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JSC UAC
at a Glance

Aircraft production
dynamics, units
Revenue dynamics
by types of activity,
mln RUB
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171,019

2
4

220,065

Total volume
of production

Total
Joint Stock Company United Aircraft
Corporation (UAC) comprises some
30 companies representing Russia’s
aviation manufacturing sector and
ranks among the major players in
the global market for civil and military
aircraft. The companies that are part
of the Corporation hold titles to such
universally renowned aircraft brands as
SSJ, MS-21, Sukhoi, MiG, Ilyushin, Tupolev
and Yak.
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EBITDA
dynamics
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Revenue earned on modernisation
and overhaul services
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Revenue earned on research
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EBITDA margin, %

and development services

24,117

75
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% (14.1%)
Revenue on sales of aircraft components
and related products
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Military aircraft

EBITDA,
mln RUB

4,483
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Revenue earned on aircraft
construction contracts

2012

2013

2012
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2013

The Corporation was established according
to the Presidential Decree No. 140
of February 20, 2006 “On Joint Stock
Company United Aircraft Corporation” in
order to maintain and develop further
the scientific and production potential
of Russia’s aircraft sector, to contribute to
safeguarding national security and defence
capability and to achieve the concentration
of intellectual, industrial and financial
resources with a view to implementing
aircraft development programmes.
The business areas of the production
and other facilities making up UAC
include development, construction,
testing and maintenance support, as
well as service support for military, civil,
transport and special aircraft. UAC’s
business also embraces aircraft equipment
modernisation, overhauling and recycling,
training and retraining of human resources,
and professional development of flying
personnel.

Aircraft production for military use, both
for the Defence Ministry of Russia (heavy
multirole fighters Su-30 and Su-35, heavy
strike fighter Su-34, medium multirole
fighter MiG-29 and fighter trainer Yak-130),
and for the global market (the export
versions of Su-30, MiG-29 and Yak-130),
occupies a leading share in the composition
of the Corporation’s production and
revenues. Since 2013 the bulk of UAC’s
military aircraft production has been
intended for the domestic market.
The Corporation strives to expand
the share of civil aircraft in its portfolio:
the rates of serial production of SSJ 100
are being stepped up; a project to
design a family of advanced narrowbody 150- to 180-seat MS-21 aircraft is
implemented; the prospects of designing
a narrow-body 120- to 140-seat aircraft
on the basis of SSJ 100 and МS-21 and
a wide-body aircraft, in collaboration with
foreign partners, with a capacity of 200350 passengers are being examined.
The substantial contractual backlog
for UAC’s core civil aircraft products
represents workload for the Corporation’s
serial production facilities in the mid-term.
The Corporation focuses on
the implementation of new aircraft
engineering technologies and designs,
fostering cooperation with Russian
and foreign R&D establishments and
universities.

The Corporation’s assets are located
in various regions of Russia; there are
also joint ventures with foreign partners
operating in Italy and India. Companies
that are part of UAC provide employment to
a total of 93,950 people.
Under the Presidential Decree No. 122
dated February 3, 2007 “On Some
Aspects of Joint Stock Company United
Aircraft Corporation”, UAC was included
on the list of strategic enterprises and
joint stock companies. Pursuant to
Decree No. 1092‑r by the Government
of the Russian Federation dated August 23,
2007, UAC was included on the list of open
joint stock companies in respect of which
the position of the shareholder – the Russian
Federation – on a number of important
issues related to management is determined
by the Government of the Russian Federation.
As of December 31, 2013, 87.67%
of UAC’s outstanding ordinary
shares are owned by the Russian
Federation, 8.91% of shares are held
by the Vnesheconombank and
6.42% are in free-float. Under
the state privatization program
it is planned to sell part
of the UAC stock owned
by the state before
2024 and reduce
its share to 50%
plus 1 share.
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This Annual Report of JSC UAC (hereinafter
the “Annual Report”) is not an offer or invitation
to make an offer (advertisement) in relation to
purchase of, or subscription to securities of
JSC UAC (hereinafter – Corporation).
Neither the Annual Report, nor any of its part,
nor the fact of its presentation or distribution
serves as a basis for entering into any
contract or taking an investment decision,
so the Annual Report should not be relied
on in this respect. JSC UAC does not bear
responsibility for the consequences of use of
the opinions contained herein or in statement,
or incompleteness of the information.
Forward-looking statements
This Annual Report includes statements that
are, or may be deemed to be, “forward-looking
statements”. These forward-looking statements
can be identified by the fact that they do not
only relate to historical or current events.
Forward-looking statements often use words
such as “intend”, “anticipate”, “target”,
“expect”, “estimate”, “expected”, “plan”,
“goal”, “believe”, or other words of similar
meaning. By their nature, forward-looking
statements involve risk and uncertainty
because they relate to future events and
circumstances, a number of which are
beyond Corporate’s control. As a result,
actual future results may differ materially
from the plans, goals and expectations set
out in these forward-looking statements. Any
forwardlooking statements made by or on
behalf of JSC UAC speak only as at the date
of this announcement. Save as required by
any applicable laws or regulations, JSC UAC
undertakes no obligation publicly to release
the results of any revisions to any forwardlooking statements in this document that may
occur due to any change in its expectations
or to reflect events or circumstances after
the date of this document.
Information obtained from third parties
Besides the official information on the activity
of JSC UAC, this Annual Report contains
information obtained from third parties. This
information has been received from sources
which, in the opinion of JSC UAC, are reliable.
Nevertheless, we do not guarantee accuracy
of this information which can be shortened or
incomplete.
Using management accounting and
reporting
The information contained in this Annual
Report is based also on the Corporation’s
management accounting and reporting, so it
may deviate from the rules and principles that
apply under IFRS. The Corporation believes
that these management accounting and
reporting indicators may provide investors
with additional information about the current
business of the Corporation. The indicators of
management accounting and reporting should
not be considered without or as replacement
of relevant norms and principles of IFRS. In
addition, other companies in the industry may
keep a record of these indicators in other
ways. The Corporation encourages investors
to review all financial statements of JSC UAC
in their entirety and not to rely on any single
financial figure in this Annual Report.
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Key Operational and Financial Figures of Corporation in 2008–2013
Indicator

Unit
of measurement

Aircraft delivery

units

53

95

74

102

94

111

Revenue

mln RUB

87,465

98,572

140,682

161,653

171,019

220,065

Gross profit (loss)

mln RUB

28,229

22,090

36,439

50,317

35,887

44,401

Gross margin

%

32.3

22.4

25.9

31.1

21.0

20.2

Profit (loss) from
operations

mln RUB

(8,501)

(14,986)

(11,845)

3

602

2,826

Operating margin

%

Profit (loss) for the year

mln RUB

Net profit margin

%

EBITDA

mln RUB

EBITDA margin

%

EBIT

mln RUB

EBIT margin

%

Net debt

mln RUB

2008

2009

2010

2011

2012

2013

–9.7

–15.2

–8.4

0.0

0.4

1.3

(20,645)

(27,719)

(20,166)

(13,346)

(5,650)

(12,410)

–23.6

–28.1

–14.3

–8.3

–3.3

–5.6

(1,217)

(10,252)

(1,637)

14,987

4,483

18,178

–1.4

–10.4

–1.2

9.3

2.6

8.3

(8,501)

(19,811)

(12,194)

(360)

217

2,093

–9.7

–20.1

–8.7

–0.2

0.1

1.0

91,992

102,909

106,887

148,983

162,746

201,682

–75.59

–10.04

–65.29

9.9

36.3

11.1

Net debt/EBITDA
Share capital

mln RUB

104,970

131,605

188,633

201,926

219,655

188,903

Book value of the assets

mln RUB

230,275

343,505

386,675

420,176

475,515

547,009

Headcount

persons

102,700

97,500

95,900

92,600

92,100

93,950

Firm Order Backlog by Business Areas
as of December 31, 2013

Firm Order Backlog by Types of Activity
as of December 31, 2013

51%

74%

Military aircraft

Aircraft production
and sale

34%

1,173,671
MLN RUB

Civil aircraft

12%
Transport aircraft

1,173,671
MLN RUB

Content

5%
Spare parts,
units and components
manufacturing

1%
Other aviation
works and services

Special aircraft

2

and overhaul
of aircraft services

7%
Research
and development

4%

Joint Stock Company United Aircraft Corporation

13%
Modernisation,
maintenance

Source: UAC management reporting,
UAC consolidated financial statements (IFRS).
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Aircraft Deliveries by Corporation in 2008–2013

Aircraft type

2008

2009

2010

2011

2012

2013

Military aircraft
Domestic market

1

36

21

19

35

54

Export

44

47

44

69

36

25

TOTAL military aircraft

45

83

65

88

71

79

Civil aircraft
Domestic market

5

4

6

6

15

15

SSJ 100

–

–

–

4

9

11

An-148

–

2

4

2

4

4

Tu-204

5

2

2

–

2

–

Export

1

1

–

1

3

14

Tu-204

1

1

–

–

–

–

SSJ 100

–

–

–

1

3

14

6

5

6

7

18

29

–

3

1

1

2

–

TOTAL civil aircraft
Transport aircraft
Domestic market
Il-96-400

–

3

–

–

1

–

Il-76

–

–

1

1

1

–

Export

–

–

–

2

–

–

Il-76

–

–

–

2

–

–

–

3

1

3

2

–

TOTAL Transport aircraft
Special aircraft
Domestic market

1

4

2

4

3

3

Export

1

–

–

–

–

–

TOTAL special aircraft
TOTAL delivery

2

4

2

4

3

3

53

95

74

102

94

111

Source: UAC management reporting.
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Key Events
of the Reporting Period

February 27

The first (of 12 ordered)
Sky Aviation
Sukhoi Superjet 100
(Aircraft Number: 95022)
arrived in Indonesia.

January

>> January 1
JSC Company Sukhoi completed
all stages of its reorganisation
through consolidation with its
three subsidiaries: JSC OKB
Sukhogo, JSC Komsomolskna-Amure Aviation Production
Association, JSC Novosibirsk
Aviation Production Association.

>> January 31
Yakutia Airlines took delivery
of the second Sukhoi Superjet 100
(Aircraft Number: 89012).

February

>> February 12
Sukhoi Superjet 100 Long Range (up to
4,578 km) performed its maiden flight in
Komsomolsk-on-Amur.

>> February 15
The first Sukhoi Superjet 100 was delivered to
Lao Central Airlines in Vientiane (Lao People’s
Democratic Republic).

>> February 25
A test metal cylindrical fuselage section
of MS-21 aircraft was delivered to Central
Aerohydrodynamic Institute. The section will be
used for carrying out testing.

Joint Stock Company United Aircraft Corporation

4
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March

>> March 19
Russia’s modernised
Il-76MD-90A military heavy-lift
transport aircraft made its first
test flight in Zhukovsky (Moscow
Region).
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June 17–20
During the Airshow
at Le Bourget 2013 the first
Sukhoi Superjet 100 aircraft
was delivered to the Mexican
airline Interjet

April

>>

April 10
The first Аn-148-100ЕМ joined
the fleet of the Russian Ministry
of Emergency Situations.

>> April 24
State trials of the first aircraft
Тu-214ОN commenced;
the observation plane was built
for the Open Skies Treaty.

>> April 26
The Russian Air Force received
the first multirole Su-30SM
fighter, manufactured as part
of the 2013 National Defence
Procurement.

May

June

>> May 7

>> June 17–20

The Russian Air Force received
the first Su-34 tactical bomber,
manufactured as part of the 2013
National Defence Procurement.

The Corporation presented a full-scale
demonstration of all areas of its activity at
the 50th Airshow at Le Bourget 2013 (France).

• The world premiere of the leading-edge

Russian fighter Su-35S took place during
a flying display at Le Bourget 2013 Airshow.

>> May 24
A contact was signed with
the Russian Ministry of Defence
for supplying six Bе-200ES
amphibian aircraft.

• During Le Bourget 2013 the first Sukhoi
Superjet 100 aircraft was delivered to
the Mexican airline Interjet.

• New orders for SSJ 100 were placed

>> May 31
The first Sukhoi Superjet 100
in “full” specification was
delivered to Aeroflot.

by JSC Ilushin Finance Co.

• The leasing company AeroLease of Bahrain
signed a letter of intent to finance and/
or lease existing or future transactions to
purchase SSJ 100 aircraft.

>> May 31
Witnessed the completion
of the certification trials
of the Tupolev Тu-204SM airliner
built by СJSC Aviastar-SP.
The upgraded airliner received
a Type Certificate issued
by the Interstate Aviation
Committee Aircraft Registry
(IAC AR).

• OJSC VEB-leasing and JSC Irkut

Corporation signed a letter of intent to
purchase 30 MS-21 aircraft with a total
catalogue value of USD 2.5 bln.

>> June 28
The annual general meeting of UAC’s
shareholders took place.
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July 6

KAPO-Compozit plant
was launched in Kazan.
The production facility
will produce and supply
composite components for
Sukhoi Superjet 100, МS-21,
Boeing and Airbus.

August 27 –
September 1
At MAKS-2013 in Zhukovsky UAC and its
subsidiaries signed a number of contracts
and letters of intent for aircraft supply and
maintenance amounting to over USD 12 bln,
including for supply of 96 SSJ 100 and 82
МS-21 aircraft.

July

August

>> July 10

>> August 22

UAC and JSC United Engine Corporation,
part of the Rostec Corporation, entered
into a contract with a value over RUB 30 bln
to deliver 156 PS-90А-76 engines for 39
Il-76MD-90А aircraft.

The Aviation Register
of the Interstate Aviation
Committee issued a Supplement
to the Type Certificate for
RRJ100-95LR aircraft – the Long
Range version of Sukhoi Superjet
100.

>> July 31
A UAC Board of Directors meeting was
held, where Vladimir Dmitriev, Chairman
of Vnesheconombank, was reelected as
the Chairman of the Board. The Board
of Directors also adopted a decision to
increase the UAC’s share capital through
the public offering of a new issue of shares.

