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This annual report has been prepared on the basis of the information available to the Open Joint Stock Company Uralkali and its 

subsidiaries (hereinafter, Uralkali) as at the date hereof. 

This annual report contains forward looking statements. All forward looking statements contained herein and all subsequent 

oral or written forward looking statements attributable to Uralkali or any persons acting on its behalf are expressly qualifi ed in their 

entirety by the cautionary statements below.

All statements included in this annual report, other than statements of historical facts, may be forward looking statements. Words 

such as “forecasts”, “believes”, “expects”, “intends”, “plans”, “prediction”, “will”, “may”, “should”, “could”, “anticipates”, “estimates”, 

“seeks”, “considers”, “assumes”, “continues”, “strives”, “projects”, or any expression or word with similar meaning or the negative 

thereof, usually indicate the forward looking nature of the statement.

Forward looking statements may include statements relating to Uralkali’s operations, fi nancial performance, earnings, economic 

indicators, results of operation and production activities, dividend policies, capital expenditures, as well as trends relating to 

commodity prices, production and consumption volumes, costs, expenses, development prospects, useful lives of assets, reserves, 

the commencement and completion dates of certain production projects, and the acquisition, liquidation or disposal of certain 

entities, and other similar factors and economic projections with respect to Uralkali’s business, as well as the industry and markets 

in which it operates.

Forward looking statements are not guarantees of future performance. They involve numerous assumptions regarding the present 

and future strategies of Uralkali and the environment in which it operates and will operate in the future and involve a number of 

known and unknown risks, uncertainties and other factors that could cause Uralkali’s or its industry’s actual results, levels of activity, 

performance or achievements to be materially different from any future results, levels of activity, performance or achievements 

expressed or implied by such forward looking statements.

Uralkali provides no assurance whatsoever that its or its industry’s actual results, levels of activity, performance or achievements 

will be consistent with the future results, levels of activity, performance or achievements expressed or implied by any forward looking 

statements contained in this annual report or otherwise. Uralkali accepts no responsibility for any losses whatsoever that may result 

from any person’s reliance on any such forward looking statements. 

Except where required by applicable law, Uralkali expressly disclaims any obligation or undertaking to disseminate or publish 

any updates or amendments to forward looking statements to refl ect any change in expectations or new information or subsequent 

events, conditions or circumstances. 

D I S C L A I M E R
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C H A I R M A N ’ S  S T A T E M E N T

Dear Shareholders,

This is the first time that I have addressed you 

as Chairman of the Uralkali Board of Directors. 

In the autumn of 2010, when the Uralkali Board of 

Directors was re-elected, I was offered the position 

of the Chairman.

It is true that the potash industry has uniquely 

attractive fundamental characteristics. Other 

nutrients cannot be substituted for potassium which 

is vital to the healthy growth of crops, the demand 

for which is constantly increasing. Consequently, the 

requirement for potash fertilisers is growing as well. 

At the same time, potash reserves of a good quality 

are scarce while the barriers to entry into the potash 

mining industry are high. Due to the production 

costs which are among the lowest in the industry, 

Uralkali is well positioned in the potash industry.

2010 was the year of change for Uralkali. The 

controlling stake in the Company was sold to new 

principle shareholders. This paved the way to the 

combination with Silvinit – the other largest potash 

producer in Russia. The management teams of 

both companies had been in discussion about the 

possibility of a merger for some time and – once the 

changes in shareholding structures of the companies 

were complete – the merger process became a reality. 

In December the Boards of Uralkali and Silvinit 

approved the merger leading to the creation of one 

of the global potash market leaders.
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The merger with Silvinit is expected to be value 

accretive for all Uralkali and Silvinit shareholders 

due to the companies’ synergy potential as well as 

improvements in global and Russian potash markets. 

Before 1983 Uralkali and Silvinit had operated the 

same production plant. Therefore, the concept of 

the creation of the Combined Company progressed 

naturally from their operations and the necessity 

to increase overall capitalisation. The combination 

was approved by the shareholders of both companies 

and it is expected to be completed during the second 

quarter of 2011.

The strategy of the combined Uralkali will 

remain the same — raising effi ciency in production 

and sales of potassium chloride. The Company will 

continue to strengthen its position as one of the 

leading companies in the potash market through the 

realisation of its growth strategy. Uralkali intends to 

self-fund the investment projects aimed at capacity 

expansion in order to satisfy the growing demand 

for potash. The time-frame for the launch of new 

production capacity will be determined by the 

market supply/demand balance. 

The combined Company intends to uphold as well 

as to improve Uralkali’s already high standards of 

corporate governance. The Company will maintain 

transparency to its investors and respect for the rights 

of all its shareholders. The Company will strive to 

uphold appropriate levels of information disclosure. 

Independent directors will play an important role in 

the activities of the Board of Directors; furthermore, 

their infl uence will increase in the future.

Uralkali’s dividend policy will remain effectively 

unchanged. The Company is planning to pay 

signifi cant part of the net income to the shareholders. 

Thus, the Company intends to continue its efforts 

to increase market capitalisation in the interests 

of all shareholders and other stakeholders in the 

Company.

New challenging projects lie ahead of us: they will 

allow us to realise Uralkali’s potential and raise it to 

the leading position in the global potash industry.

Alexander Voloshin
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Dear Shareholders,

As the global economy gradually recovered during 

2010, positive trends returned to the potash market. 

Potash demand stabilised due to the restoration 

of prices for agricultural products which allowed 

Uralkali to reach the pre-crisis level of production.

In March 2010, Uralkali’s trader – Belarusian 

Potash Company (BPC) – signed a contract with 

India, the parameters of which are considered 

indicative for the whole market. In December BPC 

signed an agreement with Yara, the world’s first 

mineral fertiliser producer, which became one 

of the largest contracts in the history of potash 

industry. These contracts laid a solid foundation for 

reaching production goals in 2010 as well as for price 

growth for Uralkali’s products. Furthermore, at the 

beginning of 2011 BPC reached an agreement over 

potash supplies with Chinese importers.

Thanks to the recovery of potash fertiliser demand 

in key markets, Uralkali’s financial performance 

in 2010 significantly exceeded 2009 level. Thus, 

the Company’s revenues amounted to 51.6 billion 

RUR, which is 53% higher than the 2009 levels. 

Uralkali’s net profi t was 16.7 billion RUR, up 83% 

on 2009 levels. EBITDA margin increased to 60%, 

as compared to 56% in 2009.

Overall, in 2010 the Company almost doubled its 

production volumes in comparison with previous 

year and produced about 5.1 million tonnes of 

potash. We strongly believe that the trends of demand 

and potash prices growth will remain stable in the 

future, which will encourage Uralkali to increase its 

production capacity.

During 2010 Uralkali continued to focus its 

efforts on capacity modernisation. One of the key 

projects was the capacity expansion of Berezniki-4, 

a part of the Company’s larger programme aimed 

at production modernisation. We continue to 

realise this programme in 2011. In 2012, after the 

C E O ' S  S T A T E M E N T
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programme has been successfully implemented, 

Uralkali will achieve new levels of production 

capacity which will amount to 7 million tonnes.

In 2010 Uralkali continued to support the 

Russian agricultural sector. Prior to the spring 

sowing season, in line with the recommendations 

of Russia’s Ministry of Industry and Trade and the 

Federal Antimonopoly Service (FAS), the Company 

set subsidised prices for Russian complex fertiliser 

producers and Russian agricultural producers. 

These prices remained effective until the end 

of 2010. Moreover, the subsidised price for the 

agricultural producers is maintained in the first 

half of 2011. From the beginning of 2011 onwards, 

complex fertiliser producers started purchasing 

potash at the minimum export price. However, to 

boost fertiliser deliveries to the domestic market, 

we will provide complex fertiliser producers with 

additional discounts for potash volumes intended 

for the production of complex fertilisers for sales on 

the domestic market.

In 2010 the sale of the controlling share of Uralkali 

marked a milestone in the Company’s history. After 

it was carried through, Uralkali set out to merge 

with Silvinit – a Russian potash producer that also 

develops the Verkhnekamskoye potash-magnesium 

salts fi eld. If the transaction is executed successfully, 

the Combined company will match by size the largest 

players in the world potash market. Moreover, it will 

continue to expand due to its organic growth and 

long-term investment programme. For example, it 

is planned to raise the capacities of the Combined 

Company from 10.6 million tonnes in 2010 to 

13 million tonnes in 2012 through several brownfi eld 

projects. The Company will also have the licences 

to develop two rich fi elds of the Verkhnekamskoye 

deposit, which will ensure a signifi cant increase in 

production volumes.

Despite the changes, Uralkali’s management team 

remained essentially the same. The rationale is clear: 

the team is highly profi cient, devoted to its work and 

the Company, and is capable of achieving the most 

ambitious goals set by the Board of Directors.

I would like to reassure all our stakeholders that 

the merger will be carried out with strict adherence 

to the principles of social responsibility which have 

always guided Uralkali’s activities. Regarding the 

proposed Combination, we will not forget about 

our employees who have always been the main 

asset of Uralkali and the keystone of its success. 

The Company intends to continue supporting its 

employees and their families through a wide range 

of social programmes. The Company will also assist 

the cities of Berezniki and Solikamsk where its 

production facilities are located and where most of its 

employees live. To remain among the most attractive 

and socially responsible employers in the Russian 

mining industry has always been one of Uralkali’s 

highest priorities.

Vladislav Baumgertner
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Notes
I. JORC valuation report as of 1 January 2011

II. Federal State Statistics Service statistical review on socio-economic situation 

in the Russian Federation for 2010

III. Includes food and non-food merchandise, as well as services, in the Russian 

Federation

Consumer Price Index (CPI) (Dec.  – Dec. ) .% III

Consumer Price Index for food (CPI) (Dec.  – Dec. ) .%

Producer Price Index (PPI) (Dec.  – Dec. ) .% IV

RUR/US$ (average for ) .  V

RUR/US$ (as of the end of ) .  VI

mln tonnes K2O, % K2O, mln tonnes

All Mines

Measured 1,338.1 21.3 284.7

Indicated 2,106.7 20.8 438.2

Inferred 310.3 26.8 83.3

Total Measured + Indicated 3,444.8 21.0 723.0

A U D I T E D  M I N E R A L  R E S O U R C E  S T A T E M E N T
A S  O F  1  J A N U A R Y  2 0 1 1 I

M A C R O  E C O N O M I C  F I G U R E S 
F O R  2 0 1 0 I I

U R A L K A L I  K E Y  F I G U R E S

2006 2007 2008 2009 2010

Revenues 22,290 29,499 62,798 33,809 51,592
Net Sales II 16,673 22,673 54,355 29,314 40,603

Cost of Sales (COGS) (6,307) (7,108) (9,410) (8,878) (11,830)

COGS to Net Sales % 38% 31% 17% 30% 29%

Gross Profi t 15,983 22,391 53,388 24,931 39,762
Distribution Cost (6,691) (7,957) (9,840) (6,075) (12,819)

General and Administrative Expenses (2,058) (3,473) (3,204) (3,838) (4,937)

EBITDA III 8,558 12,098 41,349 16,375 24,298
EBITDA Margin IV 51% 53% 76% 56% 60%

Net Income 3,494 8,045 21,943 9,095 16,654
Net Income Margin V 21% 35% 40% 31% 41%

CAPEX 5,198 6,316 14,341 14,105 10,257

Debt (bank loans) 11,088 10,600 13,987 13,463 11,253

E Q U I T Y 17,650 25,074 34,620 43,715 56,797
C A S H  A N D  C A S H  E Q U I V A L E N T S 2,892 7,291 16,174 4,297 14,765

K E Y  F I N A N C I A L  I N D I C A T O R S
 ( R U R  M L N )

I

Uralkali is one of the leading global potash fertiliser producers. The Company is vertically integrated, 

with control over the whole production chain, from potash ore mining to the supply of the ultimate 

consumers. Uralkali production assets are located in Berezniki, Perm Region (Russia) and include two 

mines and four processing plants. Uralkali current capacity is 5.5 million tonnes of KCl. In 2010 the 

Company produced 5.1 million tonnes of KCl. 

Currently, Uralkali is in the process of combination with Silvinit, another Russian potash producer. 

The Proposed Combination will create one of the world's leading potash producers.

2006 2007 2008 2009 2010
Sales Volume 4,343 5,060 4,668 2,497 5,079

Export 3,905 4,575 4,141 1,895 4,397

Domestic 438 485 527 602 682

Production Volume 4,165 5,119 4,793 2,621 5,061

K E Y  O P E R A T I O N  I N D I C A T O R S
 ( T H S .  T O N N E S )

Notes
I. All fi nancial indicators are based on IFRS Consolidated Financial Statements 

and are given in million RUR unless otherwise stated

II. Net Sales is calculated as sales net of freight, railway tariff and transhipment 

costs

III. Throughout the report EBITDA means adjusted EBITDA – calculated as 

Operating Profi t plus depreciation and amortisation and does not include mine 

fl ooding costs

IV. EBITDA Margin is calculated as EBITDA divided by Net Sales

V. Net Income Margin is calculated as Net Income divided by Net Sales

IV. For potash mineral or chemical fertiliser producers

V. Average Exchange Rate of Central Bank of the Russian Federation for the 

period from 1 January 2010 to 31 December 2010

VI. Offi cial Exchange Rate set by Central Bank of the Russian Federation as of 

31 December 2010

Additional Information:
•  F I N A N C I A L  M A N A G E M E N T  D I S C U S S I O N  A N D  A N A L Y S I S  ( P.  3 9 )

• R E V I E W  O F  T H E  M I N E R A L  R E S O U R C E S  ( P.  1 2 8 )
NBNB
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Note
I. Cash cost of goods sold = Cost of goods sold less depreciation
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1 2  M A R C H 
India contract
Belarusian Potash Company informed Uralkali 

that it had agreed a contract with major Indian 

potash importer IPL. According to the contract 

terms, from April 2010 till March 2011 BPC will 

supply 900 thousand tonnes of potash at the price 

of US$ 370 (CFR).

1 2  M A R C H
The Company allocates funds for the 
construction of Yayva-Solikamsk railroad
In line with Uralkali’s social responsibility efforts, 

the Company volunteered to allocate an additional 

1 billion RUR to compensate Russian Railways 

for the costs it incurred in the construction of a 

53-kilometer Yayva-Solikamsk railroad bypass.

Therefore, the Company's total allocations to 

pay the expenses incurred by Russian Railways to 

fi nance the construction of the Yayva-Solikamsk 

bypass is 6 billion RUR.

9  A P R I L
Price levels for Russian agricultural 
producers
Uralkali decided to maintain the price for 

potassium chloride for Russian agricultural 

producers at 4,250 RUR per tonne in Q2 of 2010. 

This decision is in line with Uralkali’s policy to 

support Russian agricultural sector (for further 

information see 15 November 2010).

1 5  A P R I L
Contracts with Aсron and Uralchem
Uralkali signed agreements to supply Russian 

complex fertiliser producers Acron and Uralchem 

with potassium chloride at 4,300 RUR per tonne 

in 2010. Under the agreements, Uralkali supplied 

450 thousand tonnes of potash to Aсron and about 

85 thousand tonnes for Uralchem in 2010. These 

volumes allowed for the Russian farmers’ demand 

for complex fertiliser to be fully met in 2010 

(for further information see 17 November 2010, 

20 December 2010).

14  J U N E
Holdings in the Company
Madura Holding Limited, the main shareholder of 

Uralkali, informed Uralkali that it had disposed of 

53.2% of the issued share capital of the Company 

to Kaliha Finance Limited (“Kaliha”), Aerellia 

Investments Limited (“Aerellia”) and Becounioco 

Holdings Limited (“Becounioco”) on 11 June 2010. 

Kaliha, Aerellia and Becounioco are benefi cially 

owned by Mr. Suleyman Kerimov, Mr. Alexander 

Nesis and Mr. Filaret Galchev, respectively. In the 

course of the disposal, the largest stake (25% of the 

Company’s share capital) was acquired by Kaliha 

(for further information see 19 April 2011).

1 8  J U N E
General Shareholders Meeting
Annual General Shareholders Meeting of Uralkali 

was held in Berezniki (Perm Region). The Annual 

General Meeting approved the Company’s annual 

report and fi nancial statements. Shareholders 

resolved to remunerate independent directors for 

their work on the Board’s Committees, allocating 

16.8 million RUR for this purpose. Shareholders 

also resolved not to remunerate the other Board 

members. In addition, the AGM approved paying 

out 3.6 billion RUR in dividends (1.7 RUR per 

ordinary share, 8.5 RUR per GDR) for 2009.

4  A U G U S T
P. Grachev appointed CEO of the Company
Following the request of Kaliha Finance Limited, 

which holds a 25% stake in Uralkali, the Company 

held a meeting of its Board of Directors which 

passed a resolution on the early termination of 

powers of Uralkali President and CEO Denis 

Morozov. As of 5 August 2010, the positions of 

the company’s President and CEO was to be 

taken by Pavel Grachev. Effective 5 August 2010, 

Pavel Grachev was also appointed Chairman of 

the Uralkali Management Board (for further 

information see 21 February 2011).

2 0  A U G U S T
Arbitration court decision regarding 
mineral extraction tax payments
The Arbitration Court of Appeal ruled that 

the decision and claim of the Interdistrict 

Inspectorate No. 3 of the Federal Tax Service for 

Major Taxpayers, that Uralkali would pay mineral 

extraction tax of 604 million RUR for 2005–2006 

together with charges and penalties, be held null 

and void. The Company received the tax claim for 

this amount in January 2010. The company then 

appealed to the courts against the decision and 

claim of the tax authority (for further information 

see 14 January 2011).

7  S E P T E M B E R
Uralkali’s shares admitted to the quotation 
list “B” on MICEX
Uralkali’s ordinary shares were admitted to the 

quotation list “B” on MICEX. Uralkali started 

trading its chares in the quotation list “B” on 

9 September 2010.

17  S E P T E M B E R
New Board of Directors of Uralkali elected
Uralkali’s General Meeting of the Shareholders 

resolved to elect new members of the Company’s 

Board of Directors. 

1 5  O C T O B E R
Uralkali’s shares recognised as “Best 
Performing” in RTS index
Uralkali’s shares were named “Best Performing 

in RTS Index”. Since 1 July 2003, when Uralkali’s 

shares were fi rst included in the Index, their 

value has grown 58.9 times from US$ 0.0715 to 

US$ 4.21. Thus, they demonstrated the largest 

growth in value among stock currently included 

in the RTS Index.

1 5  N O V E M B E R
Price levels for Russian agricultural 
producers
Uralkali decided to maintain the price for supplies 

to the Russian agricultural producers at the same 

level as in the second half of 2010. In the fi rst half 

of 2011 the price was left at 4,250 RUR per tonne, 

which is signifi cantly lower than the global potash 

prices (for further information see 9 April 2010).

17  N O V E M B E R
Long-term contracts with ЕuroChem 
and PhosAgro
Uralkali signed contracts with complex fertiliser 

producers, PhosAgro and ЕuroChem, to supply 

muriate of potash (MOP) at the price linked to the 

minimum export price. The contracts will remain 

effective from 1 January 2011 until 1 January 

2014. In order to support Russian agricultural 

producers, contracts specify premiums for the 

potash volumes intended for the domestic market 

(for further information see 15 April 2010; 

20 December 2010).

2 5  N O V E M B E R
Surface subsidence near Berezniki
A soil subsidence occurred under the train tracks 

of a 6-km bypass railroad spur near Berezniki 

(Perm Region). The subsidence occurred outside 

of the Uralkali industrial premises. The incident 

did not result in any changes in the Company’s 

production plan.

1 3  D E C E M B E R
Long-term agreement with Yara
BPC informed Uralkali about a new long-term 

agreement with Norway-based Yara for the supply 

of potash. Under the contract, BPC will supply 

Yara with more than 1 million tonnes of potash 

fertilisers per year from 2011 until 2015. The 

price of potash supplied to Yara will be calculated 

according to a combination of market indicators. 

The contract became one of the largest in the 

potash industry’s history.

2 0  D E C E M B E R
Proposed combination of Uralkali and 
Silvinit
The Boards of Directors of Uralkali and 

Silvinit announced the proposed combination 

of Uralkali with Silvinit, which would create 

a leader in the global potash market. The 

proposed combination will be effected through 

the acquisition of approximately 20% of Silvinit 

ordinary shares for US$ 894.5 per ordinary 

Silvinit share, a total sum of US$ 1.4 billion, and 

the subsequent merger of Uralkali and Silvinit 

through the issuance of Uralkali ordinary shares 

for the remaining ordinary and preferred shares 

of Silvinit. The Boards of Directors of Uralkali 

and Silvinit recommended the shareholders 

to vote for the proposed acquisition and the 

proposed combination (for further information 

see 7 February 2011, 28 February 2011, 

4 April 2011).

2 0  D E C E M B E R
Long-term with contracts with Acron, 
Dorogobuzh and Minudobreniya
Uralkali signed agreements with compound 

fertiliser producers OJSC Acron and OJSC 

Dorogobuzh (members of Acron Group) to supply 

potash at the price linked to the minimum export 

price in 2011–2013. In addition, Silvinit entered 

into agreements with OJSC Minudobreniya 

(Rossosh) and OJSC Acron about supplies of 

potash in 2011–2013. In order to support Russian 

12 March 9 April 15 April 18 June  14 June  

20 August 

7 September 4 August 

12 March 17 September

C A L E N D A R  O F  M A J O R  2 0 10  E V E N T S –2 0 11
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agricultural producers, contracts specify premiums 

for the potash volumes intended for the domestic 

market (for further information see 15 April 2010, 

17 November 2010).

1 2  J A N U A R Y  2 0 1 1
Uralkali’s bonds admitted to trading at 
MICEX Stock Exchange
Russia’s MICEX Stock Exchange admitted 

Uralkali BO-01 exchange-traded bonds of total 

nominal value 50 billion RUR to trading without 

listing, being placed through a public offer with 

a redemption date falling on the 1,092nd day 

following the placement commencement date. 

Nominal value of each exchange-traded bond 

amounts to 1,000 RUR.

1 3  J A N U A R Y  2 0 1 1
China contract
BPC informed Uralkali that it had agreed a contract 

on potash shipments with major Chinese fertiliser 

importers Sinochem and CNAMPGC. Under 

the contract, BPC will ship 600 thousand tonnes 

of potassium chloride (including 120 thousand 

tonnes of mutual optional quantities) at the price of 

US$ 400 (CFR) from 13 January to 30 June 2011.

14  J A N U A R Y  2 0 1 1
Arbitration court decision regarding mineral 
extraction tax payments
The Russian Federal Arbitration Court in Moscow 

Judicial Circuit ruled to leave standing the decision 

issued by the Arbitration Court of Appeals and 

rejected the ruling and the claim issued by the 

Interregional Tax Inspectorate No. 3 for Major 

Taxpayers (a Russian Federal Tax Service division) 

for Uralkali to pay the mineral extraction tax of 604 

million RUR for 2005–2006 together with charges 

and penalties. Thus, the court entirely dismissed 

the cassation appeal fi led by the tax authorities 

against the decision issued by the lower court (for 

further information see 20 August 2010).

7  F E B R U A R Y  2 0 1 1
Shareholder approval of combination of 
Uralkali and Silvinit
Uralkali announced that the Proposed Combination 

of Uralkali with Silvinit had been approved by 

shareholders of both companies voting at their 

Extraordinary General Shareholders Meetings 

held on 4 February 2011. Thus, 98.9% of Uralkali 

shareholders voted to approve the merger of 

Uralkali and Silvinit. 90.9% of Silvinit shareholders 

voted for the related merger as well (for further 

information see 20 December 2010, 28 February 

2011, 4 April 2011).

2 1  F E B R U A R Y  2 0 1 1
V. Baumgertner appointed CEO 
of the Company
The Uralkali Board of Directors resolved to appoint 

Vladislav Baumgertner CEO of the Company. The 

Board also resolved to cancel the position of Uralkali 

president, and to increase the Company’s authorised 

capital by placing 1.2 billion additional un-

certifi cated registered ordinary shares. To complete 

the merger, Silvinit ordinary and preferred shares 

will be converted into Uralkali additional ordinary 

shares. Ordinary and preferred shares of Silvinit, 

subject to redemption in accordance with requests 

from shareholders of Silvinit that voted against or 

abstained from voting on reorganisation and/or 

approval of a merger agreement, will be cancelled 

upon completion of the merger (for further 

information see 4 August 2010).

2 8  F E B R U A R Y  2 0 1 1
Acquisition court decision regarding 
temporary injunction 
The Perm Regional Arbitrazh Court issued a 

temporary injunction on Silvinit shareholder 

general meeting decisions and Merger Agreement. 

The injunction prohibited the implementation of 

the merger agreement, the registration of Uralkali 

new share issuances and the reports on results 

of the share issuances, and the registration of 

Silvinit’s termination upon the merger (for further 

information see 21 March 2011, 13 April 2011).

2 8  F E B R U A R Y  2 0 1 1
Acquisition of 20% ordinary shares of Silvinit
As part of the process of the proposed merger of 

Uralkali and Silvinit approved by shareholders 

of both companies on 4 February 2011, Uralkali 

completed the acquisition from Otkritie Securities 

Limited of 1,565,151 ordinary shares in Silvinit, 

representing approximately 20% of the ordinary 

share capital of Silvinit, for US$ 1.4 billion (for 

further information see 20 December 2010, 

7 February 2011, 4 April 2011).

2  M A R C H  2 0 1 1
FSFM clarifi cation on GDR programme
The Federal Service for Financial Markets of the 

Russian Federation (FSFM) issued a clarifi cation at 

its request about Uralkali’s GDR programme. The 

FSFM clarifi cation stated that new Uralkali shares, 

that will be issued upon conversion of ordinary and 

preferred shares of OJSC Silvinit in the merger of 

Silvinit into Uralkali, will be eligible for deposit into 

the GDR programme after registration of reports 

on results of new share issuances, which may take up 

to 3 weeks after completion of the merger.

2 1  M A R C H  2 0 1 1
Acquisition court decision regarding 
temporary injunction lift
The Perm Regional Arbitrazh Court lifted the 

injunction prohibiting Silvinit and its bodies from 

implementation of the decision on reorganisation 

of Silvinit in the form of the merger with Uralkali, 

approved by Silvinit shareholders. The court 

also rejected the injunction prohibiting the 

implementation of the merger agreement and the 

registration of termination of Silvinit through 

entries into the unifi ed state register of legal 

entities upon completion of the merger. (for 

further information see 28 February 2011, 13 April 

2011).

2 5  M A R C H  2 0 1 1
Report on the share redemption requests
The total number of Uralkali ordinary shares 

submitted for the redemption was 121,330. Uralkali 

will spend approximately 24.7 million RUR on the 

redemption. The number of Silvinit ordinary shares 

subject to the redemption under the shareholder 

requests totaled 430. The amount of funds allocated 

for the redemption of ordinary shares by Silvinit will 

be approximately 11.7 million RUR. In addition, 

Silvinit will spend approximately 36.8 million RUR 

on the redemption of its 3,491 preferred shares. As a 

result, Silvinit’s overall amount of funds allocated to 

the redemption will be approximately 48.5 million 

RUR.

4  A P R I L  2 0 1 1
Antitrust approval 
The Federal Antimonopoly Service of the 

Russian Federation (FAS) approved the proposed 

combination of Uralkali and Silvinit. As a 

prerequisite to the Service’s approval, FAS had 

issued to Uralkali a set of conditions, aimed at 

maintaining competition in the domestic market. 

Uralkali fulfi lled the entire scope of conditions 

determined by the FAS, thus enabling the FAS to 

approve the combination (for further information 

see 20 December 2010, 7 February 2011, 

28 February 2011). 

1 3  A P R I L  2 0 1 1 
Appeal court lifts injunction 
The 17th Arbitration Court of Appeal upheld the 

appeal of Uralkali and Silvinit on the injunction 

relating to the claim that sought to invalidate 

decisions approved by the Extraordinary General 

Shareholders Meeting of Silvinit, and the merger 

agreement entered into between Uralkali and Silvinit 

(for further information see 28 February 2011, 

21 March 2011).

1 9  A P R I L  2 0 1 1
Holdings in the Company
Madura Holding Limited sold 10% of the issued 

share capital of the Company to Perfecthold 

Limited, benefi cially owned by Mr. Alexander Nesis. 

In turn Perfect hold sold 3.5% of the issued share 

capital of the Company to Serpentia Investments 

Limited, benefi cially owned by Mr. Alexander 

Mamut. Perfect hold also sold about 2% of the issued 

share capital to a group of investors (for further 

information see 14 June 2010).

25 November 15 October 7 February 2 March 21 March21 February15 November 13 December 20 December

20 December

12 January

17 November 13 January 28 February 25 March

14 January 19 April

4 April

13 April

Additional Information:
 U R A L K A L I  A N D  S I L V I N I T :  P R O P O S E D 

C O M B I N A T I O N  ( P.  1 7 )

 S A L E S  R E V I E W  ( P. 3 2 )

 C O R P O R A T E  G O V E R N A N C E  ( P.  9 8 )

 I N F O R M A T I O N  F O R  S H A R E H O L D E R S 

A N D  I N V E S T O R S  ( P.  1 1 7 )

NBNB
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B A L T I C  B U L K  T E R M I N A L  ( B B T )

P R I C I N G  A N D  S A L E S

W A R E H O U S I N G

R A I L

G R O U P  D E S C R I P T I O N

BBT is a part of Uralkali group, a modern, 

highly automated shipping terminal built 

at the St. Petersburg seaport in 2004. It is a 

special facility dedicated to the shipment 

of mineral fertiliser, providing the shortest 

transportation route from the mines to the 

port. The terminal handled 5.1 million 

tonnes of fertiliser in 2010, of which 3.4 

million tonnes was from Uralkali. The rest 

was nitrogen-phosphorus fertilisers from 

Russian producers. The peak shipment 
capacity for BBT is 6.2 million tonnes. 
Uralkali’s planned increase in production 

will be supported by the current excess 

handling capacity at the terminal. 

As of 31 December 2010 Uralkali owned 

100% of BBT shares.

Uralkali owns over 4,600 railcars, 

one of the largest specialised fl eets 
in Russia. Rail shipment is a vital part 

of Uralkali’s operations, as Uralkali’s 

product is transported to BBT by rail. 

It ensures smooth deliveries and also 

provides a signifi cant competitive 
advantage for shipments to North 

China, a major consumer of potash 

fertiliser. Together with local producers, 

only Russian suppliers have access to this 

market.

Smooth product delivery requires 

adequate storage facilities. In addition 

to storage at BBT, which can house up 
to 240 thousand tonnes of product, 

Uralkali owns facilities in Berezniki, 
which have a combined capacity of up 
to 300 thousand tonnes. The facilities 

are divided into sections, each holding 

a different type of product. Warehouses 

are connected by a weatherproof 

conveyer system to the rail terminal. 

Uralkali owns interest in Belarusian 

Potash Company (BPC). With sales 

offices in seven countries BPC ships 

Uralkali and Belaruskali products 

to over 60 countries across the world. 

BPC is a world leader in potash 

fertiliser export sales, with market 

share of around 31%I. BPC helps 

Uralkali to achieve highly efficient 

sales operation. 

As of 31 December 2010 Uralkali owned 

50% of the BPC shares, Belaruskali – 

45%, Belarusian Railway – 5%.

The Company produces two main types of 

potash fertiliser: standard and granular.

The Company is developing the 

Durymansky and Bygelsk-Troitsky 

fi elds of the Verkhnekamskoye potash-

magnesium salts deposit. The total 

production capacity of the Company 
is 5.5 million tonnes KCl with plans of 
increase to 7 million tonnes in 2012.

The Company owns a licence to develop 

the Ust-Yayvinsky fi eld which has total 

resources of 1.3 billion tonnes of oreII. 

K E Y  A S S E T S

 2 potash mines

 4 processing plants that 

produce potash 

 Licence to develop the 

Ust-Yayvinsky fi eld of the 

Verkhnekamskoye deposit 

 50% interest in Belarusian 

Potash Company (BPC) – 

world leader in exports 

of potash fertilisers with 

more than 30%I  share of 

the export market

 100% interest in Uralkali 

Trading S.A. – a trading 

company which provides a 

channel for part of Uralkali 

export supplies

 100% interest in Baltic 

Bulk Terminal (BBT)

 A fl eet of more than 4,600 

railcars – specialised mineral 

ore wagons  

 Storage facilities in 

Berezniki and St. Petersburg 

to hold 540 thousand tonnes 

of fertiliser 

Uralkali is a vertically integrated company with control over the whole production 

chain, from potash ore mining through potash supply to end consumers 

P R O D U C T I O N

T H E  C O M P A N Y ’ S  A S S E T S  I N C L U D E :

Notes
I. BPC together with Uralkali Trading S.A.

II. JORC valuation report as of 1 January 2011

Note
I. BPC together with Uralkali Trading S.A.
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U R A L K A L I  S T R A T E G Y 
O V E R V I E W

B E I N G  O N E  O F  T H E  L E A D I N G  P O T A S H  C O M P A N I E S 

T H R O U G H  C L E A R  S T R A T E G Y ,  O P E R A T I O N A L 

E X С E L L E N C E  A N D  H I G N  P R O F I T A B I L I T Y

S T R A T E G Y  I N  A C T I O N

 Uralkali’s strategy is aimed at 

growth and increasing potash 

production effi ciency

 Strategy is based upon funda-

mental growth factors for potash 

markets such as growing popula-

tion and decreasing arable lands, 

which drive farmers to use ferti-

lisers in order to increase the ef-

fi ciency of agriculture

 To increase production capac-

ity of existing operations from 

5.5 million to 7 million tonnes in 

2012 through brownfi eld capac-

ity expansion at Berezniki-4 and 

other facilities

 To obtain approval of the 

project documentation in 2011 

to construct a new mine at 

 Ust-Yayva block

 To maintain and increase mar-

ket shares in the key distribution 

markets: China, Brazil, India 

and Southeast Asia

 To increase production ef-

fi ciency, Uralkali plans to keep 

pure potash focus and further 

optimise operating costs

Strong Potash 
Industry 

Fundamentals

Shareholder 
Value

Medium Term Demand 

CAGR (1995–2020) II

2.7 % 13
mln tonnes
Capacity

of the Combined 

Company in 2012

Leadership 
on Export Potash 

Market

Low Cost 
Operation 

Organic Growth + 
Combination with 

Silvinit

 BPCI (Uralkali, Belaruskali)
IPC, Agrifert S.A. (Silvinit)
Other

Uralkali Potash 
Cash COGS 2010

51
US$ per tonne

S T R A T E G I C  P R I O R I T I E S

11

31

58 %

Notes
I. BPC together with Uralkali Trading S.A.
II. Fertecon Q4 2010

Global export 
sales breakdown, 2010
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U R A L K A L I  A N D  S I L V I N I T :

P R O P O S E D 

C O M B I N A T I O N

P R O P O S E D  M E R G E R  E X P E C T E D  T O  B E  C O M P L E T E D  I N  T H E  S E C O N D  Q U A R T E R  2 0 1 1 

Note
I. Of the shareholders participated in the EGM on 4 February 2011

C O M B I N E D  C O M P A N Y

One of the major global Potash producers

Employer of choice in Perm Region 

Among top 10 major Russian companies

~20% Potash production 

more than 23 thousand employees

Listing at 3 stock exchanges: LSE, MICEX, RTS 

S I L V I N I T

V O T E S  I N  F A V O U R I

U R A L K A L I

V O T E S  I N  F A V O U R I Approved by Federal 
Antimonopoly Service 

of Russia

%91%99
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In December 2010, the Boards 

of Directors of Uralkali and Silvinit 

announced the proposed combination 

between two companies and 

recommended the shareholders to 

vote “for”. The proposed combination 

appeared to be a completely logical 

step as: both companies develop the 

same potash deposit; their assets have 

a natural strategic fi t; and the two 

businesses had previously operated as 

a single enterprise before 1983. The 

merger will create one of the world’s 

leading potash fertiliser producers in 

terms of production levels and capacity. 

The combined company will be able 

to strengthen its presence in the key 

export markets, including India, China, 

Brazil, and across Southeast Asia. In 

February 2011, the shareholders of 

both Uralkali and Silvinit approved 

the combination – in line with the 

recommendations of their two Boards. 

The combination will lead to signifi cant 

synergies, reducing selling, general 

and administrative expenses, and will 

give a unique opportunity to enhance 

shareholder value of the Company. 

The development of the combined 

Uralkali and Silvinit group will facilitate 

a single growth strategy through the 

effi cient implementation of production 

expansion projects. 

