32,790,585

9.2 Treasury stock
Opening balance
Purchases
Sales
Closing balance

31.12.2009

31.12.2008

Number of shares

Number of shares

47,000
–
–
47,000

145,545
47,000
– 145,545
47,000
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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 8 of the Company’s Articles of Association authorises the Board, until 8 November 2009, 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.
31.12.2009
Conditional and Authorised Capital

Conditional capital
Authorised increase of capital

Number of shares

805,307
670,465

31.12.2008

CHF Number of shares

9,985,807
8,313,766

805,307
670,465

CHF

9,985,807
8,313,766
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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 Investment 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 another Valartis Group AG subsidiary acts as investment manager of EPH this investment is not taken into account for purposes of the calculation of management fees.
As the Valartis Russia & CIS Fixed Income Fund is managed by a Valartis Group AG entity, a group to
which the ENR investment manager forms part of, ENR does not pay management fees to its investment manager on the value of the position held in this fund.
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) realised by the Company on such investment in the event of a sale, another form of disposal or a refinancing of an investment held by the Company, provided the annual hurdle rate of 8 % has been reached by
the Company.
in CHF
Management fees

Management fees for the period
Balance payable at the end of the period
Performance fees

Final performance due on profit realised on sale of investments in 2008
Less: Provision for performance fees as at December 31, 2007
Difference through profit and loss account (release of provision)

31.12.2009

31.12.2008

1,666,472
434,985

2,145,984
522,930

31.12.2009

31.12.2008

–
–
–

2,313,928
– 2,556,216
– 242,288
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10.2 Directors’ fees
in CHF

G. Stenbolt
C. Löw (resigned with effect 31 December 2008)
W. Fetscherin
Total

31.12.2009

31.12.2008

–
–
50,000
50,000

–
25,000
50,000
75,000

Neither of Messrs Stenbolt or Fetscherin owns any shares in ENR Russia Invest SA.
10.3 Significant shareholders as of December 31, 2009
Valartis Bank AG, Zürich, MCG Holding SA, Baar, MCT Global Opportunities Fund, Grand-Cayman and
Valartis International Ltd. jointly own 55.38 % (1,438,381 shares) of the outstanding share capital (issued shares minus treasury shares) of the Company.
Hansa AG, Baar, owns 34.37 % (892,703 shares) of the outstanding share capital (issued shares minus
treasury shares) 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 majority 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 breakdown by segment does not apply.
12 Risk assessment
An extensive overview of the risk factors that the Group is faced is included seperately in the annual
report. 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 implements 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 provide 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.

13 Subsequent events
Other than the settlement agreement concluded by Naftrans Limited (refer to note 5.2 above), there
have been no other subsequent events.
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Independent Auditor’s report
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Parent Company balance sheet as at December 31, 2009
(Currency-CHF)

Note

31.12.2009

31.12.2008

5,469,104
1,269,000
164,670
20,288,116
27,190,890

28,547,855
1,198,500
412,248
–
30,158,603

Non-current assets
Investments - non-current
Total non-current assets

20,000,615
20,000,615

20,000,615
20,000,615

Total assets

47,191,505

50,159,218

30,430
513,759
–
5,110,965
5,655,154

30,195
673,981
599,817
5,112,264
6,416,257

32,790,585
15,482,734
1,552,228
– 8,289,196
41,536,351

32,790,585
15,482,734
1,552,228
– 6,082,586
43,742,961

47,191,505

50,159,218

Assets
Current assets
Cash and cash equivalents
Investments - current
Accounts receivable
Receivable from subsidiaries
Total current assets

Liabilities
Provision for taxes
Accrued expenses
Forward foreign exchange contracts
Payable to subsidiaries
Total liabilities
Shareholders’ Equity
Share capital
Capital paid in excess of par value (share premium)
Treasury stock reserve
Retained losses
Total shareholders’ equity
Total liabilities and shareholders’ equity

2
2
2
2
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Parent Company income statement and retained losses for the year ended
December 31, 2009
(Currency-CHF)

Notes

Revenue
Interest income
Gain on investments
Exchange gain
Total revenue
Expenses
Management fees
Performance fees
Administrative fees
Investment bank and professional fees
Directors’ fees and expenses
Publication, marketing and other expenses
Bank charges and interest expenses
Unrealised loss on investments
Unrealised loss on forward foreign exchange contracts
Exchange loss
Taxes
Total expenses
Loss for the period
Retained earnings
Retained losses at the beginning of the period
Allocation from reserve for own shares
Net loss for the period
Retained losses at the end of the period

2009

2008

112,920
69,882
–
182,802

451,508
32,427
2,883
486,818

1,666,472
–
100,003
185,393
41,702
88,501
12,224
–
–
248,020
47,097
2,389,412

2,145,984
– 242,288
86,870
23,367
339,101
181,074
–
353,728
599,817
–
47,894
3,535,547

– 2,206,610

– 3,048,729

2009
– 6,082,586
–
– 2,206,610
– 8,289,196

2008
– 3,033,857
–
– 3,048,729
– 6,082,586
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Notes to the parent company financial statements as of December 31, 2009
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, 2009 the issued ordinary share capital of the Company was CHF 32.8 million
(31.12.2008: CHF 32.8 million), divided into 2,644,402 (31.12.2008: 2,644,402) bearer shares with a par
value of CHF 12.40 (31.12.2008: CHF 12.40) each and one voting right per share. There are no restrictions on share transfers.
2.1 Movements in shareholders’ equity of the parent company
Share capital

Share premium

Treasury stock Retained earnings

Balance as at December 31, 2008

32,790,585

15,482,734

1,552,228

– 6,082,586

43,742,961

Total

Net result for the period
Balance as at December 31, 2009

–
32,790,585

–
15,482,734

–
1,552,228

– 2,206,610
– 8,289,196

– 2,206,610
41,536,351

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, until 8 November 2009, 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.
3 Risk assessment
The company is fully integrated into the group wide risk assessment process. For details, refer to note
12 of the consolidated financial statements.
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Price information
in CHF
Attributable Net
Assets (millions)

Date

31.12.2008
31.03.2009
30.06.2009
30.09.2009
31.12.2009

96.5
97.8
100.9
108.2
106.2

Attributable NAV
per share

Share price

36.93
36.97
38.17
40.93
40.64

26.00
24.00
27.40
27.75
27.00
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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 equity and/or equity related and/or debt instruments 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 significant diminutions in value may occur. Temporary investments include cash investments as
well as debt and money market instruments issued by governments, financial institutions or
companies, where these investments will be denominated in the currency of the relevant CIS
country and/or Baltic State or any freely convertible currency.
The Company may seek from time to time to
hedge all or a portion of its risks or its investments 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 leverage in a manner commensurate with reasonable
risk management in order to achieve its investment objective on an investment-by-investment
basis.
The Company may also from time to time impose 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 countries 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 delegates 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 interviews with management and owners with the
objective of aligning differing interests. The Investment Manager’s responsibilities include valuations, market analyses, competition analyses,
debt capacity calculations, bid tactics, tax optimizing holding structures, financing structures,
raising of debt finance, management incentives,
personnel reinforcements required, due diligence 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 restrictions, 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 investment, 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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