Joint Stock Company United Aircraft Corporation

>> August 27 – September 1

During MAKS-2013 in Zhukovsky:

• UAC boasted

an unprecedented flight
programme which included
a flight display of three PAK
FA prototypes, a MiG-35
fighter prototype, MiG-29SМТ,
MiG-29К, Su-30SМ, a flight
display of Su-35 and Su-34
triplets, Yak-130 trainer aircraft
and presentation of a new
Il-76MD-90А transport aircraft,
as well as over 20 aircraft in
the static display.

6
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• One of the major agreements

was a three-year aircraft
maintenance contract with
the Ministry of Defence
of the Russian Federation for
an amount of over RUB 85 bln.

• Another notable event at

MAKS-2013 was the signing,
in the presence of the Prime
Minister of Russian Federation
D. Medvedev, of a number
of contracts aimed to establish
a competitive sales promotion
and financial support system
for civil aircraft deliveries,
including agreements with
OJSC Sberbank and CJSC
Sberbank Leasing.
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August 27 –
September 1

At MAKS-2013 in Zhukovsky the Ministry of Education
and Science of the Russian Federation, the Russian
Engineering Union and major aerospace and
technical institutes and universities of Russia signed
an agreement for partnership and collaboration in
order to create a new Aircraft Construction Education
Cluster in the town of Zhukovsky.

September

and the United Aircraft Corporation signed
a Memorandum of Strategic Cooperation.

• UAC and JSC National Institute of Aviation
Technologies entered into a partnership
agreement for cooperation.

Supplements

August 27 –
September 1

At MAKS-2013 in Zhukovsky UAC and the Russian
Academy of Sciences signed an agreement for
collaboration in twenty areas with respect use
of new sources of energy, development of new
materials and “smart” structures, decrease
in fuel consumption and improvements to
the environmental acceptability of aircraft

• The Export Insurance Agency of Russia

115 118

October

>> September 13

>> October 4

Russian Air Force
received two
Su-30SM multirole
fighters.

The UAC Board of Directors
approved the basic principles,
concept and development
schedule for the updated
Corporation development
strategy until 2025.

October 28
The fifth prototype
of the heavy multirole
5th generation fighter
T-50-5 (PAK FA)
made its maiden flight
(in Komsomolsk-on-Amur).
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December 4
Il-76MD-90А military transport
aircraft completed the first
stage of joint official tests.

December 6
An airborne meteorological
laboratory Yak-42D Rosgidromet was
commissioned. The plane laboratory
was designed for geophysical
monitoring of the atmosphere.

November

December

>> November 1

>> December 5

The Russian Ministry of Emergency Situations
received the second Аn-148-100ЕМ aircraft
(combined medical and passenger version).

The Government
of the Republic
of Bashkortostan,
CJSC Sukhoi Civil Aircraft
and UTair Aviation
officially signed a trilateral
cooperation agreement
for the establishment
of a MRO base for
the Sukhoi Superjet 100
aircraft in Ufa.

>> November 25
The marine aviation fleet of the Russian Navy
received the first batch of 4 serial deckbased fighters – 2 MiG-29K (single-seat) and
2 MiG-29KUB (two-seat).

>> November 27
The work on the An-124-100 aircraft
modernisation under the one-year contract
with the Defense Ministry was successfully
completed.

Joint Stock Company United Aircraft Corporation
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>> December 27
UAC signed a contract for
the preliminary design
phase of the PAK DA
programme.

December 16
A batch of four serial Su-34
front-line bombers was
delivered to the Russian Air
Force. By this, the five-year
contract for supply of 32
Su-34S for the Ministry
of Defence of Russia,
concluded in 2008, was
completed in full.
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Events after the Reporting Period

January

February

March

April

May

2014
>> On January 30, >> February 11-16,
>>
shares of UAC
UAC delegation
were put on
took part in
the quotation
the international
list “B”
Singapore
of the Moscow
Airshow 2014.
Exchange.
Sukhoi
Superjet 100 owned
by Sky Aviation
was present at
the exposition ,
Yak-130 participated
in the flight
programme.

On March 19,
Aviation Register
of the Interstate
Aviation Committee
issued a Supplement
to the Type Certificate
for Sukhoi Superjet
100, which confirmed
this aircraft ability
to perform flights
under the conditions
of precise regional
navigation using RNAV 1
and P-RNAV.

>> On February 13,
>> On March 24,
UAC completed
extraordinary
the implementation
general meetings
of the electronic
of shareholders
document
of JSC Tupolev and
management
JSC KAPO approved
system for
the agreement for
corporate
merger of JSC KAPO
governance
and JSC Tupolev.
developed
>> March 25-30, UAC took
by DIRECTUM.
part in one of the major
aerospace exhibitions
in Latin America
FIDAE–2014 (Santiago,
Chile). Su-35 and Yak130 were present at
the military exposition
of the Corporation.

>> On April 3, UAC published its
non-consolidated audited
accounting statements for 2013
according to RAS. The RAS
net income of UAC exceeded
RUB 0.7 bln, and the nonconsolidated net debt of UAC
decreased by about 14%
compared with the beginning
of the year.
>> On April 9, СJSC Aviastar-SP
completed the work on
manufacturing first airframe
panels for MS-21.
>> On April 15, the Russian Ministry
of Defence and JSC RSK MiG
entered into a contract to supply
16 MiG-29SMT multirole fighter
aircraft until 2016.
>> On April 17, CJSC MICEX Stock
Exchange included UAC shares
in innovation and investment
market.
>> On April, UAC published its
consolidated audited financial
statements for 2013 according
to the IFRS. The Corporation’s
revenue grew up by 28.7%
to RUB 220,065 mln, EBITDA
increased four-fold to RUB
18,178 mln as of year-end 2013.
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>> On May 20,
Mikhail
Pogosyan,
President
of UAC, and
Jin Zhuang
Long, Chairman
of the Board
of Directors
of COMAC,
signed
a memorandum
of cooperation in
the programme
for prospective
wide-body longhaul passenger
aircraft.
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Geography of Operations
The key production assets of UAC are
located in Russia, across Russia from
Taganrog to Komsomolsk-on-Amur.
The majority of the Group companies are
in Moscow. UAC has foreign joint venture
entities in Italy (SuperJet International

S.p.A.) and India (Multirole Transport
Aircraft Ltd) as part of its international
cooperation agreements.
UAC companies supply their products,
from aircraft to composite aircraft structural
components, on a global basis.

MAP OF KEY PRODUCTION ASSETS OF JSC UAC

Management
companies

Design
bureaus

Plants
Komsomolskon-Amur
Irkutsk

Bangalore

Novosibirsk
Kazan

Moscow

Moscow
Taganrog

Venice

Nizhniy
Novgorod
Ulyanovsk
Moscow
Voronezh
Taganrog

Moscow:

Moscow:

Komsomolsk-on-Amur:

UAC Headquarters
LLC UAC-Antonov
CJSC Sukhoi Civil Aircraft
JSC OAK-TS
JSC Irkut Corporation
JSC Company Sukhoi
JSC RSK MiG
CJSC Aerocompozit

JSC Company Sukhoi

Multirole Transport Aircraft Ltd

JSC Company Sukhoi
CJSC Sukhoi new civil technologies
JSC OKB Imeni A.S. Yakovlev
JSC Il
JSC RSK MiG
JSC Myasishchev Design Bureau
(town of Zhukovsky)
JSC Tupolev
CJSC M. M. Gromov Flight Research
Institute (town of Zhukovsky)
LLC UAC-Integration Center

Venice:

Taganrog:

Bangalore:

SuperJet International S.p.A.

CJSC Beta-Ir

Irkutsk: JSC Irkut Corporation
Novosibirsk:
JSC Company Sukhoi

Kazan:
JSC KAPO
CJSC KAPO-Compozit

Nizhniy Novgorod:
JSC Nizhniy Novgorod Aircraft Plant Sokol

Ulyanovsk:
CJSC Aerocompozit-Ulyanovsk
СJSC Aviastar-SP

Moscow:

JSC RSK MiG

Voronezh:
Taganrog:

JSC VASO

JSC TANTK
Imeni G.M. Berieva

Joint Stock Company United Aircraft Corporation
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Corporation Structure
JSC UAC

91.85%

50.00%

83.19%

JSC Tupolev

JSC Company Sukhoi

LLC UAC-Antonov

100.00%

93.82%
JSC Irkut
Corporation

JSC OAK-TS

48.35%

83.19%

Multirole Transport
Aircraft Ltd
87.47%

CJSC Sukhoi new
civil technologies
40.76%

JSC Il

96.25%

87,47 %
CJSC Il-Resours

62.77%

CJSC Beta-Ir

78.70%

SuperJet International
S.p.A.
62.39%

JSC VASO

70.06%

99.98%

JSC OKB Imeni
A. S. Yakovlev
96.67%

CJSC Sukhoi Civil
Aircraft

JSC RSK MiG

JSC Nizhniy
Novgorod Aircraft
Plant Sokol
49.48%

JSC TANTK Imeni
G. M. Berieva

99.49%

JSC Ilushin Finance Co

96.57%

CJSC Aerocompozit

JSC KAPO

99.23%

100.00%

СJSC Aviastar-SP

JSC Myasishchev
Design Bureau

100.00%

100.00%

CJSC AerocompozitUlyanovsk
100.00%
CJSC KAPOCompozit

LLC UAC –
Integration Center
CEO functions, Participation in Boards of Directors

93.25%

JSC 20 ARZ; JSC 121 ARZ; JSC 123 ARZ; JSC 275
ARZ; JSC 308 ARZ; JSC 322 ARZ; JSC 325 ARZ;
JSC 360 ARZ; JSC 514 ARZ

Effective share of ownership indicated in accordance with IFRS approach
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Product Portfolio
Civil Aircraft

Sukhoi Superjet 100

project

first
delivery

stage

first
delivery

150–180

passengers

passengers

Short-range
narrow-body
airliner

2011

stage

project

first
delivery

Serial
production

stage

Medium-range
narrow-body
airliner

2017
First prototype
assembly

Тu-204/214/204SM

Other possible projects
until 2025

project

Narrow-body airliner
with a capacity
of 120-140 passengers

project

Wide-body airliner with
a capacity of 200-350
passengers

project

Airliner in the market
segment of 200-220
passenger capacity

Il-96

210

257–289

passengers

passengers

first
delivery

Serial
production
stage

Medium-range
narrow-body
airliner

1994
(for Tu-204)

Serial
production

project

first
delivery

project

first
delivery

stage

Su-34

Long-range
wide-body
airliner

1993
Serial
production

project

first
delivery

stage

MiG-29К/М

8t

8t

4,5 t

maximum
payload

maximum
payload

maximum
payload

Heavy multirole 4+
generation fighter

1996

project

first
delivery

Serial
production

Heavy tactical 4+
generation bomber

2008
Serial
production

stage

Yak-130

passengers

project

Su-30

stage

75

Short-range
narrow-body
aircraft

2009

MS-21

98

Аn-148

project

Military Aircraft

Su-35

project

first
delivery

stage

Medium multirole 4+
generation fighter

2010
Serial
production

MiG-35

3t

8t

4,5 t

maximum
payload

maximum
payload

maximum
payload

Combat
trainer

2009
Serial
production

project

first
delivery

stage

Heavy multirole 4++
generation fighter
project

2011
Serial
production

first
delivery

stage

Medium multirole 4++
generation fighter

To be announced

Commercialisation

Military Aircraft

Transport Aircraft

PAK FA

PAK DА

Il-112V

6t

20 t

MTA

maximum
payload

project

first
delivery

stage

Heavy multirole 5th
generation fighter

2016

project

first
delivery

Development
and testing

Strategic bomber
and missile carrier

2022–25

Special
Aircraft

first
delivery

Project inception
stage
stage

2018

project

first
delivery

In the design phase
stage

Other
unique aircraft

Be-200

project

Light military
transport aircraft

maximum
payload

Medium military
transport aircraft

2018–19
In the design phase

stage

Il-76MD-90А

PTA

60 t
maximum
payload

12 t

maximum
payload

maximum
payload

project

first
delivery

stage

Multipurpose
amphibious aircraft

2003
Serial
production

80 t,
160 t,
240 t

project

project

Tu-214ОN
(Open Sky)

А-50U
(long-range radar
detection aircraft)

project

first
delivery

stage

Heavy military
transport aircraft

2014
Serial
production

project

first
delivery

stage

Super-heavy military
transport aircraft

2025
Project inception
stage

25

OVER

180

AIRCRAFT

SSJ 100

supplied in 2013

AIRCRAFT

COMMERCIAL
OPERATORS

total volume
of orders

as of the end
of 2013

Short-range
narrow-body airliner

Maiden
flight

First
delivery

Current
phase

2008
2011

The Corporation
plans to produce up
to 60 aircraft per year

Serial
production
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Statement by the Chairman
of UAC Board of Directors
Dear Shareholders and Investors,

2013 was a year of successful and active development
across the full range of UAC’s activities , with a number
of key indicators registering dynamic growth. For
example, revenue increased by 28.7%, meaning that it
reached RUB 220 bln.
The companies which are part of the Corporation
successfully fulfilled defence orders from the Russian
government in the context of substantial growth in
deliveries that has been observed for three years in
a row. Similar growth was observed in civil aircraft
production, while the SSJ 100 production figures have
almost doubled, with the 2012 result of 12 aircraft
increasing to into 25 in 2013.
During the past year we completed the first stage
of the preliminary tests of the PAK FA heavy multirole 5th
generation fighter, the Т-50, which confirmed the basic
parameters of the aircraft. The state tests for it are
scheduled for 2014.
UAC plans to maintain growth rates for production in all
segments – military, transport and civil. The Corporation
is also determined to maintain the increasing rates
of domestic and export deliveries, with growth mainly
expected in the civil and transport aircraft segments.
In 2013 UAC took aircraft overhaul plants into its
management. Furthermore, the Russian Defence
Ministry entered into a major contract for service

support of aircraft. This step is expected to lead
to a significant improvement in the technical
serviceability of both fighters and military transport
aircraft in the arsenal of the Russian Air Forces.
The terms of the contract envisage the consolidation
within the UAC framework of aircraft maintenance
support functions throughout the entire life cycle –
from commissioning to utilisation. The integration
of after-sale services under the UAC umbrella will
help to regulate the renewal of the fleet and aircraft
components supply systems, as well as to improve
the designer’s field and technical supervision
arrangements.
The restructuring of the Corporation’s assets
continues – 2013 saw the launch of the programme
of consolidation of JSC Tupolev’s and JSC KAPO’s
strategic and special aircraft assets.
Among the targets and objectives that the Corporation
has set for itself for 2014 are the following:
the re-structuring that is currently underway needs to be
pursued further, further enhancement of management
efficiency is to be sought and financial and business
operations require further consolidation.
I feel certain that UAC will continue to enhance its
competitiveness and efficiency and on this basis
consolidate its position in the global aircraft market.