 Combination approved by 

shareholders of both companies on 

4 February 2011

 EGM results refl ect strong 

endorsement of the compelling 

rationale underlying the combination

 Votes in favour:

— Uralkali – 99%I

— Silvinit – 91%I

 Redemption requests minimal:

— Uralkali – US$ 0.87 million

 — Silvinit – US$ 1.71 million (ordinary  

and preferred shares)

 Funds secured through bonds 

placement and loan facility

 — Placement of debut exchange 

traded bonds – 30 billion RUR (three 

year maturity)

 — Loan facility – 12 billion RUR (two 

year maturity)

 Improvement in loan portfolio 

through lengthening average maturity

 Cross-currency interest rate swap 

associated with both instruments

Shareholder  Approval Financing

Note

I. Percentage of the shareholders voted in favour of the statutory merger from those participated in the EGM on 4 February 2011 

Uralkali shareholders also voted in favour of the acquisition of the 20% stake and the associated fi nancing

20 December 2010
Uralkali announced Proposed 

Combination; Uralkali and Silvinit 

Board announced recommendation 

to vote in favour

4 February 2011
EGMs approved:

Uralkali EGM:

• Proposed Acquisition

•  Proposed Merger

~99%I

Silvinit EGM:

•  Proposed Merger

~91%I

20 December 2010
Record date for shareholders 

of Uralkali and Silvinit for 

participation in EGM

P R O P O S E D  C O M B I N A T I O N :  

A C Q U I S I T I O N  O F  2 0 % 

S T A K E  C O M P L E T E D 

O N  2 8  F E B R U A R Y  2 0 1 1

1 . 2 .
S I G N I F I C A N T  P R O G R E S S  H A S  B E E N  

D E C E M B E R  2 0 1 0 J A N U A R Y F E B R U A R Y

C O M P L E T E DC O M P L E T E D
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 20% acquisition of Silvinit shares 

by Uralkali from Otkritie Securities 

Limited, completed on 28 February 

2011

 Brazil, Ukraine: unconditional 

approval received

 Federal Antimonopoly Service 

of Russia: approved

 Other anti-trust applications have 

been fi led

 Workstreams ongoing associated 

with reapplication for admission 

of GDRs to the Оffi cial List of the 

UKLA, including submission of a 

prospectus 

 Admission to occur 

simultaneously with 

the combination completion

20% Acquisition FAS and Other  Antitrust 
Approvals

UKLA Re-listing 
Requirements

Anticipated completion of Proposed Combination:

• Silvinit subsumed by Uralkali; Uralkali shares distributed to Silvinit 

shareholders

• Registration of the Proposed Merger by the Russian state authorities

28 February 2011
Completion of the acquisition of 

20% stake in Silvinit by Uralkali

1 April 2011
FAS of Russia approved the 

proposed combination of Uralkali 

and Silvinit

 S T R U C T U R E  A N D  C A L E N D A R

P R O P O S E D  M E R G E R  R E M A I N S  O N -T R A C K , 

E X P E C T E D  T O  B E  C O M P L E T E D 

I N  T H E  S E C O N D  Q U A R T E R  2 0 1 1

3 . 4 . 5 .
M A D E  S I N C E  A N N O U N C E M E N T  O F  T H E  T R A N S A C T I O N

A P R I L M A Y – J U N EM A R C H

O N G O I N G  /  P A R T I A L L Y 
C O M P L E T E D

O N G O I N GC O M P L E T E D
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Berezniki

Solikamsk

Polovodovsky 
block

Ust-Yayvinsky
Block

P E R M  

T E R R I T O R Y

Moscow

km

Railways 53 km

Source: 
Uralkali, Silvinit, Bloomberg, broker reports, Fertecon

Note
I. JORC valuation report as of 1 January 2011

C O M P L E M E N T A R Y  S C A L E  A N D 
U N I Q U E  A S S E T  A L I G N M E N T

C O M B I N A T I O N  R E U N I T E S  T W O 

C O M P A N I E S  T H A T  O P E R A T E D  A S  O N E 

B U S I N E S S  U N T I L  1 9 8 3

Railways Processing 
plants

Potash 
mines

Greenfi eld 
licences

S I L V I N I TU R A L K A L I

  Total resource base – 

3,444.8 million tonnes of oreI

  Resources at Ust-Yayvinsky block – 

1,290.6 million tonnes of oreI

  Total resource base – 

5,301.8 million tonnes of oreI

  Resources of Polovodovsky block – 

3,073.5 million tonnes of oreI

R E S O U R C E S

  Potash production capacity: 

5.5 million tonnes p.a. of KCl as of 2010

  Brownfi eld capacity potential: 

1.5 million tonnes of KCl

  Signifi cant greenfi eld capacity 

expansion potential expected from 

Ust-Yayvinsky

  2010 production: 5.1 million tonnes 

of KCl

  Potash production capacity: 

5.1 million tonnes p.a. of KCl as of 2010

  Brownfi eld capacity potential: 

0.9 million tonnes of KCl

  Signifi cant greenfi eld capacity 

expansion potential expected from 

Polovodovsky

  2010 production: 5.1 million tonnes 

of KCl

P R O D U C T I O N

  Part of BPC, a marketing joint venture 

organisation with Belaruskali

  Domestic sales volumes sold via in-house 

trading arm

  Exports account for 87% of total sales

  Owns a 6.2 million tonnes p.a. bulk 

terminal in St. Petersburg

  Own railcar fl eet

  IPC and Agrifert S.A. are the 

principal trading agents of Silvinit in 

export markets

  Domestic sales volumes sold via 

in-house trading arm

  Exports account for 79% of total sales

  Own railcar fl eet

S A L E S

  Standard grade MOP

  Granular grade MOP

  Standard grade MOP

  Granular grade MOP

  Carnallite

P R O D U C T S
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S I L V I N I T  A T  A  G L A N C E

Notes
I. Sales done primarily on FCA basis

II. Net Revenue is calculated as sales net of freight, railway tariff and transhipment costs

III. EBITDA margin calculated as % of Net Revenue

IV. Restated

Note
I. JORC valuation report as of 1 January 2011

O V E R V I E W  O F  S I L V I N I T

  Producing assets are located at 

Verkhnekamskoe deposit: three 

producing mines with a total resource 

base exceeding 2,228.3 million tonnes 

of oreI, the total resource base of the 

Company amounting to 5,301.8 million 

tonnes of oreI

  Brownfi eld capacity expansion from 

5.1 million tonnes to 5.6 million tonnes 

of KCl planned for 2011 

and further expansion to 6 million 

tonnes starting in 2012

  Substantial leverage to greenfi eld 

development through additional 

production growth potential at 

Polovodovsky block acquired in 2008:

1) Resources of the block have been 

estimated at 3,073.5 million tonnes 

of oreI; the largest Russian greenfi eld 

property

2) Located next to Silvinit’s producing 

properties, facilitating considerable 

operational effi ciencies in mine 

development and transport logistics

  Low costs of production due to 

inexpensive labour and energy costs

  Export market share – 11% achieved 

from IPC and Agrifert S.A.

  Listed on RTS and MICEX since 1996 

and 2008 respectively

  In addition to potash, Silvinit 

produces carnallite

Source: 
Silvinit

Domestic vs. Export Sales Breakdown 
(by volume, 2010)

Export Sales Structure
(by volume, 2010)

21% Domestic

79% Export

27% SEA and Asia

25% China

20% India

28% Other

Export total 
(mln tonnes)

3.9

Total sales
(mln tonnes)

4.9

F I N A N C I A L  S N A P S H O T S A L E S  S T R U C T U R E  2 0 1 0

2008IV 2009 2010

R E V E N U E S , mln RURI 55,402 33,994 39,025

N E T  R E V E N U E S , mln RURII 50,494 32,083 34,925

E B I T D A , mln RUR 37,231 21,307 18,335

   E B I T D A  M A R G I N III 74% 66% 53%

N E T  P R O F I T , mln RUR 17,683 10,518 11,532

   N E T  P R O F I T  M A R G I N 32% 31% 30%

N E T  D E B T/( C A S H ) , mln RUR 47,652 44,529 39,257

100%

100%
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Highly 
Attractive 

Potash Market 
Dynamics 

Compelling 
Strategic 

Fit 

Unique 
Opportunity 

to Unlock 
Value 

Creation 
of a Global 

Leader  in the 
Potash Sector

 Industry fundamentals are 
highly attractive with excellent 
demand growth prospects

 Limited access to 
resources, few high quality  
potash ore deposits

 Low stock levels 
and rising demand 
should support 
prices in the 
medium term

O N E  O F  T H E  L E A D I N G  G L O B A L 
P O T A S H  P R O D U C E R S

 Cost-advantaged producer

 Global sales reach – c. 83% of 
combined sales in 2010 are made 

to export markets (including 
Brazil, India, China, SEA)

 The Combined 
Company will become 

one of the leaders 
among Russian 

mining companies

 Blue-chip stock

S I G N I F I C A N T 
S Y N E R G Y 

P O T E N T I A L  O F 
U S $  1 0 0  M L N  P.  A . 

A C H I E V E D 
S T A R T I N G  2 0 1 3 :

 Operational 
(c. US$ 55 million p.a.)

 SG&A (c. US$ 25 million p.a.)

 Transportation (c. US$ 20 million p.a.)

 Joint development of brownfi eld 
and greenfi eld capacity

U N I Q U E 
A S S E T 
F I T:

 Historically 
operated as one 
company until 1983

 Mining and 
processing operations 
in close proximity, 
facilitating sizeable 
operational effi ciencies

 Attractive portfolio of 
development opportunities to 
sustain organic long-term growth

C O M B I N E D  C O M P A N Y  W I L L  B E  P O S I T I O N E D  A S  O N E 

O F  T H E  G L O B A L  L E A D E R S ;  C O M P E L L I N G  F I T  W I L L 

I M M E D I A T E L Y  E N H A N C E  S H A R E H O L D E R  V A L U E

D R I V I N G  N E A R  T E R M 
V A L U E  C R E A T I O N  T H R O U G H 

A  C O M P E L L I N G  C O M B I N A T I O N
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C L E A R  S T R A T E G I C  R O A D  M A P  T O  P O S I T I O N  T H E  C O M B I N E D 

C O M P A N Y  A S  O N E  O F  T H E  W O R L D ’ S  L E A D I N G  P O T A S H 

C O M P A N I E S  T O  D R I V E  L O N G E R  T E R M  V A L U E  C R E A T I O N

C L E A R  L O N G E R  T E R M 
S T R A T E G Y  T O  D E L I V E R 

F U T U R E  G R O W T H

C R E A T I O N  O F  O N E  O F  T H E  W O R L D ’ S  L E A D I N G  P O T A S H 

C O M P A N I E S  T H R O U G H  L E V E R A G I N G  T H E  O P E R A T I O N A L  A N D 

F I N A N C I A L  S T R E N G T H  O F  T H E  C O M B I N E D  C O M P A N Y

Drive Organic Growth
Driving organic growth through 

a value accretive investment pro-

gramme, to include exploitation of 

brownfi eld projects and greenfi eld 

development opportunities

Enhance Operating 
Effi ciency

Pursuing improvements in op-

erational effi ciency to maintain 

and enhance the Combined 

Group’s competitive cost posi-

tion and profi tability

Optimisation of Sales 
and Marketing 

Activities
Determining optimum sales and 

marketing channels

Realise Synergies
Realising the considerable syner-

gy potential that exists through 

the Proposed Combination in an 

expedited timeframe to increase 

shareholder value

Employer of Choice
Delivering value whilst operating 

in a socially responsible manner 

and positioning the Combined 

Group as the employer of choice in 

the Russian mining industryFocus on Corporate 
Governance

Continued commitment to ongo-

ing enhancements in Uralkali’s 

leading corporate governance 

standards

Longer 
term value 

creation
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For more information: 

www.urkasilv-merger.com/eng

F O R  I N V E S T O R  I N Q U I R I E S 

Tel.: +7 (495) 730-23-71 

Fax.: +7 (495) 730-23-93 

ir@msc.uralkali.com 

Anna Batarina 

Vice-president for investor relations 

Daria Fadeeva 

Investor relations manager

F O R  M E D I A  I N Q U I R I E S 

Tel.: +7 (495) 730-23-71 

Fax.: +7 (495) 730-23-93 

pr@msc.uralkali.com 

Alexey Sotskov 

Head of Public Relations

Vladimir Ravinsky
Head of Media Relations Unit
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W H A T  I S  P O T A S H ?

Potash (K)
• A natural compound residing in soil

• Responsible for the quality of the crop, 

resistance to drought and diseases

• There is no natural or man-made 

substitute for potash  

Nitrogen (N)
• Responsible for protein formation 

in plants

• Responsible for growth and yield

Phosphorus (P)
• Plays an important part in plant 

root development

• Responsible for photosynthesis

9 5%  O F  G L O B A L L Y  P R O D U C E D  P O T A S H  I S  A P P L I E D 

A S  A  F E R T I L I S E R  T O  H E L P  F E E D  T H E  W O R L D ’ S 

G R O W I N G  P O P U L A T I O N

P R I M A R Y  N U T R I E N T S

Nitrogen, phosphate and potash each play their 

role but only together  they ensure balanced 

nourishment and cannot replace each other

N + P + K

Source: Scotia Capital Report, January 2011

23%
Other

6%
Wheat

13%
Rice

8%
Soybeans

22%
Fruits and 
vegetables

14%
Corn 

5%
Palm oil

9%
Sugar crops

Improves 

resistance 
to crop diseases

Maintains 
cell 

resilience

R E D U C E S  T H E  D E V E L O P M E N T  O F  W E A K  S T O C K S  D I S E A S E S

Reduces 
water loss

Reduces 
wilting

Improves 
drought 

resistance

Builds 
cellulose

Increases 
proteins 

available to 
plants

Assists in 
photosynthesis

K

B E N E F I T S  O F  P O T A S HP O T A S H  U S E  B Y  C R O P

roves 

tance
diseases

tains
ell 
ience

U C E S  T H E  D E V E L O P M E N T  O F  W E A K  S T O C K S  D I

uces 
r loss

Re
wi

Imp
dro

resi

ilds
ulose

Inc
pro

avai
p

Ass
photo

25Ta ble of  C o nte nt s



0.6

0.5

0.4

0.3

0.2

0.1

0.0

Arable Land per Capita is Shrinking Fast (Arable hectares per Capita)

1950 1960 1970 1980 1990 2000 2010 2020E 2030E 2040E 2050E

Q1 2007 Q4 2007 Q3 2008 Q2 2009 Q1 2010 Q4 2010 Q3 2011 Q2 2012

–8

–12

–4

0

4

8

12

The Recovery is to Continue (GDP growth, % qoq)

Emerging and 
developing economies

World

Advanced economies

34.7%

RUSSIA

46.3%

CANADA

1.58%
GE R M A N Y

7.9%
BE L A RUS

0.42%
I S R A E L

0.26%
U K R A I N E

0.42%
JOR DA N

0.21%
S PA I N

0.23%
U K

1.37%
US A

0.74%
C H I L E

3.2%
BR A Z I L

2.2%
C H I N A

G R O W I N G  D E M A N D  A N D  H I G H  S U P P L Y  V I S I B I L I T Y          M A K E  P O T A S H  A  U N I Q U E  I N D U S T R Y

G R O W I N G  D E M A N D

Mineral Scarcity

V I S I B L E  S U P P L Y

Declining Arable Land per Person Increasing Population

Biofuels and Scientifi c 
Recommendations PotentialIncome Growth in Developing Countries 

Relatively Few Top Players High CAPEX Requirements and Long Lead Times

Improved Supply 
Management

Limited Number of Players able to Bring 
Additional Capacity

Higher Demand for Food Changing Diets New Source of Demand for Crops

Source: Scotia Capital, United Nations

Changes in World Population by 2050 (mln people)
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Source: Companies information, Fertecon Q4 2010

Chinese 
producers

11.3

10.4

10.6

9.2

7.5

7.8

4.1

2.2

1.3

2.1

1.0

Potash Production Capacity, 2010 (Mln tonnes of KCl Equivalent)

Source: Fertecon Q4 2010, Uralkali, Potash Corp, IFA

Notes 
I. Including fertiliser consumption

II. 1 tonne KCl (product) =1.61 tonne K
2
O (nutrient)

Potash Industry Overview

Market sizeI 

(2011E)
33.6 mln tonnes K

2
OII

(54.2 mln tonnes KCl)

Geographic availability Very limited

Industry members Several leading players

Long-term pricing stability High

Profi tability High

Barriers to entry High

Cost of greenfi eld capacity US$ 4.1 bln for 2 mln tonnes (KCl)

Greenfi eld development time min 7 years

Source: IMF, 25 January 2011

Source: USGS, 25 January 2011

Source: 

Fertecon Q4 2010

China India Brazil

0

PotentialI2010 

Actual vs. PotentialI Potash Consumption (KCl, mln tonnes)
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30   

Source:  Fertecon, IPNI

Note
I. Scientifi cally recommended baset on 2:1:1 (N:P:K) ratio
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Potash market has seen fi rming recovery trend over the last twelve months. After the fi nancial crisis of 2009, 

when global fertiliser demand collapsed dramatically and forced producers, especially in the potash sector, to 

institute unprecedented curtailments in output, in 2010 most producers returned to the pre-crisis production 

levels. Many markets recovered fast, led by economic growth, strong commodity prices and the need to replenish 

depleted stocks. In the 2nd half of 2010 these trends became especially noticeable, with considerably more 

purchasing from the major potash consumers which in turn led to fi rmer potash pricing. As a result 2010 was a 

successful year for the international potash industry.

Several important developments took place during 2010, which point out to a stronger consolidation trend 

in the potash industry. Apart from the unsuccessful bid by BHP to acquire the largest industry manufacturer 

Potash Corp, another key development came at the very end of 2010, with the announcement that Russia’s two 

leading potash producers – OJSC Uralkali and OJSC Silvinit – were to merge to form a single company, resulting 

in one of the leading manufacturers in the global potash market.

M A J O R  H I G H L I G H T S  F O R  P O T A S H  M A R K E T  I N  2 0 10

P O T A S H  M A R K E T

• Potash demand was still relatively weak at the

beginning of 2010 after 2009 but showed some signs 

of recovery, with BPC concluding a contract with 

China thus traditionally establishing the “f loor” 

price for the export contracts.

• India continued to be the most active market in 

2010 for potash purchasing. Contracts for imports 

in FY April 2010 – March 2011 totaled almost 5.3 

million tonnes with additional options for about 400 

thousand tonnes.

• In Europe, the major driving force for price changes 

during 2010 was the depreciation of Euro vs US$.

• Demand in South East Asian markets was supportive 

to the overall recovery of the potash market in 2010, 

especially in Indonesia and Malaysia.
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• Strong demand on potassium chloride prompted 

additional price increases in November. BPC lifted 

potash prices by US$ 25/tonnes to US$ 440–450/

tonnes CFR in Brazil and by US$ 25/tonnes to 

US$ 430/tonnes CFR in Asia. Due to previous 

volume commitments which were fully executed in 

Q4, the positive effect of new prices is estimated to 

be refl ected in the fi nancial results of 2011.

• Price increases in the North American market 

which took place in the autumn of 2010 helped 

Uralkali to achieve a better than average price for 

its products in other markets.

• Q4 demand was exceptionally strong due to 

shrinking global harvest projections, an upward 

spike in prices for key crops and fertiliser products. 

Dealers were aggressively replenishing stocks due to 

customer pre-buying and a fi rm global outlook.

• Consolidation remained one of the key driving 

forces in the industry in 2010–2011: 

1) Uralkali and Silvinit announced their much 

anticipated merger.

2) K+S reached an agreement to purchase Potash 

One.

3) BHP Billiton unsuccessfully pursued a bid for 

Potash Corp which later failed.

Potash Deliveries 1995–2020
KCI mln tonnes
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Source: IFA, BPC estimates

Supplier's Market Shares in Global Export, 2010

3% SQM

11% IPC/Agrifert S.A.

31% BPCI

30% ICL/K+S/APC

25% Canpotex/Potash Corp

T he long- ter m f u nd a ment a l s  for globa l 
consumption of potash fertilisers remain 
extremely strong:
• Demand for potash is expected to improve steadily 

in the next decade and to be supported by stronger 

fundamentals of the potash industry, increasing 

world population and changing diets.

• Growth in crop consumption will result not only 

from more food and feed required for growing 

number of people but from more grains and oilseeds 

used for biofuel production.

• Increasing grain consumption and biofuel

production will require more grains to be produced 

given the limited number of arable land and thus

leading to increasing yields via more balanced

fertiliser application.

• We believe this should lead to active potash

purchasing activity in 2011–2012.

World Biofuel Production

Ethanol Biodiesel
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Source: FAPRI

Note
I. BPC together with Uralkali Trading S.A.
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U R A L K A L I  S A L E S 
S T R U C T U R E

More than 70% of Uralkali sales in 2010 were in BRIC and SEA markets 

which account for major part of the world potash fertiliser consumption

 China has managed 

to feed over 20% of the 

world’s population using 

only 9% of the world’s 

arable land 

 Since 1990 Chinese 

grain production has 

been roughly stable but 

the use of fertiliser — 

which is heavily 

subsidised – has risen by 

about 40%

 Meat consumption in 

China more than doubled 

in 1980–2005, to 50 kg a 

year per person

 Agriculture is the most 

important economic 

activity in China, 

providing an economic 

livelihood to almost two-

thirds of its population of 

1.33 billion
 China is virtually 

self-suffi  cient in nitrogen 

and phosphates but not in 

potash
 In China, arable land 

per capita has shrunk to 

700 m2, from 1700 m2 in 

1950

S O U T H E A S T 
A S I A  ( S E A )

 In Japan, South 

Korea, and Taiwan, 

farmers cultivate less 

than 200 m2 of  land per 

person
 People in Asia 

consume over 350% more 

meat (at 28 kg per capita 

per year) than they did 

almost 50 years ago

E U R O P E

 In 2010 Europe was 

among the regions with 

the largest changes in 

potash consumption 

+ 1.5 million tonnes 

compared to 2009

C H I N A

K
23%

1%

14%

5% R U S S I A

 The Russian wheat 

crisis of  2010 was due to 

a drought (the worst in 

a century) and wildfi res 

that led the government 

to place a ban on wheat 

exports through mid-

2011 – driving wheat spot 

cash prices to multiyear 

highs
 The worst in a century 

drought with a two-month 

heat wave, at temperatures 

exceeding 40°C, slashed 

wheat production there to 

~60 million tonnes from 

~90 million tonnes

U S A

 In the United States 

and Canada, meat 

consumption is about 

125 kg per capita per year, 

up from 92 kg in 1963

I N D I A

 India’s population of 

1.1 billion is projected to add 

+150 million people over 

the next decade, with the 

majority from a middle-class 

demographic
 Despite having 17% of the 

world’s population, India 

accounts for only 11% of 

global arable land
 India’s government has set 

an agricultural sector growth 

target of 4% per year until at 

least 2012, a level last reached 

in Q1 2008
 Food infl ation is a serious 

concern in India, with food 

prices up 15% over the past 

year

B R A Z I L

 Brazil accounts for 75% 

of all potash consumed 

in Central and South 

America

 Unlike other countries, 

Brazil uses modern 

agronomic practices, and 

therefore prefers granular 

potash rather than the 

standard potash used in 

other countries O T H E R
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• BRIC and SEA countries account for c. 60% of 

world potash fertiliser consumption and have higher 

than industry average rates of growth in demand.

• Uralkali deliveries to the BRIC and SEA markets 

accounted for more than 70% of the Company’s sales 

in 2010.

• Uralkali has leading positions in BRIC markets 

selling through the BPC and Uralkali Trading S.A.

Uralkali’s sales strategy is based on striking the 

right balance between spot and long-term contract 

sales. Spot prices are set based on the current market 

situation, whereas long-term contracts set prices for 

an extended period, taking long-term trends into 

consideration. The major markets for Uralkali, where 

long-term contracts are used, are India and China 

(sea shipments). The spot to long-term contract split 

in export sales was 40% to 60% respectively in 2010.

Maintaining a balance between spot and long-
term sales allows the Company to be fl exible and 
to respond to changes in the market quickly. This 
strategy has been proven over time and Uralkali 
intends to continue following it in the future.

Historically exports account for the majority of 

the Company’s output. Its key markets are: Brazil, 

India, China, Southeast Asia, Russia, the US and 

Europe. Those are countries with high growth rates 

both in population and income, which drive demand 

for potash fertiliser.

E X P O R T  S A L E S

S A L E S  R E V I E W

D O M E S T I C  S A L E S

Together with the sharp increase in potash demand 

in its major overseas markets in 2010, the volume of 

Uralkali’s domestic deliveries also continued to grow 

and amounted to 682 thousand tonnes. The main 

consumers of the Company’s products in the Russian 

market have been complex fertiliser producers. 

Uralkali maintained low prices for potash 

for Russian farmers taking into consideration 

adverse weather conditions, caused by anomalously 

high temperatures, and also in line with the 

recommendations of the Russian government.

At the beginning of 2010 the ceiling price for 

potash sold directly to Russian farmers was set at 

4,550 RUR per tonne. However, in March 2010 in 

order to support Russian agricultural sector during 

the spring sowing season Uralkali decided to cut the 

price for potash for Russian farmers from 4,550 RUR 

to 4,250 RUR per tonne (in bulk, FCA, exclusive of 

VAT) until the end of the first half of 2010. Later 

the Company decided to maintain this price for the 

Russian farming sector for the second half of 2010. 

About 29 thousand tonnes of potash was supplied to 

the Russian farmers in 2010.

Russian farmers were not the only consumers 

in the domestic market which Uralkali helped to 

overcome the consequences of the global fi nancial 

crisis. The Company also set discounted prices for 

Russian complex fertiliser producers.

Hence, to ensure uninterrupted operations of 

the complex fertiliser producers, Uralkali devised 

a temporary anti-crisis measure which involved 

fl exible potash pricing in Q1 of 2010. The temporary 

measures set the price for potassium chloride as the 

cost price for potassium chloride excluding part of 

expenses, but not less than 3,955 RUR per tonne (in 

bulk, FCA, exclusive of VAT) and not higher than 

4,700 RUR per tonne (in bulk, FCA, exclusive of 

VAT).

In March 2010 based on recommendations from 

Russia’s Ministry of Industry and Trade and the 
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Federal Antimonopoly Service (FAS) Uralkali set 

the price for potash at 4,300 RUR per tonne (in 

bulk, FCA, exclusive of VAT) for complex fertiliser 

producers, effective till 31 December 2010. Over 

590 thousand tonnes of potash was shipped to 

the complex fertiliser producers at this price. As a 

result of these measures the demand for complex 

fertilisers improved faster than that for potash, and 

the domestic complex fertiliser producers returned 

to full capacity operation in 2010.

The prices for Russian agricultural producers and 

complex fertiliser producers were signifi cantly lower 

than the global potash prices throughout the year. 

The Company intends to continue supporting the 

Russian agricultural and industrial sector.

Another traditional group of Uralkali’s customers 

are companies in the oil, chemical and atomic 
industries, who use potash in their specialist 
technologies. Sales to these clients reached some 67 

thousand tonnes in 2010. In setting prices for these 

customers, Uralkali used the formula set out in the 

agreement signed with the Russian Antimonopoly 

Service (FAS) in 2008. The formula is based on the 

average weighted export price in the lowest-priced 

market, excluding transport costs, and is used to 

count the price for domestic industrial consumers.

In 2010 some 40 thousand tonnes of potash was 

sold through Moscow Stock Exchange at the price 

of 6,260 RUR per tonne (in bulk, FCA, exclusive of 

VAT).

In November 2010 the Russian Antimonopoly 
S e r v i c e  ( FA S )  i s s u e d  “ R u l e s  fo r  N o n -
discriminatory Access to Purchasing MOP” 

which prescribe potash producers who supply 

Russian complex fertiliser producers to set the price 

according to the average weighted export price in 

the lowest-priced market, excluding transport costs, 

(minimum export price).

In accordance with rules set by FAS, Uralkali 

concluded agreements on potash deliveries with 

the complex mineral fertiliser producers. The 3-year 

contracts were signed with JSC Acron, Phosagro and 

Eurochem.

Potash supply long-term contracts with the 

complex fertiliser producers for the period of 

2011–2013; these contracts were concluded with 

the agreement to include price adjustment equal 

to US$ 27. Thus, the price for these customers with 

the additional discount will be about 5,700 RUR per 

tonne (FCA, in bulk, VAT excluding) in the Q1 of 

2011. 

Moreover, to support potash fertilisers supplies to 

the domestic market, the contracts specify discounts 

to be given to the complex fertiliser producers to 

the potash volumes intended for the production 

of complex fertilisers for the domestic market. 

This arrangement is expected to encourage potash 

consumption in the form of complex fertilisers in 

the domestic market, improve soil fertility and 

increase output volumes of high-quality agricultural 

products.

86% NPK fertilizer

producers

10% Other industrial

clients 

4% Farmers

Domestic Potash Sales in 2010
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In 2010 Uralkali operated two potash mines 

and four processing plants that produce potash. 

Production capacity in 2010 was 5.5 million tonnes 

of KCl . The Company’s total output for the year 

was around 5.1 million tonnes, making capacity 

utilisation rate 92%.

B E R E Z N I K I - 4

The Compa ny cont inued to upg r ade it s 

production facilities as part of the programme 

started several years ago and also implemented 

its capacity expansion project aimed at increasing 

annual production capacity up to 7 million tonnes 

by 2012.

The total cost of modernising Berezniki-4 in 2010 

was more than 4 billion RUR. The new production 

line was built at the enrichment plant and is now 

in the process of being commissioned. After it is 

fi nished in 2011, the Company plans to modernise 

its existing production line. In 2010 the skip hoist 

in the fi rst shaft was replaced; in 2011 the Company 

started to replace skip hoists in the second shaft.

The Company has now fi nished the construction 

and installation of energy turbines. Their technical 

connection to the external grid is scheduled for 

2011.

B E R E Z N I K I - 3

As part of the capacity expansion programme 

of the granulation section at Berezniki-3, the fi rst 

upgraded technological line was launched in 2010. 

The Company also started the modernisation of the 

heating section which is scheduled for completion 

in 2011 and will increase Uralkali’s capacity for 

granular potash production from 1.3 million to 

1.7 million tonnes. In 2010 Uralkali’s investment in 

this project slightly exceeded 0.5 billion RUR.

B E R E Z N I K I - 2

In addition to the projects mentioned above, 

in 2010 Uralkali replaced the skip hoist in the fi rst 

shaft and fi nished its reconstruction. In 2011 upon 

completion of the skip hoist installation, its annual 

lifting capacity will reach 11.4 million tonnes of ore. 

The Company spent 0.4 billion RUR on this project 

in 2010.

O P E R A T I O N S  R E V I E W

P R O D U C T I O N  I N  2 0 1 0
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White Potash (MOP) Pink Potash (MOP) Granular Potash

M I N I N G C R U S H I N G

In the crushing section 

of the fl otation plant rod 

mills and screens break 

ore into smaller particles 

of the size required for 

further enrichment.

Ore extraction takes 

place underground 

at an approximate 

depth of 400 metres. 

Specialised mining 

combines drill for 

potash underground, 

then the extracted ore 

is moved by conveyor 

belts to the shafts and 

lifted to the surface.

The fl otation method 

has been used since the 

1960s to produce potash 

fertilisers for agriculture 

which contain up to 95% 

of the useful component. 

The method is based on 

the varying fl oatability of 

sylvite and halite minerals 

in the saturated aqueous 

solution of potassium 

chloride and sodium 

chloride in the presence 

of reagents. Partly purifi ed 

potash ore is placed in the 

fl otation machine, bubbles 

stick to potassium chloride 

particles and push them 

to the mixture surface for 

subsequent separation. 

The humidity of pink MOP 

after drying is only 0.1%.

The halurgic method 

has been used since the 

potash industry started 

in the second half of 

the 19th century. The 

method is based on the 

varying joint solubility of 

potassium chloride (KCl) 

and sodium chloride 

(NaCl) in water at 

different temperatures. 

KCl crystallises out of 

saturated solution when 

it cools down. 

C H E M I C A L  E N R I C H M E N T 
( H A L U R G I C  M E T H O D )

F L O T A T I O N

C O M P A C T I N G

Chemical Enrichment (Halurgic method). 
White MOP is produced at Uralkali’s enrichment 

plants through the halurgic method. Potash 

fertilisers containing 95% and 98% of MOP 

and chemically pure 99.8% MOP (where the 

humidity of the end product after drying is 

only 0.2% of its weight) are produced using the 

halurgic method.

Flotation method. Pink MOP is produced 

at Uralkali’s enrichment plants through the 

fl otation method. 

Granulation. The process of making granular 

potash is identical to that for Pink MOP, up to 

the end of the fi nal drying phase. Following this 

phase, dried potash powder is compressed into 

fl akes (at 200–220 atm), then, fl akes are crushed 

and granules of the correct size are selected. 

These granules are treated to remove sharp 

edges and cracks and are hardened in furnaces 

to increase their strength. Granules are prepared 

for long transportation in the oil treatment 

blender. Uralkali also owns a technology of 

granular production from white MOP.

P R O D U C T I O N  C H A I N

S T A N D A R D
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Uralkali is currently making signifi cant investment 

in capacity expansion. In 2012, once these projects 

have been completed, Uralkali will increase its 

production capacity by 27% – from 5.5 million 

tonnes to 7 million tonnes of KCl. Besides these 

current projects, there is a considerable potential 

for additional capacity expansion over the medium 

term. Currently, Uralkali develops a project of new 

mine construction. The new mine might provide 

signifi cant capacity increase. 

B E R E Z N I K I - 4  C A PA C I T Y 
E X PA N S I O N  I N V E S T M E N T 
P R O G R A M M E

The programme of investment will increase 

production capacity at Berezniki-4 from 1.3 million 

tonnes to 3 million tonnes of KCl. Additional capacity 

of 200 thousand tonnes was achieved in 2009 through 

the installation of a new dissolution unit. In 2012 the 

launch of the new production line will increase the 

plant’s capacity by a further 1.5 million tonnes of 

potash.

Total cost of the project – 20 bln RUR
Invested to date – 14 bln RUR

E X PA N S I O N  O F  G R A N U L A R 
C A PA C I T Y

Uralkali’s current capacity for granular potash 

production is 1.32 million tonnes. 

It is planned that this will increase to 1.7 million 

tonnes by the end of 2011.

Total cost of the project – 1.5 bln RUR
Invested to date – 1 bln RUR

U S T-Y A Y V I N S K Y  F I E L D

The Company owns a licence to develop the 

Ust-Yayvinsky field which has total resources of 

1,290.6 million tonnes of oreI. Uralkali is currently 

considering different ways to develop this project. 

The Company intends to conduct an analysis of 

the potash market to develop an optimal strategic 

approach to the new mine construction. The analysis 

will be conducted following the completion of the 

merger of Silvinit and Uralkali.

Note
I. JORC valuation report as of 1 January 2011

C A P A C I T Y  E X P A N S I O N  P L A N S 

Additional Information:
•  F I N A N C I A L  M A N A G E M E N T  D I S C U S S I O N 

A N D  A N A L Y S I S  ( P.  3 9 )
NBNB
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1 .  G R O S S  S A L E S

In 2010, there was a recovery in world demand for 

potash. As a result, the company’s sales volumes in 

2010 were 103% above 2009 levels although the prices 

for potash fertilisers continued to decrease. The 

average export price (in US$) for Uralkali products 

was 28.9% lower in 2010 than in 2009.

The growing demand resulted in an increase 

in 2010 revenues to 51.6 billion RUR (US$ 1,699 

million), up 53% on the previous year. 

Non-potash sales, at 1.5 billion RUR (US$ 51 

million), accounted for 3% of gross revenues. This 

figure includes non-core products and services, 

primarily sodium chloride (NaCl) solution and 

carnallite processing services, which made up 1.7% 

of total sales. It also includes transhipping services 

provided by the Baltic Bulk Terminal to complex 

fertiliser producers (1.3% of total sales).

2 .  T R A N S P O R T A T I O N

Almost 79% of export sales in 2010 were shipped 

by sea through the company’s fully-owned terminal 

at the St. Petersburg seaport. Distribution costs for 

sea export include the railway tariff from Berezniki 

to St. Petersburg, transhipment and freight costs 

(except for deliveries on an FOB basis). 

About 17% of export sales were transported to 

China by rail. The remaining 4% comprise other 

shipments, including deliveries by rail to customers 

in Europe and the CIS. Distribution costs for these 

deliveries include railway tariff costs to China, 

Europe and the CIS respectively.

2 . 1  F R E I G H T

Average freight rates expressed in US$ were 5% 

higher than in 2009, at US$ 58 per tonne of product 

shipped by sea on a CFR basis.

In 2010 the depreciation of the US$ against the 

rouble resulted in a 2% increase in average freight 

rates to 1,768 RUR per tonne of product shipped by 

sea on a CFR basis. 

Uralkali’s policy is to hedge sea shipping costs using 

long-term freight contracts. In 2010 approximately 

25% of sea deliveries were carried out using long-

term freight contracts, a lower ratio than usual. This 

is because, having predicted a considerable drop in 

future freight rates, the Company did not book any 

new contracts for 2010. In addition, the uncertainty 

in global potash markets would have made it risky to 

enter into new long-term agreements for signifi cant 

sales volumes.

F I N A N C I A L  M A N A G E M E N T 

D I S C U S S I O N  A N D  A N A L Y S I S

Potash Sales Structure, 2010

16% India

14% SEA

14% USA

14% Europe

13% Russia

5% Brazil

8% China,
sea

15% China, rail

1% Other

79% Sea export

(through St. Petersburg)

17% China rail

4% Other

Export Structure, 2010
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2 . 2  R A I L W A Y  T A R I F F S

Uralkali typically delivers its products to the 

shipping terminal in St. Petersburg by rail. The 

company also carries out direct deliveries by rail 

to customers in North China, Europe and the CIS. 

Railway tariffs for all destinations are regulated by 

the State. In 2010 the State increased the tariffs to 

both St. Petersburg (resulting in an effective increase 

of 10%) and to China (resulting in an effective 

increase of 13%). Overall, expenses for railway 

transportation have risen by 3 billion RUR, due to 

an increase in export volumes. Volumes transported 

to St. Petersburg were approximately doubled 

on 2009 levels, while rail deliveries to China were 

approximately seven times higher than in 2009. 

3 .  N E T  S A L E S

Net sales are defined as the gross revenues for 

the period net of certain distribution costs – freight 

costs, railway tariffs and transhipment costs. Net 

sales increased in 2010 by 39% to 40.6 billion RUR.

4 .  T O T A L  E X P E N S E S :  P O T A S H 
S A L E S

Total expenses for potash sales amounted to 

5,856 RUR per tonneI in 2010. Total potash sales 

costs in the domestic market amounted to 3,640 RUR 

per tonneII.

Notes
I. Total expenses in the potash sales are calculated according to IFRS and include 

sales, distribution, general and administrative, and other operating expenses 

and taxes other than income tax for potash sales (See Note 7 to the Consolidated 

Financial Statement for the year ended 31 December 2010)

II. Total expenses of potash sales on the domestic market are calculated in 

accordance with Uralkali’s accounting policy and include expenses in lines №020, 

030, 040, 070, 100, 141, 142, 143, 149, 152, 153 of form №2 (See profi t and loss 

statement within Uralkali’s accounts for 2010, prepared in line with the Russian 

accounting standards)
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Additional Information:
•  U R A L K A L I  K E Y  F I G U R E S  ( P.  8 )NBNB
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5 .  C A S H  C O S T  O F  G O O D S  S O L D I

Fixed costs account for more than 60%II of the cash 

cost of goods sold (COGS). As a result, COGS in 2010 

was signifi cantly impacted by the increase in sales 

volumes of 2.6 million tonnes (103% of 2009 sales 

volumes). The cash cost for products sold in 2010 was 

1,713 RUR per tonne (US$ 56).

5 . 1  L A B O U R

In 2010, Uralkali has made some indexations of 

average monthly salary in order to align in with the 

market level. As the result, the average monthly salary 

was increased by 40% on 2009 to 27,800 RUR (about 

US$ 916 a month) mainly due to renewal of monthly 

bonuses (suspended in 2009 due to decrease in 

production levels) and indexation in line with market 

conditions. Labour compensation costs are fi xed as 

a result of social responsibility policy, meaning the 

company cannot reduce headcount during a period 

of temporary reduction in production volume. The 

salary is paid in RUR and is subject to devaluation in 

line with the fall in the rouble exchange rate.

Notes
I. Cash cost of goods sold = Cost of goods sold less depreciation

II. For 100% utilisation rate. Actual utilisation rate in 2010 was approximately 

90%

5 . 2  F U E L  A N D  E N E R G Y

Potash production is an energy-intensive process. 

For the most part, fuel and energy-related costs are 

variable and are set in RUR. In 2010, tariffs for 

32% of supplied electricity and 70% of supplied gas 

were regulated by the State. The rest of the energy 

consumed by Uralkali was either purchased on 

the open market, or was produced by the company 

(electricity). Open market prices for gas and 

electricity in 2010 were respectively 4% and 15% 

higher than regulated prices. 

ths. RUR/1000 m3

Gas Tariff

0
2009 2010

1

2

3

1.96

2.36

+ 20%

Cash COGS Structure, 2010

33% Labour cost

25% Fuel and energy

15% Outsourced repairs

15% Materials for repairs

7% Production materials

4% Transportation

between mines

1% Other

Effective Electricity Tariff
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As a result, the effective tariff on gas in 2010 

increased by 20% on 2009 to 2,359 RUR (US$ 78) 

per thousand cubic meters. The effective tariff on 

electricity in 2010 rose by 12% to 1,739 RUR (US$ 57) 

per thousand  kWh.

5 . 3  O T H E R  C A S H  C O S T S

Other cash costs include variable costs (such as 

production materials and transportation between 

mines) and fixed costs (such as costs related to 

outsourced repairs and maintenance and materials 

for repairs and utilities). More than 90% of these 

costs are in RUR.

6 .  G E N E R A L  A N D 
A D M I N I S T R A T I V E  E X P E N S E S

On average general and administrative cash costsI

 in 2010 were 31% higher than in 2009. Personnel 

costs account for more than half of these expenses. 

Note
I. Cash general and administrative expenses = General and administrative 

expenses less depreciation and amortisation

Fuel and Energy Cost, 2010

75% Other cash COGS

16% Electricity

6% Gas

2% Heat

1% Fuel oil
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General and Administrative Costs, 2010

64% Labour

20% Other

7% Consulting

4% Repairs

3% Security

2% Insurance

Additional Information:
•  U R A L K A L I  K E Y  F I G U R E S  ( P.  8 )NBNB
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7.  C O S T  R E D U C T I O N 
P R O G R A M M E S

7 . 1  P R O G R A M M E  T O  I N C R E A S E 

P R O D U C T I V I T Y

At the end of 2010, about 7,200 people were 

employed at Uralkali’s main production unit. In 

2009 and 2010 the company had a longstanding 

programme to increase productivity by 40% and 

reduce headcount in the main production unit fi nally 

to 6,000 through the optimisation and automation 

of production processes. To date the programme 

was suspended due to the process of combination of 

Uralkali and Silvinit. After the merger is completed, 

the programme will be renewed and continued. 

By the end of 2010 the company had mainly 

completed the planned separation of service 

divisions from the main production unit. The staff 

employed in service divisions (mainly involved in 

repairs, construction, motor freight and IT services) 

account for the difference between the headcount of 

the group and the headcount of the main production 

unit. During 2010 Uralkali sold its share in the 

healthcare services division. This mainly resulted 

in overall headcount decrease of the Group.

7 . 2  P O W E R  G E N E R A T I O N 

P R O G R A M M E

By the end of 2010 Uralkali had reached the fi nal 

stage of its power generation programme, which had 

been underway for several years.

In the second half of 2011 we expect to start all four 

electricity generation turbines at Production Unit 4 and 

produce electricity in amount of 137 million kwt. We 

expect to obtain licences for the parallel operation of 

the turbines in mid-2011, which will enable us to realise 

energy cost savings of approximately 50 RUR per tonne 

of potash producedI. In 2010, without the licence, 

electricity produced by the company was insignifi cant 

in the total volume of electricity consumed. 

8 .  E B I T D A 

In 2010 adjusted EBITDAII increased by 48% to 

24.3 billion RUR. The adjusted EBITDA marginIII in 

2010 increased to 60% from 56% the previous year.

Notes
I. This is calculated as the difference between the cost of purchased electricity and 

the cost of generated electricity, based on the assumptions that the company will 

operate at full capacity and that gas prices will increase by 15%, and electricity by 

14% in 2011 respectively

II. Adjusted EBITDA represents operating profit plus depreciation and 

amortisation. Adjusted EBITDA does not refl ect the impact of fi nance income 

and expenses and mine fl ooding costs

III. Adjusted EBITDA margin is calculated as adjusted EBITDA divided by Net 
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9 .  M I N E  F L O O D I N G  C O S T S

As of 31 December 2009 the company accrued 

additional provisions of 1 billion RUR related to 

additional expenses on the Yayva-Solikamsk railroad. 

To date this provision has not been utilised as the 

process for making payment has not been fi nalised. 

(For more details see Note 5 to the Consolidated 

Financial Statements for the year ended 31 December 

2010).

10 .  C A P E X 

In 2010 total CAPEX amounted to 10.3I billion 

RUR, of which more than a half was spent on 

expansion and cost reduction. The main projects 

included increasing production at Production Unit 

4 by 1.5 million tonnes (modernisation of the second 

production line); designing the shaft for Ust-Yayva; 

implementing the company’s power generation 

programme; and infrastructure development. More 

than 95% of maintenance costs are in RUR. 

11 .  C A S H  F L O W 

Due to increased sales volumes in Uralkali’s 

main markets net cash generated from operations 

increased to 21.2 billion RUR, approximately 5 times 

higher than in 2009. 

As of 31 December 2010 Uralkali had net cash of 

3.5 billion RUR (US$ 115 million). Its cash balance 

amounted to 14.8 billion RUR, with bank debt at 11.3 

billion RUR denominated in US$, with an average 

interest rate of around 3.4%. 

Note
I. CAPEX for the period includes additions to property, plant and equipment 

for the period, adjusted for the changes in balances of letters of credit and 

prepayments for acquisition of PPE 

Operating Cash Flow vs. CAPEX
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Additional Information:
•  C A P A C I T Y  E X P A N S I O N  P L A N S  ( P.  3 8 )

•  F I N A N C I A L  M A N A G E M E N T  D I S C U S S I O N  A N D 

A N A L Y S I S  ( P.  3 9 )

NBNB
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I N D E P E N D E N T  AU D I T O R ’ S  R E P O R T

To the Shareholders and Board of Directors of Open Joint Stock Company Uralkali:

1. We have audited the accompanying consolidated financial statements of Open Joint Stock Company 

“Uralkali” (the “Company”) and its subsidiaries (the “Group”) which comprise the consolidated statement of 

fi nancial position as of 31 December 2010 and the consolidated statements of income, comprehensive income, 

cash fl ows and changes in equity for the year then ended and a summary of signifi cant accounting policies and 

other explanatory notes.

M A N A G E M E N T ’ S  R E S P O N S I B I L I T Y  F O R  T H E  C O N S O L I D A T E D  F I N A N C I A L 
S T A T E M E N T S

2. Management is responsible for the preparation and fair presentation of these consolidated fi nancial statements 

in accordance with International Financial Reporting Standards, and for such internal control as management 

determines is necessary to enable the preparation of fi nancial statements that are free from material misstatement, 

whether due to fraud or error. 

A U D I T O R ’ S  R E S P O N S I B I L I T Y

3. Our responsibility is to express an opinion on these consolidated fi nancial statements based on our audit. We 

conducted our audit in accordance with International Standards on Auditing. Those Standards require that we 

comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the 

fi nancial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

consolidated fi nancial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the fi nancial statements, whether due to fraud or error. In making 

those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 

of the fi nancial statements in order to design audit procedures that are appropriate in the circumstances, but not 

for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes 

evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made 

by management, as well as evaluating the overall presentation of the fi nancial statements. 

5. We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a basis for our 

audit opinion. 

O P I N I O N

6. In our opinion, the accompanying consolidated fi nancial statements present fairly, in all material respects, 

the fi nancial position of the Group as of 31 December 2010, and its fi nancial performance and its cash fl ows for 

the year then ended in accordance with International Financial Reporting Standards.

1 April 2011

Moscow, Russian Federation
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U R A L K A L I  G R O U P 

C O N S O L I D A T E D  S T A T E M E N T 

O F  F I N A N C I A L  P O S I T I O N 

A S  O F  3 1  D E C E M B E R  2 0 1 0

( I N  M I L L I O N S  O F  R U S S I A N  R O U B L E S  U N L E S S  O T H E R W I S E  S T A T E D ) 

Note 31 December 2010 31 December 2009

A S S E T S
Non-current assets
Property, plant and equipment  , ,
Prepayments for acquisition of property, plant and equipment , ,
Letters of credit for acquisition of property, plant and equipment  ,
Goodwill  
Intangible assets   
Deferred income tax assets   
Financial assets  
VAT recoverable - 
Total non-current assets , ,

Current assets
Inventories  , ,
Trade and other receivables  , ,
Current income tax prepayments  
Loans issued to related parties   ,
Cash and cash equivalents  , ,
Total current assets , ,
TOTAL ASSETS , ,

E Q U I T Y
Share capital    
Treasury shares  () ()
Share discount () ()
Revaluation reserve  
Retained earnings , ,
Equity attributable to the Company’s equity holders , ,

Non-controlling interest  
TOTAL EQUITY , ,

L I A B I L I T I E S
Non-current liabilities
Borrowings  , ,
Post employment benefits obligations   
Deferred income tax liability    
Total non-current liabilities , ,

Current liabilities
Borrowings   , ,
Trade and other payables  , ,
Mine flooding provisions ,  , ,
Current income tax payable  
Other taxes payable  
Total current liabilities , ,

TOTAL LIABILITIES , ,

TOTAL LIABILITIES AND EQUITY , ,

Approved on behalf of the Board of Directors

1 April 2011

Chief Executive Officer
The accompanying notes are an integral part of these consolidated fi nancial statements

Chief Financial Officer
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Note 31 December 2010 31 December 2009

A S S E T S
Non-current assets
Property, plant and equipment  , ,
Prepayments for acquisition of property, plant and equipment , ,
Letters of credit for acquisition of property, plant and equipment  ,
Goodwill  
Intangible assets   
Deferred income tax assets   
Financial assets  
VAT recoverable - 
Total non-current assets , ,

Current assets
Inventories  , ,
Trade and other receivables  , ,
Current income tax prepayments  
Loans issued to related parties   ,
Cash and cash equivalents  , ,
Total current assets , ,
TOTAL ASSETS , ,

E Q U I T Y
Share capital    
Treasury shares  () ()
Share discount () ()
Revaluation reserve  
Retained earnings , ,
Equity attributable to the Company’s equity holders , ,

Non-controlling interest  
TOTAL EQUITY , ,

L I A B I L I T I E S
Non-current liabilities
Borrowings  , ,
Post employment benefits obligations   
Deferred income tax liability    
Total non-current liabilities , ,

Current liabilities
Borrowings   , ,
Trade and other payables  , ,
Mine flooding provisions ,  , ,
Current income tax payable  
Other taxes payable  
Total current liabilities , ,

TOTAL LIABILITIES , ,

TOTAL LIABILITIES AND EQUITY , ,

Approved on behalf of the Board of Directors

1 April 2011

Chief Executive Officer
The accompanying notes are an integral part of these consolidated fi nancial statements

Chief Financial Officer
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Note 2010 2009

Revenues  , ,

Cost of sales   (,) (,)

Gross profit , ,

Distribution costs  (,) (,)

General and administrative expenses  (,) (,)

Taxes other than income tax () ()

Other operating income and expenses  () (,)

Operating profit , ,

Mine flooding costs  () (,)

Finance income   

Finance expense  () (,)

Profit before income tax , ,

Income tax expense  (,) (,)

Net profit for the year  , ,

Profit is attributable to:
Owners of the Company , ,

Non-controlling interests  

Net profit for the year , ,

Earnings per share – basic and diluted (in Roubles)  . .

U R A L K A L I  G R O U P 

C O N S O L I D A T E D  S T A T E M E N T  O F  I N C O M E 

F O R  T H E  Y E A R  E N D E D 

3 1  D E C E M B E R  2 0 1 0 

( I N  M I L L I O N S  O F  R U S S I A N  R O U B L E S  U N L E S S  O T H E R W I S E  S T A T E D ) 

The accompanying notes are an integral part of these consolidated fi nancial statements
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U R A L K A L I  G R O U P 

C O N S O L I D A T E D  S T A T E M E N T 

O F  C O M P R E H E N S I V E  I N C O M E  F O R 

T H E  Y E A R  E N D E D  3 1  D E C E M B E R  2 0 1 0

( I N  M I L L I O N S  O F  R U S S I A N  R O U B L E S  U N L E S S  O T H E R W I S E  S T A T E D )

2010 2009

Net profit for the year  , ,

Disposal of subsidiary to associate  -

Total comprehensive income for the year , ,

Total comprehensive income for the year 
attributable to:
Owners of the Company , ,

Non-controlling interests  

The accompanying notes are an integral part of these consolidated fi nancial statements
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Note 2010 2009
Cash flows from operating activities 
Profit before income tax , ,

Adjustments for:

Depreciation of property, plant and equipment and amortisation of intangible assets ,  , ,

Net loss on disposal of property, plant and equipment   

Reversal of provision for impairment of receivables  () ()

Net change in mine flooding provisions  - (,)

Finance income and expense, net  ()

Foreign exchange losses, net   

Operating cash flows before working capital changes , ,
(Increase)/decrease in trade and other receivables (,) 

Increase in inventories  () ()

Increase/(decrease) in accounts payable, accrued expenses and other creditors  (,)

Increase in other taxes payable  

Cash generated from operations , ,
Interest paid  () ()

Income taxes paid (,) (,)

Net cash generated from operating activities , ,

Cash flows from investing activities
Acquisition of intangible assets  () ()

Acquisition of property, plant and equipment (,) (,)

Proceeds from sales of property, plant and equipment , 

Purchase and sale of investments, net () ()

Acquisition of subsidiaries, net of cash acquired () ()

Loans issued to related party  () (,)

Loans repaid by related party  , -

Increase in irrevocable bank deposits  () ()

Dividends and interest received  

Net cash used in investing activities (,) (,)

Cash flows from financing activities
Repayments of borrowings  (,) (,)

Proceeds from borrowings  , ,

Finance lease payments ,  () ()

Dividends paid to shareholders (,) ()

Net cash used in financing activities (,) (,)

Effect of foreign exchange rate changes on cash and cash equivalents () 

Net increase/(decrease) in cash and cash equivalents , (,)

Cash and cash equivalents at the beginning of the year, net of restricted cash  , ,

Cash and cash equivalents at the end of the year, net of restricted cash  , ,

U R A L K A L I  G R O U P 

C O N S O L I D A T E D  S T A T E M E N T 

O F  C A S H  F L O W S 

F O R  T H E  Y E A R  E N D E D 

3 1  D E C E M B E R  2 0 1 0

( I N  M I L L I O N S  O F  R U S S I A N  R O U B L E S  U N L E S S  O T H E R W I S E  S T A T E D )

The accompanying notes are an integral part of these consolidated fi nancial statements
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U R A L K A L I  G R O U P

C O N S O L I D A T E D  S T A T E M E N T 

O F  C H A N G E S  I N  E Q U I T Y 

F O R  T H E  Y E A R  E N D E D 

3 1  D E C E M B E R  2 0 1 0

( I N  M I L L I O N S  O F  R U S S I A N  R O U B L E S  U N L E S S  O T H E R W I S E  S T A T E D )

Attributable to equity holders of the Company

Share capital 
(Note 14)

Treasury 
shares 

(Note 14)
Share 

discount
Revaluation 

reserve
Retained 
earnings

Total 
attributable 
to owners of 

the Company

Non-
controlling 

interest Total equity

Balance at 
 January   () ()  , ,  ,
Total comprehensive 
income for the year - - - - , ,  ,

Balance at 
 December   () ()  , ,  ,

Total comprehensive 
income for the year - - - , ,  ,

Dividends declared 
(Note ) - - - - (,) (,) - (,)

Disposal of non-
controlling interest - - - - - - () ()

Balance at 
 December   () ()  , ,  ,

The accompanying notes are an integral part of these consolidated fi nancial statements
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1 .  T H E  U R A L K A L I  G R O U P  A N D  I T S  O P E R A T I O N S

Open Joint Stock Company Uralkali (the “Company”) and its subsidiaries (together the “Group”) produce 

mineral fertilisers, primarily potassium based, which are extracted and processed in the vicinity of the city of 

Berezniki, Russia, and which are distributed both on domestic and foreign markets. The Group manufactures 

approximately ten types of products, the most signifi cant of which is a wide range of potassium salts. The Group 

is one of two major potash manufacturers in the Russian Federation. For the year ended 31 December 2010 

approximately 87% of potash fertiliser production was exported (for the year ended 31 December 2009: 76%). 

The Company holds operating licenses, issued by the Perm regional authorities for the extraction of 

potassium, magnesium and sodium salts from the Bereznikovskiy, Durimanskiy and Bigelsko-Troitsky plots of 

the Verkhnekamskoye fi eld. These licenses expire in 2013; however based on the statutory licensing regulations 

and prior experience, the Company’s management believes that the licenses will be renewed without incurring 

any signifi cant cost. The Company also owns a license for the Ust-Yayvinskiy plot of the Verkhnekamskoye fi eld, 

which expires in 2024. 

The Company was incorporated as an open joint stock company in the Russian Federation on 14 October 1992. 

The Company has its registered offi ce at 63 Pyatiletki St., Berezniki, Perm region, Russian Federation. Almost all 

of the Group’s productive capacities and all long-term assets are located in the Russian Federation. 

As of 31 December 2009, Madura Holdings Limited, registered in Cyprus, was the parent company of OJSC 

Uralkali. The Group was ultimately controlled by Mr. Dmitry Rybolovlev. On 11 June 2010 Madura Holdings 

Limited disposed majority of its stake in the Company to three companies that are benefi cially owned by a number 

of individuals. None of these companies exercise control over the Group and there is no joint control agreement 

between them. As of 31 December 2010 the Group had no ultimate controlling party.

As of 31 December 2010 the Group employed approximately 12.7 thousand employees (31 December 2009: 

13.2 thousand).

2 .  B A S I S  O F  P R E PA R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S

The principal accounting policies applied in the preparation of these consolidated fi nancial statements are set 

out below. These policies have been consistently applied to all the periods presented, unless otherwise stated.

2 . 1  B A S I S  O F  P R E P A R A T I O N

These consolidated fi nancial statements have been prepared in accordance with International Financial 

Reporting Standards (“IFRS”) under the historical cost convention except for certain fi nancial instruments that 

are presented at fair value as described in Note 2.13. 

Group companies maintain their accounting records in Russian Roubles (“RR”) and prepare their statutory 

fi nancial statements in accordance with the Federal Law on Accounting of the Russian Federation, except for 

Uralkali Trading SA, Uralkali Trading (Gibraltar) Ltd. and UKT Chicago which maintain their accounting records 

in US Dollars (“US$”) and prepare their fi nancial statements in accordance with IFRS. Belarusian Potash Company 

maintains its accounting records in Belorussian Roubles (“BYR”) and in accordance with Belarusian Laws and 

Regulations. These consolidated fi nancial statements are based on the statutory records, with adjustments and 

reclassifi cations recorded for the purpose of fair presentation in accordance with IFRS.  

U R A L K A L I  G R O U P

N O T E S  T O  T H E  C O N S O L I D A T E D 

F I N A N C I A L  S T A T E M E N T S 

F O R  T H E  Y E A R  E N D E D 

3 1  D E C E M B E R  2 0 1 0

( I N  M I L L I O N S  O F  R U S S I A N  R O U B L E S  U N L E S S  O T H E R W I S E  S T A T E D )
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 1   B A S I S  O F  P R E P A R A T I O N  ( C O N T I N U E D )

2 . 2  A C C O U N T I N G  F O R  T H E  E F F E C T  O F  I N F L A T I O N

The Russian Federation has previously experienced relatively high levels of infl ation and was considered to be 

hyperinfl ationary as defi ned by IAS 29 “Financial Reporting in Hyperinfl ationary Economies”. IAS 29 requires that 

fi nancial statements prepared in the currency of a hyperinfl ationary economy be stated in terms of the measuring 

unit current at the reporting date. Hyperinfl ation in the Russian Federation ceased effective from 1 January 

2003. Restatement procedures of IAS 29 are therefore only applied to assets acquired or revalued and liabilities 

incurred or assumed prior to that date. For these balances, the amounts expressed in the measuring unit current at

31 December 2002 are treated as the basis for the carrying amounts in these consolidated fi nancial statements.

2 . 3  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S

Subsidiaries are those companies and other entities in which the Group, directly or indirectly, has an interest 

of more than one-half of the voting rights or otherwise has power to govern the fi nancial and operating policies 

so as to obtain economic benefi ts. 

The existence and effect of potential voting rights that are presently exercisable or presently convertible are 

considered when assessing whether the Group controls another entity. Subsidiaries are consolidated from the 

date on which control is transferred to the Group (acquisition date) and are deconsolidated from the date that 

control ceases. 

The Group uses the acquisition method of accounting to account for business combinations. The consideration 

transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred 

and the equity interests issued by the Group. The consideration transferred includes the fair value of any asset 

or liability resulting from a contingent consideration arrangement. Acquisition-related costs are expensed as 

incurred. Identifi able assets acquired and liabilities and contingent liabilities assumed in a business combination 

are measured initially at their fair values at the acquisition date. 

On an acquisition-by-acquisition basis, the Group recognises any non-controlling interest in the acquiree either 

at fair value or at the non-controlling interest’s proportionate share of the acquiree’s net assets. 

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the 

acquisition-date fair value of any previous equity interest in the acquiree over the fair value of all identifi able net 

assets acquired is recorded as goodwill. If this is less than the fair value of the net assets of the subsidiary acquired 

in the case of a bargain purchase, the difference is recognised directly in profi t or loss. 

Intercompany transactions, balances and unrealised gains on transactions between Group companies are 

eliminated. Unrealised losses are also eliminated but considered an impairment indicator of the assets transferred. 

The Company and all of its subsidiaries use uniform accounting policies consistent with the Group’s policies.

2 . 4  N O N - C O N T R O L L I N G  I N T E R E S T

Non-controlling interest is that part of the net results and net assets of a subsidiary, including fair value 

adjustments, which is attributable to interests which are not owned, directly or indirectly, by the Group. Non-

controlling interest forms a separate component of the Group’s equity.
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 4   N O N - C O N T R O L L I N G  I N T E R E S T  ( C O N T I N U E D )

Any difference between the purchase consideration and the carrying amount of non-controlling interest 

acquired is recorded as an equity transaction directly in equity. The Group recognises the difference between sales 

consideration and carrying amount of non-controlling interest sold as a capital transaction in the consolidated 

statement of changes in equity.

2 . 5  J O I N T  V E N T U R E S

J O I N T L Y  C O N T R O L L E D  E N T I T I E S

A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity which 

is subject to joint control. Investments in joint ventures are accounted for using the equity method of accounting. 

Unrealised gains on transactions between the Group and its joint ventures are eliminated to the extent of the 

Group’s interest in the joint ventures; unrealised losses are also eliminated unless the transaction provides 

evidence of an impairment of the asset transferred. 

2 . 6  I N V E S T M E N T S  I N  A S S O C I A T E S

Associates are entities over which the Group has signifi cant infl uence, but not control, generally accompanying 

a shareholding of between 20 and 50 percent of the voting rights. Investments in associates are accounted 

for using the equity method of accounting and are initially recognised at cost. The carrying amount of associates 

includes goodwill identifi ed on acquisition less accumulated impairment losses, if any. The Group’s share of the 

post-acquisition profi ts or losses of associates is recorded in the consolidated statement of income, and its share of 

post-acquisition movements in reserves is recognised in reserves. When the Group’s share of losses in an associate 

equals or exceeds its interest in the associate, including any other unsecured receivables, the Group does not 

recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the 

Group’s interest in the associates; unrealised losses are also eliminated unless the transaction provides evidence of 

an impairment of the asset transferred.

2 . 7  P R O P E R T Y ,  P L A N T  A N D  E Q U I P M E N T 

Property, plant and equipment acquired or constructed prior to 1 January 1997 is recorded at the amounts determined 

by an independent valuation as of 1 January 1997 less accumulated depreciation and impairment. Property, plant 

and equipment acquired or constructed subsequent to 1 January 1997 is recorded at cost less accumulated 

depreciation. Cost includes all costs directly attributable to bringing the asset to its working condition for its 

intended use.

The amounts determined by the independent valuation represent gross replacement cost less accumulated 

depreciation to arrive at an estimate of depreciated replacement cost. This independent valuation was performed 

in order to determine a basis for cost because the historical accounting records for property, plant and equipment 

required for IFRS consolidated fi nancial statements preparation were not available. Therefore, this independent 

valuation is not a recurring feature, since it was intended to determine the historical costs. The changes in carrying 

value arising from this valuation were recorded directly to retained earnings. 

At each reporting date management assesses whether there is any indication of impairment of property, plant 

and equipment. If any such indication exists, the management estimates the recoverable amount, which is 

determined as the higher of an asset’s fair value less costs to sell and its value in use. The carrying amount is reduced to 

the recoverable amount and the impairment loss is recognised in profi t or loss. 
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 .7  P R O P E R T Y ,  P L A N T  A N D  E Q U I P M E N T  ( C O N T I N U E D )

An impairment loss recognised for an asset in prior years is reversed if there has been a change in the estimates 

used to determine the asset’s value in use and fair value less costs to sell.

Repair and maintenance expenditures are expensed as incurred. Major renewals and improvements are 

capitalised. Gains and losses on disposals determined by comparing proceeds with the carrying amount are 

recognised in profi t or loss.

Depreciation on property, plant and equipment items is calculated using the straight-line method to allocate 

their cost to their residual values over their estimated useful lives: 

Useful lives in years

Buildings  to 

Mine development costs  to 

Plant and equipment  to 

Transport  to 

Others  to 

Land Not depreciated

The residual value of an asset is the estimated amount that the Group would currently obtain from disposal of the 

asset less the estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of 

its useful life. The residual value of an asset is nil if the Group expects to use the asset until the end of its physical 

life. Assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

2 . 8  O P E R A T I N G  L E A S E S

Leases where a signifi cant portion of the risks and rewards of ownership are retained by the lessor are classifi ed 

as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are 

charged to profi t or loss. 

2 . 9  F I N A N C E  L E A S E  L I A B I L I T I E S

Where the Group is a lessee in a lease which transfers substantially all the risks and rewards incidental to ownership 

to the Group, the assets leased are capitalised in property, plant and equipment at the commencement of the lease 

at the lower of the fair value of the leased asset and the present value of the minimum lease payments. Each lease 

payment is allocated between the liability and fi nance charges so as to achieve a constant rate on the fi nance 

balance outstanding. The corresponding rental obligations, net of future fi nance charges, are included in 

borrowings. The interest cost is charged to profi t or loss over the lease period using the effective interest method. 

The assets acquired under fi nance leases are depreciated over their useful life or the shorter lease term if the 

Group is not reasonably certain that it will obtain ownership by the end of the lease term.

2 . 1 0  G O O D W I L L

Goodwill is measured by deducting the net assets of the acquiree from the aggregate of the consideration 

transferred for the acquiree, the amount of non-controlling interest in the acquiree and fair value of an interest 

in the acquiree held immediately before the acquisition date. Any negative amount (“negative goodwill”) is 

recognised in profi t or loss, after management reassesses whether it identifi ed all the assets acquired and all 

liabilities and contingent liabilities assumed and reviews appropriateness of their measurement. 
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 1 0  G O O D W I L L  ( C O N T I N U E D )

The consideration transferred for the acquiree is measured at the fair value of the assets given up, equity 

instruments issued and liabilities incurred or assumed, including fair value of assets or liabilities from contingent 

consideration arrangements but excludes acquisition related costs such as advisory, legal, valuation and similar 

professional services. Transaction costs incurred for issuing equity instruments are deducted from equity; 

transaction costs incurred for issuing debt are deducted from its carrying amount and all other transaction 

costs associated with the acquisition are expensed. 

Goodwill is carried at cost less accumulated impairment losses, if any. The Group tests goodwill for impairment 

at least annually and whenever there are indications that goodwill may be impaired. Goodwill is allocated to 

the cash-generating units, or groups of cash-generating units, that are expected to benefi t from the synergies of 

the business combination. Such units or groups of units represent the lowest level at which the Group monitors 

goodwill and are not larger than an operating segment. 

Gains or losses on disposal of an operation within a cash generating unit to which goodwill has been allocated 

include the carrying amount of goodwill associated with the operation disposed of, generally measured on the basis 

of the relative values of the operation disposed of and the portion of the cash-generating unit which is retained.

2 . 1 1  O T H E R  I N T A N G I B L E  A S S E T S 

Expenditure on software, patents, trademarks, and mineral and non-mineral licenses are capitalised and 

amortised using the straight-line method over their useful lives. 

If impaired, the carrying amount of intangible assets is written down to the higher of value in use and fair 

value less cost to sell.

2 . 1 2  C L A S S I F I C A T I O N  O F  F I N A N C I A L  A S S E T S

The Group classifi es its fi nancial assets into the following measurement categories: trading investments, 

available-for- sale, held to maturity and loans and receivables. 

Trading investments are securities or other fi nancial assets which are either acquired to generate a profi t from 

short-term fl uctuations in price or trader’s margin, or are included in a portfolio in which a pattern of short-term 

trading exists. 

The Group classifi es fi nancial assets into trading investments if it has the intention to sell them within a short 

period of time after the acquisition. Trading investments are not reclassifi ed out of this category even if the 

Group’s intentions subsequently change. 

Loans and receivables are unquoted non-derivative fi nancial assets with fi xed or determinable payments other 

than those that the Group intends to sell in the near term. 

The held to maturity classifi cation includes quoted non-derivative fi nancial assets with fi xed or determinable payments 

and fi xed maturities that the Group has both the intention and ability to hold to maturity. Management determines 

the classification of investment securities held to maturity at their initial recognition and reassesses the 

appropriateness of that classifi cation at each reporting date. 

All other fi nancial assets are included in the available-for-sale category. 

2 . 1 3  I N I T I A L  R E C O G N I T I O N  O F  F I N A N C I A L  I N S T R U M E N T S

Trading investments and derivatives are initially recorded at fair value. All other fi nancial assets and liabilities 

are initially recorded at fair value plus transaction costs. Fair value at initial recognition is best evidenced by the 

transaction price. A gain or loss on initial recognition is only recorded if there is a difference between the fair 

value and the transaction price which can be evidenced by other observable current market transactions in the 

same instrument or by a valuation technique whose inputs include only data from observable markets.
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 1 3  I N I T I A L  R E C O G N I T I O N  O F  F I N A N C I A L  I N S T R U M E N T S  ( C O N T I N U E D )

Changes in fair value are recognised in profi t or loss for trading investments and in equity for assets classifi ed 

as available for sale. 

All regular way purchases and sales of fi nancial instruments are recognised on the trade date, which is the date 

that the Group commits to purchase or sell the fi nancial instrument.

2 . 1 4  D E R E C O G N I T I O N  O F  F I N A N C I A L  A S S E T S

The Group derecognises fi nancial assets when (i) the assets are redeemed or the rights to cash fl ows from the assets 

have otherwise expired or (ii) the Group has transferred substantially all the risks and rewards of ownership of the 

assets or (iii) the Group has neither transferred nor retained substantially all risks and rewards of ownership but has not 

retained control. Control is retained if the counterparty does not have the practical ability to sell the asset in its entirety 

to an unrelated third party without needing to impose additional restrictions on the sale.

2 . 1 5  A V A I L A B L E - F O R - S A L E  I N V E S T M E N T S

Available-for-sale investments are carried at fair value. Interest income on available-for-sale debt securities is 

calculated using the effective interest method and recognised in profi t or loss. Dividends on available-for-sale 

equity instruments are recognised in profi t or loss when the Group’s right to receive payment is established and 

it is probable that the dividends will be collected. All other elements of changes in the fair value are deferred in 

other comprehensive income until the investment is derecognised or impaired at which time the cumulative gain 

or loss is removed from other comprehensive income to profi t or loss. 

Impairment losses are recognised in profi t or loss when incurred as a result of one or more events (“loss events”) that 

occurred after the initial recognition of available-for-sale investments. A signifi cant or prolonged decline in the fair 

value of an equity security below its cost is an indicator that it is impaired. The cumulative impairment loss – measured as 

the difference between the acquisition cost and the current fair value, less any impairment loss on that asset 

previously recognised in profi t or loss – is removed from other comprehensive income and recognised in profi t or 

loss. Impairment losses on equity instruments are not reversed through profi t or loss. If, in a subsequent period, 

the fair value of a debt instrument classifi ed as available for sale increases and the increase can be objectively 

related to an event occurring after the impairment loss was recognised in profi t or loss, the impairment loss is 

reversed through current period’s profi t or loss.

2 . 1 6  I N C O M E  T A X E S

Income taxes have been provided for in the consolidated fi nancial statements in accordance with legislation 

enacted or substantively enacted by the reporting date in the Russian Federation for entities incorporated in the 

Russian Federation, in Switzerland for Uralkali Trading SA, in Gibraltar for Uralkali Trading (Gibraltar) Ltd, 

in the USA for UKT Chicago and in Belarussia for Belarusian Potash Company. The income tax charge comprises 

current tax and deferred tax and is recognised in profi t or loss for the year except if it is recognised in other 

comprehensive income or directly in equity because it relates to transactions that are also recognised, in the same 

or a different period, in other comprehensive income or directly in equity.

The Group’s uncertain tax positions are assessed by management at every reporting date. Liabilities are recorded 

for income tax positions that are determined by management as less likely than not to be sustained if challenged 

by tax authorities, based on the interpretation of tax laws that have been enacted or substantively enacted by 

the reporting date. Liabilities for penalties, interest and taxes other than on income are recognised based on 

management’s best estimate of the expenditure required to settle the obligations at the reporting date.

Current tax is the amount expected to be paid to or recovered from the taxation authorities in respect of taxable profi ts 

or losses for the current and prior periods. Taxes other than on income are recorded within operating expenses.
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 16  I N C O M E  T A X E S  ( C O N T I N U E D )

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and 

temporary differences arising between the tax bases of assets and liabilities and their carrying amounts for 

fi nancial reporting purposes. In accordance with the initial recognition exemption, deferred taxes are not 

recorded for temporary differences arising on initial recognition of an asset or a liability in a transaction other 

than a business combination if the transaction, when initially recorded, affects neither accounting nor taxable 

profi t. Deferred tax liabilities are not recorded for temporary differences on initial recognition or subsequently 

for goodwill which is not deductible for tax purposes. 

Deferred tax balances are measured at tax rates enacted or substantively enacted at the reporting date which 

are expected to apply to the period when the temporary differences will reverse or the tax loss carry forwards 

will be utilised. 

Deferred tax assets and liabilities are netted only within the individual companies of the Group. Deferred tax 

assets for deductible temporary differences and tax loss carry forwards are recorded only to the extent that it is 

probable that future taxable profi t will be available against which the deductions can be utilised.

Deferred income tax is provided on post-acquisition retained earnings of subsidiaries, except where the Group 

controls the subsidiary’s dividend policy and it is probable that the difference will not reverse through dividends 

or otherwise in the foreseeable future.