Chairman of JSC UAC
Board of Directors
V. A. Dmitriev

Joint Stock Company United Aircraft Corporation
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I feel certain that
UAC will continue
to enhance its
competitiveness
and efficiency
and on this basis
consolidate
its position in
the global aircraft
market.
V. A. Dmitriev
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Statement
by the President
and Chairman of UAC Board
of Management
The 2013 results clearly demonstrate that the Corporation’s
key performance indicators largely maintained the positive
trend observed in recent years, with some moreover
anticipating growth. In 2013 the Corporation manufactured
a total of 126 aircraft, whereas volume of deliveries rose by 18%
to 111 aircraft. Over the reporting period UAC’s revenue rose
by 28.7%, reaching RUB 220 bln; the Corporation’s EBITDA
quadrupled, reaching RUB 18 bln.

Whereas the military aircraft division retains its leading
position with respect to UAC’s revenue generation
and the Corporation maintains sustainable growth
in deliveries of military equipment to the Russian
Defence Ministry, the growing share of civil aircraft
sales in total revenue deserves special recognition.
In 2013 military aircraft deliveries to Russian Air
Force rose by 54% against the 2012 figure, reaching
54 aircraft over the year, with growth in the civil
aircraft segment exceeding 60%.
The substantial contractual backlog provides all
subsidiaries of UAC with a workload in the midterm. Our goal is to achieve a significant expansion
of the Corporation’s presence in the civil aircraft
segment, while consolidating our positions in
the military, special and military-transport aircraft
markets.
We continue our work on further expansion
of the order book, both within the scope
of the Government weapons programme and with

Joint Stock Company United Aircraft Corporation
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regard to the commercial segment. For example, at
the International Aviation and Space Salon MAKS2013 the Corporation signed a three-year contract
with the Russian Defence Ministry for service support
of aircraft equipment; the amount of the contract
exceeds RUB 85 bln. As a result, by the end of 2013
the Corporation’s firm order backlog reached
approximately RUB 1,174 bln.
The results for the year show the successful
accomplishment of our goals in practically all
of the main lines of our business along with substantial
progress in our strategic plans in the key business
segments.

>> Military Aircraft

During the year UAC successfully fulfilled contracts
entered into with the Russian Defence Ministry in 2011–
2012; new contracts were signed within the scope
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Our goal is to achieve a significant expansion
of the Corporation’s presence in the civil aircraft segment, while
consolidating our positions in the military, special and militarytransport aircraft markets.
M. A. Pogosyan
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of the Government weapons programme, providing
the workload for production facilities and ensuring
the Corporation’s financial stability.
UAC continues its work on overhauling and modernizing
the MiG‑31BM, Tu-160, Tu-95MS, and Tu-22MZ.
The development prospects for this line are associated
with the work on new aircraft models and with
expanding the existing production capacities. The list
of priority projects includes the creation of the PAK FA
fifth-generation fighter and an unmanned aerial vehicle
(UAV) for the Defence Ministry of Russia, a long-range
strategic bomber and missile carrier (PAK DA), and
a joint Russian-Indian multirole fighter (PMI).
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>> Transport Aircraft

The Corporation pursues the implementation of its
transport aircraft projects. The Ulyanovsk-based plant
Aviastar-SP is due to supply to the customer the first
serial Il-76MD-90А by the end of 2014. The preliminary
design study of a multirole transport aircraft (MTA)
has been accomplished in collaboration with Indian
partners. The work on the design of a light military
transport aircraft (LMTA) and new generation family
of module wide-body aircraft is underway.

>> Creation of a New Industrial Model
>> Civil Aircraft

The Corporation continues to supply civil aircraft to
Russian and international customers. Based on test
performance results, SSJ 100 demonstrates a good
average daily flying time and high sortie reliability,
conforming to the highest global standards. This can
be regarded as the key evidence of the SSJ 100 being
the best of its class and the first competitive product
in Russia which can boast of a solid market outlook.
With a view to maintaining the competitiveness of this
product and improving its operational and technical
capacities, we are currently implementing an ambitious
project in upgrading this jet.
Throughout the year UAC continued its work on
production optimisation and growth in the civil aircraft
segment, increasing the marketability of its products
and developing a system of aircraft components
supply. The Corporation concentrated on ramping up
deliveries of Sukhoi Superjets 100 to domestic and
international customers, and on collaboration with China
in the framework of the working group on the widebody aircraft design project. The MS-21 aircraft design
and construction project is progressing according to
schedule and has presently entered the stage of largescale tests and manufacturing airframe members for
experimental aircraft.

Joint Stock Company United Aircraft Corporation
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In 2013 we made the optimisation and development
of industrial enterprise models and the development
of industrial cooperation within the Corporation
framework our priorities. One example of this was
the identification – with the help of relevant economic
analysis carried out specifically for that purpose –
of the priority areas for cooperation between
the Il-76MD-90А, the light military transport aircraft
(LMTA), and the PAK DA design projects. On the whole,
the new industrial model concept envisages a transition
from integrated plants to more focused specialisation
and development of competitive technologies.
The result of the changes within Corporation should be
the creation of new competence centres, specialisation
centres and technoparks.

126

61

%

AIRCRAFT
manufactured
by UAC in 2013

civil aircraft
deliveries growth
compared to 2012
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>> Innovations

Throughout 2013 we worked to achieve the successful
implementation of the Programme for Innovative
Development, the goal of which is to enhance
the marketability of Russian aircraft technologies
and equipment, while bringing about new generation
avionics that would enjoy substantial demand
in the global market. In the course of the year
the Corporation focused on 82 priority projects related
primarily to development and implementation of new
technologies, use of composite materials, upgrading
of business processes and furthering cooperation with
other innovative environment participants, including
the Rostec Corporation, the Russian Academy
of Sciences and leading universities.
Over the year UAC companies introduced 11 new
technological processes with a total economic impact
exceeding RUB 100 mln. The Corporation has launched
dedicated production lines and competence centres.
The production of aircraft frame units using polymer
composite materials has been launched in Ulyanovsk
and Kazan in keeping with UAC’s implementation
agenda for innovative technologies. The cutting-edge
technologies used by these production facilities in
some aspects outperform their equivalents in the global
market.
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It has become obvious today that we have succeeded
in establishing a competitive high tech Corporation
capable of offering an extensive range of products,
with an advanced project portfolio and an impressive
potential for further development. The key goals
and objectives set by the Corporation for the year
2014 include achieving growth in both production
and deliveries of aircraft, building up the order
book, fulfilling the Government’s defence orders,
successful integrating the aircraft overhaul plants
into the Corporation’s structure, and almost doubling
the deliveries of products from the civil aircraft range.
The companies making up the Corporation employ
a total of over 93 thousand people. I would like to extend
my gratitude to all of them for their well-coordinated and
effective work, which has been the driving force behind
the impressive growth we have achieved. We are now
facing an ambitious objective to join the ranks of leaders
in the global aircraft industry and consolidate our
position in all of the key segments of the global aircraft
market. The Corporation’s remarkable potential enables
it to face the future with well-deserved confidence.

President and Chairman
of JSC UAC Board
of Management
М. А. Pogosyan

1,174
BLN RUB
the Corporation’s
firm order
backlog as
of December 31,
2013

23
Content

www.uacrussia.ru/en

150-180
designed
passenger
capacity

Current
phase

2016
2017

In 2013 “quality gate”
under the Program
МS-21(Gate 5) was
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Overview of Domestic and
External Aircraft Markets
Since the date of its incorporation in 2006, UAC
has been among the major players in the civil
and military aircraft manufacturing segments
of the global market.

UAC with annual consolidated revenue
of more than USD 6 bln occupies the 5th
or 6th position among the leading aircraft
manufacturers. The Corporation competes
with the leading international aircraft
manufacturers, including Airbus Group,
Boeing, Bombardier, Embraer, Lockheed
Martin, COMAC and Mitsubishi Heavy
Industries.

The long-term development strategy
of the Corporation provides for reaching its
share in the global civil aircraft market to
3.2% and to 10.9% in the military aircraft
market by 2025. UAC aims to strengthen
its positions in the industry and close
the gap in key indicators between itself and
the leaders of the market – Boeing and
Airbus Group.

3.2

%

the Corporation’s
target share in
the global civil
aircraft market
by 2025

Review of Key Markets
>> External Market.
Civil Aircraft

By the end of 2012, the income of all airlines
in the world amounted to USD 7.4 bln and
USD 12.9 bln in 2013. The average level
of profitability in the area also increased
from 1.1% in 2012 to 1.8% in 2013.

In 2013 the global air transportation market
showed further growth in accordance
with long-term trends. IATA reports that
passenger air transportation volumes
increased by 5.2% as compared to 2012,
while the passenger load factor amounted
to 79.5%, which is 0.4 p.p. higher than in
2012. Air freight transportation volumes
(tonne-kilometre) increased by 1.4% as
compared to the previous year. The freight
load factor grew by 0.1 p.p., up to 45.3%.

Joint Stock Company United Aircraft Corporation

Growth in transportation volumes was
followed by the respective growth in
demand for new civil aircraft. The number
of new civil aircraft supplied to airlines
in 2013 exceeded the quantity supplied
in the previous year by 7.5%. The total
quantity of civil aircraft supplied in 2013 is
2,322 aircraft from the leading suppliers:
Boeing (648 aircraft), Airbus (626),
Bombardier (238), Embraer (209) and ATR
(74). By the end of the year Airbus secured
1,503 new orders, Boeing 1,203, Embraer
185, Bombardier 388 and ATR – 89.
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In 2013, alongside with increasing
production rates for its current range
of aircraft (A320, A330 and A380), Airbus
continued to implement the А350 XWB
and А320neo programmes scheduled
for market launch in 2014 and 2015
respectively.
In 2013 Boeing continued to develop
the remotorised version of В-737NG,
renamed as В-737MAX, promoted
passenger and freight versions of its new
В-747-8 and dealt with the technical
problems of the В-787 Dreamliner wide
body aircraft.
Embraer of Brazil published the market
launch schedule for the second generation
of its E-series regional aircraft. The E190-E2
is expected in 2018, the E195-E2 in 2019
and the E175-E2 in 2020. The E195-E2 is
expected to have three additional seat rows,
the E175-E2 one additional seat row and
the E190-E2 is expected to retain its current
capacity.

Sustainable Development

115 118
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The first deliveries of the CS-100 aircraft
by Bombardier of Canada are expected
in the second half of 2015, i.e. 18 months
later than initially planned. The CS-300,
135-seat aircraft is six more months
late. The declared value of the CSeries
programme (USD 3.2 bln) will also increase
due to development costs of about USD 1
bln per year since 2008. In order to reduce
its expenses, the company announced
1,700 job cuts in Canada and in the USA.
COMAC, the Chinese aircraft manufacturer,
continued to develop two programmes:
the ARJ-21 regional aircraft and the C919
narrow-body aircraft. Certification
of the ARJ-21 is expected to be completed
in 2014. The first two aircraft will be
commercially operated by Chengdu
Airlines at the end of 2014. The ARJ-21
development programme commenced
12 years ago. Currently, there are
252 firm orders, mainly by Chinese
operators and leasing companies. As
for the С919 programme, COMAC is at
the stage of ground-bench tests of separate

Поставки пассажирских самолетов на

2013 – Global Civil Aircraft Market Deliveriesмировой
2013рынок
– Global
Passenger
Aircraft Market
в 2013
г. по категориям
воздушных
судов
Breakdown by Aircraft Type, units
Deliveries
Breakdown by Aircraft Category, units

1,501

903

Passenger

Narrow–body

720

278
Wide–body

Administrative

131
Regional jet

51

Freight

43

116
Turbopropelled

General purpose

4Medical

73
Small commercial
turbo propelled

3Fire
Source: IATA, JSC UAC.
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aircraft systems. It was also announced that
the aircraft’s maiden flight is postponed
for a year and will take place at the end
of 2015. The order book for this aircraft
comprises about 400 planes, mainly for
Chinese transport operators and leasing
companies.

(Boeing) to 8,984 (Airbus) aircraft and for
regional aircraft from 5,900 (Bombardier,
20-99 seats) to 6,795 (Embraer, 30-120
seats) aircraft. In monetary terms, the share
of sales of wide-body aircraft will be from
51% (Boeing) to 59% (Airbus) of the total
amount.

As of the end of the reporting period
the Corporation is presented in the global
civil aviation market in the segment
of short-range narrow-body aircraft. With
its product the Sukhoi Superjet 100 aircraft
the Corporation has successfully entered
the market of Mexico and Southeast Asia
countries (Indonesia, Laos). In 2013 UAC
supplied 25 Sukhoi Superjet 100 aircraft,
14 of them were exported. SSJ 100 aircraft
performance and operation results have
received positive feedback from air carriers,
including one of major airlines in Mexico –
Interjet. To develop the programme
the Corporation is working actively on
contracting, including in one of the largest
consumer demand markets – in China.