2 . 1 7  I N V E N T O R I E S

Inventories are recorded at the lower of cost and net realisable value. The cost of inventory is determined on the 

weighted average basis. The cost of fi nished products and work in progress comprises raw material, direct labour, 

other direct costs and related production overhead (based on normal operating capacity) but excludes borrowing 

costs. The cost of fi nished goods includes transport expenses that the Company incurs in distributing goods from 

its factory to sea ports, vessels and overseas warehouses as these are costs incurred in bringing the inventory to 

its present location. Net realisable value is the estimated selling price in the ordinary course of business, less the 

cost of completion and selling expenses.

2 . 1 8  T R A D E  A N D  O T H E R  R E C E I V A B L E S

Trade and other receivables are carried at amortised cost using the effective interest method. A provision for 

impairment of trade receivables is established when there is objective evidence that the Group will not be able 

to collect all amounts due according to the original terms of receivables. The amount of the provision is the 

difference between the asset’s carrying amount and the present value of estimated future cash fl ows discounted 

at the original effective interest rate. The amount of the provision is recognised in profi t or loss.

2 . 1 9  C A S H  A N D  C A S H  E Q U I V A L E N T S

Cash and cash equivalents include cash in hand, deposits held at call with banks, and other short-term highly 

liquid investments with original maturities of three months or less and deposits with original maturity of more 

than three months held for the purpose of meeting short-term cash needs that are convertible into known amounts 

of cash and subject to insignifi cant risk of changes in value. Cash and cash equivalents are carried at amortised 

cost using the effective interest method. Restricted balances are excluded from cash and cash equivalents for 

the purposes of the consolidated statement of cash fl ows. Restricted balances being exchanged or used to settle 

liability at least twelve months after the reporting date are shown separately from cash and cash equivalents for 

the purposes of the consolidated statement of fi nancial position and are included in non-current assets. 

Bank overdrafts which are repayable on demand are included as a component of cash and cash equivalents.
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 2 0  S H A R E  C A P I T A L

Ordinary shares are classifi ed as equity. Incremental costs directly attributable to the issue of new shares, other 

than on a business combination, are shown in equity as a deduction, net of tax, from the proceeds. Any excess of 

the fair value of consideration received over the par value of shares issued is presented as share premium.

2 . 2 1  T R E A S U R Y  S H A R E S

Where any Group company purchases the Company’s equity share capital, the consideration paid, including any 

directly attributable incremental costs (net of income taxes) is deducted from equity attributable to the Company’s 

equity holders until the shares are cancelled, reissued or disposed of. Where such shares are subsequently sold 

or reissued, any consideration received, net of any directly attributable incremental transaction costs and the 

related income tax effects, is included in equity attributable to the Company’s equity holders.

2 . 2 2  D I V I D E N D S 

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared 

before or on the reporting date. Dividends are disclosed when they are proposed before the reporting date 

or proposed or declared after the reporting date but before the consolidated fi nancial statements have been 

authorised for issue. 

2 . 2 3  V A L U E  A D D E D  T A X

Output value added tax is payable to the tax authorities on the earlier of (a) collection of the receivables from 

customers or (b) delivery of the goods or services to customers. Input VAT is generally recoverable against output 

VAT upon receipt of the VAT invoice. The tax authorities permit the settlement of VAT on a net basis. VAT related 

to sales and purchases is recognised in the consolidated statement of fi nancial position on a gross basis and 

disclosed separately as an asset and liability. Where a provision has been made for impairment of receivables, the 

impairment loss is recorded for the gross amount of the debt, including VAT.

2 . 2 4  B O R R O W I N G S

Borrowings are initially recognised at fair value less transactions costs. Borrowings are carried at amortised 

cost using the effective interest method. Borrowing costs are recognised as an expense on a time-proportion basis 

using the effective interest method. The Group capitalises borrowing costs relating to assets that take a substantial 

period of time to prepare for use or sale (qualifying assets) as part of the cost of the asset. The Group considers a 

qualifying asset to be an investment project with an execution period exceeding one year.

Borrowings are classifi ed as current liabilities unless the Group has an unconditional right to defer settlement 

of the liability for at least 12 months after the reporting date.
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 2 5  P R O V I S I O N S 

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past 

events, it is probable that an outfl ow of resources will be required to settle the obligation, and a reliable estimate 

of the amount can be made. Where the Group expects a provision to be reimbursed, the reimbursement is 

recognised as a separate asset only when the reimbursement is virtually certain.

The Group made no provision for warranties based on past experience of no warranty claims.

2 . 2 6  T R A D E  A N D  O T H E R  P A Y A B L E S

Trade payables are accrued when the counterparty has performed its obligations under contract and are carried 

at amortised cost using the effective interest method.

2 . 2 7  F O R E I G N  C U R R E N C Y  T R A N S A C T I O N S

Functional and presentation currency. Items included in the fi nancial statements of each of the Group’s entities are 

measured using the currency of the primary economic environment in which the entity operates (the “functional 

currency”). The Company’s functional currency and the Group’s presentation currency is the national currency 

of the Russian Federation, Russian Roubles (“RR”).

Transactions and balances. Foreign currency transactions are translated into the functional currency using the 

exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the 

settlement of such transactions and from the translation at year-end offi cial exchange rates of monetary assets 

and liabilities denominated in foreign currencies are recognised in profi t or loss. Translation at year-end rates 

does not apply to non-monetary items, including equity investments. 

Group companies. The results and fi nancial positions of all Group entities (none of which has the currency of 

a hyperinfl ationary economy) that have a functional currency different from the presentation currency are 

translated to the presentation currency as follows: 

(i) assets and liabilities for each statement of fi nancial position presented are translated at the closing rate at 

the end of the reporting period;

(ii) income and expenses for each statement of income are translated at average exchange rates (unless this 

average is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, 

in which case income and expenses are translated at the dates of the transactions); and 

(iii) all resulting exchange differences are recognised in other comprehensive income.

At 31 December 2010, the offi cial rate of exchange, as determined by the Central Bank of the Russian Federation 

(CBRF), was US$ 1 = Rouble 30.48 (31 December 2009: US$ 1 = Rouble 30.24). The offi cial Euro to RR exchange 

rate at 31 December 2010, as determined by the CBRF, was Euro 1 = Rouble 40.33 (31 December 2009: Euro 1 = 

Rouble 43.39). 

2 . 2 8  R E V E N U E  R E C O G N I T I O N

Revenues are recognised on the date of risks transfer under the appropriate INCOTERMS specifi ed in the sales 

contracts, as this is the date when the risks and rewards of ownership are transferred to the customers. For “Free On 

Board” (FOB) transactions, the title to goods transfers as soon as the goods are loaded on the ship. For “Delivery 

At Frontier” (DAF) transactions, the title to goods transfers only when goods cross the Russian border. For “Free 

Carrier” (FCA) terms, the title transfers when goods are loaded on the fi rst carrier (railway carriages). For “Cost 

and Freight” (CFR) terms, the title transfers when goods pass the rail of the ship in the port of shipment. 
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 2 8  R E V E N U E  R E C O G N I T I O N  ( C O N T I N U E D )

Sales of services are recognised in the accounting period in which the services are rendered. 

Sales are shown net of VAT, export duties and discounts, and after eliminating sales within the Group. Revenues 

are measured at the fair value of the consideration received or receivable. 

2 . 2 9  T R A N S H I P M E N T  C O S T S

Transhipment costs incurred by OJSC Baltic Bulker Terminal (“BBT”), a 100% subsidiary whose activity is 

related to transhipment of fertilisers produced by the Group, are presented within distribution costs. These costs 

include depreciation, payroll, material expenses and various general and administrative expenses.

2 . 3 0  E M P L O Y E E  B E N E F I T S

Wages, salaries, contributions to the Russian Federation state pension and social insurance funds, paid annual leave 

and sick leave, bonuses, and non-monetary benefi ts (such as health services and kindergarten services) are accrued 

in the year in which the associated services are rendered by the employees of the Group.

2 . 3 1  S O C I A L  C O S T S

The Group incurs personnel costs related to the provision of benefi ts such as health services and charity costs 

related to various social programmes. These amounts have been charged to other operating expenses. 

2 . 3 2  P E N S I O N  C O S T S

In the normal course of business the Group contributes to the Russian Federation state pension scheme on behalf of 

its employees. Mandatory contributions to the governmental pension scheme are expensed as incurred. 

For defi ned benefi t pension plans, the cost of providing benefi ts is determined using the Projected Unit Credit 

Method and is charged to profi t or loss so as to spread the cost over the service period of the employees. An interest 

cost representing the unwinding of the discount rate on the scheme liabilities is charged to profi t or loss. The 

liability recognised in the consolidated statement of fi nancial position, in respect of defi ned benefi t pension plans 

is the present value of the defi ned benefi t obligation at the reporting date. The plans are not externally funded. 

The defi ned benefi t obligation is calculated annually by the Group. The present value of the defi ned benefi t 

obligation is determined by discounting the estimated future cash outfl ows using interest rates of government 

bonds that are denominated in the currency in which the benefi ts will be paid and that have terms of maturity 

approximating the terms of the relevant pension liability. 

All actuarial gains and losses which arise in calculating the present value of the defi ned benefi t obligation are 

recognised immediately in profi t or loss. 

2 . 3 3  E A R N I N G S  P E R  S H A R E

Earnings per share are determined by dividing the net income attributable to equity holders of the Company 

by the weighted average number of participating shares outstanding during the reporting year.
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2 .  B A S I S  O F  P R E P A R A T I O N  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

2 . 3 4  S E G M E N T  R E P O R T I N G

The Group identifi es the segment in accordance with the criteria set forth in IFRS 8 “Operating segments”, and 

based on the way the operations of the Company are regularly reviewed by the chief operating decision maker 

to analyse performance and allocate resources. The chief operating decision-maker has been determined as the 

Board of Directors. It was determined, that the Group has one operating segment – the extraction, production 

and sales of potash fertilisers.

2 . 3 5  R E S E A R C H  A N D  D E V E L O P M E N T  C O S T S

Research expenditures are recognised as an expense as incurred. Costs incurred on development projects 

(relating to the design and testing of new or improved products) are recognised as intangible assets when it is 

probable that the project will be a success considering its commercial and technological feasibility and if costs can 

be measured reliably. Other development expenditures are recognised as an expense as incurred. Development 

costs previously recognised as an expense are not recognised as an asset in a subsequent period. Development 

costs with a fi nite useful life that have been capitalised are amortised from the commencement of the commercial 

production of the product on a straight-line basis over the period of its expected benefi t.

3 .  A D O P T I O N  O F  N E W  O R  R E V I S E D  S T A N D A R D S  A N D 
I N T E R P R E T A T I O N S

Certain new standards and interpretations became effective for the Group from 1 January 2010:

IFRIC 17, Distributions of Non-Cash Assets to Owners (effective for annual periods beginning on or after 1 July 2009). 

The interpretation clarifi es when and how distribution of non-cash assets as dividends to the owners should be 

recognised. An entity should measure a liability to distribute non-cash assets as a dividend to its owners at the 

fair value of the assets to be distributed. A gain or loss on disposal of the distributed non-cash assets should be 

recognised in profi t or loss when the entity settles the dividend payable. IFRIC 17 did not have an impact on the 

Group’s consolidated fi nancial statements.

IFRIC 18, Transfers of Assets from Customers (effective for annual periods beginning on or after 1 July 2009). The 

interpretation clarifi es the accounting for transfers of assets from customers, namely, the circumstances in which 

the defi nition of an asset is met; the recognition of the asset and the measurement of its cost on initial recognition; 

the identifi cation of the separately identifi able services (one or more services in exchange for the transferred 

asset); the recognition of revenue, and the accounting for transfers of cash from customers. IFRIC 18 did not have 

an impact on the Group’s consolidated fi nancial statements.

IFRS 1, First-time Adoption of International Financial Reporting Standards (following an amendment in December 

2008, effective for the fi rst IFRS fi nancial statements for a period beginning on or after 1 July 2009). The revised IFRS 

1 retains the substance of its previous version but within a changed structure in order to make it easier for the 

reader to understand and to better accommodate future changes. The revised standard did not have any impact 

on the Group’s consolidated fi nancial statements.

Additional Exemptions for First-time Adopters – Amendments to IFRS 1, First-time Adoption of IFRS (effective for annual 

periods beginning on or after 1 January 2010). The amendments exempt entities using the full cost method from 

retrospective application of IFRSs for oil and gas assets and also exempt entities with existing leasing contracts 

from reassessing the classifi cation of those contracts in accordance with IFRIC 4, ‘Determining Whether an 

Arrangement Contains a Lease’ when the application of their national accounting requirements produced the 

same result. The amendments do not have any impact on the Group’s consolidated fi nancial statements.
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3 .   A D O P T I O N  O F  N E W  O R  R E V I S E D  S T A N D A R D S  A N D  I N T E R P R E T A T I O N S  ( C O N T I N U E D )

Group Cash-settled Share-based Payment Transactions – Amendments to IFRS 2, Share-based Payment (effective for 

annual periods beginning on or after 1 January 2010). The amendments provide a clear basis to determine the 

classifi cation of share-based payment awards in both consolidated and separate fi nancial statements. The 

amendments incorporate into the standard the guidance in IFRIC 8 and IFRIC 11, which are withdrawn. The 

amendments expand on the guidance given in IFRIC 11 to address plans that were previously not considered 

in the interpretation. The amendments also clarify the defi ned terms in the Appendix to the standard. These 

amendments are not relevant to the Group.

IFRS 3, Business Combinations (revised January 2008; effective for business combinations for which the acquisition 

date is on or after the beginning of the fi rst annual reporting period beginning on or after 1 July 2009). The revised IFRS 

3 allows entities to choose to measure non-controlling interests using the previous IFRS 3 method (proportionate 

share of the acquiree’s identifi able net assets) or at fair value. The revised IFRS 3 is more detailed in providing 

guidance on the application of the purchase method to business combinations. The requirement to measure at 

fair value every asset and liability at each step in a step acquisition for the purposes of calculating a portion of 

goodwill has been removed. Instead, in a business combination achieved in stages, the acquirer has to remeasure 

its previously held equity interest in the acquiree at its acquisition-date fair value and recognise the resulting 

gain or loss, if any, in profi t or loss for the year. Acquisition-related costs are accounted for separately from the 

business combination and therefore recognised as expenses rather than included in goodwill. An acquirer has 

to recognise a liability for any contingent purchase consideration at the acquisition date. Changes in the value of 

that liability after the acquisition date are recognised in accordance with other applicable IFRSs, as appropriate, 

rather than by adjusting goodwill. The revised IFRS 3 brings into its scope business combinations involving only 

mutual entities and business combinations achieved by contract alone. The revised IFRS 3 did not have a material 

impact on the Group’s consolidated fi nancial statements.

IAS 27, Consolidated and Separate Financial Statements (revised January 2008; effective for annual periods beginning 

on or after 1 July 2009). The revised IAS 27 requires an entity to attribute total comprehensive income to the owners 

of the parent and to the non-controlling interests (previously “minority interest”) even if this results in the non-

controlling interests having a defi cit balance (the previous standard required the excess losses to be allocated 

to the owners of the parent in most cases). The revised standard specifi es that changes in a parent’s ownership 

interest in a subsidiary that do not result in the loss of control must be accounted for as equity transactions. It also 

specifi es how an entity should measure any gain or loss arising on the loss of control of a subsidiary. At the date 

when control is lost, any investment retained in the former subsidiary has to be measured at its fair value. The 

amendment did not have a material impact on the Group’s consolidated fi nancial statements.

The Group has changed its accounting policy for transactions with non-controlling interests and the accounting 

for loss of control or signifi cant infl uence from 1 January 2010. Previously transactions with non-controlling interests 

were treated as transactions with parties external to the Group. Disposals therefore resulted in gains or losses in 

profi t or loss and purchases resulted in the recognition of goodwill. On disposal or partial disposal, a proportionate 

interest in reserves attributable to the subsidiary was reclassifi ed to profi t or loss or directly to retained earnings.

Previously, when the Group ceased to have control or signifi cant infl uence over an entity, the carrying amount 

of the investment at the date control or signifi cant infl uence became its cost for the purposes of subsequently 

accounting for the retained interests as associates, jointly controlled entity or fi nancial assets. The Group has 

applied the new accounting policies prospectively to transactions occurring on or after 1 January 2010. As a 

consequence, no adjustments were necessary to any of the amounts previously recognised in the consolidated 

fi nancial statements.

Eligible Hedged Items – Amendment to IAS 39, Financial Instruments: Recognition and Measurement (effective with 

retrospective application for annual periods beginning on or after 1 July 2009). The amendment clarifi es how the 

principles that determine whether a hedged risk or portion of cash fl ows is eligible for designation should be 

applied in particular situations. The amendment did not have a material impact on the Group’s consolidated 

fi nancial statements.
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3 .   A D O P T I O N  O F  N E W  O R  R E V I S E D  S T A N D A R D S  A N D  I N T E R P R E T A T I O N S  ( C O N T I N U E D )

Improvements to International Financial Reporting Standards (issued in April 2009; amendments to IFRS 2, IAS 38, 

IFRIC 9 and IFRIC 16 are effective for annual periods beginning on or after 1 July 2009; amendments to IFRS 5, IFRS 

8, IAS 1, IAS 7, IAS 17, IAS 36 and IAS 39 are effective for annual periods beginning on or after 1 January 2010). The 

improvements consist of a mixture of substantive changes and clarifi cations in the following standards and 

interpretations: clarifi cation that contributions of businesses in common control transactions and formation 

of joint ventures are not within the scope of IFRS 2; clarifi cation of disclosure requirements set by IFRS 5 and 

other standards for non-current assets (or disposal groups) classifi ed as held for sale or discontinued operations; 

requiring to report a measure of total assets and liabilities for each reportable segment under IFRS 8 only if such 

amounts are regularly provided to the chief operating decision maker; amending IAS 1 to allow classifi cation 

of certain liabilities settled by entity’s own equity instruments as non-current; changing IAS 7 such that only 

expenditures that result in a recognised asset are eligible for classifi cation as investing activities; allowing 

classifi cation of certain long-term land leases as fi nance leases under IAS 17 even without transfer of ownership 

of the land at the end of the lease; providing additional guidance in IAS 18 for determining whether an entity 

acts as a principal or an agent; clarifi cation in IAS 36 that a cash generating unit shall not be larger than an 

operating segment before aggregation; supplementing IAS 38 regarding measurement of fair value of intangible 

assets acquired in a business combination; amending IAS 39 (i) to include in its scope option contracts that could 

result in business combinations, (ii) to clarify the period of reclassifying gains or losses on cash fl ow hedging 

instruments from equity to profi t or loss for the year and (iii) to state that a prepayment option is closely related 

to the host contract if upon exercise the borrower reimburses economic loss of the lender; amending IFRIC 9 to 

state that embedded derivatives in contracts acquired in common control transactions and formation of joint 

ventures are not within its scope; and removing the restriction in IFRIC 16 that hedging instruments may not be 

held by the foreign operation that itself is being hedged. In addition, the amendments clarifying classifi cation as 

held for sale under IFRS 5 in case of a loss of control over a subsidiary published as part of the Annual Improvements 

to International Financial Reporting Standards, which were issued in May 2008, are effective for annual periods 

beginning on or after 1 July 2009. The amendments did not have a material impact on the Group’s consolidated 

fi nancial statements.

Unless otherwise stated above, the amendments and interpretations did not have any signifi cant effect on the 

Group’s consolidated fi nancial statements. 

4 .  N E W  A C C O U N T I N G  P R O N O U N C E M E N T S

The following new standards, amendments to standards and interpretations have been published that are 

mandatory for the Group’s accounting periods beginning on or after 1 January 2011 or later periods and which 

the Group has not early adopted:

· IFRS 9 Financial Instruments Part 1: Classifi cation and Measurement (issued in November 2009, effective for annual 

periods beginning on or after 1 January 2013, with earlier application permitted). The Group is currently assessing the 

impact of the amended standard on its consolidated fi nancial statements. 

· Classifi cation of Rights Issues – Amendment to IAS 32, Financial Instruments: Presentation (issued in October 2009, 

effective for annual periods beginning on or after 1 February 2010). The amendment exempts certain rights issues 

of shares with proceeds denominated in foreign currencies from classifi cation as fi nancial derivatives. The 

amendment is not currently applicable to the Group.

· Amendment to IAS 24, ‘Related party disclosures’ (issued in November 2009, effective for annual periods beginning on 

or after 1 January 2011). IAS 24 was revised in 2009 by: (a) simplifying the defi nition of a related party, clarifying its 

intended meaning and eliminating inconsistencies; and by (b) providing a partial exemption from the disclosure 

requirements for government-related entities. The Group is currently assessing the impact of the amended 

standard on its consolidated fi nancial statements. 
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4 .   N E W  A C C O U N T I N G  P R O N O U N C E M E N T S  ( C O N T I N U E D )

· IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments (issued November 2009; effective for annual 

periods beginning on or after 1 July 2010) clarifi es the requirements of IFRSs when an entity renegotiates the terms of 

a fi nancial liability with its creditor and the creditor agrees to accept the entity’s shares or other equity instruments 

to settle the fi nancial liability fully or partially. The Group does not expect the amendment to have any impact 

on its consolidated fi nancial statements.

· Prepayments of a Minimum Funding Requirement – Amendment to IFRIC 14 (effective for annual periods beginning 

on or after 1 January 2011). The Group does not expect the amendment to have any impact on its consolidated 

fi nancial statements.

· Improvements to International Financial Reporting Standards (issued in May 2010 and effective for the Group from 1 

January 2011). The Group is currently assessing the impact of the amended standards on its consolidated fi nancial 

statements.

· Limited exemption from comparative IFRS 7 disclosures for fi rst-time adopters – Amendment to IFRS 1 (effective for 

annual periods beginning on or after 1 July 2010). The amendment is not applicable to the Group.

· Disclosures – Transfers of Financial Assets – Amendments to IFRS 7 (issued in October 2010 and effective for annual 

periods beginning on or after 1 July 2011). The Group is currently assessing the impact of the amended standard on 

its consolidated fi nancial information. 

· Recovery of Underlying Assets – Amendments to IAS 12 (issued in December 2010 and effective for annual periods 

beginning on or after 1 January 2012). The amendment is not applicable to the Group.

· Severe Hyperinfl ation and Removal of Fixed Dates for First-time Adopters – Amendments to IFRS 1 (issued in December 

2010 and effective for annual periods beginning on or after 1 July 2011). The amendment is not applicable to the 

Group.

Unless otherwise described above, the new standards and interpretations are not expected to signifi cantly 

affect the Group’s consolidated fi nancial statements.

5 .  C R I T I C A L  A C C O U N T I N G  E S T I M A T E S ,  A N D  J U D G E M E N T S 
I N  A P P L Y I N G  A C C O U N T I N G  P O L I C I E S

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the 

next fi nancial year. Estimates and judgements are continually evaluated and are based on management’s experience 

and other factors, including expectations of future events that are believed to be reasonable under the circumstances. 

Management also makes certain judgements, apart from those involving estimations, in the process of applying 

the accounting policies. Judgements that have the most signifi cant effect on the amounts recognised in the 

consolidated fi nancial statements and estimates that can cause a signifi cant adjustment to the carrying amount 

of assets and liabilities within the next fi nancial year include: 

Provisions for mine fl ooding. On 28 October 2006, the Group ceased production operations in Mine 1 due to 

natural groundwater infl ow that reached a level which could not be properly controlled. 

On 1 November 2006, the commission of Rostekhnadzor issued an act on its technical investigation of the 

causes of fl ooding in Mine 1. According to the act, the cause of fl ooding was a “new kind of previously unknown 

anomaly of geological structure” and “the development of two sylvinite layers AB (1964–1965) and Kr II (1976–

1977)”. The combination of circumstances in the run up to the accident, in terms of the source, scope and strength 

was classifi ed as “being extraordinary and unavoidable events under prevailing conditions not dependent on the 

will of the parties involved”.

In November 2008, at the request of the Russian Deputy Prime Minister, Igor Sechin, a new commission 

was established by Rostekhnadzor for a second investigation into the cause of fl ooding in Mine 1. According to 

the report of the second commission, issued on 29 January 2009, the fl ooding was caused by a “combination of 

geological and technological factors”.
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5 .   C R I T I C A L  A C C O U N T I N G  E S T I M A T E S ,  A N D  J U D G E M E N T S  I N  A P P L Y I N G  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

Provision for compensations
In February 2009, the Company decided voluntarily, as a part of its social responsibility, to compensate expenses 

incurred by different levels of the government for liquidation of fl ooding consequences in total amount RR 7,804 

including expenses for resettlement of citizens, construction of a 6-kilometer railway bypass incurred prior to 

31 December 2008, and also partially compensate for the defi cit of fi nancing related to the construction of a 53-

kilometer railway bypass. 

At the end of 2009 the Company was in negotiations with OJSC “Russian railways” regarding voluntarily 

compensation of additional actual expenditures related to the construction of a 53-kilometer railway bypass in 

the amount of RR 1,000. In March 2010 the Board of Directors of the Company approved this compensation, as 

a part of its social responsibility, and as of 31 December 2009 the determination that this compensation would 

crystallise was assessed as “probable” the Company accrued a provision in this amount. To date this provision has 

not been utilized as the process for making payment has not been fi nalised. 

Other risks not included in provision for compensations
In July 2009, the Company received a request from OJSC TGK-9 to compensate expenses in the amount of 

RR 3,160. According to the request, this amount corresponds to the development of a reserve energy supply source 

in Berezniki. The parties established a technical commission in order to determine whether these expenses are 

in fact directly connected to the consequences of the mine fl ood. In July 2010 the Company received an amended 

request from TGK-9 to compensate expenses in the amount of RR 995. The Company believes that only the 

expenses that are directly caused by the fl ooding of the mine could be considered for compensation. Therefore 

the Company estimates the probability of having to pay this compensation to be from “remote” to “possible” and 

no accrual have been made in respect of this amount.

The procedure for calculating and compensating for mineral deposits lost as a result of mine fl ooding is not 

established by Russian law. However, the Company evaluates the risk that such claims could arise as “possible”. In 

the appendices to the report of the second commission, there is a calculation of the value of lost mineral resources 

(from RR 25,380 to RR 84,602) and a calculation of losses resulting from mineral extraction tax not received by 

the government due to fl ooding (from RR 964 to RR 3,215). The Company analysed the calculations provided in 

the appendices and evaluated the risk of compensation in the stated amount as “remote”. 

In October 2009, the Company has received the decision of tax authorities based on the tax audit for 2005–

2006. Tax authorities have stated that in October 2006 the Company should have charged mineral extraction 

tax for mineral deposits written off in the state records due to fl ooding. The sum of unpaid mineral extraction 

tax including fi nes and penalties amounted to RR 782. In January 2010 the Company received the claim of 

tax authorities to pay tax, fi nes and penalties. The decision of tax authorities of additional charge of mineral 

extraction tax was determined to be invalid in court. On 11 January 2011 Federal Arbitration Court in Moscow 

Judicial Circuit entirely dismissed the claim of tax authorities. The Company estimates the probability of this 

liability crystallising as “remote” and accordingly has not made an accrual for this amount.

Remaining useful life of property, plant and equipment. Management assesses the remaining useful life of property, 

plant and equipment in accordance with the current technical conditions of assets and estimated period during 

which these assets will bring economic benefi t to the Group (Note 8). The estimated remaining useful life of 

some property, plant and equipment is beyond the expiry date of the relevant operating licenses (Note 1). The 

management believes that the licenses will be renewed in due order. However if the licenses are not renewed, 

property, plant and equipment with net book value of RR 1,931 (31 December 2009: RR 1,084) should be assessed 

for impairment in 2013.
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5 .   C R I T I C A L  A C C O U N T I N G  E S T I M A T E S ,  A N D  J U D G E M E N T S  I N  A P P L Y I N G  A C C O U N T I N G  P O L I C I E S  ( C O N T I N U E D )

Land. The main part of facilities of OJSC BBT are situated on land occupied on an annual lease basis, but the 

management plans to secure the land where the facilities of OJSC BBT are situated and adjoining land plots by 

a long-term rent agreement. If the Group cannot secure long-term use of this land, non-current assets of RR 2,330 

(31 December 2009: RR 2,417) should be assessed for impairment.

Impairment of goodwill. The Group tests goodwill for impairment at least annually. The goodwill primarily relates 

to expected reduction of transport costs to be incurred from synergies with the Company when exporting potash 

by the Baltic Sea and is allocated to CGU OJSC Uralkali. The recoverable amount of the goodwill is determined 

based on value in use calculations whereby cash fl ow projections approved by management covering a fi ve-year 

period and analysis of synergies performed by an independent appraiser. Cash fl ows beyond that fi ve-year period 

have been extrapolated using a steady 3% growth rate. This growth rate does not exceed the long-term average 

growth rate for the business sector of the economy in which the Company operates. Pre-tax discount rate of 15% 

that refl ects risks relating to OJSC Uralkali was used in the calculation of the recoverable value. The Group did 

not recognise any impairment.

Trade and other receivables. The Company’s management analyses overdue trade and other accounts receivable 

at each reporting date. Overdue accounts receivable are not provided if management has certain evidence of 

their recoverability. If management has no reliable information about the recoverability of overdue receivables, a 

100% impairment provision is accrued for trade and other receivables overdue by more than 90 days; receivables 

overdue by more than 45 (but less than 90) days are provided for at 50% of their carrying amount.

Inventory. The Group engages an independent surveyor to verify the physical quantity of fi nished products 

at the reporting dates. In accordance with the surveyor’s guidance and technical characteristics of the devices used, 

the possible valuation error is +/-4-6%. At the reporting date the carrying amount of finished products 

may vary within this range.

Tax legislation. Russian tax, currency and customs legislation is subject to varying interpretations (Note 29). 

6 .  R E L A T E D  PA R T I E S

Related parties are defi ned in IAS 24 “Related Party Disclosures”. Parties are considered to be related if one 

party has the ability to control the other party, is under common control, or can exercise signifi cant infl uence 

over the other party in making fi nancial and operational decisions. In considering each possible related party 

relationship, attention is directed to the substance of the relationship, not merely the legal form. Key management 

and close family members are also related parties.

The Company’s immediate parent and ultimate controlling party are disclosed in Note 1.

The nature of the related party relationships for those related parties with whom the Group entered into 

signifi cant transactions or had signifi cant balances outstanding are detailed below.

Statement of fi nancial position caption Nature of relationship 31 December 2010 31 December 2009

Loans issued to related parties : Ultimate controlling party - ,

Loans issued to related parties Associate  -

Statement of income caption Nature of relationship 2010 2009

Interest income
Former key management personnel
(: Ultimate controlling party)  

Shareholder’s equity caption Nature of relationship 2010 2009

Dividends declared Former parent company (Note ) , -
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6 .   R E L A T E D  P A R T I E S  ( C O N T I N U E D )

L O A N  I S S U E D  T O  R E L A T E D  P A R T Y

In September 2009, the Group entered into a loan agreement for a total amount of EUR 50 million with Mr 

Dmitry Rybolovlev, the former Chairman of the Board of Directors. The loan was provided at an interest rate of 

Euro Libor + 4% for 1 year. The loan was fully repaid on 2 July 2010.

C R O S S  S H A R E H O L D I N G

As of 31 December 2010 and 31 December 2009 LLC Kama, a 100% owned subsidiary of the Group, owned 

1.17% of the ordinary shares of the Company. 

M A N A G E M E N T  C O M P E N S A T I O N

Compensation of key management personnel consists of remuneration paid to executive directors and vice-

presidents for their services in full- or part-time positions. Compensation is made up of annual remuneration 

and a performance bonus depending on operating results. 

Total key management compensation represented by short-term employee benefi ts and included in general and 

administrative expenses in the consolidated statement of income was RR 1,305 and RR 702 for the years ended 

31 December 2010 and 2009, respectively. 

The structure of total key management compensations is set out below:

2010 2009

Salary and other compensations  

Termination bonuses  -

Total key management compensations , 

The termination bonuses are presented by the one-off benefi ts paid for highly paid professionals and managers, 

who left the Company. The termination bonuses were fully paid in 2010.

7.  S E G M E N T  R E P O R T I N G

The Group identifi es the segment in accordance with the criteria set forth in IFRS 8, and based on the way the 

operations of the Company are regularly reviewed by the chief operating decision maker to analyse performance 

and allocate resources. The chief operating decision-maker has been determined as the Board of Directors. It 

was determined, that the Group has one operating segment – the extraction, production and sales of potash 

fertilisers.

The fi nancial information reported on operating segments is based on management accounts which are based 

on IFRS. 

a) Segment information for the reportable segment is set out below:

Note 2010 2009

Revenue , ,

Segment result (Net profit) , ,

Depreciation and amortisation (,) (,)

Accrual of provision for compensations  - (,)

Finance income   

Finance expense  () (,)

Income tax  (,) ( )
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7.   S E G M E N T  R E P O R T I N G  ( C O N T I N U E D )

b) Geographical information

The analysis of Group sales by region was:

2010 2009

Russia , ,

Latin America, China, India, South East Asia , ,

USA, Europe , ,

Other countries  

Total revenue , ,

The sales are allocated by region based on the destination country.

c) Major customers

The Group had no external customers which represented more than 10% of the Group’s revenues in the year 

ended 31 December 2010 (the Group had one external customer from India which represented 15% of the Group’s 

revenues in the year ended 31 December 2009).

d) In addition to above segment disclosure management is preparing additional information that splits the 

result of Potash segment activity between export potash sales, domestic potash sales and other sales. Direct Cost 

of sales and Distribution expenses are allocated proportionally based on revenues. Indirect expenses, such as 

General and administrative expenses, Other operating income and expenses and Taxes other than income tax 

are allocated between categories proportionally based on Cost of sales. Some costs are considered as unallocated 

(Loss on disposal of fi xed assets, Net results on sale of Belaruskali goods, Mine fl ooding costs, Finance income 

and expense, Income tax expense). This split for the year ended 31 December 2010 was as follows: 

Export 
potash sales

Domestic 
potash sales

Total 
potash sales

Other 
sales Unallocated Total

Tonnes (thousands) ,  , - - ,

Revenues , , , , - ,
Cost of sales (,) (,) (,) () - (,)

Distribution, general and administrative 
expenses, other operating income and 
expenses and taxes other than income tax (,) () (,) () () (,)

Operating profit/(loss) ,  ,  () ,
Mine flooding costs () ()

Finance income and expense, net () ()

Profit before income tax ,
Income tax expense (,) (,)

Segment result/Net profit ,
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7.   S E G M E N T  R E P O R T I N G  ( C O N T I N U E D )

This split for the year ended 31 December 2009 was as follows:

Export 
potash sales

Domestic
 potash sales

Total 
potash sales

Other 
sales Unallocated Total

Tonnes (thousands) ,  , - - ,

Revenues , , , , - ,
Cost of sales (,) (,) (,) () - (,)

Distribution, general and administrative 
expenses, other operating income and 
expenses and taxes other than income tax (,) (,) (,) () () (,)

Operating profit/(loss) , () ,  () ,
Mine flooding costs (,) (,)

Finance income and expense, net () ()

Profit before income tax ,
Income tax expense (,) (,)

Segment result/Net profit ,

8 .  P R O P E R T Y,  P L A N T  A N D  E Q U I P M E N T

Property, plant and equipment and related accumulated depreciation consist of the following:

Buildings

Mine 
development 

costs
Plant and 

equipment Transport
Assets under 
construction Other Land Total

Cost

Balance as of 
 December  , , , , ,   ,
Additions - - -  , - - ,
Transfers ,  , - (,)   -
Disposals () () () (,) (,) () - (,)
Balance as of 
 December  , , , , ,   ,

Accumulated Depreciation

Balance as of 
 December  , , , , -  - ,
Depreciation charge   ,  -  - ,
Disposals () () () () - () - ()
Balance as of 
 December  , , , , -  - ,

Net Book Value

Balance as of 
 December  , , , , ,   ,
Balance as of 
 December  , , , , ,   ,
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8 .   P R O P E R T Y ,  P L A N T  A N D  E Q U I P M E N T  ( C O N T I N U E D )

Buildings

Mine 
development 

costs
Plant and 

equipment Transport
Assets under 
construction Other Land Total

Cost

Balance as of 
 December  , , , , ,   ,
Additions - - -  , - - ,
Transfers   , , (,)   -
Disposals () () () () () () - ()
Balance as of 
 December  , , , , ,   ,

Accumulated Depreciation

Balance as of 
 December  , , , , -  - ,
Depreciation charge   ,  -  - ,
Disposals () () () () - () - ()
Balance as of 
 December  , , , , -  - ,

Net Book Value

Balance as of 
 December  , , , , ,   ,
Balance as of 
 December  , , , , ,   ,

D E P R E C I A T I O N

For the year ended 31 December 2010 and 2009, respectively, the depreciation was allocated to statement of 

income as follows:

Note 2010 2009

Cost of sales  , ,

Distribution costs (including transhipment activities – Note .)  

General and administrative expenses   

Loss on disposal of property, plant and equipment  

Total depreciation expense , ,

In 2010 the Group incurred depreciation amounting to RR 173 (2009: RR 92), directly related to the 

construction of new fi xed assets. These expenses were capitalised on the consolidated statement of fi nancial 

position in accordance with the Group accounting policy and included in assets under construction.

F U L L Y  D E P R E C I A T E D  A S S E T S  S T I L L  I N  U S E

As of 31 December 2010 and 31 December 2009 the gross carrying value of fully depreciated property, plant 

and equipment still in use was RR 7,686 and RR 7,072, respectively. 