>> External Market.
Military Aircraft
According to estimates of the Centre for
Analysis of the World Arms Trade (CAWAT),
in 2013 the amount of world contracts for
import/export of conventional armaments
(as per the UN Register of Conventional
Arms) was about USD 50.8 bln, decreasing
in comparison with 2012 (USD 92.3 bln).
This decrease is related to India’s delay in
signing contracts with France for the delivery
of 126 Rafale multirole fighter aircraft,
and tanker aircraft, and with the USA for
transport and attack helicopters. Besides
this, the USA did not enter into several
substantial contracts within the framework
of the package agreement with Saudi
Arabia.

Moreover, the Corporation plans to enter
the market of mid-range wide-body
aircraft with such a product as MS-21
aircraft by 2017. The joint project for
production a long-range wide-body aircraft
together with China’s COMAC is under
consideration.

In 2013 Russia achieved peak export
amounts for the whole post-Soviet period.
Russia’s armament export contracts in 2013
represented USD 13.2 bln, that is 20.29%
of the total amount of military product export
agreements in the world. In 2013 Russia
was second after the USA and significantly
ahead of France which was the third (USD
6.92 bln ie 10.49% of the world total) for
the amount of concluded contracts for
export of armaments and military hardware.

According to estimates of IATA specialists,
the passenger transportation growth
rate in 2014 will be about 6%; freight
transportation will grow by 2.1%. Industry
income is forecast to be about USD 19.7 bln
and average profitability level to be 2.6%.
According to forecasts of key aircraft
manufacturers, during the period from
2013 to 2032, the global market will be
supplied with 29,226 (Airbus forecast)
to 35,280 (Boeing forecast) passenger
and freight aircraft. The greatest demand
is expected as before in the segment
of narrow-body aircraft (20,242 to 24,670
units). The market size for wide-body
aircraft is expected to be from 8,590

Joint Stock Company United Aircraft Corporation
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Aircraft were, as usual, the greatest part
of military product exports by OJSC
Rosoboronexport (38.3%). As of the end
of 2013, the total order book of OJSC
Rosoboronexport was USD 38 bln.
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contracts value
in 2013
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On board of Interjet’s
SSJ 100

According to the information of the Centre
for Analysis of Strategies and Technologies,
the most popular aircraft in 2013 in
the global market were Su-30, MiG-29 and
Yak-130. The largest importers of Russian
military aircraft were India, Algeria, Vietnam
and Indonesia.
With due regard to the existing contracts
and expected direct deliveries, CAWAT’s
forecasted amount of Russia’s military
exports for the period up to 2016 is not less
than USD 47.1 bln (16.6% of total world
exports).
More than 90 new Sukhoi fighter aircraft
are expected to be delivered during
the forecast period (up to 2016), amounting
to USD 5.45 bln (13.4% of total world supply
in financial terms and 17.4% in quantitative
terms).

According to military aircraft forecast by one
of the leading consultants in the aircraft
sector – Forecast International – during
the period from 2013 to 2022 the total
number of manufactured tactical fighter
aircraft (fighter, fighter-bomber, strikefighter aircraft in accordance with
the Russian classification) in the world will
be equal to 2,887 units. The estimated
volume of this market is equal to USD
183.49 bln, where Lockheed-Martin is
expected to be the leader with their F-35
aircraft. It is expected that 1,053 F-35
fighters will be manufactured by 2022, and
their total value will be about USD 89.39 bln
(48.7% of the global market).
With respect to Russian combat aircraft,
448 units are expected to be produced,
including 343 Sukhoi aircraft and 105 MiG
aircraft. According to Forecast International
estimates, Russian manufacturers’ share
for this period will be 15.51% of the market
in quantitative terms (11.9% Sukhoi and
3.61% MiG) and 11.8% in financial terms
(8.41% Sukhoi and 3.39% MiG).
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>> Domestic Market.
Civil Aircraft
Transportation growth rates for Russian
airlines in 2001–2012 were equivalent
on average to 6.2% per annum of freight
turnover and 11.3% of passenger turnover.
This is approximately double the growth rate
of the global market. Passenger turnover
of Russian airlines increased in 2001–2012
by 3.2 times while global market rates
increased 1.8 times. In 2013 the passenger
turnover growth rate of Russian airlines
exceeded the average world level threefold.
Passenger turnover of Russian airlines
increased by 15.4%, equivalent to 225.92
bln passenger-kilometres, being a new
historic peak. The passenger load factor
increased by 1.2 p.p. that is equal to
80%. Freight turnover in 2013 decreased
by 1.4%, equivalent to 5.005 bln tonnekilometres. The average commercial load
factor increased by 0.9 p.p. up to 66.8%.
The number of companies receiving the Air
Operator’s Certificate decreased in 2013
from 120 to 118. 75% of all passenger
transportation within domestic airlines is
distributed between 10 major transporters
and most of such transportation (75%)
is carried out via the Moscow Air
Transportation Cluster.

According to long-term forecasts by UAC,
in the next 20 years, the average annual
growth rates of passenger transportation in
Russia and other CIS countries will be 7%.
As estimated by the Corporation, Russian
airlines’ demand for the new passenger
aircraft for the period of up to 2032 will
be about 1,900–2,000 aircraft of various
passenger capacities. The capacity
of the forecast Russian market will be about
4.4% of the capacity of the global market
for new passenger aircraft.

>> Domestic Market.
Military Aircraft
With respect to military aircraft, purchases
for the Ministry of Defense of the Russian
Federation are planned in accordance
with the Government Armaments
Programme for the period up to 2020
(approved by the Decree of the President
of the Russian Federation dated December
31, 2010), and in accordance with the State
Defense Order for the period from 2013
to 2015 which both provide for significant
increases in quantities and variety of military
aircraft supplied to military forces.
The Corporation’s capacity to supply
military aircraft to the Russian Ministry
of Defence in 2014 is estimated for about
100 aircraft.

Under the conditions of fuel prices
remaining high, Russian airlines continued
the renovation of their aircraft fleet, mainly
by means of western aircraft types with high
fuel efficiency. In 2013 the Russian fleet
increased by 71 new civil aircraft, including
60 aircraft of foreign manufacture and 11
of domestic manufacture.
As of the end of 2013 the Corporation
was presented in the Russian commercial
aviation market primarily by Sukhoi Superjet
100 project. In 2013 11 Sukhoi Superjet
100 aircraft were delivered to Aeroflot,
Gazpromavia, Yakutia and Moskovia airlines.

Joint Stock Company United Aircraft Corporation
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The Corporation’s
capacity to supply
military aircraft
to the Russian Ministry
of Defence in 2014
is estimated for about
100 aircraft. Photo:
Russian Minister of
Defence S.K. Shoigu
visit to Komsomolsk-onAmur Aviation Plant

76

Corporate Governance

95 98

Share Capital and
Information Disclosure

103 106

Sustainable Development

115 118

Supplements

Strategy Overview
The Russian Government, being the majority
shareholder of UAC, is substantially involved
in determining the Corporation’s objectives,
constraints and possibilities for implementing
its development strategy.

The Decree of the President of the Russian
Federation No.804 of April 1, 2012
adopted the “Basic Principles of State
Policy of the Russian Federation in
the area of aviation activity for the period
up to 2020” where high aviation potential
is regarded as an essential condition
for the socioeconomic and innovative
development of the Russian Federation, as
well as for the security of the country.
At present, basic documents
of UAC determining the parameters
of the Corporation’s strategic planning are
as follows:

• State Programme “Development of aircraft
industry for the period from 2013 to 2025”;
• Federal Target Programme “Development
of the Russian Military-Industrial Complex in
2011–2020”;
• Government Armaments Programme for
the period up to 2020;
• “Basic Principles of State Policy
of the Russian Federation in the area
of aviation activity for the period up to
2020”;
• Transport strategy of the Russian
Federation for the period up to 2030;
• Fundamentals of Development Strategy
of UAC for the period up to 2025, approved
by the Board of Directors on May 26, 2011.

approved by the Government of the Russian
Federation on April 15, 2014 is aimed at
the development of a highly competitive
aircraft industry and securing its positions
in the global market as the number three
manufacturer in relation to volumes
of aviation technology production.
To reach this goal in accordance with
the “Aircraft manufacturing” subprogramme it is necessary to resolve
a number of priority tasks, including:

• Accomplishment of restructuring the aircraft
manufacturing industry;
• Expansion of the market representation
of aircraft manufacturing entities;
• Development of a global network
of services and aftersales support system;
• Meeting the demands of the Russian
Federation in civil aircraft, by means
of significant domestic manufacture.
The total amount of State Programme
financing in 2013–2025 will be more
than RUB 714 bln (at the prices of each
year). More than RUB 83 bln is planned
to be allocated from the federal budget
for implementation of the “Aircraft
manufacturing” sub-programme.

The State Programme “Development
of aircraft industry for the period from
2013 to 2025”, a new revision of which was
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83
BLN RUB
is planned
to be allocated
from the federal
budget
for implementation
of the “Aircraft
manufacturing”
sub-programme
during 2013–2025
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The following results are expected from the implementation of the State
Programme “Development of the aircraft industry for the period from 2013
to 2025” in accordance with the “Aircraft Manufacturing” sub-programme:

Increase in operational efficiency
of aircraft manufacturing industrial
entities of up to RUB 19,184
thousand per person per annum up
to 2025

Reduction in cost of sales
for delivered aircraft based
on increase in operational
efficiency and on increase in batch
production. Provision of effectively
managed workload for entities
during the period of Programme
implementation

Summary of Results

Finalising
the establishment
of competitive
world-class entities
with effective model
range

Achieving a steady positive
reputation in the global market and
achievement of high operational
reliability of SSJ 100 and МS-21
aircraft

Achieving by 2025 3.2% and
10.9% global market shares (in
financial terms) in civil and military
aircraft manufacturing respectively
Achieving sustainable
profitability of aircraft
manufacturing
entities

Meeting the needs of the Russian
Federation in civil aircraft by means
of domestic production

Increasing the share of aircraft
industry in ensuring the national
security of the Russian
Federation
Improving economic results
from the constituent entities
of the Russian Federation
(assignments to budget,
infrastructure development,
favourable social conditions)

Joint Stock Company United Aircraft Corporation
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Creating
additional jobs
in technologyintensive, high
value-added product
manufacturing areas
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The main target of the Government
Armaments Programme for the period up to
2020 is to bring the share of contemporary
armaments and military hardware in Russian
military forces up to 70% by 2020. RUB
20.7 trillion is expected to be assigned
for this purpose. Large-scale aircraft
manufacture is one of the most important
tasks of the Russian defense industrial
complex. Among the main elements
of the Government Armaments Programme
in the aircraft sector are the planned
development of the aircraft component
of the Strategic Nuclear Forces, including
the project for development of long-range
strategic bomber and missile carrier (PAK
DA), modernisation of the Su-25SM strikefighter, supply of the military forces with new
Su-34 front-line fighter-bombers and PAK FA
fifth generation fighter aircraft.
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By 2025, the Corporation aims to become
one of the leaders in global aircraft
manufacture, having its own production
niches in the main areas of the global
market.
Priorities in the development of UAC are
the increase of production volumes of civil
and military purpose aircraft, technical and
technological re-equipment of enterprises
and the establishment of strategic
alliances with foreign manufacturers
within the framework of joint projects.
The Corporation strives not only to increase
competitive capacity of its production
in the global aircraft market, but also
to become the inter-industry centre for
technological competences.

Key Target Indicators for “Aircraft Manufacturing” Sub-programme
of the State Programme “Development of Aircraft Industry for
the Period from 2013 to 2025”
753
708
635
598
528
465
410
369
363
192
192
179
252
141
113
98
83
62
69
49
154
149
147
143
139
137
134
133
129
98

211

198

260
235
217
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295 312

716

746

2015

2016

2017

2018

2019

2020

2021

Source: The State programme “Development of aircraft industry
for the period from 2013 to 2025” in revised version approved by the Decree
of the Government of the Russian Federation No.303 on April 15, 2014.

70

%

share
of contemporary
armaments and
military hardware
in Russian military
forces by 2020

Net revenue from
sales of goods,
works and
services of aircraft
manufacturing
industry, bln RUB

331 335
302 298
177

166

147

2014

Supplements

2022

2023
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Quantity of civil
aircraft delivered,
units

125

132
Quantity of military,
special-purpose
and transport aircraft
delivered, units

2024

2025
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UAC 2025 Objectives

1

Business size

Large company with an annual
turnover of more than USD 25 bln and
civil sector income share of not less
than 40%

4

Target markets

Global market with the most promising
segments for the growth of sales as
priority

7

Form of industrial
organisation of the
manufacturing process

High level of absolute concentration
with mostly holding-type of group
structure and developed system
of technological and production
specialization

Joint Stock Company United Aircraft Corporation

2

Business growth rate

Established growth trend, mainly
attributable to intensive factors

5

Product portfolio

Widely diversified product portfolio.
Differentiation of the main product
within the framework of unified and
standardised product line

8

Operational structure

Possession of all competences
of integrative type required for stable
competitiveness of the business and
achievement of maximum added value

34
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3

Types of business
activities

Product life cycle and value chain

6

Production type

Mostly large-scale

9

Industrial model

Manufacturing partnership based on
developed outsourcing system and
internal coordinated supplies
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Cooperation with
contractors

Integration with 1st and 2nd level
suppliers into unified logistic network
within the framework of supply chain
management system (SCM)

13

Investment
policy

Investment programme aimed at
developing key competences and
high-potential technologies
Active utilisation of specific instruments
of financing of innovations (venture
funds)

16

Personnel

Socially secured personnel motivated
to reach the ultimate results and
involved in the process of perfecting
business processes
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12

Capital size
and structure

Public Joint Stock Company with high
capitalisation

14

Active utilisation of debt and equity
international market instruments

35
Content

Fund raising
mechanism

Management system

Programmatic targeted approach to
business management with strategic
planning function as unconditional
priority

18

Market availability
of the capital

Supplements

Self-financing of operating expenses
and capital expenditure needs.
Project-based approach to investment
financing arrangement on conditions
of risk-segregated partnership

15

Financial stability
and business
liquidity

High ratio of profitability in relation
to net income, stable positive value
of free cash flow

17

115 118

Information policy

Information disclosure
and transparency, effective
communication with customers,
shareholders and investors
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Summary of Results

Priority Projects
Civil Aircraft

MS-21
Programme

SSJ 100
Programme

In 2013 the “Quality Gates”
for the MS-21 Programme
(Gate 5) were passed and
it was resolved to continue
the implementation
of the Programme with
due account for expert
advice, comments and
recommendations.

Due to implementation
of arrangements aimed at
improving the performance
characteristics of SSJ 100
aircraft a supplement to
the type certificate for
the aircraft with extended
range and increased takeoff
weight was obtained.
Furthermore, work aimed
at improving operational
performance and extending
the functions of the aircraft
was performed.

Joint Stock Company United Aircraft Corporation
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“Aircraft 2020”
Programme

Windows of opportunities for different project concepts
were established, the first stage of required development
with regard to the main operating, economic and
environmental characteristics that will ensure competitive
quality of the above aircraft was finished.
The current status of industry resources required for
the implementation of the chosen critical technologies
with regard to readiness for the development of advanced
aircraft was assessed.
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Military Aircraft
PAK FA
Programme

In 2013 the fifth PAK FA
aircraft was produced and
flight operations commenced
in accordance with the state
testing programme.

PMI
Programme

Work under the contract for
project design development
of the Russia-India advanced
multifunctional fifth generation
aircraft was completed.

PAK DA
Programme

On December 27 UAC signed a contract for project design
development under the PAK DA Programme.

Transport Aircraft

Il-112
Programme

As at the end of 2013
the technical concept
of Il-112V was developed and
approved.

MTA
Programme

In 2013 work on preliminary
design was completed in
accordance with the Contract
with the Indian party.

Il-76MD-90A
Programme

Research and development of Il-76MD-90A heavy military
transport aircraft and an advanced tanker aircraft on
the basis of Il-76MD-90A aircraft are performed by JSC Il
under the state contract.
Factory testing of Il-76MD-90A was completed in May
2013 and the first stage of state testing was completed
in November 2013. In June 2013 the Technical Design
of an advanced tanker aircraft on the basis of Il-76MD-90A
was completed and defended. In accordance with the State
Contract the first production aircraft for the Ministry
of Defense of the Russian Federation must be delivered
by the Corporation in 2014.
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The project to build the MS-21
medium range aircraft family
is one of the most important
strategic projects of UAC in
the civil aircraft sector.

MS-21:
Unique Technologies

A wide range of innovations are used
in the MS-21 programme aiming to
create advantages for the aircraft in
one of the most competitive segments
of the aviation market.

UAC implements a project for
the development and introduction
of a complex of high-performance
technologies for design, engineering and
technical preparation, and production
of the MS-21 aircraft as part of which
work in the area of high performance
mechanical treatment, introduction of new
cutting tool designs, automated design
systems, introduction of CAE systems,
non-destructive control methods, shot
peening and production of superplasticity
components are being undertaken.
Many of these developments are unique
and their production will make it possible
to significantly reduce labour input
for production, as well as costs and
the engineering and technical cycle in
preparation for production.

Joint Stock Company United Aircraft Corporation

In 2013 JSC Irkut Corporation,
as part of UAC group, transferred
a prototype metal bay of cylindrical
section of the MS-21 airliner
fuselage (produced using a number
of promising technologies) to the Central
Aerohydrodynamic Institute for damage
and survivability testing for its further use
in the production of prototype and serial
aircraft.
It is planned to produce the main
composite components for the MS-21
wingbox (integral panels, spars, centre
wing box structures) using unique
autoclaveless infusion technology. New
wings will decrease weight and increase
aerodynamic characteristics and fuel
efficiency of the MS-21. The first readyto-use wing will be produced in 2014 at
the Aerocompozit-Ulyanovsk plant.
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The MS-21 will be the first serially
produced aircraft in the world with
an on-board wake vortex flight safety
system integrated into its on-board
equipment at the design phase.
The system is intended to ensure
compliance with future ICAO requirements
for a reduction in in-trail separation
for aircraft with respect to trailing
vortex turbulence (RHSM-RECAT-2).
The proactive implementation of future
ICAO requirements for installing
an on-board wake vortex safety system
will give the MS-21 a competitive edge.

Development of the Heavy
Multirole Fifth Generation Fighter
(PAK FA)

The fifth flight model contains all
enhancements subject to the testing
results of the previous prototypes.
The aircraft is equipped to the maximum
and almost completely meets
requirements for a serial combat aircraft.

In 2013 two prototype aircraft
(T-50-4 and T-50-5) of the heavy
multirole fifth generation fighter
(PAK FA) flew with several
intermediate landings from
Komsomolsk-on-Amur to Zhukovsky
in Moscow Region.

Tests of the fifth generation fighter aircraft
are in line with the objective of reequipping
the Russian army and providing supplies
of state-of-the-art aircraft set by Vladimir
Putin, President of the Russian Federation.
The first stage of the state tests involving
all PAK FA prototypes is planned to be
completed in 2015, and supply of the first
serially produced aircraft is scheduled for
2016.
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On-board equipment of the fifth
generation fighter aircraft is being
adjusted by the JSC Company Sukhoi
Branch Sukhoi Design Bureau at
the unique iron bird bench commissioned
in 2013. The adjustments undertaken
will permit the significant reduction
of the number of test flights on prototype
aircraft.
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Business Model:
Aircraft Development Stages

STAGE 1

STAGE 3

STAGE 5

STAGE 7

Concept research

Selection of suppliers,
determination of investors
and initial customers.
Detail design

Securing external
financing.
Full-scale design

Flight tests
and certification.
First delivery

Development of a set
of documents providing all
information required for
making a qualified decision on
launching and internal financing
of operations.

Determining the compliance
level of aircraft characteristics
and key programme indicators
with the market requirements
in the course of preliminary
negotiation with the counterparties
(potential customers, suppliers,
investors etc.). Supplier selection.
Detail design development.

Securing external financing, work
design document development
and preparing for production.

Obtaining aircraft type certificate,
certificate of airworthiness;
certification of production and
the first delivery.

STAGE 0

STAGE 2

STAGE 4

STAGE 6

STAGE 8

Application analysis

Preparation for
preliminary negotiations
with partners.
Preliminary design

Contract for initial
deliveries.
Technical design

Pilot production

Service maintenance
(MRO)

Comprehensive assessment
of the formalised application
and determination of feasibility
of operations under the new
programme.

Joint Stock Company United Aircraft Corporation

Ensuring readiness of all
programme areas for preliminary
negotiations with potential
suppliers, customers, investors
and other counterparties.
Preliminary design (technical
proposal) development.

Preparation and execution
of contract for initial deliveries.
Technical design development.

Prototype production,
preparation for the first flight.
Ensuring the require security level
of flight tests.
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Content

Serial production, service
maintenance.
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Investment Programme
The Corporation is implementing a large-scale investment
programme as part of retrofitting and modernisation of existing
companies, launching new promising projects aimed at
manufacturing civil and military aircraft, promoting R&D.

Key features of the Corporation’s investment
programme:

• first and foremost investments are allocated for the unit
assembly production;
• investing in low value-added products is being
curtailed, which is in line with the new industrial model
of the Corporation;
• investments enhance efficiency and reduce capacity
difficulties.
A large part of investments is assigned for developing
civil aircraft and aviation programmes of top priority
for UAC such as the MS-21, which will enable
the Corporation to gain a stronger foothold in the civil
aircraft market in the future.
Moreover areas of high priority are also establishment
of national aircraft engineering centre, industrial facility
for production of composite parts and components
for civil aircraft in Kazan and Ulyanovsk, as well as
fulfilling the action plan for technical enhancement
and retrofitting of production facilities in accordance
with the Federal Target Programme “Development
of the Russian Military-Industrial Complex in
2011–2020”.
In 2013, according to UAC’s consolidated financial
statements prepared based on the International
Financial Reporting Standards, the investments
in acquiring property, plant and equipment (PPE)
and intangible assets amounted to RUB 26 bln
and RUB 8 bln respectively.
The Corporation’s investment programme is financed
from own sources with the involvement of leveraged
investment, and is also funded from the federal budget.

Joint Stock Company United Aircraft Corporation
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Important sources of funding are the Federal Target
Programmes “Civil Aviation Equipment Development
in Russia for 2002–2010 and until 2015” and “Russian
Military-Industrial Complex Development until 2020”.
Within the Federal Target Programme “Development
of the Russian Military-Industrial Complex in 2011–
2020” the amount of financing for the Corporation’s
investment programme from the federal budget
of the Russian Federation was RUB 6 bln in 2013. To
ensure the performance of objectives under the State
Military Equipment Programme funds were allocated to
finance the reconstruction and retooling of a number
of affiliates and associates of UAC, including JSC KAPO,
JSC Irkut Corporation, JSC Tupolev, JSC TANTK
Imeni G.M. Berieva, CJSC Aviastar-SP, JSC RSK
MiG, JSC Nizhniy Novgorod Aircraft Plant Sokol,
JSC M. M. Gromov Flight Research Institute. In 2013
six capital construction facilities under the Federal
Target Programme “Development of the Russian
Military-Industrial Complex in 2011–2020” were
commissioned at JSC TANTK imeni G.M. Berieva and
CJSC Aviastar-SP.
Moreover, as part of implementing the Federal Target
Programme “Civil Aviation Equipment Development in
Russia for 2002–2010 and until 2015” the Corporation
is the contractor for research and development in new
aircraft technology development. The funds received
by the Corporation under the Federal Target Programme
“Civil Aviation Equipment Development in Russia
for 2002–2010 and until 2015” in 2013 amounted
to RUB 14 bln.
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R&D
R&D and Innovations
In 2013 UAC worked on improvement of the Innovative
Development Programme in accordance with
methodological materials and recommendations
of the Ministry of Economic Development
of the Russian Federation, Ministry of Industry and
Trade of the Russian Federation and other federal
authorities and also on the basis of the experience
of state corporations and state-controlled companies
(Rostec Corporation, Rosatom State Corporation,
JSC RUSNANO, OJSC Sberbank).

The Corporation has prepared a number of draft local
regulations on innovation management, including:

• Order “On the implementation of the Centralised
Collection and Storage of Corporate Reports under
the Innovative Development Programme portal in UAC”;
• Regulations “On holding the Innovative Development in
UAC competition”;
• Order “On the approval and implementation
of innovative development management structure and
the plan for preparation of materials for organisation
of work under the UAC innovative development
programme”.

Scientific and Technical Development
In 2013 operations within the framework of 82 scientific
and technical development projects were carried out,
including arrangements relating to development of new
technologies, large-scale implementation of composite
materials in airframes, research and development,
improvement of innovative activities and business
processes as well as promotion of cooperation with
innovative environmental entities.

Innovative Business Process Development
UAC continued the implementation and development
of the aviation programme management system
(the Gate System). By order of the President of UAC
No. 03 dated January 15, 2013 adjustments were
made in the UAC Standard “The procedure of UAC
aviation programme management”. According to these
adjustments innovative elements were introduced
to the whole structure of the aviation programme

management system. The project approach to
innovative processes forms the basis of these
adjustments.
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UAC holds a number
of competitions
to search for
potential ideas
for the development
and implementation
of innovations.

In 2013 the Corporation started using the TRL system
(a system of technology readiness level assessment)
to manage scientific research. In accordance with
the developed approach scientific research is
considered as a cluster of micro projects implemented
in close cooperation between industrial and scientific
organisations. In this way, industrial companies act as
customers and ensure the demand for such projects.
An example of such partnership is the “Aircraft
2020” Project implemented by UAC and the Central
Aerohydrodynamic Institute with the participation
of the leading industrial scientific research institutions
(Central Institute of Aviation Motors, State Research
Institute of Aviation Systems). “Aircraft 2020” is
an innovative project aimed at the research and analysis
of the most advanced and efficient technological
and innovative solutions that will allow the extension
of the product line of the Russian civil aircraft and
strengthen the position of the Russian aircraft industry
by 2020.

Joint Stock Company United Aircraft Corporation
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The planned lines of business in 2013 comprised
the creation of automated information and analytical
system and advanced technology databank and
the establishment of a single information environment in
the Corporation. UAC has developed and implemented
an innovative electronic document management system
for corporate governance – the DIRECTUM-based
“Corporate Governance” module that has no direct
analogs in the Russian corporate market.
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Breakdown of Scientific and Technical Development Projects
by Priority Programmes
Product

2012 – Actual

2013 – Actual

35

35

SSJ Series

4

4

Tu-204/214

3

3

42

42

Civil aircraft (CA) programmes
MS-21

Total:
Transport aircraft (TA) programmes
Il-76MD-90A

9

4

Total:

9

4

Special aircraft (SA) programmes
Special aircraft

1

1

Total:

1

1

11

11

Military aircraft (MA) programmes
Su
MiG
Total:

1

1

12

12

Interprogramme project (IP)
Interprogramme

3

1

Infrastructural

25

22

Total:

28

23

Source: JSC UAC.

Inter-industry Cooperation Development
In 2013 inter-industry cooperation was facilitated, first
of all in the following areas:

• the creation of an inter-industry knowledge and
competence database;
• the creation of an interface to facilitate inter-industry
communications between expert communities;
• joint participation in the establishment and
implementation of complex research programmes;
• implementation of joint projects, including international
projects.