A S S E T S  P L E D G E D  U N D E R  L O A N  A G R E E M E N T S 

As of 31 December 2010 and 31 December 2009 the carrying value of property, plant and equipment pledged 

under bank loans was RR 3,987 and RR 6,729 (Note 16), respectively. 
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9 .  I N V E S T M E N T S  I N  S U B S I D I A R Y  A N D  J O I N T L Y  C O N T R O L L E D 
E N T I T I E S

I N V E S T M E N T  I N  J O I N T L Y  C O N T R O L L E D  E N T I T Y

The Company has a 50% interest in JSC Belarusian Potash Company (“BPC”) – the remaining 50% is divided 

between Belaruskali (which owns 45%) and Belorussian Railways (which owns 5%). According to BPC’s charter, all 

shareholders meeting decisions may be taken only with a majority of 75%. Therefore, BPC operations are under 

the joint control of Belaruskali and the Company (the “Participants”). BPC’s principal activity is marketing and 

exporting as an agent potash fertilisers produced by the participants. 

BPC’s charter provides for separate accounting of the operations of each participant, including separate 

accounting for the sales of the participants’ goods and the related cost of sale and distribution costs. Administrative 

expenses incurred by BPC are currently shared as follows: not more than 69% on Belaruskali operations, and 

not less than 31% on Group operations. The actual proportion depends on the volume of goods sold by each 

participant through BPC. 

The distribution of net income to each participant is made on the basis of their relevant results after deducting 

administrative costs, unless both participants decide not to distribute. Group’s operations through BPC, assets and 

the Group’s liabilities located in BPC in which the Group has a direct interest are included in these consolidated 

fi nancial statements. The consolidated statement of income refl ects the revenue from sales by BPC of Uralkali’s 

products, together with the related costs of sales, distribution and administrative costs.

I N V E S T M E N T S  I N  S U B S I D I A R I E S

In May 2010 the Group sold a 51% share in LLC Poliklinika Uralkali-Med that provided healthcare services to 

the Group, for a consideration of RR 8 with RR 6 gain on disposal, recognised in the consolidated statement of 

income. The Group retained a 49% share in LLC Poliklinika Uralkali-Med and as of 31 December 2010 classifi ed 

this investment as associate.

On 19 July 2010 the Group sold the entire share capital of Sophar Property Holding Inc. for net proceeds of 

RR 3,948 (US$ 129,600,000). The main identifi able assets of this subsidiary consisted of two corporate business 

jets. The gain on disposal reported on the sale was RR 14 (US$ 469,823). 

10 .  I N T A N G I B L E  A S S E T S
 Software Other Total

Cost as of  January    
Accumulated amortisation () - ()
Carrying amount as of  January    

Additions   

Amortisation charge () - ()

Cost as of  December    
Accumulated amortisation () - ()
Carrying amount as of  December    

Additions   

Amortisation charge () - ()

Cost as of  December    
Accumulated amortisation () - ()
Carrying amount as of  December    
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1 0 .  I N T A N G I B L E  A S S E T S  ( C O N T I N U E D )

The balances of intangible assets reported in these consolidated fi nancial statements as of 31 December 2010 

and 2009 respectively mainly represent management information and accounting system costs and fees charged 

by an external consultant for the installation of this software. The costs of the software are amortised over a period 

not exceeding fi ve years. Other intangible assets are mainly represented by licenses (Note 1). 

11 .  I N V E N T O R I E S

Inventories consist of the following:

2010 2009

Raw materials , ,

Finished products , ,

Work in progress  

Total inventories , ,

As of 31 December 2010 no circulating fi nished goods were pledged as security for bank loans (31 December 

2009: 227) (Note 16).

1 2 .  T R A D E  A N D  O T H E R  R E C E I VA B L E S
 2010  2009

Trade receivables , ,

Other accounts receivable  

Less: provision for impairment of trade and other receivables () ()

Total financial receivables , ,

VAT recoverable , ,

Other taxes receivable , ,

Advances to suppliers  

Insurance expenses prepaid  

Other prepayments  

Total trade and other receivables , ,

As of 31 December 2010 trade receivables of RR 2,920 (31 December 2009: RR 1,239), net of provision for 

impairment, were denominated in foreign currencies. 68% of this balance was denominated in US$ (31 December 

2009: 68%) and 32% was denominated in Euro (31 December 2009: 32%). Management believes that the fair value 

of accounts receivable does not differ signifi cantly from their carrying amount.

Movements on the provision for impairment of trade and other receivables are as follows:

 2010 2009

Trade receivables
Other 

receivables
Trade 

receivables
Other 

receivables

As of  January () () () ()
Provision accrued () () () ()

Provision reversed    

Provision written-off   - 

As of  December () () () ()

The accrual and reversal of the provision for impaired receivables have been included in other operating 

expenses in the consolidated statement of income (Note 23). Amounts charged to the provision account are 

generally written off when there is no expectation of recovering additional cash. 
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1 2 .  T R A D E  A N D  O T H E R  R E C E I V A B L E S  ( C O N T I N U E D )

Analysis by credit quality of trade and other receivables is as follows:

  2010 2009
Trade receivables Other receivables Trade receivables Other receivables

Current and not impaired

Customers from developed countries , -  

Customers from developing countries , -  

Domestic customers    

Total current and not impaired ,  , 

Past due but not impaired

less than  days overdue    -

 to  days overdue   - 

over  days overdue   - -

Total past due but not impaired    

Determined to be impaired (gross)

 to  days overdue    -

over  days overdue    

Total gross amount of impaired accounts 
receivables    
Total financial receivables (gross) ,  , 

Less impairment provision () () () ()

Total financial receivables ,  , 

As of 31 December 2010 no trade and other receivables were pledged as collateral (31 December 2009: nil).

1 3 .  C A S H  A N D  C A S H  E Q U I VA L E N T S

Cash and cash equivalents comprise the following:

 2010  2009

RR denominated cash on hand and bank balances (interest rate: 
from .% p.a. to % p.a. (: from .% p.a. to .% p.a.))  

US$ denominated bank balances , ,

EUR denominated bank balances  

Other currencies denominated balances  

US$ term deposits (interest rate: from .% p.a. to .% p.a. (: .% p.a.)) , 

EUR term deposits (interest rate: from .% p.a. to .% p.a. (: from % to % 
p.a.)) , 

RR term deposits (interest rate: from .% p.a. to % p.a. (: from % to % p.a.))  

Cash and cash equivalents, net of restricted cash , ,

Restricted cash

Term bank deposits (.% p.a. (: .% p.a.)  

Total restricted cash  
Total cash and cash equivalents , ,

Term deposits, except those included in restricted cash, as at 31 December 2010 have various original maturities 

but may upon request be withdrawn without any restrictions. 
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14 .  S H A R E H O L D E R S ’  E Q U I T Y 
Number of ordinary shares 

(in millions) Ordinary shares Treasury shares Total

At  January  ,  () 

At  December  ,  () 

At  January  ,  () 

At  December  ,  () 

The number of unissued authorised ordinary shares is 1,500 million (31 December 2009: 1,500 million) with 

a nominal value per share of 0.5 Roubles. All shares stated in the table above have been issued and fully paid.

Treasury shares. As of 31 December 2010 treasury shares comprise 24,868,944 ordinary shares of the Company 

(31 December 2009: 24,868,944) with a nominal value per share of 0.5 Roubles owned by LLC Kama, a wholly 

owned subsidiary of the Group (Note 6). These ordinary shares carry voting rights in the same proportion as other 

ordinary shares. Voting rights of ordinary shares of the Company held by entities within the Group are effectively 

controlled by the management of the Group. 

Profi t distribution. In accordance with Russian legislation, the Company distributes profi ts as dividends or 

transfers them to reserves (fund accounts) on the basis of fi nancial statements prepared in accordance with 

Russian Accounting Rules. 

The Company’s statutory accounting reports are the basis for profi t distribution and other appropriations. 

Russian law identifi es net profi t as the basis of distribution. For the year ended 31 December 2010, the current 

period net statutory profi t for the Company as reported in the published annual statutory reporting forms was 

RR 14,469 (for the year ended 31 December 2009: RR 1,153) and the closing balance of the accumulated profi t 

including the current period net statutory profi t totalled RR 44,527 (31 December 2009: RR 33,643). However, this 

legislation and other statutory laws and regulations are open to legal interpretation and accordingly management 

believes at present that it would not be appropriate to disclose the amount of the distributable reserves in these 

consolidated fi nancial statements.

Dividends. In June 2010 the General Meeting of Shareholders of the Company approved dividends (based on 

the fi nancial results for the year ended 31 December 2009) amounting to RR 3,611 (1.70 Roubles per share). The 

total amount of dividends attributable to treasury shares has been eliminated. All dividends are declared and 

paid in Russian Roubles.

1 5 .  M I N E  F L O O D I N G  P R O V I S I O N S
 Note 2010 2009

Balance as of  January , ,
Utilisation of provision for compensations  - (,)

Accrual of provision for compensations ,  - ,

Balance as of  December  , ,

16 .  B O R R O W I N G S
 2010  2009

Bank loans , ,

Long-term company loans  

Finance lease payable  

Total borrowings , ,
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16 .  B O R R O W I N G S  ( C O N T I N U E D )

As of 31 December 2010 and 31 December 2009 the fair value of the current and non-current borrowings is 

not materially different from their carrying amounts.

The Group does not apply hedge accounting and has not entered into any hedging arrangements in respect 

of its interest rate exposures.

2010 2009

Balance as of  January , ,
Bank loans received, denominated in US$ , ,

Bank loans received, denominated in RR - 

Bank loans repaid, denominated in US$ (,) (,)

Bank loans repaid, denominated in RR () ()

Interest accrued  

Interest paid () ()

Recognition of syndication fees () ()

Amortisation of syndication fees  

Currency translation difference  

Balance as of  December , ,

The table below provides interest rates as of 31 December 2010 and 31 December 2009 and the split of the bank 

loans into short- and long-term.

S H O R T - T E R M  B O R R O W I N G S

Interest rates 2010 2009

Bank loans in US$ – floating interest

From  month Libor +.% to  month 
Libor +.% (: from  month Libor 
+.% to  month Libor +.%) , ,

Bank loans in RR – fixed interest : % - 

Total short-term bank loans , ,

L O N G - T E R M  B O R R O W I N G S

Interest rates 2010 2009

Bank loans in US$ – floating interest

From  month Libor +.% to  month Libor 
+.% (: from  month Libor +.% to  
month Libor +.%) , ,

Total long-term bank loans , ,

US$ denominated bank loans bear a weighted average interest of 3.40% (31 December 2009: 2.49%).

As of 31 December 2010 and 31 December 2009, loans (including short-term borrowings) were guaranteed by 

the collateral of property, plant and equipment (Note 8). As of 31 December 2010 no bank loans were collateralised 

by fi nished goods (31 December 2009: RR 455 (Note 11)).

Bank loans of RR 11,253 (31 December 2009: RR 5,673) were collateralised by future export proceeds of the 

Group under sales contracts with certain customers acceptable to the banks. 

The Group’s bank borrowings mature as follows:

2010 2009

- within  year , ,

- between  and  years , ,

Total bank loans , ,
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16 .  B O R R O W I N G S  ( C O N T I N U E D )

In December 2009 OJSC BBT entered into the new fi nancial lease agreement with Federal State Unitary 

Enterprise Rosmorport (“FSUE Rosmorport”) for 49 years. Under this agreement, BBT has leased berth No. 106 

and renegotiated the lease terms for berth No. 107. As of 31 December 2010 the leased berths were included in 

buildings, with a net book value of RR 466 (31 December 2009: RR 476).

Minimum lease payments under fi nance leases and their present values are as follows:

2010 2009

- within  year  

- between  and  years  

- after  years , ,

Minimum lease payments at the end of the year , ,
Less future finance charges (,) (,)

Present value of minimum lease payments  

17.  T R A D E  A N D  O T H E R  PA Y A B L E S
2010 2009

Trade payables , ,

Accrued liabilities  

Dividends payable  

Other payables  

Total financial payables , ,

Accrued liabilities  

Advances received  

Deferred consideration of subsidiary acquisition  

Other payables  

Total trade and other payables , ,

18 .  R E V E N U E S
2010 2009

Export 
Potassium chloride , ,

Potassium chloride (granular) , ,

Domestic
Potassium chloride , ,

Other  

Transportation and other revenues , ,

Total revenues , ,

In March 2008, the Government of the Russian Federation introduced duties, effective from April 2008 until 

April 2009, on the export of potassium chloride outside the CIS Customs Union. The duty applicable to Uralkali’s 

potassium chloride was 5% of the declared customs value, which the Group charged on almost all of the Group’s 

potassium chloride exports. Export revenues were shown net of the abovementioned duties, which amounted 

during the year ended 31 December 2009 to RR 267. No duties on the export of potassium chloride outside the 

CIS Customs Union were applicable during the year ended 31 December 2010.
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19 .  C O S T  O F  S A L E S
Note 2010 2009

Depreciation  , ,

Labour costs  , ,

Fuel and energy , ,

Materials and components used , ,

Repairs and maintenance , ,

Transportation between mines by railway  

Utilities  

Change in work in progress, finished goods and goods in transit () ()

Other costs  

Total cost of sales , ,

Expenses of RR 124 (for the year ended 31 December 2009: RR 45) related to transportating ore between mines 

by automotive transport were incurred by CJSC Autotranskali, a 100% subsidiary of the Group, and are mainly 

included in labour costs, materials and components used and fuel and energy costs. 

2 0 .  D I S T R I B U T I O N  C O S T S
Note 2010 2009

Freight , ,

Railway tariff , ,

Transport repairs and maintenance  

Transhipment  

Depreciation  

Labour costs   

Commissions  

Travel expenses  

Other costs  

Total distribution costs , ,

2 1 .  G E N E R A L  A N D  A D M I N I S T R A T I V E  E X P E N S E S
Note 2010 2009

Labour costs  , ,

Consulting, audit and legal services  

Depreciation   

Repairs and maintenance  

Security  

Mine-rescue crew  

Insurance  

Travel expenses  

Amortisation of intangible assets   

Communication and information system services  

Bank charges  

Other expenses  

Total general and administrative expenses , ,
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2 2 .  L A B O U R  C O S T S
Note 2010 2009

Labour costs – Cost of sales  , ,
Wages, salaries, bonuses and other compensations , ,

Contributions to social funds  

Post employment benefits   ()

Labour costs – Distribution costs   
Wages, salaries, bonuses, other compensations and 
contributions to social funds  

Labour costs – General and administrative expenses  , ,
Wages, salaries, bonuses and other compensations , ,

Contributions to social funds  

Post employment benefits   ()

Total labour costs , ,

2 3 .  O T H E R  O P E R A T I N G  I N C O M E  A N D  E X P E N S E S
Note 2010 2009

Social cost and charity  ,

Loss on disposal of fixed assets  

Provision for impairment of receivables  () ()

Net result on sale of Belaruskali goods () ()

Other expenses, net  

Total other operating income and expenses  ,

The Group entered into a sales agreement with BPC for processing the sales of Belaruskali goods through 

Uralkali Trading SA in 2010 and 2009, respectively, in order to overcome certain drawbacks in Belarusian export 

legislation. 

2 4 .  F I N A N C E  I N C O M E  A N D  E X P E N S E

The components of fi nance income and expense were as follows:

2010 2009

Interest income  

Fair value gains on investments  

Other financial income - 

Finance income  

2010 2009

Interest expense  

Finance lease expense  

Foreign exchange loss, net  

Fair value losses on investments  -

Letters of credit fees  

Finance expense  ,

Interest expense in total amount of RR 29 was capitalised for the year ended 31 December 2010 (for the year 

ended 31 December 2009: nill). The capitalisation rate was 3.49%.
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2 5 .  M I N E  F L O O D I N G  C O S T S

Mine fl ooding costs include costs associated with fl ooding at Mine 1 (Note 5): 

Note 2010 2009

Monitoring costs  

Accrual of provision for compensations ,  - ,

Total mine flooding costs  ,

2 6 .  I N C O M E  T A X  E X P E N S E 
2010 2009

Current income tax expense , ,

Deferred income tax  

Income tax expense , ,

Income before taxation and non-controlling interests for fi nancial reporting purposes is reconciled to tax 

expense as follows:

2010 2009

Profit before income tax , ,

Theoretical tax charge at effective statutory rates , ,

Tax effect of items which are not deductible or assessable for taxation purposes  

Difference in tax rates () ()

Other () 

Consolidated tax charge , ,

Most companies of the Group were taxed at rates of 15.5% on taxable profi ts in the Russian Federation, the 

Perm region, for 2010 and 2009 respectively. 

Domestic deferred income tax has been computed in these consolidated fi nancial statements using the rate 

expected to apply in future periods (i.e. 15.5%). Deferred taxes in other countries were computed applying 

respective national income tax rates.

31 December 
2010

31 December 
2009

Disposal of 
subsidiary

2010

(Charged)/credited 
 to profi t or loss

2010

(Charged)/credited
 to profi t or loss

2009
Tax effects of taxable temporary differences:
Property, plant and equipment () () - () ()
Investments () () -  -
Inventories () () - () ()
Borrowings () () -  ()
Accounts receivable - () -  ()

() () - () ()

Tax effects of deductible temporary differences:
Finance lease   - - 
Accounts receivable  - -  -
Accounts payable   -  ()
Inventories - - - - ()
Tax loss carry forward   - () 
Disposal of subsidiary -  () - -
Other   - () 

  () () 

Deferred income tax expense () ()
Total net deferred income tax liability () ()
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2 6 .  I N C O M E  T A X  E X P E N S E  ( C O N T I N U E D )

31 December 2010 31 December 2009

Reflected in the statement of financial position as follows:
Deferred income tax asset  

Deferred income tax liability () ()

Deferred income tax liability, net () ()

The Group has not recognised a deferred income tax liability in respect of temporary differences associated 

with investments in subsidiaries in the amount of RR 12,697 (31 December 2009: RR 10,921). The Group controls 

the timing of the reversal of these temporary differences and does not expect their reversal in the foreseeable 

future. 

2 7.  P O S T  E M P L O Y M E N T  B E N E F I T S  O B L I G A T I O N S

In addition to statutory pension benefi ts, the Company also has several post-employment benefi t plans, which 

cover most of its employees.

The Company provides fi nancial support of a defi ned benefi t nature to its pensioners. The plans provide for 

the payment of retirement benefi ts starting from the statutory retirement age, which is currently 55 for women 

and 60 for men. The amount of benefi t depends on a number of parameters, including the length of service 

in the Company at retirement. The benefi ts do not vest until and are subject to the employee retiring from the 

Company on or after the above ages. This plan was introduced in the Collective Bargaining Agreement concluded 

in 2007. 

The Company further provides other long-term employee benefi ts such as lump-sum payments upon death of 

its current employees and pensioners and a lump-sum payment upon retirement of a defi ned benefi t nature. 

As of 31 December 2010 and 31 December 2009 the net liabilities of the defi ned benefi t plan and other post-

employment benefi t plans comprised the following:
2010 2009

Present value of defined benefit obligations (DBO)  
Present value of unfunded obligations  

Unrecognised past service cost () ()

Post employment benefits obligations  

The amount of net expense for the defi ned benefi t pension plans recognised in the consolidated statement 

of income (Note 22) was as follows:

2010 2009

Current service cost  

Interest cost  

Net actuarial gains recognised during the year () ()

Amortisation of past service cost  

Post employment benefits  ()
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2 7.  P O S T  E M P L O Y M E N T  B E N E F I T S  O B L I G A T I O N S  ( C O N T I N U E D )

The movements in the liability for post-employment benefi t plans were as follows:

2010 2009

Present value of defined benefit obligations (DBO) as of  January  
Service cost  

Interest cost  

Actuarial gain () ()

Past service cost  -

Benefits paid () ()

Present value of defined benefit obligations (DBO) as of  December  

As of 31 December 2010 and 2009, respectively, the principal actuarial assumptions for the post-employment 

benefi t plans were as follows:

2010 2009

Discount rate .% .%

Salary increase .% .%

Inflation .% .%

Benefits increase (fixed-amount) .% .%

Mortality tables Russia (-) Russia (-)

Net defi cit on the post-employment benefi t plans and the number of experience adjustments for the years ended

31 December 2010 and 2009, respectively, were as follows:

2010 2009

Present value of defined benefit obligations (DBO)  

Deficit in plan  
Losses/(gains) arising of experience adjustments on plan liabilities  ()

2 8 .  E A R N I N G S  P E R  S H A R E 

Basic earnings per share are calculated by dividing the net profi t attributable to equity holders of the Company by 

the weighted average number of ordinary shares in issue during the year, excluding treasury shares (Note 14). 

The Company has no dilutive potential ordinary shares: therefore, the diluted earnings per share equal the 

basic earnings per share.

 2010 2009

Net profit , ,

Weighted average number of ordinary shares in issue (millions) , ,

Basic and diluted earnings per share (expressed in RR per share) . .

2 9 .  C O N T I N G E N C I E S ,  C O M M I T M E N T S  A N D  O P E R A T I N G  R I S K S

i  L E G A L  P R O C E E D I N G S

From time to time and in the normal course of business, claims against the Group are received. On the basis 

of its own estimates and both internal and external professional advice, the management is of the opinion that 

there are no current legal proceedings or other claims outstanding that could have a material effect on the result 

of operations or fi nancial position of the Group which have not been accrued or disclosed in these consolidated 

fi nancial statements.
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2 9 .  C O N T I N G E N C I E S ,  C O M M I T M E N T S  A N D  O P E R A T I N G  R I S K S  ( C O N T I N U E D )

i   L E G A L  P R O C E E D I N G S  ( C O N T I N U E D )

Between September and November 2008, a number of purported class action lawsuits were fi led in US federal 

district courts in Minnesota and Illinois. Class actions are civil lawsuits typically fi led by a plaintiff seeking money 

damages on behalf of the named plaintiff and all others who are similarly situated. The plaintiffs in the suits fi led 

in Minnesota and Illinois are various corporations and individuals who have fi led the suits purportedly on behalf 

of all direct and indirect purchasers of potash from one of the defendants in the United States. The complaint 

alleges price fi xing violations of the US Sherman Act since 1 July 2003. The Company and BPC (Note 9) were 

listed among the defendants, as well as certain other potash producers. The plaintiffs in the suits have not claimed 

any specifi c amount in damages, and it is premature at this time to assess the Group’s potential exposure to the 

plaintiffs’ claims. The management of the Group believes that these suits have no merit and the Group intends 

to defend its position vigorously. 

At the end of 2009 the Federal Antimonopoly Service (FAS) concluded that the Company violated Clause 1 Part 

1 Article 11 of the Federal Law On Protection of Competition (coordinated actions restricting competition). FAS 

adopted a respective resolution and prescription and initiated administrative proceedings against the Company. 

In June 2010 FAS issued a decision to impose a fi ne on the Company in the amount of RR 104. The Company 

challenged the resolution and the prescription in the court of Moscow. The arbitration court of the fi rst instance 

has dismissed the Company’s petition. The Company challenged the decision of the court in the arbitration court 

of appeal. On 14 December 2010 the arbitration court of appeal sustained the Company’s appeal. This decision 

comes into force from the date of the ruling and can be challenged in the arbitration court during subsequent 

two months. Also the Company has challenged the decision of FAS to impose a fi ne in the court of Perm region. 

The proceedings were stayed until the court decision comes into force. The Company’s management estimates 

the possibility of this liability to crystallise as “possible” and accordingly has not recognised any provisions in 

respect of this risk.

On the basis of its own estimates, as well as both internal and external professional advice, the management 

is of the opinion that no material losses will be incurred in respect of these claims.

i i  T A X  L E G I S L A T I O N

Russian tax, currency and customs law are subject to varying interpretations and changes, which can occur 

frequently. The management’s interpretation of such laws as applied to the Group’s transactions and activity of 

the Group may be challenged by the relevant regional and federal authorities. 

The Russian tax authorities may be taking a more aggressive position in their interpretation of the law and 

assessments, and it is possible that transactions and activities that have not been challenged in the past may now 

or in the future be challenged. This includes them following guidance from the Supreme Arbitration Court 

for anti-avoidance claims based on reviewing the substance and business purposes of the transactions, and it is 

possible that this will signifi cantly increase the level and frequency of scrutiny from the tax authorities. As a result, 

signifi cant additional taxes, penalties and interest may be assessed. Fiscal periods remain open to review by the 

authorities in respect of taxes for three calendar years proceeding the year of review. Under certain circumstances, 

reviews may cover longer periods.

Russian transfer pricing legislation provides the possibility for the tax authorities to make transfer pricing 

adjustments and impose additional tax liabilities in respect of certain controllable transactions, provided that 

the tax authorities prove that the transaction price established by the parties deviates by more than 20% from 

the market price. Controllable transactions include transactions with interdependent parties under the Russian 

Tax Code, all cross-border transactions (irrespective of whether they are performed between related or unrelated 

parties), transactions where the price applied by a taxpayer deviates by more than 20% from the price applied 

in similar transactions by the same taxpayer within a short period of time. There is no formal guidance as to 

how these rules should be applied in practice. In the past, arbitration court practice in this respect has been 

contradictory.
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2 9 .  C O N T I N G E N C I E S ,  C O M M I T M E N T S  A N D  O P E R A T I N G  R I S K S ( C O N T I N U E D )

i i   T A X  L E G I S L A T I O N  ( C O N T I N U E D )

Tax liabilities arising from intercompany transactions are determined using actual transaction prices. It is 

possible, with the evolution of the interpretation of transfer pricing rules in the Russian Federation and the 

changes in the approach of the Russian tax authorities, that such transfer prices could potentially be challenged 

in the future. Given the nature of the current Russian transfer pricing rules, the impact of any such challenge 

cannot be reliably estimated; however, it may be signifi cant.

The Group’s management believes that its interpretation of the relevant legislation is appropriate and that the 

Group’s tax, currency legislation and customs positions will be sustained. Accordingly, as of 31 December 2010 and

31 December 2009, no provision for potential tax liabilities had been recorded. Management will continue to 

monitor the situation as legislation and practice evolve in the jurisdictions in which the Group operates.

i i i  I N S U R A N C E  P O L I C I E S

The Company generally enters into insurance agreements when it is required by statutory legislation. The 

insurance agreements do not cover the risks of damage to third parties’ property resulting from the Group’s 

underground activities and the risks refl ected in Note 5; therefore, no losses from the fl ooding of Mine 1 are 

expected to be compensated. 

i v  E N V I R O N M E N T A L  M A T T E R S

The enforcement of environmental regulation in the Russian Federation is evolving and the enforcement 

posture of government authorities is continually being reconsidered. The Group periodically evaluates its 

obligations under environmental regulations. In the current enforcement climate under existing legislation, 

management believes that there are no signifi cant liabilities for environmental damage due to legal requirements 

except for those mentioned in Note 5. The Company’s mining activities and the recent mine fl ooding may cause 

subsidence that may affect the Company’s facilities, and those of the city of Berezniki, state organisations and 

others. 

v  O P E R A T I N G  E N V I R O N M E N T  O F  T H E  G R O U P

Whilst there have been improvements in economic trends in the Russian Federation, the country continues to display 

certain characteristics of an emerging market. These characteristics include, but are not limited to, the existence of 

a currency that is in practice not convertible in most countries outside of the Russian Federation and relatively 

high infl ation. The tax, currency and customs legislation within the Russian Federation is subject to varying 

interpretations, and changes, which can occur frequently.

The future economic direction of the Russian Federation is largely dependent upon the effectiveness of 

economic, fi nancial and monetary measures undertaken by the Government, together with tax, legal, regulatory, 

and political developments.

Management is unable to reliably determine the effects on the Group’s future fi nancial position of any further 

deterioration in the Group’s operating environment. It believes it is taking all necessary measures to support the 

sustainability and growth of the Group’s business in the current circumstances. 

v i  C A P I T A L  E X P E N D I T U R E  C O M M I T M E N T S

As of 31 December 2010 the Group had contractual commitments for the purchase of property, plant and 

equipment from third parties for RR 5,508 (31 December 2009: RR 5,012).

The Group has already allocated the necessary resources in respect of these commitments. The Group believes 

that future net income and funding will be suffi cient to cover these and any similar such commitments.
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2 9 .  C O N T I N G E N C I E S ,  C O M M I T M E N T S  A N D  O P E R A T I N G  R I S K S ( C O N T I N U E D )

v i i  G U A R A N T E E S 

Guarantees are irrevocable assurances that the Group will make payments in the event that another party 

cannot meet its obligations. As of 31 December 2010 the Group issued guarantees in favour of third parties in 

the amount of RR 23 (31 December 2009: RR 3).

3 0 .  F I N A N C I A L  R I S K  M A N A G E M E N T

3 0 . 1 .  F I N A N C I A L  R I S K  F A C T O R S

The Group’s activities expose it to a variety of fi nancial risks: market risk (including currency risk, fair value 

interest rate risk, cash fl ow interest rate risk and price risk), credit risk and liquidity risk. Overall risk management 

procedures adopted by the Group focus on the unpredictability of fi nancial and commodity markets and seek to 

minimise potential adverse effects on the Group’s fi nancial performance. 

(a) Market risk
(i) Foreign exchange risk

Foreign exchange risk arises when future commercial transactions or recognised assets or liabilities are 

denominated in a currency that is different from the functional currency of the companies of the Group.

The Group operates internationally and exports approximately 87% of potash fertilisers produced. As a 

result the Group is exposed to foreign exchange risk arising from various currency exposures. Export sales are 

denominated in a hard currency, namely in US$ or Euro. The Group maintains a balance between US$ and Euro 

sales in order to mitigate the risk of US$/Euro exchange rate fl uctuations. The Company is exposed to the risk 

of RR/US$ and RR/Euro exchange rates fl uctuations: however the Company is currently benefi ting from weak 

exchange rate of the Rouble against the US$ and Euro, since all the Company’s major expenses are denominated 

in Roubles. 

As of 31 December 2010, if the RR had weakened/strengthened by 10% against the US$ and Euro with all other 

variables held constant, the post-tax profi t for the year would have been RR 384 higher/lower (31 December 2009: 

RR 722 lower/higher), mainly as a result of foreign exchange gains/losses on the translation of US$ and Euro 

denominated trade receivables, cash in bank, deposits and foreign exchange losses/gains on the translation of 

US$ denominated borrowings.

(ii) Price risk

The Group is not exposed to commodity price risk, since the Group does not enter in any operations with 

fi nancial instruments whose value is exposed to the value of commodities traded on the public market. 

(iii) Interest rate risk

The Group’s income and operating cash fl ows are exposed to market interest rates changes. The Group is 

exposed to fair value interest rate risk through market value fl uctuations of interest bearing short- and long-term 

borrowings, whose interest rates comprise a fi xed component. Borrowings issued at variable rates expose the 

Group to cash fl ow interest rate risk (Note 16). The Group has interest-bearing assets which are at fi xed interest 

rates (Note 13). 

The objective of managing interest rate risk is to prevent losses due to adverse changes in market interest rate 

level. The Group analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking 

into consideration refi nancing, the renewal of existing positions and alternative fi nancing.
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3 0 .  F I N A N C I A L  R I S K  M A N A G E M E N T  ( C O N T I N U E D )

3 0 . 1 .  F I N A N C I A L  R I S K  F A C T O R S  ( C O N T I N U E D )

(a)  M A R K E T  R I S K  ( C O N T I N U E D ) 

( i i i )  I N T E R E S T  R A T E  R I S K  ( C O N T I N U E D )

As of 31 December 2010, if Libor rates on US$ denominated borrowings had been 100 basis points higher/

lower with all other variables held constant, post-tax profi t for the year would have been RR 113 (31 December 

2009: RR 130) lower/higher, mainly as a result of higher/lower interest expense on fl oating rate borrowings. 

(b) Credit risk
Credit risk arises from the possibility that counterparties to transactions may default on their obligations, 

causing fi nancial losses for the Group. The objective of managing credit risk is to prevent losses of liquid funds 

deposited with or invested in such counterparties. Financial assets, which potentially subject Group entities to 

credit risk, consist primarily of trade receivables, cash and bank deposits. The maximum exposure to credit 

risk resulting from fi nancial assets is equal to the carrying amount of the Group’s fi nancial assets – RR 18,050 

(31 December 2009: RR 9,783).

The Group is exposed to concentrations of credit risk. As of 31 December 2010 the Group had eight counterparties 

(31 December 2009: two counterparties) with aggregated receivables balances above RR 100. The total aggregate 

amount of these balances was RR 2,173 (31 December 2009: RR 448) or 65% of the gross amount of fi nancial trade 

and other receivables (31 December 2009: 24%). Cash and short-term deposits are placed in banks and fi nancial 

institutions, which are considered at the time of deposit to have minimal risk of default. The Group has no other 

signifi cant concentrations of credit risk.

Trade receivables are subject to a policy of active credit risk management which focuses on an assessment 

of ongoing credit evaluation and account monitoring procedures. The objective of the management of trade 

receivables is to sustain the growth and profi tability of the Group by optimising asset utilisation while at the same 

time maintaining risk at an acceptable level. 

The effective monitoring and controlling of credit risk is performed by the Group’s corporate treasury function. 

The credit quality of each new customer is analysed before the Group enters into contractual agreements. The 

credit quality of customers is assessed taking into account their fi nancial position, past experience, country of 

origin and other factors. The management believes that the country of origin is one of the major factors affecting 

a customer’s credit quality and makes a corresponding analysis (Note 12). Most customers from developing 

countries are supplied on secured payment terms. 

These terms include deliveries against opened letters of credit and arrangements with banks on non-recourse 

discounting of promissory notes received from customers. Only customers from developed countries with a high 

reputation are supplied on a credit basis.

Although the collection of receivables could be infl uenced by economic factors, management believes that 

there is no signifi cant risk of loss to the Group beyond the provision already recorded (Note 12).

The table below shows the credit quality of cash, cash equivalents and letters of credit balances on the reporting 

date, based on the credit ratings of independent agency Moody’s Investor Services (for the cash balances held on 

accounts in Russia the locally tailored ratings are used) as of 31 December 2010 and 2009:

Rating 2010 2009

Aa , ,

A , 

Aaa.ru , 

Baa.ru  

B  

Aa  

Unrated*  

Total , ,

* Unrated balance contains cash on hand and other cash equivalents.
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3 0 .  F I N A N C I A L  R I S K  M A N A G E M E N T  ( C O N T I N U E D )

3 0 . 1 .  F I N A N C I A L  R I S K  F A C T O R S  ( C O N T I N U E D )

(c) Liquidity risk
In accordance with prudent liquidity risk management, the management of the Group aims to maintain 

suffi cient cash in order to meet its obligations. Group treasury aims to maintain suffi cient level of liquidity 

based on monthly cash fl ow budgets, which are prepared for the year ahead and continuously updated during 

the year. 

Liquidity risk is defi ned as the risk that an entity will encounter diffi culty in meeting obligations associated 

with fi nancial liabilities.

The table below analyses the Group’s fi nancial liabilities into relevant maturity groupings based on the time 

remaining from the reporting to the contractual maturity date. The amounts disclosed in the table are the 

contractual undiscounted cash fl ows at spot rates. 

Note Less than 1 year Between 2 and 5 years Over 5 years

As of  December 
Trade and other payables  , - -

Borrowings , , -

Finance leasing    ,

As of  December 
Trade and other payables  , - -

Borrowings , , -

Finance leasing    ,

3 0 . 2 .  C A P I T A L  R I S K  M A N A G E M E N T

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going 

concern, to provide returns for shareholders and benefi ts for other stakeholders and to maintain an optimal 

capital structure in order to reduce the cost of capital. The Group considers total capital to be total equity as 

shown in the consolidated statement of fi nancial position.

Consistent with others in the industry, the Group monitors capital on a debt to equity ratio basis. This ratio is 

calculated as the sum of long- and short-term bank borrowings divided by total equity. 

The debt to equity ratios as of 31 December 2010 and 31 December 2009 were as follows:

31 December 2010 31 December 2009 

Total bank borrowings (Note ) , ,

Total equity , ,

Debt to equity ratio % %

As of 31 December 2010 management has set a level of 30% debt to equity ratio as a long-term strategic goal. 

31 .  FA I R  VA L U E  O F  F I N A N C I A L  I N S T RU M E N T S

Fair value is the amount at which a fi nancial instrument could be exchanged in a current transaction between 

willing parties, other than in a forced sale or liquidation, and is best evidenced by an active quoted market price.

The estimated fair values of fi nancial instruments have been determined by the Group using available market 

information, where it exists, and appropriate valuation methodologies. However, judgement is necessarily required 

to interpret market data to determine the estimated fair value. The Russian Federation continues to display 

some characteristics of an emerging market and economic conditions continue to limit the volume of activity 

in the fi nancial markets. Market quotations may be outdated or refl ect distress sale transactions, and therefore 

not represent fair values of fi nancial instruments. Management has used all available market information in 

estimating the fair value of fi nancial instruments.
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31 .  F A I R  V A L U E  O F  F I N A N C I A L  I N S T R U M E N T S  ( C O N T I N U E D )

Financial instruments carried at fair value. Trading and available-for-sale investments are carried on the 

consolidated statement of fi nancial position at their fair value. Fair values were determined based on quoted 

market prices. 

Financial assets carried at amortised cost. The fair value of fl oating rate instruments is normally their carrying 

amount. The estimated fair value of fi xed interest rate instruments is based on estimated future cash fl ows expected 

to be received discounted at current interest rates for new instruments with similar credit risk and remaining 

maturity. Discount rates used depend on the credit risk of the counterparty. Carrying amounts of trade receivables 

approximate fair values. Cash and cash equivalents are carried at amortised cost which approximates current fair 

value.