UAC holds a number of competitions to search for
potential ideas for the development and implementation
of innovations. In particular, in 2013 a competition in
the field of lean production was held; the following
competitions are scheduled for 2014 – “Scientific
research of entry-level employees of UAC” and
“Innovative development of UAC”.
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Cooperation with Scientific Organisations
The Corporation promotes active cooperation with
industrial scientific organisations such as Central
Aerohydrodynamic Institute, State Research Institute
of Aviation System, FSUE All-Russian Scientific Research
Institute of Aviation Materials, Central Institute of Aviation
Motors, FSUE Scientific Research Institute Standardization
and Unification, the Russian Academy of Sciences
and the Applied Research Fund within the framework
of implementation of MS-21, SSJ 100, Il-76MD-90A
and other aviation programmes. On August 30, 2013
an Agreement on scientific research and innovative
cooperation between UAC and the Russian Academy
of Sciences was signed. Joint operations plans of UAC with
the following 5 Russian Academy of Sciences’ departments
were approved together with the Agreement: mathematics,
international relations, chemistry, nanotechnologies,
power generation and engineering and mechanics and
management processes.
Main attention was concentrated on the development
of technologies contributing the most to increasing
the competitive ability and efficiency of Russian aviation
equipment. First of all, these are technologies aimed at
the creation of advanced materials, including composite,
status monitoring technologies for systems, assemblies
and structures, “more electric aircraft” technology
development (advanced electric power sources based
on fuel cells, issues of hydrocarbon fuel conversion and
hydrogen synthesis to feed fuel cells onboard the aircraft).

Cooperation with Universities
Companies of the Corporation develop cooperation
with airspace and technical universities to implement
educational programmes and scientific research
projects. A Cooperation Agreement with 13 key
(basic) airspace and technical partner universities was
signed at the International Aviation and Space Salon
MAKS-2013. In the second half of 2013 plans of joint
programmes in the field of scientific research and
innovations were developed.

Joint Stock Company United Aircraft Corporation
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In 2013 joint operations of the Russian Academy
of Sciences’ Departments and UAC in the field of research
and development of technologies for advanced aircraft
systems have commenced and will continue until 2017.
The co-development areas of UAC and the Russian
Academy of Sciences include:

• Improvement of aircraft aerodynamics;
• Increase of flight safety and tolerance of advanced
aircraft by optimising structural durability, in-flight
structural system status monitoring, flight trajectory
management and lightning protection system
improvement;
• Icing prevention using nanocoating;
• The development of new power sources, including
fuel cells fueled by aviation fuel and supercapacitors
(ionistors);
• Noise reduction, improvement of aircraft environmental
friendliness;
• Analysis and forecasting of macroeconomic, social
and political factors affecting air carriage development
trends.
In 2013 the list of research projects which UAC is interested
in was formed through the Advanced Research Fund.
Applications for implementation of projects in the field
of new power sources, use of nanotechnologies in aircraft
industry and use of plasma formations to improve aircraft
performance were prepared and duly submitted.

Laboratory and Research Complex of Radiophysical
Technologies of Company Sukhoi and Institute
for Theoretical and Applied Electrodynamics
of the Russian Academy of Sciences.

CEO of Institute for Theoretical and Applied
Electrodynamics of the Russian Academy of
Sciences Lagarkov A.N., UAC President Pogosyan
M.A., President of the Russian Academy of
Sciences Fortov V.E. (from left to rignt)

In 2013 JSC Company Sukhoi, part of UAC,
and the Institute for Theoretical and Applied
Electrodynamics of the Russian Academy
of Sciences completed construction,
commissioning and certification
of the laboratory and research complex
of radiophysical technologies.

The Institute has undertaken theoretical and applied work for
the benefit of aircraft manufacturers since the end of the 1990s. In
2001 JSC Company Sukhoi and the Institute for Theoretical and
Applied Electrodynamics of the Russian Academy of Sciences
signed their first large-scale cooperation agreement. Investments
in construction of the laboratory and research complex exceeded
RUB 500 mln. The project was financed by the Ministry of Industry
and Trade, the Russian Academy of Sciences and JSC Company
Sukhoi Branch Sukhoi Design Bureau. The complex includes
radio-measuring polygons based on anechoic chambers,
modern equipped laboratories for nanotechnology of composite
materials and thin-film structures and coatings, laboratory for
composite materials electrophysics, and pilot sites for production
of composite materials.

Scientists of JSC Company Sukhoi Branch Sukhoi Design Bureau
and the Institute for Theoretical and Applied Electrodynamics
of the Russian Academy of Sciences completed a number
of fundamental and applied research projects regarding the nature
of electromagnetic wave dispersion, creation of new materials
and development of tools for provisioning of electromagnetic
compatibility of apparatus construction elements, and tested
components with special composite coatings in anechoic chambers.
Technologies and materials developed and tested in laboratories
of the Institute for Theoretical and Applied Electrodynamics
of the Russian Academy of Sciences are used in civil aviation as well
as in the development and construction of all new types of aircraft.
In 2013 the Institute for Theoretical and Applied Electrodynamics
of the Russian Academy of Sciences and JSC Company Sukhoi
completed laboratory and bench testing of radiophysical
technologies used in the fifth generation aircraft system T-50.
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Transformation of the Industrial Model of the Corporation
The creation of a new corporate industrial model
contemplates switching from the full-cycle plant
model where plants perform all technological
aircraft production processes to the development
of competitive technologies and competences,
the establishment of final production plants,
competence and specialisation centres and
technoparks on the basis of UAC production
facilities. Application of efficient labour management,
advanced technologies and materials, restructuring
of technological areas facilitate significant mid-term
increase of labour efficiency. The achievement of this
objective will be further facilitated by the implementation
of high-technology complexes using modern innovative

materials, the use of digital technologies, ensuring
batch production by means of plant restructuring and
the establishment of an optimal financial model.
The creation of a new industrial model contemplates
switching from a vertically integrated management
system – full-cycle plants – to a horizontal coordination
scheme that will allow the concentration of engineering
and production resources, reduce investment costs
of the implementation of advanced technological
solutions and upgrade existing technological platforms.

Development of the Corporation’s
Industry Model

UAC’s current industry model
was formed in the USSR and is
characterized by a range of fullcycle plants aimed at finished
product output with minimal
intra-industrial cooperation

The transformation of industrial
model structure implies
switching to production
based on broad horizontal
cooperation with minimum
redundant production facilities

Joint Stock Company United Aircraft Corporation
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The new approach implies
reduction in number
of final production
plants, re-engineering
of business processes within
the framework of internal
production development and
the creation of new industrial
infrastructure – competence
and specialisation centres

By 2025 the UAC’s
development vector will
be mainly focused on
development of the key
competence of the upper
level integrator while keeping
those downstream operations
critical to maintaining business
stability
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Target Industrial Model Participants

The highest form of specialised production
development which comprises competences
in the fields of production as well as core product
development (maily oriented on external market and
aimed at attracting strategic investors)
Perform final assembly
of the products

Final production
plants

Specialisation
centre

Competence
centre

Internal
production

Production area with high
concentration of special equipment
used in special technological
processes and covering the demand
of all companies of the Corporation
for certain products (products
of one production area or standard
components produced within one
technological chain with minor
variations)

Production based on one
of the Corporation’s business
units making deliveries of semifinished products within a single
production site (cost reduction due
to introduction of flow-line or team
production principles)
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Risk Management
The activities of JSC UAC and its subsidiaries are affected
by a number of risks which may significantly change the forecast
results of operations.

The Corporation endeavors its best efforts to prevent
and mitigate the possible consequences of negative
factors of various nature for its production and business
operations.
Risk management is aimed at ensuring stable, safe and
efficient operation of the Corporation and optimisation
of the cost and risk ratio. The existing risk management
system of UAC allows the possibility of their influence on
the results of the Corporation’s activities to be reduced.

Strategic management in the field of risk management
is conducted by the Board of Directors of UAC.
The implementation of the strategy in the field
of risk management is facilitated by resolutions
of the Management Board and the relevant orders and
instructions of the President of UAC.

Description of Risks and Mitigation Arrangements

UAC enters into long-term contracts with the Ministry of Defense
of the Russian Federation to reduce the level of business risks relating
to military aircraft equipment delivery under state orders. UAC supports
the promotion of its products, extends its product line, implements new
aircraft equipment sales funding mechanisms, develops aftersale servicing
to facilitate cooperation with the customers, implements large-scale
technical upgrade programme and a special production development
programme. The use of separate risk partnership increases the interest
of suppliers in the business results of the projects.

Industry risks
• Risks relating to demand changes
• Competitive risks
• Risks relating to depreciation
of production capacities of civil aviation
production facilities
• Risks relating to supplier activities
• Risks relating to fluctuation of prices
on raw materials and services used
by the Corporation in its activities

To prevent the reduction of demand for UAC products the Corporation
searches for new customers and offers extended cooperation conditions.
According to UAC estimates risks relating to possible changes in prices for
raw materials and services used by the Corporation are insignificant. For
the purposes of further mitigation thereof UAC maintains long-term partner
relations with the suppliers of components and materials.

• Risks relating to changes in prices on
the Corporation’s products and services

According to UAC estimates risks relating to possible changes in prices
for the Corporation’s products are insignificant. UAC, its associates and
affiliates ship products under long-term contracts. To mitigate the above
risks the escalation of prices under the contracts is employed. There are no
forecasts of changes in the mid-term market situation.

Joint Stock Company United Aircraft Corporation
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Country
and regional risks
• Political risks
• Risk of military conflicts and national
emergencies
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UAC considers the possibility of positive or negative regional level changes
unlikely in the foreseeable future.
In this way, UAC constantly employs preventive measures in the fields
of environmental protection, HR policy, social infrastructure development.

• Risks relating to geographical
particularities of the regions of presence

Financial risks
• Exchange rate risks
• Credit risks
• Inflation risks
• Liquidity risks
•

To mitigate the risk of exchange rate fluctuations companies
of the Corporation attract credit resources relating to the performance
of export contracts in the form of foreign currency loans.
Target financing of UAC expenses by the state allows UAC to increase its
reliability as a borrower and reduce interest rates for credit resources
attracted. Furthermore, UAC is granted additional support through its
inclusion in the list of strategic companies of the Russian Federation.
UAC implements corrective arrangements aimed at receiving advanced
payment from the customers for supplied products (work, services) as well
as settlement deadline reduction. The financial strategy of UAC envisages
gradual escalation of prices for products sold, as an inflation component is
provided for upon contract execution.
To mitigate liquidity risk budgeting, cash flow forecasting procedures and
development of financial and production plans are used to identify liquidity
deficiencies and attract or reassign the required financial resources in due
time.
An additional efficient liquidity management instrument of UAC is
the possibility of using unsecured credit facilities extended by partner banks
in case of urgent necessity to cover a deficiency.
The risk of non-payment by customers which may in turn lead to liquidity
problems is mitigated by using advance payment procedure.
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To mitigate the legal risks UAC submits the relevant proposals to state
authorities and institutions and actively participates in the discussion and
passing of resolutions relating to the prospects of the Russian aviation
industry.

Legal risks
• Regulatory risks

To ensure compliance of technological infrastructure of UAC with
the requirements of modern aircraft equipment large-scale upgrade
of equipment, production retooling and implementation of cutting-edge
technologies in all operational processes are undertaken.

Risks relating
to Corporation’s activities
• Risk of losses due to production
interruptions

To increase the level and quality of products provided by the suppliers,
competitive selection of suppliers and partner quality management system
audits are conducted.

• Risks relating to ongoing legal proceedings
• Licence termination risks

As at the end of the reporting period UAC has not participated in legal
proceedings which may significantly affect its business activities.

• Risks relating to loss of major consumers

The risk of licence termination may be considered insignificant except
in cases when in order to extend the licence or continue operations
requirements which cannot be met or lead to excessive expenses are
established.
The possibility of losing consumers which contribute no less than ten per
cent of the total revenue from product sales may be considered insignificant.

Joint Stock Company United Aircraft Corporation
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Upgraded Military
Transport Aircraft
Il-76MD-90A

The Il-76MD-90A is the upgraded
version of the Il-76, one of the most
successful and popular airliners in
the transport aviation history.

The aircraft is designed for transportation
of heavy oversize cargo and airlift
delivery of military personnel and military
machines by parachuting and landing.
The Il-76MD-90A aircraft is developed
by JSC Il and produced by СJSC
Aviastar-SP (Ulyanovsk).
The aircraft structure has been
dramatically changed: the wing and centre
wing box structures have been upgraded,
landing gear reinforced and upgraded
engines installed, which together enables
the increase of maximum take-off
weight of the aircraft and its commercial
load. The on-board radioelectronic and
navigation complex was significantly
modified by the incorporation of modern
digital equipment. In total, 70% of all
the aircraft’s systems were upgraded.
A new pilot-navigation complex, including
digital robot-control system, digital
communication system, wing-flap control
system and “glass” cockpit were installed
on the aircraft.

In 2013 the upgraded military transport
aircraft, the Il-76MD-90A passed the first
stage of state joint tests. 38 flights were
performed and the operation of the pilotnavigation systems, the fuel system
and autopilot and radio communication
were checked during the flight tests.
Flights with a maximum take-off weight
of 210 tonnes and a maximum landing
weight of 170 tonnes were performed and
overshoot procedure upon failure of one
or two engines was developed during
the state joint tests.

The aircraft will be reworked at
the Ulyanovsk aircraft plant Aviastar-SP.
It is planned to install a new
communication system, a defence system
and external and on-board video cameras.
Upon completion of the rework stage,
the prototype will pass to the second
stage of the state joint tests in Zhukovsky.
The second stage of the state joint tests
comprise testing of the on-board defence
system and the on-board communication
system, as well as the airlift delivery
of cargo and machines.
In 2013 Aviastar-SP received the allRussian award Aircraft Manufacturer
of the Year and was nominated
in the categories of The Most Innovative
Project (for the development and launch
of serial production on the basis of digital
technologies for design and production
Il-76MD-90A aircraft) , and of For Creation
of a New Prototype.
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Il-76MD-90А
Heavy military transport aircraft

Maiden
flight

First
delivery

Current
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with the Russian
Ministry of Defence
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2012
2014
Serial
production

The use of computer technologies
during Il-76MD-90A project
implementation allowed to reduce terms
and costs of design and technological
preparation of production and also
increase quality of production and
further servicing.
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Operational
Results
Aircraft Supplies
In 2013 UAC completely fulfilled its
obligations relating to the supply of aircraft
equipment and extended its order book in
key areas of business. The scope of supply
has increased from 94 aircraft in 2012 to
111 aircraft in 2013, within which the largest
growth in the scope of supply was recorded
in the civil aircraft segment (more than 60%
growth from 18 aircraft in 2012 to 29 aircraft
in 2013). The average annual delivery
growth rate in 2008–2013 amounted to
16%.

102

95

94

Total volume
of deliveries, units

74
53
2

In the Civil Aircraft segment 25 SSJ 100
and 4 An-148-100 aircraft were delivered
to customers in the reporting year. SSJ 100
aircraft were delivered to Russian as well
as foreign customers, including Aeroflot,
Gazprom Avia, Yakutia, Moskovia, Interjet,
Sky Aviation and Lao Central.

3
4

1
2

3

2

4

3

Transport
aircraft, units

3

Special
aircraft, units

29
18
6

5

6

Civil
aircraft, units

7
88

In 2013 companies of the Corporation
delivered 54 military aircraft within
the scope of the state defense order which
is 54% more than in 2012 when the scale
of deliveries was 35 aircraft.

83

79
71
65

Totally, 79 Su-30, Su-34, Yak-130, MiG29 aircraft with different modifications
were delivered to the Ministry of Defense
of the Russian Federation and for export
in the Military Aircraft segment during
the reporting period.

45
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Source: JSC UAC.
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In 2013 UAC companies delivered 3 special
aircraft: 2 aircraft on the basis of Tu-214
and 1 aircraft on the basis of Il-96-300.
Moreover, the Corporation has completed
the repairs and upgrade of Tu-160 aircraft.
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Repairs and an upgrade of Tu-95MS and
Tu-22M3 aircraft were also conducted. It is
worth mentioning, that in the special aircraft
segment the upgrade of airborne warning
and control system aircraft was conducted.

Product Quality Management
In 2013 the Corporation continued
the performance of a series
of arrangements aimed at quality
management, quality assurance
programmes, flight safety, reliability,
traceability, maintainability and reparability
assurance programmes. The analysis
of quality and reliability of aircraft equipment
produced by UAC confirms the compliance
of the products with all regulatory
requirements. The reduction of the relative
number of claims from operators should be
noted.

Oboronsertifika and IAQG (International
Airspace Quality Group) systems were
obtained. In 2013 quality management
systems of JSC OAK-TS, JSC Irkut
Corporation, JSC Nizhniy Novgorod Aircraft
Plant Sokol, CJSC Aviastar-SP, JSC VASO
(for compliance with the national standards
GOST ISO 9001-2011, GOST RV 0015002-2012, SRPP VT), JSC Company
Sukhoi Branch KNAAZ named after Y.A.
Gagarin, JSC VASO (for compliance
with international standard IAQG 9100C)
have successfully passed certification
(recertification).

All UAC companies develop quality
management systems (QMS). QMS
compliance certificates of Military Register,

Technical Retooling
Companies of UAC continue the implementation of technical retooling programmes,
including the upgrade and optimisation
of production capacities. This activity
is funded within the framework of state
programmes as well as by own funds and
funds raised externally.

Design and survey operations for
48 reconstruction and technical retooling
projects of JSC Company Sukhoi, JSC RSK
MiG, JSC Tupolev, JSC Nizhniy Novgorod
Aircraft Plant Sokol, JSC KAPO and CJSC
Aviastar-SP were completed.

In 2013 the materials and project
documentation for the development of civil,
military, military transport and special
aircraft were prepared.
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In 2013 KAPO-Compozit plant producing
composite components for Russian and
foreign aircraft commenced its operation
in Kazan.

KAPO-Compozit
Plant in Kazan

KAPO-Compozit is the first new plant
launched as part of UAC’s programme for
construction of competence centres. As
a result of the programme new component
production facilities will be launched in
Kazan, Ulyanovsk and Voronezh and
an aircraft engineering centre will be
opened in Moscow.
CJSC KAPO-Compozit is a subsidiary
of CJSC Aerocompozit. The company
is located in the territory of JSC KAPO.
The area of production facilities is 35
thousand square meters. More than RUB
3.5 bln has been invested in new plant
construction. The major shareholders are
UAC and the Government of the Republic
of Tatarstan.

The manufacturing capacities are
oriented to production of composite
elements for wing flap system and tail
fins (flaps, air brakes, spoilers, elevators)
for Russian aircraft Superjet 100 and
MS-21. Carbon fibre composite materials
significantly improve aircraft aerodynamic
characteristics and reduce weight.
It is noteworthy that the percentage
of composite materials in the new
MS-21 will be 30-40%. Serial production
of components for the SSJ 100 launched
in winter 2013 and starting from 2015,
after technological development and
adjustment of production processes,
serial production of components for
MS-21 will also be launched.
The plant was constructed in close
cooperation with a number of Russian
and international companies, in particular,
the All-Russian Scientific Research
Institute of Aviation Materials, RUSNANO,
Cytec and Hexcel.
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At the plant opening ceremony Mikhail
Pogosyan, President of UAC, and Walter
Stephan, President of Austrian company
FACC AG, signed an agreement as
a letter of intent in respect of the Austrian
company’s acquisition of a share in
the capital of the plant in 2014. FACC
is planning to complete the plant’s
certification for Boeing and Airbus
standards and to start supplies to foreign
partners in 2014.
Composite production is an innovative
industry where dozens of different new
professions are being created, including
in material science, mathematics and
aerodynamics areas. Subject to specific
features of UAC’s business, CJSC
Aerocompozit signed an agreement
for cooperation in the area of staff
assistance with leading higher educational
institutions of Tatarstan – Kazan Federal
University, A.N. Tupolev Kazan National
Research Technical University – KAI and
Kazan National Research Technological
University. The new production has
already created 350 jobs and it is planned
to recruit 200 more specialists in the next
two years.

AerocompozitUlyanovsk Plant

The official ceremony of opening
of the first stage of construction
of the Aerocompozit-Ulyanovsk plant
for production of composite structures
was held in 2013.

Aerocompozit-Ulyanovsk is a unique
production site that meets global
production standards for components
made of polymeric composite materials:
centre section panels, spars and integral
panels of the outer wing. Products
of the plant will be used in the MS-21
programme and in other long-range UAC
projects.

The plant is the biggest composite
producer in the Russian aircraft industry.
The site area is almost 90 thousand
square meters. Production of the main
composite structures for the wingbox
of the promising passenger aircraft MS-21
(integral panels, spars, centre wing box
components) using unique autoclaveless
infusion technology will be launched soon.
New wings will increase the fuel efficiency
of MS-21 aircraft by 6-8% compared
to the same class of airliners, such as
Boeing 737 MAX or Airbus A320neo.

The plant became the second production
site launched in 2013 by UAC as part
of the programme for construction
of competence centres. As part
of the programme new component parts
production will be launched in Kazan,
Ulyanovsk and Voronezh and an aircraft
engineering centre will be opened in
Moscow.
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A key objective of the centre is to create
brand new high-quality products for
different segments of the aircraft industry,
which will be able to compete in the world
market.
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Corporate Structure Improvement
In 2013 UAC worked on corporate structure
improvement. In particular, resolutions were
passed regarding the following companies:

Federation into the management of UAC
and following this another 6 companies are
to be transferred into UAC’s management
in 2014.

• The reorganisation of JSC KAPO and JSC
Tupolev commenced in order to create
the UAC - Special Aircraft business unit.
• Limited Liability Company UAC Procurement was established to optimise
UAC procurement activities.
• In 2013 9 companies specialising in repair
and maintenance of military and special
aircraft equipment were transferred from
the Ministry of Defense of the Russian

In 2013 work relating to the optimisation
of production potential and industrial
models of UAC companies continued.
Cooperation priorities within the framework
of the Il-76MD-90A, light military transport
aircraft (LMTA) and advanced long-range
strategic bomber and missile carrier (PAK
DA) projects were reviewed using economic
analysis.

International Partnership Development
The international activities
of the Corporation are aimed at
the development of cooperation with foreign
partners, expansion of cooperation with
aircraft manufacturers in the CIS, Europe,
India and China and the development
of scientific and technological partnership.
The main areas of cooperation with foreign
partners in 2013 were:
>> Implementation of production
cooperation programme with Airbus with
the participation of Irkutsk and Voronezh
Aircraft Plants.
>> Development of cooperation with
Alenia Aermacchi S.p.A. (Italy) as part
of the SSJ 100 Project.
• SuperJet International S.p.A, a joint
venture of JSC Company Sukhoi and
Alenia Aermacchi provided aftersales
servicing of new customers. CJSC Sukhoi
Civil Aircraft and SuperJet International
continued joint development of the business
version of SSJ 100, the Sukhoi Business
Jet (SBJ). SBJ prototype was presented at
the MAKS-2013 Aviation and Space Salon.

Joint Stock Company United Aircraft Corporation

>> Cooperation with foreign partners under
the MS-21 short-/middle-range aircraft
project.
• In 2013 Dürr Systems GmbH (Germany)
designed the aggregate and final assembly
line of MS-21 at the Irkutsk Aircraft Plant.
• Thyssen Krupp Systems Engineering
GmbH (Germany) finished the design
of the aggregate assembly line of MS-21 for
CJSC Aviastar-SP.
• CJSC Aerocompozit, a Corporation group
company, cooperated with two Austrian
companies (FACC AG and Diamond Aircraft
Industries GmbH) at the stage of trial design
and composite component production for
MS-21.
>> Cooperation with GP Antonov (Ukraine) as
part of projects relating to joint production
of Antonov series aircraft.
• The production of An-148-100 aircraft at
the Voronezh Aircraft Plant (JSC VASO)
using airframe units and assemblies
produced by the Antonov Company (Ukraine)
continued.
• Repairs and small-scale upgrade of An-124
aircraft used by the Ministry of Defense
of the Russian Federation are performed
by CJSC Aviastar-SP within the framework
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Airbus A320 aircraft
tail pylon assembly
at Irkutsk Aircraft Plant

of state contracts; in 2013 two aircraft were
delivered to the customer.
>> Development of military and technical
cooperation with the Republic of India.
• In 2013 the delivery of equipment for batch
overhaul of Su-30MKI in India was almost
finished.
• UAC has provided India with the second
batch of equipment for the upgrade
of the Indian MiG-29 aircraft fleet.
• The Russia-India project design team has
completed the preliminary design stage
within the framework of the joint project
for the development of a multi-purpose
transport aircraft (MTA).
• JSC Company Sukhoi and Hindustan
Aeronautics Ltd have completed the draft
technical design of advanced multi-purpose
fighter (PMI).

>> Cooperation with the Commercial Aircraft
Corporation of China (COMAC) under
the new wide-body long-range civil aircraft
project.
>> Cooperation with Safran Group (France)
in the development of electric servo wires,
advanced anti-icing systems and advance
onboard electric power sources.
>> Holding of a joint meeting of the leading
experts from the Institute of Mechanics
of the National Academy of Sciences
of Armenia and Russian aviation experts
regarding the issues of cooperation in
the field of advanced technologies.
>> Preparatory operations relating to
the creation of the Russian engineering
centre based on leading-edge
technologies of the Russian and foreign
companies, including LMS (Siemens).
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The eleventh International Aviation and
Space Salon of 2013 laid the foundations
for further successful development
of the Corporation.

MAKS-2013

During MAKS-2013 UAC and its
subsidiaries signed contracts and
agreements of intent to supply and
maintain aircraft for a total amount of USD
12 bln. One of the largest contracts is
a contract for aircraft service maintenance
for more than RUB 85 bln entered
into between the Ministry of Defence
of the Russian Federation and UAC for
three years. In the course of the aviation
salon contracts and agreements of intent
to supply in total 96 SSJ 100 aircraft and
82 MS-21 aircraft were entered into.
The most important event of the aviation
salon was the signature of a number
of agreements to create competitive
mechanisms for financing and promotion
of civil aircraft sales. In particular,
agreements specifying the creation

Joint Stock Company United Aircraft Corporation

of a competitive system of operational
leasing of civil aircraft sales were entered
into with OJSC Sberbank and CJSC
Sberbank leasing. Moreover, CJSC Sukhoi
Civil Aircraft and CJSC Sberbank leasing
stated their plans regarding the creation
of a joint venture for promotion and
leasing of SSJ 100 aircraft.
The Russian Agency for Export Credit and
Investment Insurance and UAC signed
a strategic cooperation memorandum
specifying the creation of a special
programme for insurance of export credits
for purchase of Sukhoi Superjet 100
aircraft by foreign customers.

At MAKS-2013 UAC showed
an unprecedented flight programme,
including the flight display of three
T-50 prototype aircraft, the prototype
fighter aircraft MiG-35, MiG-29SMT,
MiG-29K, Su-30SM, flight of Su-35 and
Su-34 triplets, and the Yak-130 trainer
and presented the new Il-76MD-90A
transport aircraft, as well as more than
20 aircraft in static parking (the VIP
version of the Sukhoi Superjet 100 and
the Tu-214ON (Open Sky) aircraft).
Procedure trainer of the planned airliner
MS-21 was showed for the first time at
the UAC stand.
UAC and the Russian Academy
of Sciences signed an agreement for
cooperation in twenty areas, including
transfer to modern sources of energy,
development of new materials and “smart”
structures, reduction of fuel consumption
and improvement of aircraft environmental
efficiency.