Liabilities carried at amortised cost. The fair value is based on quoted market prices, if available. The estimated 

fair value of fi xed interest rate instruments with stated maturity, for which a quoted market price is not available, 

was estimated based on expected cash fl ows discounted at current interest rates for new instruments with similar 

credit risk and remaining maturity. The fair value of liabilities repayable on demand or after a notice period 

(“demandable liabilities”) is estimated as the amount payable on demand, discounted from the fi rst date that the 

amount could be required to be paid. Estimated fair values of borrowings are presented in Note 16. 

3 2 .  E V E N T S  A F T E R  R E P O R T I N G  D A T E

C O M B I N A T I O N  O F  T H E  O J S C  U R A L K A L I  A N D  O J S C  S I L V I N I T

On 20 December 2010 the Boards of Directors of the Company and OJSC Silvinit announce the proposed 

combination of the Company with OJSC Silvinit, creating a leader in the global potash market. 

The proposed combination will be effected through the acquisition of 1,565,151 OJSC Silvinit ordinary 

shares, representing approximately 20% of its ordinary share capital, for US$ 894.5 per ordinary OJSC Silvinit 

share, or a total cash consideration of US$ 1.4 billion, completed on 28 February 2011, and implementation of a 

statutory merger of the Company and OJSC Silvinit, through the issuance of OJSC Uralkali ordinary shares for 

the remaining ordinary and preferred share capital of OJSC Silvinit. In the proposed merger, OJSC Silvinit will 

cease to exist and OJSC Silvinit shareholders will receive 133.4 OJSC Uralkali ordinary shares for each 1 ordinary 

share in OJSC Silvinit and 51.8 OJSC Uralkali ordinary shares for each 1 preferred share in OJSC Silvinit.

On 4 February 2011 the proposed combination of the Company with OJSC Silvinit had been approved by 

shareholders of both companies voting at their Extraordinary General Shareholders Meetings. The proposed 

combination is expected to be completed in May 2011, subject to receipt of required governmental and regulatory 

approvals.

On 24 February 2011 OJSC Acron and other several OJSC Silvinit’s minority shareholders fi led a claim against 

the Company and OJSC Silvinit in the Perm Territory Arbitrage (Commercial) Court seeking to invalidate 

decisions approved by the Extraordinary General Shareholders Meeting of OJSC Silvinit on 4 February 2011, 

and the merger agreement entered into between the Company and OJSC Silvinit. 

On 28 February 2011 the Court issued a temporary injunction prohibiting the implementation of the merger 

agreement, the registration of OJSC Uralkali new share issuances and the reports on results of the share issuances, 

and the registration of OJSC Silvinit's termination upon the merger. The injunction imposed by the Court did 

not affect completion of acquisition by OJSC Uralkali of approximately 20% ordinary shares in OJSC Silvinit.

On 18 March 2011 the Court partially lifted the injunction imposed in connection with the claim. The only 

measure remaining in force by the court relates to the prohibition on the Federal Service on Financial Markets 

from registering the OJSC Uralkali share issuance and report on results of share issuance to be placed as a result 

of conversion of OJSC Silvinit shares into OJSC Uralkali shares upon completion of the merger in accordance with 

the merger agreement. OJSC Uralkali and OJSC Silvinit challenged the injuction in the Arbitration Appellate 

Court. The hearing on the appeal is scheduled for 13 April 2011.
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3 2 .   E V E N T S  A F T E R  R E P O R T I N G  D A T E  ( C O N T I N U E D )

The preliminary hearing on the merits of the claim is scheduled for 12 April 2011. Should the court's decision 

on the merits of the claims be in favour of the claimants it may hinder the merger of OJSC Uralkali and OJSC 

Silvinit.

F I N A N C I N G  O F  T H E  C O M B I N A T I O N

On 22 February 2011 the Company entered into loan facility agreement with Sberbank for approximately RR 

12 billion with a maturity of two years in conjunction with a cross-currency interest rate swap. 

On 25 February 2011 Uralkali has fi nished the placement of its debut exchange-traded bonds admitted to 

trading on 12 January 2011 for total nominal value of RR 30 billion at 8.25% p.a. with 3 years maturity. Together 

with the exchange-traded bond placement, the Company entered into a cross-currency interest rate swap 

transaction, conventing its ruble bond obligations into US$. 

The funds received as a result of bonds placement and loan facility provided to Uralkali along with interest 

rate currency swaps were used to fi nance the acquisition of approximately 20% stake in Silvinit. 

I N V E S T M E N T  I N  J O I N T L Y  C O N T R O L L E D  E N T I T I E S

In January 2011 Belaruskali sold a 0.001% share in BPC to Grodno Azot. According to the amended BPC charter 

all decisions on shareholders meeting will continued to be taken by a majority of 75%, and the BPC operations 

remained to be under joint control of Belaruskali and the Company.
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Highly-skilled employees are Uralkali’s main asset and 

the foundation for its future growth. The Company 

is, therefore, deeply committed to constantly 

improving staff training and development: Uralkali 

works closely with higher education institutions and 

funds specialist training for its employees.

S T A F F  T R A I N I N G  A N D 
D E V E L O P M E N T

In 2010, more than 6 thousand employees 

received training through various vocational 

education, professional development and career 

training programmes. 4,2 thousand managers 

and professionals, as well as about 2 thousand 

workers, were trained at various refresher courses 

and vocational education programmes. Uralkali 

sponsored vocational training and specialist higher 

education for 100 employees in 2010. The total cost of 

staff training and development was 76 million RUR, 

which is 1.7 times higher than the similar costs of the 

Company in 2009.

M A N A G E M E N T  A N D  S T A F F 
R E S E R V E  D E V E L O P M E N T

In 2010 Uralkali continued the implementation 

of its unique programme of management and staff 

reserve development which is run in cooperation with 

the St. Petersburg International Management Institute. 

236 employees, which include 23 top level managers, 

70 mid-level managers, 43 employees who comprise 

the management personnel and 100 employees of 

the line staff reserve, received training through the 

programme. In December 2010 mid-level managers 

fi nished their training, while other participants of the 

programme continue their studies.

This programme allows employees to receive sys-

tematised knowledge on business-processes and up-to-

date approaches to enterprise management as well as 

develop their business and professional skills, which are 

essential for successful management. The programme 

involves professionals at all levels, which helps to im-

prove the overall management of the Company.

C O R P O R A T E  C U LT U R E 
D E V E L O P M E N T

In 2010 Uralkali continued to focus on developing 

a goal-oriented corporate culture. The Company has 

changed its system of remuneration and introduced 

a new corporate award: “The Best Employee of the 

Year”. Based on the results of 2009, 148 employees 

received this award in the following categories: 

“Professionalism”, “Team Work”, “Transfer of 

Experience”, “Prospect”.

In November Uralkali approved its “Code of 

Corporate Culture” which refl ects the Company’s 

mission, vision and values as well as defining its 

main principles, standards, rules of conduct and 

cooperation between employees.

During 2010 the Company celebrated various 

professional holidays – Chemist’s Day, Miner’s Day, as 

well as held corporate events, the main one of which 

was the Company Day. In addition, the Company 

organised a sports contest involving 13 different 

sports, and arranged a 50% discount for its employees 

to participate in health and fi tness recreation events 

in the swimming pool and ski lodge. In 2010 Uralkali 

spent a total of 26.1 million RUR on corporate events 

and health and fi tness programmes. 

C O R P O R A T E  A N D  S O C I A L 

R E S P O N S I B I L I T Y

E M P L O Y E E S
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The production of potash fertiliser is a complex 

engineering process which requires stringent safety 

measures. Industrial safety, labour protection and 

fi re fi ghting systems are installed and in operation 

at all Uralkali’s facilities. Workplace inspections 

are conducted every year on a regular basis, and 

personnel are trained and certifi ed in the fi eld of 

industrial safety rules and standards. 

Uralkali is constantly improving its industrial 

safety systems and invests heavily in labour protection 

programmes. The Company’s expenses on labour 

safety was 107.2 million RUR in 2008, 267.4 million 

RUR in 2009, and 243.5 million RUR in 2010. 

The decrease in investment in 2010 is related to 

outsourcing of underground repairs services.

During 2010 Uralkali continued its work on 

developing and improving the monitoring of 

observation of industrial safety requirements at 

hazardous locations throughout the production 

chain. At present, over 1,200 employees have 

completed training at accredited training centres 

and are certified in industrial safety and labour 

protection.

In September 2010 the West-Urals Agency of the 

Federal Service for Environmental, Technological 

and Nuclear Supervision conducted an integrated 

inspection of labour protection and industrial safety 

at all Uralkali facilities. Following this inspection the 

Company has worked out a plan of action to tackle 

the violations that were uncovered.

The effi ciency of the Company’s efforts in labour 

protection is supported by the statistics: throughout 
the last several years Uralkali experienced a 
steady decline in the number of work-related 
injuries. Over the period from 2007 to 2010 the 
number of accidents fell by half.

In 2010 a total of 10 accidents happened 

throughout Uralkali’s operations, which is 7 

accidents fewer than in 2009. Moreover, in 2010 

accidents took place only at Berezniki-2 and 

Berezniki-4. No work-related injuries were recorded 

at Uralkali’s other operational divisions. In addition, 

in 2010 the number of fatal accidents and accidents 

that resulted in heavy injuries decreased; no group 

injuries happened.

Cause of Accident 2009 2010

Process violations  

Traffic rules violations  

Safety rules violations when operating a 
transport vehicle  

Unsatisfactory organisation of production 
process  

Personal negligence  

Other  

TOTAL:  

L A B O U R  P R O T E C T I O N  A N D  I N D U S T R I A L  S A F E T Y

Note
I. Accident frequency rate is calculated as number of reported accidents 

x 1000/average headcount of Uralkali
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Uralkali operates on the basis of strict compliance 

with the environmental protection law. The Company 

is aware of its corporate and social responsibility to 

protect the environment, and therefore, constantly 

strives to improve levels of environmental safety. All 

Uralkali’s operations are carried out in compliance 

with the regulations of the environmental protection 

law and a programme of measures to protect the 

environment is developed every year.

In 2010 the programme included 12 measures 

aimed at protecting the atmosphere and water basin; 

improving waste disposal and the internal monitoring 

systems and training staff in environmental 

protection. The Company planned to allocate about 

432 million RUR for the programme; however, 

Uralkali exceeded its targets and carried out 20 
environmental protection measures, the total cost 
of which amounted to 595 million RUR.

A I R  P R O T E C T I O N 

In 2010 the state-of-the-art drying furnace 

manufactured by Binder replaced the old gas-

jet dryers in the drying shop of Berezniki-2. The 

Company expects that it will signifi cantly decrease 

the potassium chloride and sodium chloride dust 

emissions. In addition, a new gas and dust collector 

was installed in the drying shop of Berezniki-4, 

which will increase the efficiency of air filtration 

in the facility. According to the results of 2010, the 

Company did not exceed the annual air pollution 

and emission norms. 

WA T E R  P R O T E C T I O N

Uralkali production involves significant fresh 

water consumption and water borne sewage. 

Throughout 2010 the Company conducted 

hydrological and geological monitoring of its water 

bodies to prevent negative effects of production 

facilities on underground and land surface waters. 

Biological water cleaning facilities were upgraded 

at Berezniki-2 and Berezniki-3, which helped to 

E N V I R O N M E N T

Uralkali’s Environmental Protection Costs 
mln RUR
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In 2010 the rate of discharge 
of air pollutants was 
0.281 kg per tonne of potash, 
which is 30% lower than 
the corresponding rate 
in 2009

In 2010 Uralkali’s gross air 
pollutant emissions were 
lower than the maximum 
allowed emissions almost 
by 2.5 times
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maintain the enforceable levels of water borne 

sewage disposal into the Lenva River.

The water recycling supply system at Berezniki-1 

was upgraded, which signif icantly increased 

its reliability and reduced levels of waste water. 

Construction and installation of a new mineralised 

water cooling tower as well as upgrading the existent 

fresh water cooling tower at Berezniki-4 will allow 

the Company to decrease its industrial water 

consumption by 32%.

WA S T E  U T I L I S A T I O N 

The Company is constantly working to minimise 

the surface storage of production waste. In 2010, 

potassium chloride solution of halite wastes reduced 

surface storage by almost 700 thousand tonnes. In 

addition, over 200 thousand tonnes of clay-salt mud 

was deposited underground at Berezniki-4.

Throughout 2010 the Company carried out the 

utilisation of 1–4 class hazard wastes. In addition, the 

Company developed a project to construct sites for 

temporary waste storage at the mines and has started 

its realisation which will prevent soil and surface 

water pollution.

Waste water removal at Uralkali amounted to 

2,195 thousand m3 in 2010, which is 18% lower than 

the rate of waste water removal in 2009, and 40% 

lower than the permissible limit.

In 2010 the rate of industrial 
water discharge intensity 
was 1.2 m3 per tonne 
of potash, which is by 32% 
lower than the corresponding 
rate in 2009

Waste Water discharge 
intensity at Uralkali 
diminished by almost 
2.4 times — from 1.02 m3 for 
a tonne in 2009 to 0.43 m3 
for a tonne in 2010
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Uralkali aims to be one of the most attractive 

employers in the Russian mining industry. One 

of the Company’s main priorities is to provide 

assistance and support, as well as additional benefi ts 

and social services to its employees. The Company 

believes that motivating its employees is essential 

for improving effi ciency and productivity. In 2010 

the Company allocated more than 283 million RUR 

for implementing social programmes for its staff 

which include a housing programme, health care 

and rehabilitation, etc. 

In 2010 Uralkali continued to participate in 

social projects in Berezniki where the Company’s 

production facilities are located. The Company 

allocated 54 million RUR for implementation of 

these projects. In addition, Uralkali supports the 

schools of Berezniki on a long-term basis and has 

built a new children’s day care facility as well as a 

new outpatients’ clinic.

C O R P O R A T E  M E A L S

Uralkali believes that healthy nutrition is essential 

for the well-being and productivity of its employees. 

The Company not only provides corporate catering 

for staff, but also seeks to offset the major part of 

the cost of meals. The programme of Corporate 

Meals has been run at Uralkali for several years, 

under which employees can buy wholesome cooked 

meals at a 70% discount. Food quality, menu, and 

the quality of service are strictly monitored in the 

seven cafeterias and seven canteens which operate 

at Uralkali facilities. Over 50 million RUR went into 

catering in 2010, an increase of 20% from 2009.

H E A LT H  C A R E

Uralkali cares about the health of its employees 

and makes every effort to ensure that they receive 

high-quality, affordable healthcare. Uralkali 

employees have access to a corporate medical 

centre (Uralkali-Med Polyclinic, LLC) – both under 

the state’s Obligatory Medical Insurance (OMI) 

scheme, and the Company’s voluntary medical 

insurance (VMI). Employees who have worked at 

the Company for more than one year are eligible 

for the extended services package under the VMI 

programme. Uralkali spent a total of 22.4 million 

RUR on voluntary medical insurance programme 

in 2010, 2.3 million RUR of which went to pay for 

medical check-ups, surgeries and medication of 356 

employees.

In 2010 a new department of industrial health 

care was organised at Uralkali-Med Polyclinic. The 

new department will let doctors monitor employees’ 

health, detect threats of illnesses at early stages, and 

S O C I A L  P R O G R A M M E S
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develop necessary preventive recommendations. 

In 2010 5,707 employees of the Company attended an 

annual medical examination at the new department; 

204 employees who had worked in harmful and 

hazardous work environment for more than five 

years attended in-depth medical examinations.

H E A LT H  R E H A B I L I T A T I O N  A N D 
R E C R E A T I O N

Uralkali is aware that the effi ciency and produc-

tivity of its employees depend on their recreation 

and rest, and therefore regularly organises various 

health rehabilitation activities. In 2010 more than 

700 employees of the Company improved their 

health in the corporate recreation center, about 70 

employees had an opportunity to visit with their chil-

dren. Uralkali allocated approximately 11.6 million 

RUR for these purposes; about 2.6 million RUR 

came from the Social Insurance Fund. In addition, 

125 employees were able to improve their health at 

the various resorts of the Perm Region, for which 

Uralkali spent around 2.5 million RUR.

Uralkali also cares for the children of its 

employees. The company always pays great attention 

to the organisation of the children’s recreation and 

rehabilitation in summer. In 2010 875 children of 

Uralkali’s employees visited the corporate holiday 

retreat Uralskoye Razdolie. The Company spent 10.3 

million RUR on organising summer holidays; about 

4 million RUR in subsidies were received from the 

budget of Perm Region. During the winter holidays 

of 2010–2011 165 children of employees went trav-

elling. The Company reimbursed 90% of the price 

of each travel package, which amounted to approxi-

mately 1.4 million RUR.

H O U S I N G

The housing programme is one of the most 

effective ways to ensure employees remain motivated. 

In 2010 the Company continued to implement its 

housing programme, meeting its obligation of 

covering employees’ mortgage interest payments. 

The Company spent more than 16 million RUR on 

mortgage interest payments for 262 employees. This 

programme is fi rst and foremost intended to attract 

and retain highly-skilled professionals.

A S S I S T A N C E  T O  T H E  V E T E R A N 
C O U N C I L

Uralkali strives to provide special care, support 

and attention to retired former employees. In 2010 

all retired members of the Veteran Council, with 

regards to the number of years they worked for 

Uralkali, received quarterly allowances. The total cost 

of allowances was 11.5 million RUR. The Company 

provides support to the former employees in relation 

to healthcare: in 2010, 217 former employees were 

able to visit the corporate recreation center, which 

included receiving standard medical treatment. 

Uralkali spent about 3.6 million RUR on costs of 
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veterans’ recreation, and about 5.6 million RUR on 

other costs to ensure veterans’ wellbeing. 

In 2010 Russia celebrated the 65th-anniversary 

of the Victory in Great Patriotic War. The Company 

organised various events for the Great Patriotic 

War veterans, war workers and widows of veterans – 

former employees of Uralkali, at a total cost of 1.56 

million RUR. An additional 450 thousand RUR were 

spent on the renovation of war veterans’ and war 

workers’ apartments. Total expenditure of assistance 

to the Veteran Council of Uralkali was 22 million 

RUR in 2010.

N E W  Y E A R  G I F T S  F O R 
C H I L D R E N

One of the Company’s longstanding traditions is 

the giving of New Year gifts to the children of the 

employees. In 2010 about 3,500 children received 

gifts from Uralkali, at a cost of more than 1.7 million 

RUR.

E D U C A T I O N  F O R  C H I L D R E N

As part of Uralkali’s social responsibility, the 

Company provides longstanding support to the 

children’s educational institutions of Berezniki. 

In 2010 Uralkali concluded an agreement with 

the City Board of Education on providing charity 

support in the fields of education and science. 

The Company funded training and professional 

development of teachers as well as awarding 

grants to educators and students for developing 

innovative learning programmes and outstanding 

educational achievement. In 2010 the Company 

allocated approximately 3.9 million RUR for these 

purposes. In addition, in 2010 Uralkali continued 

to implement a comprehensive programme of 

developing children’s educational institutions of 

the city. For example, the Company paid about 550 

thousand RUR for the services of software support 

and equipment maintenance in Gymnasium No 9, 

whereas in Kindergarten No 88 the Company partly 

fi nanced children’s meals for 200 thousand RUR.

B E R E Z N I K I  C O N S T RU C T I O N 
A N D  D E V E L O P M E N T

As a socially responsible company, Uralkali 

contributes to the ongoing development of Berezniki. 

In 2010 Uralkali donated to the city an outpatients’ 

clinic and a children day care centre in the right-

bank area of Berezniki. The state-of-the-art clinic has 

children’s and adults’ departments, an emergency 

room, and day patient facility. The kindergarten with 

the swimming-pool, sauna, winter garden room and 

assembly hall is designed to accommodate up to 260 

children. The company has purchased necessary 

equipment, furniture, toys and educational aids 

for children. The kindergarden was donated to the 

city in July 2010. The total cost of construction and 

equipment purchases was about 424 million RUR.
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B E R E Z N I K I  S O C I A L  P R O J E C T S

Uralkali is the largest business in Berezniki, 

and therefore pays great attention to the safety 

of citizens and their recreational opportunities. 

In 2010, the Company continued to fund the 

Berezniki Character social fund, which supports 

various projects in culture, the arts, education and 

sports; it also contributed funding to the Safe City 

project, aimed at tackling street crime. Uralkali 

spent about 54 million RUR on these programmes. 

The Company allocated a total of some 240 million 

RUR to charity support throughout 2010.

I N D I V I D UA L  S C H O L A R S H I P S

Developing an effi cient and multi-level system of 

staff training and development is one of the long-

term strategic goals of Uralkali. This is the fourth 

successive year that Uralkali has been granting 

individual scholarships and awards to the best and 

most talented students through its scholarship 

programme with Perm State Technical University 

(PSTU) and its Berezniki branch (BB PSTU). In 

2010, 20 students of PSTU and 10 students of BB 

PSTU were awarded individual scholarships from 

Uralkali.
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C O R P O R A T E  G O V E R N A N C E

P R I N C I P L E S  O F  C O R P O R A T E 
G O V E R N A N C E

The Company is constantly working on the 

improvement and perfection of its corporate 

governance system in compliance with the best 

international practices and with due regard to the 

recommendations of the Russian Code of Corporate 

ConductI.

Transparency of all operations and full disclosure 

of information have always been high priorities of 

the Company. In 2010 the Company won three 

specialised contests which were organised in order 

to determine the best annual reports of 2009. The 

Company won in fi ve nominations:

· 8th Annual Report Contest organised by OJSC 

RTS Stock Exchange – nominated in the category 

Best Annual Report Investment Appeal; 
· 8th Annual Federal Contest for Annual Reports 

and corporate websites, organised by the magazine 

Securities Market and the Ministry of Finance of the 

Russian Federation – nominated in the category Best 
Annual Report from the Ural Federal District, 

also, 3rd place in the category Best Disclosure in 
the Annual Report in the Ural Federal District; 

· 9th Annual Report Contest organised by Expert 

R A – nominated in the category Best Annual 
Report (Non-Financial sector) and Best Design 
and Printwork. 

In 2010 the investor liaison team of Uralkali was 

recognised as the most progressive investor liaison 

team in Russia and the CIS by IR Magazine. 

Note
I. Code of Corporate Conduct recommended by the Order No. 421/r 

of 04.04.2002 of FCSM of the Russian Federation

G O V E R N A N C E  A N D  C O N T R O L 
S T RU C T U R E  ( A S  O F  31 . 1 2 . 2 0 10 )

In compliance with the Federal Law “On Joint 

Stock Companies” and the Charter of the Company, 

the General Meeting of the Shareholders of the 

Company is the supreme governing body of the 

Company. The Board of Directors of the Company 

is responsible for general management and long-

term strategy of the Company. The Company’s 

executive bodies – the General Director (Chairman 

of the Management Board) and the Management 

Board – are responsible for day-to-day operations 

management.

The Revision Commission controls the fi nancial 

and economic activity of the Company.

G E N E R A L  M E E T I N G 
O F  S H A R E H O L D E R S

The General Meeting of the Shareholders of 

the Company is the supreme management body 

of Uralkali. The order of convocation and the 

procedure of the General Meeting of Shareholders 

are established under the Regulations on the General 

Meeting of the Shareholders of OJSC Uralkali. The 

competence of the General Meeting of Shareholders 

is established under the Charter of the Company in 

compliance with the Federal Law “On Joint Stock 

Companies”. The shareholders of Uralkali participate 

in the management of the Company by adopting 

resolutions at the General Meetings of Shareholders. 

The Annual General Meeting of Shareholders is held 

not earlier than two months after and not later than 

six months after the end of the reporting fi scal year. 

Sessions of the General Meeting of Shareholders 

held additionally to the Annual General Meeting of 

Shareholders are considered Extraordinary General 

Meetings of Shareholders.

P R I N C I P L E S  A N D  S T R U C T U R E 
O F  C O R P O R A T E  G O V E R N A N C E
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In 2010 Uralkali held an annual General Meeting 

of the Shareholders and an Extraordinary General 

Meeting of the Shareholders. The agenda of the 

Annual General Meeting of the Shareholders, 

which was held on 18 June 2010, included the 

following issues: approval of the annual report and 

the annual accounting statements of Uralkali, profi t 

distribution, election of the members of the Board 

of Directors and the Revision Commission, approval 

of the auditor of the Company, approval of the 

internal regulations of the Company and approval 

of interested-party transactions.

The agenda of the Extraordinary General Meeting 

of the Shareholders of Uralkali, which was held on 

17 September 2010, included the following issues: 

early termination of powers of the members of the 

Board of Directors and election of the members of 

the Board of Directors as well as approval of the new 

edition of the Charter of OJSC Uralkali.

On 4 February 2011 the shareholders of the 

Company were gathered for an Extraordinary 

General Meeting of Shareholders to discuss the 

strategic issue of reorganisation of OJSC Uralkali 

in the form of merger with OJSC Silvinit. The 

shareholders were also asked to ratify the merger 

agreement between OJSC Uralkali and OJSC 

Silvinit. The shareholders of the Company voted in 

favor of the proposed reorganisation and approved 

the merger agreement. The General Meeting also 

approved several major transactions connected with 

the reorganisation of the Company and ratifi ed the 

new editions of the Charter of the Company, the 

new edition of the Regulations on the Board of 

Directors of the Company and the new edition of the 

Regulations on Remuneration and Compensations 

paid to the members of the Board of Directors of 

OJSC Uralkali.

B O A R D  O F  D I R E C T O R S

The Board of Directors of OJSC Uralkali (further 

referred to as the “Board of Directors”) exercises 

overall control over the Company’s activities within 

its remit. Its key priorities include ensuring long-term 

sound development of the Company in accordance 

with the interests of the shareholders, overseeing the 

G E N E R A L 

M E E T I N G 

O F  S H A R E H O L D E R S

A P P O I N T M E N T S  A N D 

R E M U N E R A T I O N

C O M M I T T E E

I N V E S T M E N T S  A N D 

D E V E L O P M E N T 

C O M M I T T E E

A U D I T 

C O M M I T T E E

D E P A R T M E N T 

O F  I N T E R N A L 

A U D I T

B O A R D 

O F  D I R E C T O R S

G E N E R A L 

D I R E C T O R

M A N A G E M E N T 

B O A R D

99

C O R P O R A T E  G O V E R N A N C E

Ta ble of  C o nte nt s



activities of the management bodies of the Company, 

rigorous observation and protection of the rights 

and interests of the Company’s shareholders, and 

enterprise-wide management succession planning.

The Board of Directors is constantly seeking to 

improve its effectiveness. This includes working 

to achieve the optimal balance of professional 

knowledge and skills within the Board, as well as 

a balance among executive, non-executive and 

independent directors.

In compliance with global corporate governance 

practices and the recommendations of the Code 

of Corporate Conduct, independent directors are 

elected to the Board of Directors of OJSC Uralkali. 

The criteria of independence for members of the 

Board of Directors are outlined under the internal 

documentation of Uralkali and comply with the best 

international practices of corporate governance.

The Board of Directors of the Company consists 

of nine members. Three of the nine members of the 

Board are independent directors in compliance with 

the criteria established by the Federal Law “On Joint 

Stock Companies”, the Corporate Governance Code 

of OJSC Uralkali and the UK Combined Corporate 

Governance Code. 

In 2010 executive directors served on the Board 

of Directors of OJSC Uralkali. From 1 January 

2010 until 18 June 2010, when the annual General 

Meeting of Shareholders was held, there were two 

executive directors on the Board of Directors of the 

Company. Both Boards of Directors elected by the 

annual and the extraordinary General Meetings of 

Shareholders included one executive director – the 

General Director of the Company. Since 21 February 

2011, when the Board of Directors terminated the 

authority of P. Grachev as the General Director 

of the Company, there are no executive directors 

serving on the Board of Directors. Thus, as of the 

date of approval of this annual report, six members 

of the Board of Directors of OJSC Uralkali are non-

executive directors. 

The Investments and Development Committee 

of the Board of Directors of the Open Joint Stock 

Company Uralkali (hereinafter the Investments 

and Development Committee) is chaired by a non-

executive director, whereas the Audit Committee 

of the Board of Directors of the Open Joint 

Stock Company Uralkali (hereinafter the Audit 

Committee) as well as the Appointments and 

Remuneration Committee of the Open Joint Stock 

Company Uralkali (hereinafter Appointments 

and Remuneration Committee)I are chaired by 

independent directors. In compliance with the 

current legislation, the members of the Board of 

Directors are elected by the General Meeting of 

Shareholders until the next Annual Meeting of the 

Shareholders of the Company. The General Meeting 

of Shareholders has a right to make a resolution 

on early termination of the powers of all members 

of the Board of Directors. In 2010 the Board of 

Directors was elected twice – at the Annual General 

Meeting of the Shareholders on 18 July 2010 and at 

the Extraordinary General Meeting of Shareholders 

which was held on 17 September 2010. The members 

of the Board of Directors were elected by cumulative 

voting.

Note
I. On 29 April 2010 the Committee for Personnel and Remunerations was renamed 

the Appointments and Remuneration Committee by the resolution of the Board 

of Directors
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The General Meeting of the Shareholders of OJSC Uralkali elected the following Board of Directors on 18 June 

2010I:

Name Post
Number of years served 
on the Board of Directors

Director’s 
status

Attend-
ance at the 
meetings of 
the Board of 
DirectorsII

Membership 
of the Audit 
Committee and 
the attendance at 
the meetings

Membership of 
the Appoint-
ments and 
Remuneration 
Committee and 
the attendance at 
the meetings 

Membership of 
the Investments 
and Develop-
ment Commit-
tee and the 
attendance at 
the meetings

D. Rybolovlev

Chairman of 

the Board of 

Directors  Non-executive  ()  ()

Yu. Gavrilov 

Member of 

the Board of 

Directors  Non-executive  ()  ()

А. Konogorov 

Member of 

the Board of 

Directors  Non-executive  ()  () Chairman  ()  ()

А. Koff

Member of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  June  Independent  () +

K. Marchuk 

Member of 

the Board of 

Directors  Non-executive  ()  ()  ()

Chairman

 ()

D. Morozov

Member of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  June  Executive  () +

V. Ruga 

Member of 

the Board of 

Directors  Independent  ()  ()

Hans Jochum 
Horn

Member of 

the Board of 

Directors  Independent  ()

Chairman 

 ()

I. Yuzhanov

Member of 

the Board of 

Directors  Independent  ()  ()

Notes
I. From 30.06.2009 until 18.06.2010 V. Baumgertner and M. Antonov served on the Board of Directors and the Investments and Development Committee of the Board of 

Directors. They attended all Board and Committee meetings which were held in the indicated period

II. The number of meetings attended by the member of the Board of Directors in 2010 is hereinafter provided on the left; the total number of meetings held by the Board of 

Directors/Committee in 2010 is given in parentheses
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At the extraordinary General Meeting of the Shareholders of Uralkali of 17 September 2010 the following 

individuals were elected to the Board of Directors:

Name Post
Number of years served 
on the Board of Directors

Director’s 
Status

Attend-
ance at the 
meetings of 
the Board of 
Directors

Membership 
of the Audit 
Committee and 
the attendance at 
the meetings

Membership 
of the Appoint-
ments and 
Remuneration 
Committee and 
the attendance 
at the meetings 

Membership of 
the Investments 
and Development 
Committee and 
the attendance at 
the meetings

A. Voloshin

Chairman of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  September  Independent  ()

A. Averin 

Member of 

the Board of 

Directors 

Elected to the Board of 

Directors for the first time 

on  September  Non-executive  ()  ()

P. Grachev 

Member of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  September  ExecutiveI  ()  ()

A. Kolonchina

Member of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  September  Non-executive  ()  ()

A. Malakh

Member of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  September  Non-executive  ()  ()

Chairman

 ()

A. Mosionzhik

Member of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  September  Non-executive  ()  ()

A. Nesis

Member of 

the Board of 

Directors

Elected to the Board of 

Directors for the first time 

on  September  Non-executive  ()  ()  ()

Hans Jochum 
Horn

Member of 

the Board of 

Directors  Independent  ()

Chairman

 ()

I. Yuzhanov 

Member of 

the Board of 

Directors  Independent  ()

Chairman

 ()

The meetings of the Board of Directors of the 

Company constitute a quorum if at least fi ve elected 

Board members participate in the meeting. Decisions 

are adopted by the majority vote of the members of 

the Board of Directors present at the meeting and 

(or) in accordance with their written opinions, 

unless otherwise stipulated under the Federal Law 

Note
I. Since 22 February 2011, following termination of the authority of P. Grachev as 

General Director of OJSC Uralkali, P. Grachev is a non-executive director

“On Joint Stock Companies” and the Charter of the 

Company. The Chairman of the Board of Directors 

and the two deputies of the Chairman are elected 

from among the members of the Board of Directors 

by the majority vote of the members of the Board. 

The Chairman of the Board of Directors organises 

the work of the Board, convokes Board meetings and 

chairs them; the Chairman also organises proper 

keeping of the minutes of the meetings of the Board 

of Directors.

102 Ur a l k a l i  |  A n nu a l  Re p o r t  2010

C O R P O R A T E  G O V E R N A N C E

Ta ble of  C o nte nt s



A C T I V I T Y  O F  T H E  B O A R D 
O F  D I R E C T O R S  I N  2 0 10

In 2010 the Board of Directors had seventeen 

meetings, six of which were held “in presentia”.

During the year 2010 the Board of Directors 

continued working on the development of the 

Company’s long-term strategy, its investment plans 

and the improvement of the effi ciency of its internal 

control systems, risk management systems and control 

over affi liated and dependent companies, as well as 

the development of corporate management systems 

within the Company. In December 2010 the Board of 

Directors decided to propose for the consideration of 

the General Meeting of Shareholders of the Company 

the issues of reorganisation of OJSC Uralkali as the 

result of the merger with OJSC Silvinit, approval 

of the merger agreement and approval of major 

transactions connected with the reorganisation of 

the Company.

During the course of 2010 the Board of Directors 

reviewed other issues connected with the activity of 

the Company within its remit, including organisation 

of the Committees of the Board of Directors of OJSC 

Uralkali, establishment of the size of the Management 

Board of the Company and appointment of its 

members, confi rmation of senior managers of the 

Company in offi ce, convocation and organisation of 

the General Meetings of the Shareholders of OJSC 

Uralkali, approval of interested-party transactions, 

approval of fi nancial reports and approval of the 

budget and amendments thereto.

All key issues of the Company are reviewed at 

the meetings of the Board of Directors held “in 

presentia”. 

C O M M I T T E E S  O F  T H E  B O A R D 
O F  D I R E C T O R S

The Board of Directors of OJSC Uralkali has 

established several committees for preliminary 

review of the most important issues and preparation 

of recommendations to the Board of Directors. The 

Board of Directors has the following permanent 

committees:

• Audit Committee.

• Investments and Development Committee.

• Appointments and Remuneration Committee.

The Committees of the Board of Directors consist 

of the acting members of the Board of Directors. 

When a member of the Board of Directors is 

appointed to serve on one of the Board’s Committees, 

his/her professional experience and independence 

are taken into account in compliance with the 

requirements of the current legislation. 

In order to improve the system of corporate 

governance, in April 2010 the Board of Directors 

ratifi ed new editions of the Regulations on the Audit 

Committee and the Appointments and Remuneration 

Committee as well as the fi rst edition of Regulations 

on the Investments and Development Committee. 

These Regulations clarifi ed the objectives and goals 

of the committees, the areas of their competence and 

the procedure of their work. In September 2010 the 

Board of Directors ratifi ed several amendments to 

the Regulations on the Audit Committee and the 

Regulations on the Investments and Development 

Committee regarding the number of the members 

of the committees. In December 2010 and in April 

2011 the Board of Directors approved new editions 

of the Regulations on the Appointments and 

Remuneration Committee. The changes were related 

to the organisation of the work of the Committee, the 

competence of the Committee and included various 

amendments as to the membership of the Committee 

in order to bring the provisions of the Regulations in 
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line with the requirements of A-lists of the Russian 

stock exchanges. 

The Board of Directors and the specialised 

Committees monitor the best practices of corporate 

governance in order to improve the existing 

regulations and procedures of the Company.

AU D I T  C O M M I T T E E

As of 31 December 2010 there are three members 

in the Audit Committee of the Board of Directors: 

Hans Jochum Horn (Chairman), Anna Kolonchina 

and Alexander Malakh. 

The Audit Committee acts in compliance with the 

Regulations on the Audit Committee of the Board of 

Directors of OJSC Uralkali, the Regulations on the 

Board of Directors of OJSC Uralkali, and the Charter 

of the Company. 

The Audit Committee is responsible for overseeing 

risk management processes, internal control, 

reporting, the work of the outside auditor of the 

Company, corporate governance and compliance 

with legislation as well as internal auditing. 

In particular, the Audit Committee must make 

sure of and confi rm to the Board of Directors the 

fact that all key risks have been identifi ed, evaluated 

and remain within the established limits, that the 

management has implemented all key controlling 

procedures and executes them effectively to minimise 

risks; that the fi nancial statements of the Company 

are comprehensive, reliable and up-to-date.

Overseeing the effectiveness of internal audit 

includes the management of the internal audit 

subdivision. Specifically, the Audit Committee 

approves internal documentation which regulates 

the subdivision’s activities, its annual working 

plan, key performance indicators, monitors the 

achievement of the approved performance indicators 

and prepares recommendations for the Board of 

Directors concerning the appointment/termination 

of powers of the head of the subdivision, drafting 

labor contracts and remuneration plan. As part 

of overseeing internal auditing, the Committee 

regularly reviews the reports of the internal audit 

subdivision together with the General Director 

and the operating management of the Company 

and ensures the organisational independence and 

objectivity of the subdivision, including review of all 

unsettled confl icts and all cases when the activities of 

the subdivision appear to be restrained.

In 2010 fi ve meetings of the Committee were held. 

The main matters the Audit Committee oversaw in 

2010 were the preliminary review of IFRS fi nancial 

statements, preparation of the recommendations for 

the Board of Directors concerning the Company’s 

outside auditor and the issues of internal control 

and risk-management, including identification 

and evaluation of key risks to the activity of the 

Company.

I N V E S T M E N T S 
A N D  D E V E L O P M E N T 
C O M M I T T E E

As of 31 December 2010, the Investments and 

Development Committee consists of three members 

of the Board of Directors: Alexander Malakh 

(Chairman), Anton Averin and Alexander Nesis.

The Committee acts in compliance with the 

Regulations on the Investments and Development 

Committee of the Board of Directors of OJSC 

Uralkali, the Regulations on the Board of Directors 

of OJSC Uralkali and the Charter of the Company.

The main responsibilities of the Committee 

include the following: establishment of policies and 

procedures of strategic management; monitoring of 

their implementation and execution; development of 

alternative strategic initiatives; analysis and evaluation 

of the results of the strategic initiatives implemented; 

monitoring of the expectations of the Company’s 
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shareholders; establishment and amendment of 

budgets for the next financial year; review of the 

Company’s key investment projects and preparation 

of recommendations to the Board of Directors 

for their approval; establishment of the range and 

target values of performance indicators in relation 

to their strategic priority; and further evaluation of 

performance indicators of the Company.

In 2010 six meetings were held, one of which 

was conducted jointly with the Appointments and 

Remuneration Committee. In 2010 the Investments 

and Development Committee focused on reviewing 

the Company’s investment projects, developing 

the methods of implementation of the investment 

projects; the Company’s budget, including 

determination of the budget variance and preparing 

recommendations concerning amendment to the 

budget, reviewing cost reduction programmes, 

analysing internal regulations of the Company 

within the Committee’s remit and preparing 

recommendations to review the Company’s existing 

regulations. In 2010 the Committee started to work 

on the development of an integrated long-term 

strategy of the Company.

A P P O I N T M E N T S  A N D 
R E M U N E R A T I O N  C O M M I T T E E

As of 31 December 2010, the Appointments and 

Remuneration Committee consists of four members 

of the Board of Directors: Ilya Yuzhanov (Chairman), 

Pavel Grachev, Alexander Mosionzhik and Alexander 

Nesis.

The Committee acts in compliance with the 

Regulations on the Appointments and Remuneration 

Committee of the Board of Directors of OJSC 

Uralkali, the Regulations on the Board of Directors 

of OJSC Uralkali, and the Charter of the Company.

The Appointments and Remuneration Committee 

is responsible for ensuring that the Company is 

managed by highly-qualified professionals. This 

involves developing incentives necessary for the 

successful work of the members of the governing 

bodies to guarantee the achievement of the 

Company’s strategic goals, assessing the activities 

of the company’s governing bodies, succession 

planning and implementation.

In 2010 six meetings of the Appointments 

and Remuneration Committee were held, one of 

which was held jointly with the Investments and 

Development Committee. During the reporting 

year the Committee focused its efforts on the 

improvement of the existing system of assessment and 

remuneration of the top managers of the Company, 

optimisation of the Company’s organisational 

structure, succession planning projects, and 

programmess aimed to attract and motivate the 

Company’s employees.

In 2010 the Committee started to work on the 

development of an effective system of long-term 

motivation of the Company’s top-management, which 

is intended to motivate the top-management to achieve 

both short-term and long-term strategic goals.

E X E C U T I V E  B O D I E S

The General Director and the Management Board 

are responsible for day-to-day management of the 

Company. The General Director is the Chairman of 

the Management Board.

The rights and duties of the General Director and 

the members of the Management Board in exercising 

day-to-day control over the Company are regulated 

by the Federal Law “On Joint Stock Companies”, the 

Charter of the Company, the Regulations on the 

Management Board of OJSC Uralkali and various 

internal regulatory documents. The members of 

the Management Board are appointed for the same 

term as the Board of Directors which appointed 

them. The Board of Directors has the right to 
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change the composition and the membership of 

the Management Board as well as to terminate the 

powers of the General Director pre-term.

The Management Board of the Company and the 

General Director do not have the right to resolve 

issues which fall under the competence of the 

General Meeting of Shareholders of the Company 

and/or the competence of the Board of Directors. 

The Management Board and the General Director 

ensure implementation of the resolutions of the 

General Meeting of Shareholders and the resolutions 

of the Board of Directors. 

On 29 April 2010 the Board of Directors of 

OJSC Uralkali resolved to terminate the powers 

of V. Baumgertner as the General Director of the 

Company as of 30 June 2010. 

From 1 July 2010 until 4 August 2010 the post 

of the General Director of OJSC Uralkali was 

held by D. Morozov, and from 5 August 2010 – by 

P. Grachev. 

In 2010 the composition and membership of the 

Management Board underwent a series of changes, 

which, among other things, had to do with the 

fact that the General Director of the Company was 

changed several times. 

As of 1 January 2010, the Management Board of 

the Company consisted of the following members: 

M. Antonov, V. Baumgertner, V. Belyakov, S. Dyakov, 

E. Samsonova and M. Shvetsova. 

As of 31 December 2010 the Management Board 

consisted of: P. Grachev, V. Belyakov, Y. Bogdanov, 

O. Petrov, E. Samsonova and M. Shvetsova.
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M A N A G E M E N T  B O A R D  A S  O F  3 1  D E C E M B E R  2 0 1 0

Name Post Biography
Attendance 
at meetingsI

Pavel Grachev

General Director, 

PresidentII, 

Chairman of the 

Management 

Board 

Chairman of the Management Board since  August . 

Born in . 

In  graduated from the Italian University of Trieste and Saint Petersburg State University 

with a degree in law.

Since  August  – General Director and President of OJSC UralkaliIII.  ()

Victor Belyakov

Executive Vice-

President for 

Economics and 

Finance

Member of the Management Board since .

Born in . 

Graduated from Tver State Technical University in , specialised in “automated systems 

of information processing”, and qualified as a systems engineer. In  graduated from Tver 

State Technical University with a degree in Economics, specialised in “information systems 

in economics”. Victor Belyakov holds a CMA diploma (Certified Management Accountant) 

and an MBA from Kingston Business School. 

Director for Economics and Finance since ; Deputy General Director – Director 

for Economics and Finance – since ; since May  – Executive Vice-President for 

Economics and Finance. 

Serves on the boards of directors of several companies affiliated with OJSC Uralkali.  ()

Yuri Bogdanov

Vice-President 

for Efficiency 

Management

Member of the Management Board since . 

Born in .

Graduated from the Financial Academy under the patronage of the Russian Government 

with a degree in Economics, specialised in finances and credit.

From  until  worked in OJSC Uralkali as leading manager for reporting in the 

corporate reporting and control department; in – worked as head of corporate 

reporting and control department; from  until  occupied the post of Vice-President 

for organisational development and restructuring; since  – Vice-President for efficiency 

management in OJSC Uralkali. 

Serves on the boards of directors of several companies affiliated with OJSC Uralkali.  ()

Oleg Petrov

Vice-President 

for Sales and 

Marketing

Member of the Management Board since .

Born in .

Graduated from the Military Institute, specialised in “foreign languages”. 

Graduated from the Russian Economic Academy n.a. G.V. Plekhanov, qualified as Economist 

specialising in finances and credit.

Since  – First Deputy General Director of CJSC Belarusian Potash Company.

Since  – Vice-President for Sales and Marketing of OJSC Uralkali.  ()

Elena 
Samsonova

Vice-President for 

Personnel

Member of the Management Board since .

Born in .

Graduated from Perm State University with a diploma in English Philology, qualified 

as a philologist, translator and teacher of the English language and literature. In  

graduated from Durham Business School (UK) with a Master’s Degree in Management.

Director for Personnel in –, since  – Vice-President for Personnel in OJSC 

Uralkali.

Serves on the boards of directors of several companies affiliated with OJSC Uralkali.  ()

Marina 
Shvetsova

Director for Legal 

and Corporate 

Affairs

Member of the Management Board since .

Born in . 

Graduated from Perm State University in  with a degree in law. 

Director for Legal and Corporate Affairs since .

Serves on the boards of directors of several companies affiliated with OJSC Uralkali.  ()

Notes
I. The total number of the meetings of the Management Board attended by the Board member is indicated on the left; the total number of the meetings of the Management 

Board held in 2010 is indicated in parentheses

II. By the resolution of the Board of Directors of OJSC Uralkali the post of President of the Company was cancelled as of 22 February 2011

III. Pavel Grachev was the General Director of the Company and the Chairman of the Management Board from 05 August 2010 until 21 February 2011
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On 21 February 2011 the Board of Directors 

resolved to terminate the powers of P. Grachev as 

the General Director of OJSC Uralkali pre-term. 

The Board of Directors appointed V. Baumgertner I 

General Director of OJSC Uralkali as of 22 February 

2011. At the same meeting the composition of the 

Management Board of the Company was changed 

and the following persons were appointed to the 

Management Board: V. Baumgertner, V. Belyakov, 

Y. Bogdanov, O. Petrov, E . Samsonova and 

M. Shvetsova.

A C T I V I T Y  O F  T H E 
M A N A G E M E N T  B O A R D  I N  2 0 10

The main issues dealt with at the meetings 

of the Management Board in 2010 were related 

to controlling the activities of the structural 

subdivisions of the Company, preliminary approval 

of the budgets, approval of the Company’s local 

regulatory acts, introduction of changes to the 

Company’s organisational structure, and a range of 

other matters within the Management Board’s remit 

in compliance with the provisions of the Charter of 

the Company.

Note
I. The information on V. Baumgertner is provided in the section “Membership 

of the Board of Directors”

R E V I S I O N  C O M M I S S I O N

The Revision Commission is an internal 

controlling body which monitors financial and 

economic activity of the Company.

The Revision Commission is responsible for 

ensuring that the information contained in the 

Company’s Annual Reports, annual and interim 

fi nancial statements, reports prepared for statistical 

and other state authorities, is accurate, verifying the 

competences of the decisions made by the Company’s 

governing bodies and monitoring the execution 

of the decisions and compliance with the internal 

regulations of the Company as stipulated in its 

Charter by the Company’s executive offi cers, review 

of the correctness of profi t distribution in accordance 

with the resolution of the General Meeting of 

Shareholders on profi t distribution, accuracy and 

timeliness of distribution of dividends on shares 

and interest on bonds, review of the legality of 

contracts signed on behalf of the Company and other 

transactions; review of the accuracy and timeliness 

of payments according to the Company’s contracts 

and obligations; and evaluation of the internal audit 

system as well as analysis of the causes and effects of 

budget variance.

The Revision Commission acts in compliance 

with the Charter and the Regulations on the 

Revision Commission and reviews the fi nancial and 

economic activity of the Company in order to ensure 

that the activities and operations of OJSC Uralkali 

are in compliance with the current legislation of 

the Russian Federation and the interests of the 

Company’s shareholders and that the financial 

reports of the Company accurately represent its 

fi nancial status. 
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R E M U N E R A T I O N  O F  T H E 
M E M B E R S  O F  T H E  G O V E R N I N G 
B O D I E S  O F  T H E  C O M PA N Y

T H E  B O A R D  O F  D I R E C T O R S  O F  O J S C 

U R A L K A L I

On 18 June 2010 the Annual General Meeting of the 

Shareholders of Uralkali adopted a resolution to pay 

16,821,800 RUR to the independent members of the 

Board of Directors for their service as the members 

of the Committees of the Board of Directors.

Members of the Board 
of Directors Amount of remuneration

Hans Jochum Horn ,, RUR

V. Ruga ,, RUR

I. Yuzhanov ,, RUR

The Shareholder Annual General Meeting 

of Uralkali also resolved to approve the new 

edition of the Regulations on Remuneration and 

Compensations paid to the members of the Board 

of Directors of Uralkali. These Regulations were 

intended to change the system of remuneration, 

which would lead to dividing remuneration of the 

members of the Board into base remuneration – for 

independent and non-executive members of the 

Board of Directors – and additional remuneration – 

for service on the Committees and additional 

responsibilities of the Chairman of the Committee 

or the Deputy Chairman of the Board of Directors 

as well as the Chairman of the Board of Directors. 

According to the approved Regulations, only 

executive directors – members of the Board of 

Directors – were not compensated for their service 

on the Board. 

On 17 September 2010, the Extraordinar y 

General Meeting of Shareholders took place. 

The elected members of the Board of Directors, 

with the exception of the three independent 

directors, refused the remuneration offered, in 

accordance with the right granted to them under 

the Regulations.

On 4 February 2011 an Extraordinary General 

Meeting of Shareholders was held, and its agenda 

included approval of the new edition of the 

Regulations on Remuneration and Compensations 

paid to the members of the Uralkali Board of 

Directors. Under the new edition of the document, 

base and additional remuneration are paid only to 

the independent directors. It is also stipulated that 

the amount of annual remuneration of the Chairman 

of the Board of Directors totals US$ 1 million. Any 

member of the Board has the right to refuse to 

receive remuneration for their service. The new 

edition of the Regulations was approved by the 

General Meeting of Shareholders and took effect 

on 4 February 2011.

T H E  M A N A G E M E N T  O F  O J S C 

U R A L K A L I

The remuneration paid to the management 

of Uralkali (General Director, Members of the 

Management Board, Vice-Presidents and Directors) 

consists of a monthly salary and an annual bonus. The 

salary is established under employment agreements 

between the managers and OJSC Uralkali. The 

annual bonus is paid according to the achievement 

of the goals, included in the performance score card 

of the manager. The regulations on performance 

management and on bonuses establish the order 

of devising and approving the performance score 

cards as well as approving the achievement of the 

performance goals during the financial year and 

calculating the bonus amount to be paid to the 

manager.

The salary and annual bonus ratio for the 

management of the Company conforms to the widely 

accepted global practices.
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The total remuneration paid to the members 

of the Board of Directors, General Director, and 

members of the Management Board, following the 

2010 results, amounted to 363,711,000.00 RUR. 

Employment termination indemnities paid to the 

management in 2010 totaled 401,487,000.00 RUR.

The managers of the Company do not receive 

any additional remuneration for their services in 

the governing bodies of Uralkali or its affiliated 

companies.

S H A R E H O L D I N G S  O F  M E M B E R S 
O F  G O V E R N I N G  B O D I E S 
O F  U R A L K A L I 
( A S  O F  31  D E C E M B E R  2 0 10 )

According to the information recorded in 

the share register of Uralkali, provided by CJSC 

Registrator Intraco as of 31 December 2010, Sergey 

Dyakov, who was the member of the Management 

Board of the Company as of 1 Januar y 2010, 

is registered in the Company’s share register. 

According to the share register, Sergey Dyakov 

owns 3,171,000 ordinary shares of Uralkali, which is 

equal to 0.1493% of the Company’s holding. Other 

members who held posts in the governing bodies 

of Uralkali during 2010 are not registered in the 

Company’s share register both as of 1 January 2010 

and as of 31 December 2010. There is no information 

on any transactions made by the members of the 

governing bodies of Uralkali with the intention 

to buy or transfer shares of the Company nor 

information of the date when these transactions 

were carried out, their content or the type and 

amount of the shares sold during the period from 1 

January 2010 to 31 December 2010. Moreover, there 

is no information on the owners whose shares are 

held in nominal shareholding both as of 1 January 

2010 and as of 31 December 2010.
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M E M B E R S H I P  O F  T H E  B O A R D  O F  D I R E C T O R S

This section contains information on the 

individuals who were members of the Board of 

Directors of Uralkali from 01 January 2010 until 

31 December 2010.I

Dmitry Rybolovlev
Chairman of the Board of Directors in 1996–

2010.

Dmitry Rybolovlev was born in 1966. He graduated 

from the Perm Medical Institute with a degree in 

General Medicine. 

In 2005–2010 Dmitry Rybolovlev was the Chairman  

of the Supervisory Board of CJSC Belarusian Potash 

Company. 

He is a member of the Board of the Russian Union 

of Industrialists and Entrepreneurs, a non-profit 

organisation which promotes the interests of Russian 

business. 

Dmitry Rybolovlev was a member of the Appoint-

ments and Remuneration Committee of Uralkali. 

The powers of D. Rybolovlev as a member of the 

Board of Directors of the Company were terminated 

on 17 September 2010. 

Mikhail Antonov
Member of the Board of Directors and member 

of the Management Board of the Company in 2009–

2010.

Vice President for Strategic Development in 2008–

2011, Acting President in July 2009 – February 2010.

Mikhail Antonov was born in 1966. He graduated 

from Moscow State University n. a. M.V. Lomonosov 

in 1988 where he studied Economics and Computer 

Science, qualifi ed as an Economist-Mathematician 

and subsequently earned a PhD in Economics.

Mikhail Antonov was a member of the Investments 

and Development Committee of the Board of 

Directors of Uralkali.

Note
I. The information on the place of employment and posts held is as of 31.12.2010 

unless indicated otherwise

The powers of M. Antonov as a member of the 

Board of Directors of the Company were terminated 

on 18 June 2010. 

Vladislav Baumgertner
Member of the Board of Directors in 2004–2010.  

Vladislav Baumgertner was born in 1972. 

In 1994 he graduated from the State Technical 

University of the Urals and qualifi ed as an Electrical 

Engineer.

In 2001 Mr. Baumgertner completed his studies 

at Kingston Business School and earned an MBA 

(Master of Business Administration). 

In 2003 Vladislav Baumgertner graduated from 

the University of London with an MSc degree in 

Financial Management. 

From 2004 until 2008 Mr. Baumgertner was the 

President of OJSC Uralkali. 

From 2005 until July 2010 he served as the General 

Director of the Company. 

In 2004–2010 he served on the Boards of Directors 

of several of the Uralkali's subsidiaries and was also 

a member of the Board of Directors of OJSC Silvinit 

and CJSC Belarusian Potash Company.  

Vladislav Baumgertner was a member of the 

Investments and Development Committee of the 

Board of Directors of the Company. 

The powers of  V. Baumgertner as a member of the 

Board of Directors of the Company were terminated 

on 18 June 2010. 

From October 2010 until February 2011 Vladislav 

Baumgertner worked as the General Director of 

OJSC Silvinit. Mr. Baumgertner currently serves on 

the Boards of Directors of the following companies: 

OJSC Silvinit, OJSC Galurgia, CJSC VNII Galurgii 

and CJSC Solikamsky construction trust. He is a 

member of the Supervisory Board of CJSC Belarusian 

Potash Company. 

On 21 February 2011 Vladislav Baumgertner was 

appointed General Director of OJSC Uralkali. 
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Yury Gavrilov
Member of the Board of Directors in 2000–2010.

Yury Gavrilov was born in 1969. 

He holds a degree in Mechanical Engineering and 

Research from Perm State Technical University.

Since 1999 he has served as the General Director of 

the investment company Finansovy Dom (Financial 

House).

Yur у Gavrilov was a member of Uralkali’s 

Investments and Development Committee of the 

Board of Directors of Uralkali.

The powers of Yurу Gavrilov as a member of the 

Board of Directors of the Company were terminated 

on 17 September 2010. 

Andrey Konogorov
Member of the Board of Directors in 1996–1998, 

2000–2004, and in 2008–2010.

Advisor to the Chairman of the Board of Directors 

since October 2009.

Andrey Konogorov was born in 1964. 

He graduated from Perm Polytechnic Institute in 

1986 with a degree in Mining Engineering and in 

2003 was awarded a degree in Strategic Management 

and Business by the Academy of National Economy 

under the patronage of the Government of the 

Russian Federation.

Andrey Konogorov was the Chairman of the  

Appointments and Remuneration Committee 

and served on both the Audit Committee and the 

Investments and Development Committee of the 

Board of Directors of Uralkali. 

The powers of Andrey Konogorov as a member 

of the Board of Directors of the Company were 

terminated on 17 September 2010.

Kuzma Marchuk
Member of the Board of Directors in 2007–2010.

Kuzma Marchuk was born in 1973. He graduated 

from the Russian Academy of Economics n. a. 

Plekhanov in 1995 with a degree in Foreign Economic 

Activities of Enterprises and Organisations and 

received a degree in Physics from Moscow State 

University n. a. Lomonosov in 1996.

Vice President for Finance (CFO) of OJSC Uralkali 

in 2004–2009.

Kuzma Marchuk was the Chairman of the 

Investments and Development Committee and 

served on both the Audit Committee and the 

Appointments and Remuneration Committee of the 

Board of Directors of Uralkali.

The powers of Kuzma Marchuk as a member of the 

Board of Directors were terminated on 17 September 

2010.

 

Vladimir Ruga
Member of the Board of Directors in 2008–2010.

Vladimir Ruga was born in 1970. 

He graduated from Moscow State Pedagogical 

University with a degree in History in 1993.

In 2003 –2010 Mr. Ruga worked in TNK-

BP Management as Vice-President for Public 

Relations.

Vladimir Ruga was a member of the Appointments 

and Remuneration Committee of the Board of 

Directors of Uralkali.

The powers of Vladimir Ruga as a member of the 

Board of Directors of the Company were terminated 

on 17 September 2010.

Anna Koff 

Member of the Board of Directors in June- 

September 2010. 

Anna Koff was born in 1965. 
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In 1988 she graduated from Moscow State 

University n.a. M.V. Lomonosov with a degree in 

History. 

Senior Partner, Director of Consulting of CJSC 

Development of the basics of the expert-personnel 

system (Razrabotka Osnov Sistemy Expert- Personal). 

The powers of Anna Koff as a member of the Board 

of Directors were terminated on 17 September 2010.

Denis Morozov 

Member of the Board of Directors in June-

September 2010.

Denis Morozov was born in 1973.

In February-August 2010 he was the President 

of OJSC Uralkali. From 1 July until 4 August 

2010 Mr. Morozov was the General Director and 

the Chairman of the Management Board of the 

Company.

He graduated from Moscow State University n.a. 

M.V. Lomonosov in 1993 with a degree in Political 

Economy. In 1996 earned his Law degree from the 

same university. Denis Morozov also holds a degree 

in Commerce and Banking from the Swiss School of 

Banking, which he earned in 1999. In the same year 

Mr. Morozov fi nished his postgraduate studies at the 

Moscow State University of International Relations 

under the patronage of the Ministry of Foreign 

Affairs of the Russian Federation. He specialised 

in International Economic Relations and earned a 

Candidate degree in Economics. 

Denis Morozov has served on the Boards of 

Directors of OJSC MMC Norilsk Nickel, CJSC Gold 

Mining Company Polyus and OJSC Polyus Gold. 

During his work for MMC Norilsk Nickel he worked 

as the Head of the Offi ce of the Board of Directors, 

Deputy General Director and as a member of the 

Management Board. In April 2007 – June 2008 

Mr. Morozov held the post of the General Director 

and Chairman of the Management Board of OJSC 

MMC Norilsk Nickel.

The powers of Denis Morozov as a member of the 

Board of Directors of the Company were terminated 

on 17 September 2010.

Hans Jochum Horn
Member of the Board of Directors since 2008.

Hans Jochum Horn was born in 1948. 

He ea r ned a deg ree in Commerce from 

the University of Mannheim in 1974 (Diplom 

Kaufmann, MBA), and in 1977 graduated from 

Bergen University as a State Authorised Public 

Accountant. Mr. Horn came to Moscow in 1990 in 

order to open representative offi ces of the company 

Arthur Andersen in Russia. Mr. Horn managed 

Arthur Andersen for fi fteen years, during which time 

Arthur Andersen became integrated with Ernst & 

Young in the CIS and now employs 1900 people. Mr. 

Horn was in charge of 13 offi ces in 7 countries of the 

Commonwealth of Independent States. As an advisor 

to various government and business organisations 

in Russia and the CIS, Mr. Horn has worked with 

numerous companies in the spheres of auditing, 

business consulting and fi nance; he has worked with 

large local companies as well as with the leading 

foreign investors in Russia and the CIS. Mr. Horn 

is the Head of the Norwegian Association of MBA 

Graduates; he is one of the founders of the German 

Chamber of Commerce in Russia and is the President 

of “Junior Achievement Russia”. In 2004 Kommersant 

Publishing House included Mr. Horn into the list of 

one hundred top leading businessmen in Russia.

Hans Jochum Horn is a Deputy Chief Executive 

Offi cer of Renaissance Group.

Mr. Horn is the Chairman of the Audit Committee 

of the Board of Directors of Uralkali. 

Hans Jochum Horn is an independent director 

within the meaning of the Federal Law “On Joint 

Stock Companies”, the Corporate Governance Code 

of OJSC Uralkali and the UK Combined Corporate 

Governance Code.
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Ilya Yuzhanov
Member of the Board of Directors since 2006. 

Ilya Yuzhanov was born in 1960. 

He graduated from Zhdanov Leningrad State 

University with a degree in Economics in 1982. He 

has a PhD in Economics. 

In 1993–1997 Mr. Yuzhanov held various executive 

positions in state agencies of St. Petersburg. In 1997–

1998 Mr. Yuzhanov headed the State Committee 

on Land Resources and Land Utilisation of the 

Russian Federation. In 1998 he chaired the Ministry 

of Land Policy, Construction and Utilities of the 

Russian Federation. In 1999–2004 he served as the 

Minister of Antimonopoly Policy and Entrepreneur 

Support of the Russian Federation. In 2000–2003 

Ilya Yuzhanov served on the Board of Directors of 

OJSC Gazprom. In 2003–2004 he was a member of 

the Board of Directors of OJSC Russian Railroads. In 

2000–2008 Mr. Yuzhanov was a member of the Board 

of Directors of RJSC UES of Russia. In 2004–2006 he 

served as the Chairman of the Supervisory Board 

of OJSC NOMOS-BANK; he has been a member of 

the Supervisory Board of this company since 2006. 

From 2006 until 2009 Mr. Yuzhanov served on the 

Boards of Directors of OJSC Novatek and OJSC 

Kirovsky plant. In 2008 he also served on the Board 

of Directors of JSC IDGC Holding. He has worked 

as the Chairman of the Board of Directors of OJSC 

Polymetal since 2008. Mr. Yuzhanov has been a 

member of the Supervisory Board of JSC Alrosa since 

2009. In 2009–2010 Ilya Yuzhanov held the post of 

the Managing Director of LLC Deutsche Bank.

Mr. Yuzhanov has been serving on the Appoint-

ments and Remuneration Committee of the Board 

of Directors of Uralkali as its Chairman since Sep-

tember 2010.

Ilya Yuzhanov is an independent director within the 

meaning of the Federal Law “On Joint Stock Companies”, 

Corporate Governance Code of OJSC Uralkali and the 

UK Combined Corporate Governance Code.

Alexander Voloshin
Member of the Board of Directors since 2010.

Alexander Voloshin was born in 1956. 

He graduated from the Moscow University of 

Transport Engineering in 1978 and the All-Union 

Academy of Foreign Trade in 1986. 

In 1999–2003 – Head of Administration of the 

President of the Russian Federation. 

In 1999–2008 – the Chairman of the Board of 

Directors of RJSC UES of Russia.

In 2005–2008 – member of the Boards of 

Directors of OJSC Federal network company of the 

United Energy System and OJSC Systems operator – 

Central call center of the United Energy System. In 

2008 – served on the Board of Directors of JSC IDGC 

Holding. In 2008–2010 – Chairman of the Board 

of Directors of the OJSC MMC Norilsk Nickel. In 

2011 Alexander Voloshin was elected to the Board 

of Directors of OJSC MMC Norilsk Nickel and on 

01 April 2011 became the Chairman of the Board of 

Directors of this company. 

He was appointed Head of the task group 

responsible for establishment of the International 

Financial Center in July 2010 by the Order of the 

President of the Russian Federation.

Since August 2010 he has served on the Board of 

Diretors of Yandex NV. 

Mr. Voloshin was elected Chairman of the Board 

of Directors of Uralkali on 17 September 2010.

Alexander Voloshin is an independent director 

within the meaning of the Federal Law “On Joint 

Stock Companies”, Corporate Governance Code 

of OJSC Uralkali and the UK Combined Corporate 

Governance Code.
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Anton Averin 
Member of the Board of Directors since 2010.

Anton Averin was born in 1966. 

In 1988 he graduated from Moscow State 

University with a degree in Mathematics. 

In 1995 he earned a Ma ster’s Deg ree in 

Management from the International University in 

Moscow.

In 2002–2005 Mr. Averin worked as the Director 

of the Investment Department of Nafta Moskva LLC, 

and since 2005 – as the Director of the Investment 

Department of the OJSC GNK Nafta Moskva. In 2008 

Mr. Averin was appointed Managing Director of the 

Company Nafta Moskva.

Anton Averin is a Member of the Investments and 

Development Committee of the Board of Directors 

of Uralkali.

Pavel Grachev  
Member of the Board of Directors since 2010.

Pavel Grachev was born in 1973.

Mr. Grachev graduated from the Italian University 

of Trieste and Saint Petersburg State University in 

1998 with a degree in Law.

In 1998–2006 Pavel Grachev worked for the law 

firm Pavia e Ansaldo as the Managing Partner of 

the Moscow representative offi ce. In 2006 he was 

appointed Director of the legal department of Nafta 

Moskva and in 2008 – Managing Director of this 

company.

In 2009 Mr. Grachev became a member of the 

Boards of Directors of the OJSC PIK Group and OJSC 

Polyus Gold. He has been serving on the Board of 

Directors of PIK Group as its Chairman since 2010.

From August 2010 until February 2011 he worked 

as the General Director and President of OJSC 

Uralkali.

In 2010 Pavel Grachev became a member of 

the Supervisory Board of CJSC Belarusian Potash 

CompanyI.

P. Grachev served on the Appointments and 

Remuneration Committee of Uralkali from 

September 2010 until April 2011. His powers as a 

Member of this Committee are terminated as of the 

date of approval of this annual report. 

Anna Kolonchina
Member of the Board of Directors since 2010.

Anna Kolonchina was born in 1972.

In 1994 she graduated from the Financial 

Academy under the patronage of the Government of 

the Russian Federation with a degree in Accounting 

and Audit.
From 2001 to 2008 Ms. Kolonchina worked as a 

Director at Deutsche Bank AG, London. In 2008 

Ms. Kolonchina worked as the Managing Director 

of Wainbridge Limited. From November 2008 

until February 2010 worked as Vice-President for 

economics and finance of OJSC PIK Group. In 

February 2010 was appointed Managing Director of 

Nafta Moskva. 

Since 2010 Anna Kolonchina has been serving on 

the Boards of Directors of OJSC PIK Group, OJSC 

Polyus Gold, OJSC JSCB International Financial 

Club. She is a member of the Supervisory Board of 

CJSC Belarusian Potash Company. 

Anna Kolonchina is a Member of the Audit 

Committee of the Board of Directors of Uralkali.  

Alexander Malakh
Member of the Board of Directors since 2010.

Alexander Malakh was born in 1964.

In 1985 he graduated from the State University 

of Kazan with a degree in Applied Mathematics. 

Note
I. On 09.03.2011 the powers of  P. Grachev as a member of the Supervisory Board 

of CJSC Belarusian Potash Company were terminated
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He earned a Master’s degree in Computational 

Mechanics from the University of New York in 1994 

and received an MBA from Wharton Business School 

at the University of Pennsylvania in 1998.

From 1998 till 2001 Mr. Malakh worked as a 

consultant at McKinsey & Company. From 2001 until 

2004 Mr. Malakh held executive positions at Mars 

Incorporated: Head of New Business in the CIS, 

General Director of Mars Ukraine. 

In 2004–2007 Mr. Malakh held the post of 

Managing Director of Alfa Eco Group and served 

as the Chairman of the Boards of Directors of all 

its subsidiaries. In 2007–2010 Mr. Malakh served as 

CEO of Rosvodokanal. 

Mr. Malakh has been working as Deputy CEO of 

ICT Group. 

Alexander Malakh is the Chairman of the 

Investments and Development Committee and a 

member of the Audit Committee of the Board of 

Directors of Uralkali.

Alexander Mosionzhik 
Member of the Board of Directors since 2010.

Alexander Mosionzhik was born in 1961. 

In 1983 he graduated from Tula Polytechnic 

University, with a degree in Applied Mathematics. 

He has a PhD in Mathematics.

Mr. Mosionzhik has worked for Nafta Mosvka 

since 1999. He fi rst started in the company as the 

First Deputy CEO and later became the CEO. In 

2006 he was elected the Chairman of the Board of 

Directors of Nafta Moskva. 

In 2005–2008 Mr. Mosionzhik was the Chairman 

of the Board of Directors of OJSC Polymetal.  

Since 2009 Mr. Mosionzhik has been serving on 

the Boards of Directors of PIK Group and OJSC 

Polyus Gold; he is also a Deputy Chairman of the 

Board of Directors of OJSC Polyus Gold. 

Since 2010 Alexander Mosionzhik has been 

serving as a member of the Board of Directors of 

OJSC JSCB International Financial Club, member 

of the Supervisory Board of CJSC Belarusian Potash 

Company.

Since April 2011 – member of the Board of the 

Russian Union of Industrialists and Entrepreneurs, a 

non-profi t organisation which promotes the interests 

of Russian business.

Alexander Mosionzhik is the Deputy Chairman of 

the Board of Directors of Uralkali and a member of 

the Appointments and Remuneration Committee of 

the Board of Directors of Uralkali.

Alexander Nesis
Member of the Board of Directors since 2010.

Alexander Nesis was born in 1962. 

In 1985 he graduated from Lensovet Leningrad 

Institute of Technology with a degree in Radio-

chemistry. 

Alexander Nesis started his professional career in 

1986 in Baltiysky Plant where he worked until 1989.

In 1991 founded and managed a business entity 

which was then formed into an ICT Group in 1993. 

In 1993–1998 and in 2002–2005 Mr. Nesis served as 

the Chairman of the Board of Directors of Baltiysky 

Plant. 

In 1998–2003 Mr. Nesis worked as CEO of OJSC 

Polymetal – an ICT Group mining company.  

CEO of ICT Group.

Alexander Nesis is Deputy Chairman of the Board 

of Directors of  Uralkali , member of the Investments 

and Development Committee and member of the 

Appointments and Remuneration Committee of the 

Board of Directors of Uralkali.
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Uralkali securities are listed and traded on LSE, 

RTS and MICEX stock exchanges. The Company 

str ictly obser ves the Federal Law “On Joint 

Stock Companies” as well as the rules governing 

companies listed on the Russian and London Stock 

Exchanges.

Uralkali discloses all relevant information to 

shareholders and investors in full and in a timely 

fashion.

O R D I N A R Y  S H A R E S 

As of 31 December 2010 the authorised capital 

of Uralkali was 1,062,195,000 RUR, dividedI into 

2,124,390,000 registered ordinary shares with a par 

value of 0.5 RUR per share.

A 16 January 2004 directive of the Federal 

Commission for the Securities Market of Russia 

No. 04-81/r combined the additional issues of 

Uralkali securities. As a result, issues of registered 

ordinary uncertificated shares were assigned the 

state registration number 1-01-00296-A.

On 4 February 2011 Uralkali’s Shareholder 

Extraordinary General Meeting approved the 

proposal of the Board of Directors to introduce 

amendments to the Charter of the Company and 

pass the Charter in a new version. One of the key 

amendments was changing the number of the 

authorised shares, as it was stated in the Charter of 

the Company: instead of 1,500,000,000 (one billion 

five hundred million) shares with a par value of 

0.5 rouble per share the shareholders resolved that 

the Company has a right to issue 2,700,000,000 (two 

billion seven hundred million) ordinary registered 

shares with a par value of 0.5 rouble per share 

(hereinafter “authorised shares”). The increase in 

the number of the authorised shares was executed in 

order to convert OJSC Silvinit shares into Uralkali’s 

Note
I. Uralkali’s 2009 fi nancial statement, prepared in accordance with Russian 

Accounting Standards (Balance Sheet, line 410)

shares when the merger between the two companies 

takes place.

On 21 February 2011 the Board of Directors 

resolved to increase the authorised capital of the 

Company within the limits of the authorised shares 

through an additional offering of the ordinary 

registered shares of the Company to the number of 

1,200,000,000 (one billion two hundred million) 

shares with a par value of 0.5 rouble per share, with 

the combined value of 600,000,000 (six hundred 

million) RUR. The method of offering was to convert 

the ordinary and privileged shares of Silvinit into 

the ordinary shares of Uralkali. In connection with 

the increase of the authorised capital the Board of 

Directors also passed a resolution on the issuance of 

additional 1,050,000,000 shares and on the issuance 

of 150,000,000 shares to convert privileged shares of 

Silvinit into the ordinary shares of Uralkali.

As of 1 January 2010, there were 9,871 holders 

of record in Uralkali’s shareholder register; as 

of 31 December 2010, there were 9,626 holders of 

record.

G L O B A L  D E P O S I T A R Y 
R E C E I P T S  ( G D R S )

GDRs are issued in respect of ordinary shares in 

Uralkali at the ratio of 5 registered ordinary shares 

per 1 GDR. Global Depository Receipts are listed and 

traded on the London Stock Exchange (LSE).

Securities traded on the stock exchanges (LSE, 

MICEX and RTS) are fungible – ordinary shares may 

be converted into GDRs and vice versa.

The Federal Service for Financial Markets of the 

Russian Federation (FSFM) has issued a clarifi cation 

at Uralkali’s request that the FSFM permission 

granted to Uralkali with respect to its ordinary shares 

eligible for deposit into Uralkali GDR programme 

allows newly issued Uralkali shares to be deposited 

into the programme provided there is a headroom 

I N F O R M A T I O N  F O R  S H A R E H O L D E R S 
A N D  I N V E S T O R S
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within the limit of Uralkali ordinary shares specifi ed 

in the FSFM permission. The FSFM permission 

allows up to 616,073,100 Uralkali ordinary shares to 

be deposited into the programme. As a result, new 

Uralkali ordinary shares that will be issued upon 

conversion of ordinary and preferred shares in OJSC 

Silvinit on the merger of Silvinit into Uralkali will 

become eligible for deposit into the Uralkali GDR 

programme after registration of the prospectus, 

which may take up to 3 weeks after completion of 

the merger.

As of 31 December 2010, GDRs traded on the LSE 

amounted to 20% of the authorised capital of the 

Company. The depository is Bank of New York (see 

contacts on p. 121).

S T O C K  E X C H A N G E S 

As of 31 December 2010, Uralkali’s ordinary 

shares and GDRs, certifying the rights in respect 

to ordinary shares of Uralkali, are traded on the 

following stock exchanges: LSE, MICEX and RTS.

Company Benefi ciary
Share in 
Uralkali

Kaliha Finance Ltd Suleiman Kerimov .%

Aerellia Investments Ltd Alexander Nesis .%

Sterosol Holdings Ltd Alexander Nesis .II%

Perfecthold Ltd Alexander Nesis .%

Becounioco Holdings Ltd Filaret Galchev .%

Cosmopro Traiding Ltd Filaret Galchev .%

Serpentia Investments Ltd Alexander Mamut .%

The Bank of New York 
(depositary) .I%

Legal entities and 
individuals .%

Notes
I. As of 15 April 2011

II. Includes 0.95% of the ordinary shares of OJSC Uralkali represented by GDRs 

of Uralkali held by Sterosol Holdings Ltd

Equity structure, 31 December, 2010

16.48% Legal entities 

and individuals

8.00% Becounioco Holdings Ltd

7.00% Cosmopro Trading Ltd

13.20% Aerellia Investments Ltd

25.00% Kaliha Finance Ltd

20.31% The Bank of New York

10.01% Madura Holding Ltd

Equity structure is given as of 19 April 2011 

17.70% Legal entities and individuals

8.00% Becounioco Holdings Ltd

25.00% Kaliha Finance Ltd

21.10% The Bank of New YorkI

5.65% Sterosol Holdings LtdII

4.50% Perfecthold Ltd

3.50% Serpentia Investments Ltd

7.55% Aerellia Investments Ltd

7.00% Cosmopro Trading Ltd

118 Ur a l k a l i  |  A n nu a l  Re p o r t  2010

C O R P O R A T E  G O V E R N A N C E

Ta ble of  C o nte nt s



Ticker code

RTS URKA, URKAG, URKAS

MICEX URKA 

LSE URKA 

CUSIPI:

 – Regulation S GDRs E

 – Rule A GDRs E

ISINII:

 – Regulation S GDRs USE

 – Rule A GDRs USE

RU

L S E :  T R A D I N G  I N  G D R  U R K A

2010 2009

Maximum . .

Minimun . .

Price at the end of the year . .

Trading Volume (mln GDRs) . .

(US$)

M I C E X :  T R A D I N G  I N  O R D I N A R Y 

S H A R E S  U R K A  ( M A R K E T 

T R A N S A C T I O N S )

2010 2009

Maximum . . 

Minimum . . 

Price at the end of the year . .

Trading Volume (mln shares) . ,.

(RUR)

R T S :  T R A D I N G  I N  O R D I N A R Y  S H A R E S 

U R K A  ( M A R K E T  T R A N S A C T I O N S )

2010 2009

Maximum . . 

Minimum . . 

Price at the end of the year . .

Trading Volume (mln shares) . .

(RUR)

Notes
I. CUSIP (Committee on Uniform Security Identification Procedures) – 

identifi cation number given to the issue of shares for the purposes facilitating 

clearing

II. ISIN (International Securities Identification Number) – International 

Identifi cation Number of the share

Shares price performance on the RTS, 2010
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D I V I D E N D S

T A X A T I O N 

Dividend payments in Russia are taxed at 9% 

for domestic shareholders, both individuals and 

corporate entities, and 15% for overseas investors. In 

situations when a double taxation treaty is applied, 

the tax payable is determined by reference to this 

agreement.

The company discloses taxation data as general 

information. Potential and existing investors in 

Uralkali shares, including GDRs, are advised to consult 

their investment advisors on tax implications.

D I V I D E N D  P O L I C Y 

Dividend payment is subject to Russian federal law.

Dividends are paid from Uralkali’s net profi t (profi t 

after tax), which is determined based on its accounting 

statements. In accordance with the Federal Law “On 

Joint Stock Companies”, the Company Charter and 

the Regulations on Dividend Policy, the Company 

is entitled to decide (announce) on the full-year 

dividend, as well as quarterly dividends at three, six 

and nine months (interim dividends). Decisions on 

the payment and size of dividends are made by the 

Shareholder General Meeting. However, the dividend 

amount may not exceed the amount recommended 

by the Company’s Board of Directors.

Uralkali’s dividend policy stipulates that dividend 

payments should amount to at least 15 percent of net 

profi t, determined on the basis of the Company’s 

fi nancial statements for the corresponding period, 

prepared in accordance with the International 

Financial Reporting Standards (IFRS). At the same 

time, Uralkali draws shareholders’ attention to the 

fact that setting dividend payments is a right, and not 

an obligation, of the Company.

D I V I D E N D S  P E R  C H A R E

Period
Date of decision 

on dividend payment
Dividend per ordinary share 

/ one GDR, RUR
Accrued dividends, RUR 

in ths

Dividend payout ratio 
(dividend payment as % of 

net profi t) 

 months of  .. . ,,. %

 months of  .. . ,,. %

 .. ./. ,,. %

 months of  .. ./. ,,. %

 .. ./. ,,. %

Uralkali discloses all relevant information on dividends in the quarterly issuer reports which are available on the 

Company’s website: www.uralkali.com.
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R E G I S T R A R :

Closed Joint Stock Company Registrator Intraco

Abbreviated name: Registrator Intraco

64, Lenina Street, Perm, Russian Federation, 

614990

Tel: +7(342) 233-01-64

Fax: +7(342) 233-01-63

Web: www.intraco.ru 

E-mail: root@intraco.ru

Operating licence to maintain share register

Licence number: 10-000-1-00272

Date of issue: 24.12.2002

Date of expiry: Perpetual

Issuing authority: Federal Financial Markets 

Service

D E P O S I T O R Y :

Bank of New York

101 Barclay Street

22nd Floor

New York, New York 10286

United States of America

I R  C O N T A C T S :

Anna Batarina

Vice President for Investor Relations

Daria Fadeeva

Investor Relations Manager

Tel: +7(495) 730-2371

ir@msc.uralkali.com

M E D I A  C O N T A C T S :

Alexey Sotskov

Head of Media Relations

Vladimir Ravinsky 

Head of Media Relations Unit

Tel: +7(495) 730-2371

pr@msc.uralkali.com 
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The Audit Committee of Uralkali’s Board of 

Directors has designated the development of an 

effective risk management system as one of the 

Company’s most important strategic aims.

This includes identifying the events that can 

adversely affect the Company’s ability to meet its 

business objectives in a timely and effi cient manner 

and implementing adequate countermeasures, 

ensuring the balance between the responsibilities 

and authorities of the decision-makers.

Risk management is an indispensible part of 

Uralkali’s system of corporate governance: all 

employees of the Company participate in the 

process of managing risks on continuing basis. In 

2010 the Company aimed its efforts at identifying 

and assessing risks, developing and implementing 

the countermeasures directed at minimising these 

risks. Uralkali’s key risk ranking Matrix was regularly 

updated with regard to the changes of external and 

internal risk factors

To minimise risks, the Company’s management 

focused their efforts on implementing plans of 

corrective measures aimed at addressing high risks 

in the fi elds of Uralkali’s corporate governance and 

investment management, production, environment 

and industrial safety, purchasing and distribution. 

To provide reasonable assurance that the Company’s 

risk appetite corresponds to the remaining risks, 

Uralkali’s management oversaw timeliness and 

effi ciency of implementation of corrective measures 

and the subsequent risk assessment.

R I S K  M A N A G E M E N T

U R A L K A L I ’ S  R I S K  M A N A G E M E N T  S Y S T E M
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K E Y  R I S K  F A C T O R S

This section describes only those key risk factors 

(in addition to the risks inherent to the jurisdictions 

in which Uralkali operates) which are likely to affect 

severely Uralkali’s business, fi nancial condition and 

operational performance. All estimates and forecasts 

presented in this Annual Report should be viewed 

taking into account the risk factors described in this 

section.

Other risks that Uralkali is currently not aware of, 

or believes to be immaterial, could become material 

in future and may also have a severe adverse effect 

on Uralkali’s business, financial condition and 

operational results.

The Annual Report does not present an exhaustive 

account of all risks facing the Company. Uralkali will 

make further disclosures of relevant information 

on an ongoing basis as required according to the 

demands of Russian legislation and the Disclosure 

and Transparency Rules of the UK List ing 

Authority.

Inflation Inflationary pressures and currency fluctuations resulting in higher production costs due to the rise in 

prices of materials, resources and services (for example, freight services) may lead to a reduction in net 

profit and increase of investment outlay.

Insufficient potash demand Macroeconomic factors, which include changes in the world population, availability of arable land per 

capita, reduced levels of income and lack of potash consumer finance, may result in reduced world demand 

for potash.

Excess potash supply Excessive global potash production by potash producers and high inventory levels among consumers may 

lead to excess potash supply in the market, which could cause a decline in potash demand and create 

downwards pressure on potash prices. As a result, this may reduce revenue volumes and, consequently, the 

Company’s profitability.

Investment activity The cost of expanding capacity and boosting performance as well as other investment costs account for a 

significant proportion of Uralkali’s budget. There is a risk that investment projects could exceed their time 

limits or planned costs, or that it may prove impossible to meet the projects’ technological targets.

Suppliers and contractors Uralkali’s suppliers and contractors include key contractors that are of strategic importance for the 

Company’s operations. The loss of such contractors, substantial changes in the costs of their goods and 

services, and risk of default may adversely affect the Company's business.

Employees Uralkali’s operations are dependent on the availability of professional and highly qualified employees 

in the labour market. Uralkali may fail to attract, retain and motivate high-quality staff and may face 

additional costs for training and professional development of the Company’s personnel. All this may 

adversely affect the Company’s ability to meet its business objectives.

Licensing activity Uralkali’s activities depend on the continuing validity of its licences and compliance with their terms. 

Changes in legislation and withdrawal or restriction of licences by regulatory bodies may adversely affect 

the business of the Company.

Production capacity and 
output

Uralkali’s potash production may be diminished by various internal factors, such as emergency downtime 

or deterioration of physical infrastructure, and external factors, such as deterioration of ore quality or 

reduced capacity owing to technological changes prescribed by regulatory bodies as well as other internal 

and external factors.

Production costs Uralkali’s production costs could rise as a result of the physical depreciation of the production equipment, 

utilisation of outdated technology in the process of production, ineffective productivity improvement 

programmes or the failure to implement cost reduction programmes. Exposure to such risks is likely to 

directly affect the level of the Company’s net profit.

Mineral resources Uralkali’s estimates of its reserves and resources may be considerably different from the mineral quantities 

that can be actually recovered while certain ore reserves or mineral deposits may become unprofitable to 

mine.
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Natural and mining hazards Uralkali’s mining and production operations are subject to hazards and risks associated with the 

exploration, development and processing of mineral resources, including potential flooding, fires and 

other accidents, which may lead to accidental losses and overall decrease of the Company’s efficiency.

Risks related to Berezniki- 
flooding

The flooding of Uralkali’s Berezniki-, which took place in October , had a significant impact on the 

volume of Uralkali’s potash reserves and may result in additional costs, losses and liabilities.

Additional costs related to 
regulatory reviews

Uralkali’s activity is subject to various reviews by tax authorities, the Federal Service for Environmental, 

Technological and Nuclear Supervision (Rostekhnadzor) and other relevant regulatory bodies. These 

reviews may lead to the imposition of additional obligations, costs and restrictions (for example, if 

governmental authorities take a more assertive position in their assessment and interpretation of the 

legislation).

Legislative changes Uralkali is subject to changes in Russian and international legislation, which may severely affect the 

Company’s business and result in additional costs the Company will accrue in order to operate in 

accordance with new legislative norms

Antimonopoly law Uralkali is subject to antimonopoly legislation in Russia and other countries. Antimonopoly claims and 

lawsuits may lead to additional costs for the Company.

Subsidiaries and joint 
ventures

Risks associated with Uralkali’s key subsidiaries and joint ventures (such as BPC and BBT) may adversely 

affect the Company’s business, including its distribution network.

Health, safety and 
environment

Uralkali’s operations and specificity of its property are subject to complex environmental and health and 

safety regulations (which may allow variant readings). Compliance with these regulations may result in 

additional costs and obligations for Uralkali.

Proposed Combination Various factors relating to the merger of OJSC «Uralkali» and OJSC «Silvinit», including court claims of 

minority shareholders, may have an adverse effect on the completion of the merger or may result in delay, 

additional costs, losses and liabilities. 
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The Company has a system of internal control in 

place. The system covers all key business processes of 

the Company including the process of preparation 

of fi nancial statements and reports.

The system of internal control is governed by the 

Regulations on the System of Internal Control of 

Financial and Economic Activity of the Company, 

which is approved by the Board of Directors of the 

Company. 

Internal control procedures are primarily 

intended to ensure reliability and fairness of fi nancial 

statements and governance reports of the Company. 

Some of the key elements of the system of internal 

control are organisation of the system of collection, 

processing and transmission of information as well 

as generation of reports and messages containing 

operational, fi nancial and other information on the 

Company.  

The system of internal control implemented in the 

Company is based on the principle of separation of 

key functions and competences of the offi cers and 

departments of the Company that are responsible 

for the development, approval, implementation 

and assessment of the Company’s existing internal 

control procedures. 

Proper and timely actions of the management and 

the departments of the Company in compliance with 

their responsibilities are the main elements of the 

system of internal control in regards to its reliability, 

completeness and timeliness.

The main aims of the risk management system are: 

identifi cation and assessment of risks to the existing 

business processes of the Company, and development 

and implementation of control procedures, which 

allow the Company to minimise its risks or to avoid 

them altogether.

E X T E R N A L  A U D I T  O F  F I N A N C I A L 

S T A T E M E N T S

Every year the Company elects an external 

auditor who is responsible for the auditing and 

inspection of the consolidated fi nancial statements 

of the Company in compliance with the IFRS and 

who prepares reviews of the consolidated interim 

abbreviated fi nancial information of the Company in 

compliance with the requirements of the IFRS. The 

external auditor of the Company is selected from 

the “top four” auditing companies after a thorough 

review of their proposals. Following the review of 

the auditors’ proposals, the Audit Committee gives 

its recommendations to the Board of Directors 

regarding the candidature of the auditor and the 

amount of the auditor’s compensation, and advises 

the Board of Directors on other terms and conditions 

of the contract with the auditor. In 2010, based on the 

recommendation of the Audit Committee, the Board 

of Directors selected CJSC PricewaterhouseCoopers 

Audit to conduct the audit of the fi nancial statements 

of the Company for the year 2010.

E X E C U T I V E  V I C E - P R E S I D E N T  F O R 

E C O N O M I C S  A N D  F I N A N C E

The Executive Vice-President for Economics and 

Finance is responsible for the following:

• Ensuring availability of necessary information 

in the enterprise resource planning system of 

the Company; supervision and confirmation of 

reliability of the information entered into the 

enterprise resource planning system by the offi ce 

of the Executive Vice-President for Economics and 

Finance;

• Coordination and management of relationship 

with the auditors of the Company;

• Inventory of the assets of the Company.

K E Y  F E A T U R E S  O F  I N T E R N A L  C O N T R O L 
A N D  R I S K  M A N A G E M E N T  S Y S T E M  I N  R E L A T I O N 
T O  T H E  F I N A N C I A L  R E P O R T I N G  P R O C E S S
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R E V I S I O N  C O M M I S S I O N

The Revision Commission is responsible for the 

following aspects of preparation of the Company’s 

fi nancial statements:

• confi rmation of the reliability of information 

included in the annual reports of the Company, 

its annual and periodic accounting statements 

and confi rmation of the reliability of information 

included in the reporting documents submitted to 

government authorities responsible for statistics and 

other government bodies; 

• assessment of the system of internal control. 

A U D I T  C O M M I T T E E

The Audit Committee is responsible for the 

following aspects of preparation of the Company’s 

fi nancial statements: 

• preliminary review of the Company’s reports 

and draft conclusions of the external auditor, 

discussion of these documents with the management 

of the Company prior to their review by the Board of 

Directors of the Company;

• analysis of the annual report of the Company 

and other publicised information, development 

of recommendations regarding its preliminary 

approval;

• development of recommendations regarding the 

candidature of the external auditor of the Company. 

Analysis of the auditor’s professional qualifi cations 

and independent status;

• settlement of confl icts which may arise during 

the process of audit, including all restrictions of 

audit procedures and access to information;

• supervision and monitoring of eff iciency 

of internal control systems and procedures, 

development of recommendations regarding their 

improvement;

• supervision and monitoring of effi ciency of risk 

management processes implemented in the Company 

and in the Group of companies; development of 

recommendations regarding possible improvement 

of risk management processes;

• approval of the map of the key risks of the 

Company and monitoring of actions intended to 

minimise/hedge these key risks;

• functional management of the department 

of internal audit, ensuring its independence and 

objectivity. 

B O A R D  O F  D I R E C T O R S

The Board of Directors of the Company approves 

the consolidated fi nancial statements of the Company 

prepared in compliance with the IFRS; the Board 

also approves the reviews of the consolidated interim 

abbreviated financial information prepared in 

accordance with the requirements of the IFRS, based 

on the recommendations of the Audit Committee 

which is responsible for preliminary review of the 

indicated documents. 
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Directors’ responsibility statement 

We confi rm that to the best of our knowledge: 

- the consolidated fi nancial statements, prepared in accordance with IFRS, give a true and fair view of the 

assets, liabilities, fi nancial position and profi t or loss of the Company and the undertakings included in the 

consolidation taken as a whole;

- this Annual Report includes a fair review of the development and performance of the business and the position 

of the Company and the undertakings included in the consolidation taken as a whole, together with a description 

of the principal risks and uncertainties that they face. 

On behalf of the Board, which approved the making of the responsibility statement for the Company at a Board 

Meeting on 27 April 2011. 

R E S P O N S I B I L I T Y  S T A T E M E N T
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This is a letter to confi rm that SRK Consulting (UK) Limited (SRK) has reviewed all of the key information on 

which the most recently (1 January 2011) reported Mineral Resource and Ore Reserve statements for the mining 

assets of Joint Stock Company Uralkali (Uralkali) are based. Specifi cally it sets out SRK’s view regarding the 

tonnes and grade of rock which has the potential to be mined by the existing and planned mining operations 

(the Mineral Resource), the quantity of product expected to be produced as envisaged by the respective Business 

Plan (the Ore Reserve) and the work done to derive these.

SRK has not independently re-calculated Mineral Resource and Ore Reserve estimates for Uralkali’s operations 

but has, rather, reviewed the quantity and quality of the underlying data and the methodologies used to derive 

and classify the estimates as reported by Uralkali and made an opinion on these estimates including the tonnes, 

grade and quality of the potash planned to be exploited in the current mine plan, based on this review. SRK has 

then used this knowledge to derive audited resource and reserve statements according to the guidelines and 

terminology proposed in the JORC Code.

This report presents both the existing Uralkali resource estimates according to Russian standard reporting 

terminology and guidelines and SRK’s audited JORC Code statements. All of these estimates are dated as of 

1 January 2011. SRK has restricted its assessment to the resources and reserves at Mine 2, Mine 4 and Mine 5. Mine 

1 and Mine 3 have been excluded as these have no realistic potential to be re-opened in the foreseeable future. 

1 .  Q UA N T I T Y  A N D  Q UA L I T Y  O F  D A T A

While a drilling programme was initiated during 2009 to improve confi dence in the resource estimates in 

the eastern portion of Mine 4, the resource and reserve estimates derived by Uralkali are primarily based on 

exploration drilling undertaken between 1972 and 1998. A specially laid out drilling programme was developed 

for each mine with the aim of enabling 10% of the contained resources to be assigned to the A category of resources 

as defi ned by the Russian Reporting Code, 20% to the B category and 70% to the C1 category. 

The A category is the highest category in the Russian Reporting Code and only used where the stated tonnage 

and grade estimates are considered to be known to a very high degree of accuracy. The B, C1 and C2 categories 

are lower confi dence categories, with C2 denoting the least level of confi dence in the three categories. In the case 

of Uralkali, blocks are assigned to the A category where the drillhole spacing is less than 1km, to the B category 

where the drillhole spacing is between 1 and 2km and to the C1 category where the drillhole spacing is 2km. Areas 

drilled at a larger spacing than this, up to a 4km spacing, are assigned to the C2 category, though only a very small 

proportion of Uralkali’s resources have been categorised as such. SRK considers that in this case all of these 

categories, apart from C2, are acceptable for use in supporting mining plans and feasibility studies.

As a result of the above process, each mine is drilled on a 2km by 2km grid or less before a decision is taken 

to develop the mine. This information is, however, then supplemented by underground drilling once the access 

development is in place. This typically creates a grid of intersections measuring 400m by 200m. Uralkali does 

not upgrade the categorisation of its resources based on this drilling but rather uses this to optimise the mining 

layouts.

The drillholes, whether drilled from surface or underground, are sampled at intervals of at least 10cm. If a 

seam consists of several layers then each layer is sampled separately. The resulting samples are crushed and milled 

under the control of the geology department to produce an approximate 100g sample prior to submission to the 

laboratory.
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 Assaying is carried out at in house laboratories located at each mine. No samples are sent to any independent 

laboratories but there is an internal system of check assaying and repeat assaying. Approximately 5% of samples 

are repeat assayed. The majority of the assaying is carried out using classical wet chemistry techniques. SRK 

considers that the exploration approach followed by Uralkali has been appropriate and specifi cally aimed at 

collecting the data appropriate to the estimation of potash resources and that suffi cient data of suffi cient quality 

has been collected to support the resource estimates as derived by Uralkali and as presented here.

2 .  R E S O U R C E  E S T I M A T I O N

I N T R O D U C T I O N

The most up to date resource statements produced by Uralkali are those derived for the annual 5GR reports 

produced earlier this year which give the status as of 1 January 2011. The completion of 5GR reports is a statutory 

requirement. These estimates were produced using standard classical Russian techniques and are essentially 

based on calculations made in previous years adjusted for mining during 2010. This section therefore comments 

primarily on these statements.

U R A L K A L I  E S T I M A T I O N  M E T H O D O L O G Y

Each seam and each mine is treated separately in the resource estimation procedure. In each case the horizons 

are fi rst divided into blocks such that each sub-divided block has reasonably consistent borehole spacing within 

it; that is more intensely drilled areas are subdivided from less intensely drilled areas. Each resulting “resource 

block” is then evaluated separately using the borehole intersections falling within that block only.

Specifi cally, composite K2O and MgO grades are derived for each borehole that intersected each block and 

mean grades are then derived for each block by simply calculating a length weighted average of all of these 

composited intersections. No top cuts are applied and all intersections are allocated the same weighting. 

A separate plan is produced for each seam showing the results of the above calculations, the lateral extent of 

each sub block, and any areas where the seams are not suffi ciently developed. The aerial coverage of each block 

is then used with the mean thickness of the contained intersections to derive a block volume. The tonnage for 

each block is then derived from this by applying a specifi c gravity factor calculated by averaging all of the specifi c 

gravity determinations made from samples within that block. 

The data for each resulting block is plotted on a Horizontal Longitudinal Projection (HLP). This shows the 

horizontal projection of the extent of each block as well as its grade and contained tonnage. The HLP also shows 

the block classifi cation, this being effectively a refl ection of the confi dence of the estimated tonnes and grade.

U R A L K A L I  R E S O U R C E  S T A T E M E N T S

Table 1 below summarises SRK’s understanding of the resource statements prepared by Uralkali to refl ect the 

status of its assets as of 1 January 2011. Uralkali’s statements are based on a minimum seam thickness of 2m and 

a minimum block grade which dependent on the mine varies between 13.6% and 13.9% K2O.
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T A B L E  1 :  U R A L K A L I  S Y L V I N I T E  M I N E R A L  R E S O U R C E 
S T A T E M E N T  A T  1  J A N U A R Y  2 0 1 1

Category
Tonnage

(Mt)
K2O

(%)
K2O
(Mt)

Mine 
A . . .

B . . .

C . . .

A+B+C . . .
C - - -

Mine 
A . . .

B . . .

C ,. . .

A+B+C ,. . .
C . . .

Mine 
A . . .

B . . .

C . . .

A+B+C ,. . .

C - - -

All Mines
A . . .

B . . .

C ,. . .

Grand Total A+B+C ,. . .
C . . .

S R K  C O M M E N T S

SRK has reviewed the estimation methodology used by Uralkali to derive the above estimates and the geological 

assumptions made and considers these to be reasonable given the information available. SRK has also undertaken 

various re-calculations both of individual blocks and seams as a whole and has in all cases found no material errors 

or omissions and has replicated the estimates derived by Uralkali to within 5%. 

Overall, SRK considers the resource estimates reported by Uralkali to be a reasonable refl ection of the total 

quantity and quality of material demonstrated to be present at the three assets as of 1 January 2011. 
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S R K  A U D I T E D  M I N E R A L  R E S O U R C E  S T A T E M E N T S

Table 2 below presents SRK’s audited resource statements. SRK has re-classifi ed the resource estimates using the 

terminology and guidelines proposed in the JORC Code. In doing this, SRK has reported those blocks classifi ed as 

A or B by Uralkali as Measured, those blocks classifi ed as C1 as Indicated and those blocks classed as C2 as Inferred. 

SRK’s audited Mineral Resource statements are reported inclusive of those Mineral Resources converted to Ore 

Reserves. The audited Ore Reserve is therefore a sub set of the Mineral Resource and should not therefore be 

considered as additional to this. 

SRK has not attempted to optimise Uralkali’s Business Plan. Consequently, SRK’s audited resource statements 

are confi ned to those seams that both have the potential to be mined economically and which are currently being 

considered for mining only. 

T A B L E  2 :  S R K  A U D I T E D  S Y L V I N I T E  M I N E R A L  R E S O U R C E 
S T A T E M E N T  A T  1  J A N U A R Y  2 0 1 1

Category
Tonnage

(Mt)
K2O

(%)
K2O
(Mt)

Mine 
Measured . . .

Indicated . . .

Measured + Indicated . . .
Inferred - - -

Mine 
Measured . . .

Indicated ,. . .

Measured + Indicated ,. . .
Inferred . . .

Mine 
Measured . . .

Indicated . . .

Measured + Indicated ,. . .
Inferred - - -

All Mines
Measured ,. . .

Indicated ,. . .

Total Measured + Indicated ,. . .
Inferred . . .
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S R K  C O M M E N T S

The audited Mineral Resource statement as at 1 January 2011 presented above is different to that presented 

as at 1 January 2010 as a function of mining activity during 2010, some re-assessments completed during 2010 by 

Uralkali to refl ect updated mining limitations imposed by the appropriate regulatory bodies and the inclusion 

of Mixed Salts at Mine 2 that were not previously included by SRK when producing the Resource statement at 

1 January 2010. 

3 .  O R E  R E S E R V E  E S T I M A T I O N

I N T R O D U C T I O N

Uralkali does not report reserves as these are typically defi ned by reporting guidelines and terminology 

developed in Europe, North America and Australia; that is, estimates of the tonnage and grade of total material 

that is planned to be delivered to the various processing plants over the life of the mine. SRK has therefore derived 

estimates of such using historical information gained during its site visits regarding the mining losses and dilution 

experienced during mining to date. SRK has also restricted the resulting estimates to those areas planned to 

be mined by Uralkali’s Business Plan during the next 20 years from 2011 to 2030 inclusive. This Business Plan 

assumes that Uralkali will successfully re-negotiate its Mining Licences in 2013 and the Ore Reserve Statements 

therefore also assume this will be the case. 

M O D I F Y I N G  F A C T O R S

The Modifying Factors applicable to the derivation of reserves comprise estimates for ore losses and planned 

and unplanned dilution associated with the separation of the ore and waste. This is normally a function of the 

orebody characteristics and mining methods selected. 

The Modifying Factors considered by SRK to be appropriate for the sylvinite being mined at each of the assets 

are shown in Table 3 below. The Tonnage Conversion Factor takes into account both the percentage of material left 

behind in pillars and the amount of dilution included when mining the ore and is applied to the in situ resource 

tonnage to derive the tonnage of material expected to be delivered to the plants. The K2O Grade Conversion Factor 

accounts for the difference in grade between the in situ resource and the above plant feed tonnage as a result of 

incorporation within the latter of waste extracted along with this and is therefore applied to the in situ grade to 

derive the grade of ore expected to be delivered to the plants.

Uralkali undertakes an annual reconciliation to compare the ore tonnes mined each year with the resource 

that has been sterilized by this mining and it is these fi gures for the last three years that SRK has reviewed to 

derive Tonnage Conversion Factor. Similarly Uralkali keeps a record of the in situ grade of the material sterilized 

by mining each year and SRK has compared these with the grade of material reported to have been fed to 

the plants over the last three years to derive the Grade Conversion Factor. Given this, SRK is confi dent that the 

Modifying Factors used refl ect the geometry of the orebodies being mined and the mining methods currently 

being used. 
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T A B L E  3 :  S R K  M O D I F Y I N G  F A C T O R S

Description Units Mine 2 Mine 4

Tonnage Conversion Factor (%) . .

KO Grade Conversion Factor (%) . .

S R K  A U D I T E D  O R E  R E S E R V E 

S T A T E M E N T S

As with its audited Mineral Resource statements, 

SRK’s Ore Reserve statements have been re-classifi ed 

using the terminology and guidelines proposed in 

the JORC Code. 

SRK has not attempted to optimise the Uralkali 

Business Plan. Consequently, SRK’s audited Ore 

Reserve statements are confined to those seams 

that are currently being considered for mining 

only and therefore the minimum mining width of 

2m and K2O block cut-off grades of 13% as used 

by Uralkali. Specifi cally, for the operating mines, 

SRK has classed that material reported in the tables 

above as a Measured Mineral Resource, and which 

is planned to be exploited within the fi rst ten years 

of the Business Plan, as a Proved Ore Reserve; and 

that material reported in the tables above as either a 

Measured and/or Indicated Mineral Resource, and 

which is planned to be exploited during the following 

ten years of the Business Plan, as a Probable Ore 

Reserve. 

In the case of Mine 5, SRK has not transferred 

any of the reported Measured or Indicated Mineral 

Resource to Ore Reserve status, given that technical 

work, inclusive of feasibility studies are ongoing to 

confi rm the potential economics of developing this 

as a separate mine. In addition no Inferred Mineral 

Resources have been converted to Ore Reserve.

SRK can confi rm that the Ore Reserve defi ned in 

Table 4 below has been derived from the resource 

blocks provided to SRK and incorporates suffi cient 

estimates for ore losses and dilution based on actual 

historical data. 

The large difference between SRK’s audited 

Mineral Resource statement and its audited Ore 

Reserve statement is partly a function of the relatively 

low mining recovery inherent in the Room and Pillar 

mining method employed and partly a function 

of the fact that SRK has limited the Ore Reserve 

statement to that portion of the Mineral Resource 

on which an appropriate level of technical work 

has been completed. In this case this relates to the 

period covered by Uralkali’s 20 year Business Plan. 

Mine 2 Ore Reserves are fully depleted within the 

20 year period of the Business Plan, however, Mine 

4 Ore Reserves have the potential to extend beyond 

the current 20 year period and, at an assumed 

production rate of 20Mtpa, could extend the mine 

life up to a further 15 to 20 years. 
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T A B L E  4 :  S R K  A U D I T E D  S Y L V I N I T E  O R E  R E S E R V E 
S T A T E M E N T  A T  1  J A N U A R Y  2 0 1 1

Category
Tonnage

(Mt)
K2O

(%)
K2O
(Mt)

Mine 
Proved . . .

Probable . . .

Total . . .

Mine 
Proved . . .

Probable . . .

Total . . .

All Mines
Proved . . .

Probable . . .

Grand Total . . .

S R K  C O M M E N T S

The audited Ore Reserve statement as at 1 January 2011 presented above is different to that presented as at 

1 January 2010 as a result of mining during 2010, the inclusion of Mixed Salts at Mine 2 which had not been 

included previously and modifi cations to the Uralkali Business Plan to 2030 resulting in less ore projected to be 

mined from Mine 4 compared to the Business Plan in place previously. 

4 .  C O N C L U D I N G  R E M A R K S

In SRK’s opinion the Mineral Resource and Ore Reserve statements as included herein are materially compliant 

with the JORC Code and are valid as at 1 January 2011. SRK considers that should the Ore Reserves as presented 

herein be re-stated in accordance with the reporting requirements of the United States Securities and Exchange 

Commission (the “SEC”), specifi cally Securities Act Industry Guide 7 (“Industry Guide 7”), such Ore Reserves 

would not be materially different. SRK however notes that certain terms as used in this letter, such as “resources” 

are prohibited when reporting in accordance with Industry Guide 7.

Yours faithfully

Nick Fox

Senior Resource Geologist

Dr Mike Armitage

Chairman SRK Consulting (UK) Ltd
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G L O S S A R Y

T E R M S  A N D  A B B R E V I A T I O N S

Acron Producer of compound fertilisers, Russia

Agrifert S.A. Principal trading agent of Silvinit in export 

markets

Agrium Agrium Inc., Canada

APC Arab Potash Company Ltd, Jordan

Canpotex Сanpotex Limited, Canadian potash exporting 

marketing fi rm wholly owned by its 3 producers 

Potash Corp, Mosaic, Agrium

EuroChem Mineral-Chemical Company EuroChem, Russia

ICL Israel Chemicals Ltd., Israel

IPC International Potash Company, Russia

K+S K+S Group, Germany

Mosaic The Mosaic Company, USA

PhosAgro Producer of phosphate-based fertilisers, Russia

Potash Corp. Potash Corporation of Saskatchewan, Canada

Yara Yara International, Norway

SQM Mineral fertilisers producing company 

(Sociedad Quimica y Minera de Chile), Chili

CFR “Cost and Freight”, title transfers when goods 

pass the rail of the ship in the port of shipment

FCA “Free Carrier”, title transfers when goods are 

loaded on the fi rst carrier (railway carriages)

FOB “Free On Board”, title to goods transfers as soon 

as goods are loaded on the ship

GMOP Granular muriate of potash

K Chemical element Potash

K2O Potassium oxide

KCl Potassium chloride (1KCI=1.61 K
2
O)

MOP Muriate of potash

N Chemical element Nitrogen

NaCl Sodium chloride

NPK Nitrogen-phosphorus-potassium fertiliser

P Chemical element Phosphorus

PMOP Pink muriate of potash

WMOP White muriate of potash

Carnallite A hydrated potassium magnesium chloride with 

formula: KMgCl
3
·6(H

2
O)

BBT Baltic Bulk Terminal, St. Petersburg, Russia

Berezniki-1, 2, 3, 4 
(Mine 1, 2, 3, 4; 
BKPRU-1, 2, 3, 4)

Potash production mining department 

of Berezniki

BPC Belarusian Potash Company, marketing joint 

venture organisation of Uralkali and Belaruskali

Ust-Yayva Mine 5

BRIC Brazil, Russia, India, China

CIS Commonwealth of Independent States

FSU Former Soviet Union

SEA Southeast Asia

FAPRI Food and Agriculture Policy Research Institute, 

USA

Fertecon Fertiliser Economic Market Analysis and 

Consultancy, UK

FMB Fertiliser Market Bulletin, FMB Limited, UK

IFA International Fertiliser Association, France

IMF International Monetary Fund, USA

IPNI International Plant Nutrition Institute, USA

USGS US Geological Survey, USA

JORC standarts Joint Ore Reserves Committee standarts for 

public reporting on mineral resources and 

mineral (ore) reserves, Australia

CUSIP Committee on Uniform Security Identifi cation 

Procedures

GDP Gross Domestic Product

GDR Global Depositary Receipt 

ISIN International Securities Identifi cation Number

LSE London Stock Exchange

MICEX Moscow Interbank Currency Exchange Trading 

Board

RTS Russian Trading System

  

CAGR Compound Annual Growth Rate

CAPEX Capital Expenditures

COGS Cash Cost of Goods Sold

EBITDA Earnings Before Interest, Taxes, Depreciation 

and Amortisation

Throughout the report EBITDA means adjusted 

EBITDA – calculated as Operating Profi t plus 

depreciation and amortisation and does not 

include mine fl ooding costs

SG&A Sales General and Administrative expenses

bln billion

mln million

RUR  Russian rouble, RR

ths. thousand

US$ US dollar
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This Uralkali annual report has been approved by the Uralkali Board of Directors on 27 April 2011 (Minutes of Board of 
Directors No. 251 from 27 Apri 2011). 
The Uralkali Audit commission has confi rmed the accuracy of the data included in this annual report.

CEO 
V. A. Baumgertner

Chief accountant
S.G. Zotova
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