UAC and OJSC National Institute
of Aviation Technologies signed
a cooperation agreement aimed at
the development and implementation
of measures increasing the Corporation’s
production efficiency and research into
new technologies for the construction
of new aircraft.
As part of the MAKS-2013 aviation
salon UAC held a Conference of young
specialists and students from industryrelated higher education institutions,
attended by over 400 persons. Results
of the science and technical works contest
were presented at the conference. Visits
to the aviation show in Farnborough in
the summer of 2014 were the grand prize
of the Contest.

UAC, the Ministry of Education and
Science of the Russian Federation,
the Russian Engineering Union and
leading aviation and technical higher
education institutions of Russia
(13 supporting higher education
institutions: Moscow Aviation Institute,
Bauman Moscow State Technical
University, Moscow Institute of Physics
and Technology, Moscow State Aviation
Technological University - Russian
State Technological University named
after K.E. Tsiolkovsky, Samara State
Aerospace University named after
academician S.P. Korolev, Kazan National
Research Technical University named
after A.N.Tupolev, Novosibirsk State
Technical University, Komsomolskon-Amur State Technical University,
National Research Irkutsk State
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Technical University, Voronezh State
Technical University, Nizhny Novgorod
State Technical University named
after R.E. Alekseev, Ulyanovsk State
University, Southern Federal University,
and Moscow School of Management
SKOLKOVO) signed an agreement
for partnership and cooperation for
the purposes of establishing a new
Aircraft Construction Education Cluster
“Engineers of the Future” in Zhukovsky.
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Efficient Use of Energy and Resources
UAC strives to raise efficiency of energy
and resource use by all the Corporation’s
entities. Programmes aimed at raising
energy-and-resource efficiency by reducing
energy consumption through modernisation
of equipment and technology are
implemented at Corporation.

Within the framework of the project for
“Modernisation of Production and Other
Buildings Heating Systems at JSC KAPO”,
the Corporation completed construction
of four boiler houses with a total thermal
capacity of 46 MW, a 30 MW gas-andair heating system, a ground averagepressure gas pipeline and a gas distribution
substation. Design and survey work is
underway at other plants with a view to
building heating and steam boiler houses,
modernising heating systems in production
and other buildings, installing 2 to 5 MW
power co-generators, and modernising
compressed air supply systems.

As part of the overall energy-andresource efficiency raising programme
for 2013–2017, in the reporting period
the Corporation modernised heating,
ventilation and lighting systems, optimised
heating, compressor and basic energyconsuming equipment.

Improving Supplier Relations
UAC attempts to improve its approaches
to and relations with suppliers by building
a most open procurement system to raise
the quality, transparency and efficiency
of its acquisition efforts.
To optimise the procurement process, in
2013 the Corporation resolved to establish
LLC UAC-Procurement as a procurement
competence centre. LLC UAC-Procurement
is to serve as the basis for introducing
a unified procurement management model
and unifying the cooperation system among
companies in pricing and purchases.
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4
BOILER HOUSES
with total
thermal capacity
of 46 MW
constructed
at JSC KAPO
in 2013
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Electric Energy Consumption by the Corporation’s
Major Production Facilities in 2008–2013, mln RUB

2008

2009

2010

2011

2012

2013

CJSC Aviastar-SP

Subsidiary

225.9

238.1

273.4

307.3

300.4

289.2

JSC VASO

132.9

146.7

173.3

200.2

163.4

185.1

14.3

17.4

20.4

24.0

28.1

26.9

JSC Il
JSC Irkut Corporation

74.1

142.6

183.2

155.2

212.8

236.9

JSC KAPO

91.3

102.0

101.0

93.3

86.1

88.2

150.3

150.7

165.9

202.6

192.8

211.4

JSC RSK MiG
JSC Nizhniy Novgorod Aircraft Plant Sokol
JSC Company Sukhoi

93.7

115.6

134.5

176.0

143.9

169.9

262.3*

289.1*

254.4*

283.2*

350.7

355.5

JSC TANTK Imeni G.M. Berieva

46.4

56.0

72.1

87.0

95.2

116.1

JSC Tupolev

15.9

23.4

26.0

36.3

42.5

44.2

JSC Myasishchev Design Bureau
Total

9.9

12.6

15.8

18.7

22.1

26.0

1,116.93*

1,294.14*

1,420.20*

1,583.81*

1,637.87

1,749.3

*    Excluding JSC Company Sukhoi Branch NAZ named after V.P. Chkalov

Electric Energy Consumption by the Corporation’s
Major Production Facilities in 2008–2013, mln kWh

Subsidiary

2008

2009

2010

2011

2012

CJSC Aviastar-SP

114.1

104.6

99.2

101.6

102.2

89.8

71.4

66.3

72.1

75.0

69.9

69.1

JSC VASO
JSC Il
JSC Irkut Corporation

2013

7.4

7.9

7.9

7.9

8.0

7.7

112.8

115.1

110.2

108.6

107.3

107.6

JSC KAPO

69.8

61.9

53.6

49.2

45.3

46.0

JSC RSK MiG

70.7

63.4

59.3

61.8

63.5

66.5

JSC Nizhniy Novgorod Aircraft Plant Sokol

52.9

48.8

54.0

45.9

53.6

56.2

116.6*

109.5*

111.9*

119.1*

172.0

180.6

23.1

21.2

24.6

26.1

28.0

30.0

JSC Tupolev

9.5

11.3

11.3

13.2

13.8

11.3

JSC Myasishchev Design Bureau

5.9

6.0

6.8

7.3

7.8

7.8

654.14*

615.99*

610.77*

615.81*

671.32

672.62

JSC Company Sukhoi
JSC TANTK Imeni G.M. Berieva

Total

*    Excluding JSC Company Sukhoi Branch NAZ named after V.P. Chkalov

Source: JSC UAC.
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Financial Results
Key Indicators
UAC Aircraft Deliveries and Revenue Dynamics

The long-term growth trend of aircraft
deliveries and Corporation’s revenue
continued in the reporting period:
in 2008–2013 UAC increased the quantity
of aircraft supplied from 53 to 111,
CAGR of deliveries amounted to 16%
and CAGR of revenue amounted to 20%.
The growth of aircraft sold from 94 in 2012
to 111 in 2013 increased the revenue by
28.7% to RUB 220 bln.

CAGR of revenue 20%

140,682
87,465

53
2008

Aircraft supplied, units
Revenue, mln RUB
Gross profit, mln RUB
Gross margin
EBITDA, mln RUB
EBITDA margin
Profit (loss) from operations, mln RUB
Operating margin
EBIT, mln RUB
EBIT margin
Profit (loss) for the year, mln RUB
Net margin

Joint Stock Company United Aircraft Corporation

161,653 171,019

98,572
95

2009

Revenue,
mln RUB

220,065

CAGR of deliveries 16%

102
74

94

111
Aircraft
deliveries,
units

2010

2011

2012

2013

2008

2009

2010

2011

2012

2013

2013/2012
growth

53

95

74

102

94

111

18.1%

87,465

98,572

140,682

161,653

171,019

220,065

28.7%

28,229

22,090

36,439

50,317

35,887

44,401

23.7%

32.3%

22.4%

25.9%

31.1%

21.0%

20.2%

-

(1,217)

(10,252)

(1,637)

14,987

4,483

18,178

305.5%

-1.4%

-10.4%

-1.2%

9.3%

2.6%

8.3%

-

(8,501)

(14,986)

(11,845)

3

602

2,826

369.4%

-9.7%

-15.2%

-8.4%

0.0%

0.4%

1.3%

-

(8,501)

(19,811)

(12,194)

(360)

217

2,093

864.5%

-9.7%

-20.1%

-8.7%

-0.2%

0.1%

1.0%

-20.1%

(20,645)

(27,719)

(20,166)

(13,346)

(5,650)

(12,410)

119.6%

-23.6%

-28.1%

-14.3%

-8.3%

-3.3%

-5.6%

-
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from State Defense Procurement related
services has to do with new contracts for
construction of Su-30, Yak-130, MiG-29,
and Il-76MD-90A.

In 2013 revenue earned on aircraft
construction contracts was the main
component of UAC’s consolidated revenue
and contributed 57%. Aircraft construction
revenue demonstrated growth by 41%
compared to 2012. Furthermore 51%
higher revenue earned on modernisation
and overhaul services also contributed to
the overall revenue growth.
Revenue from State Defense Procurement
related services represented RUB 83,135
mln or 38% of the consolidated revenue
in the reporting period in 2013, which is
double that in 2012. The growth of revenue

Factor Analysis of Revenue Dynamics in 2012–2013, mln RUB

36,859

2,149

1,132

9,994

220,065
(1,088)

171,019

Revenue,
2012

Revenue earned
on aircraft
construction
contracts

Revenue
on sales
of aircraft
components
and related
products

Revenue earned
on research and
development
services

Revenue
earned on
modernisation
and overhaul
services

Other

67
Content

Revenue, 2013

www.uacrussia.ru/en

Source: UAC
consolidated
financial
statements (IFRS).

About
the Corporation

15 18

Statement
by Senior Management

23 26

Strategy

53

Summary
of Results

OPEX Evolution
In 2013 revenue growth (28.7%) was much
ahead of OPEX growth (21%). The key
drivers of OPEX reduction per unit of revenue
were more contracts in the internal
market and a corresponding reduction

of distribution expenses, a moderate growth
of administrative expenses, a 21% cut
in other OPEX due to decrease of writeoffs and change in impairment provision
of inventory by 42%.

OPEX structure in 2012*

OPEX structure 2013*

74.8%

80.4%

Cost of sales
RUB 135,132 mln

Cost of sales
RUB 175,664 mln

0.1%

0.2%

R&D costs
RUB 124 mln

R&D costs
RUB 370 mln

8.8%

5.5%

12.9%

11.7%

3.4%

2.2%

Distribution
expenses
RUB 15,923 mln

Distribution
expenses
RUB 11,997 mln

Administrative
expenses
RUB 23,319 ml

Administrative
expenses
RUB 25,511 mln

Other OPEX
RUB 6,158 mln

Other OPEX
RUB 4,890 mln

Revenue and OPEX Dynamics*, mln RUB
220,065
Revenue
growth by 29%

171,019
218,432
180,656

OPEX
growth by 21%

*    Grants related to income and other operating income
2012

2013

Joint Stock Company United Aircraft Corporation

    are excluded from calculation
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Financial Result and Operating Profitability
2013 was a year of stable growth
of operating efficiency: EBITDA grew more
than fourfold up to RUB 18 bln, operating
profit increased by 4.7 times to almost
RUB 3 bln, and EBIT increased almost
tenfold up to RUB 2 bln.
Thus, based on the results of 2013
the Corporation achieved the EBITDA
margin (8.3%), exceeding the similar
indicators of a number of major
international aircraft manufacturing
companies (Airbus Group and Bombardier).
In 2013 the Corporation yet again
succeeded in reaching operating profit,
while maintaining the trend to increase
the operating margin.

Indicator, mln RUB
EBITDA
Gain on disposal of JSC Finance Leasing Company
Depreciation of property, plant & equipment
Amortisation of intangible assets
EBIT
Net financial costs, including:
Foreign exchange gain (loss)
Interest expenses
Income tax benefit /(expense)
Profit /(loss) for the year

The 2013 financial result compared with
that in the previous reporting period is
a consequence of the following objective
factors:

• One-off non-operating transactions that
greatly improved 2012 financial result
(gain on disposal of JSC Finance Leasing
Company);
• 33% higher D&A expenses due to a wide
range of investment programmes aiming
at upgrade and retrofitting;
• Currency rate fluctuations;
• Growing interest expenses due to a larger
debt as the Corporation finances its
operating activities to expand production,
and implementation of an ambitious
investment programme.

2012

2013

2013/ 2012

4,483

18,178

305.5%

7,849

-100.0%

(10,402)

(12,646)

21.6%

(1,713)

(3,439)

100.8%

217

2,093

864.5%

(7,287)

(14,925)

104.8%

3,382

(2,986)

-188.3%

(14,762)

(17,013)

15.2%

1,420

422

-70.3%

(5,650)

(12,410)

119.6%

Source: Figures represented in accordance with
UAC consolidated financial statements (IFRS).
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EBITDA Margin

Return on Investment Capital (ROIC)

9.3

–1.4

2.6

–1.2

8.3

EBITDA
margin, %

–6.2

1.2

0.9

–1.3

ROIC (return
on investment
capital), %

–7.3

–9.5

–10.4
2,022 3,248

18,178

14,987

2008

4,483
2008

2009

2010

2011

2012

2009

2010

EBITDA,
mln RUB

2011

2012

2013

NOPLAT,
mln RUB

(2,699)

2013

(7,224)
(1,217)

(1,637)

(12,841) (11,949)

(10,252)

EBIT Margin

Net Margin

–0.2

–3.3

1.0

–8.7

–9.7

–14.3
–23.6

217 2,093

2009

2010

2011

2012

2013

(360)

–5.6

–8.3
EBIT
margin, %

–20.1
2008

0.1

Net margin, %

–28.1

2008

2009

2010

2011

EBIT,
mln RUB

2012

(5,650)

(8,501)
(12,194)

(13,346)

(19,811)

2013

(20,645)

(12,410)

(20,166)

(27,719)

Source: UAC consolidated financial statements (IFRS).
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Cash Flow
Key cash flow ratios remain generally
unchanged in 2013, with net outflow
from operating and investing activities
of RUB 13 bln and RUB 28 bln respectively.
In order to finance the operating and
investing activities the Corporation is
performing active borrowing policy
and fundraising of state aid – thus at
the year end the net cash flow from
financing activities was about RUB 46 bln.
The cash flow results are similar to those
of the last reporting year and are explained
by the following:

Net Cash Clow from Operating
Activities, mln RUB

• An ambitious investment programme
retained and financed with support from
the government primarily, but also with
the Corporation’s own / borrowed funds;
• Production expansion and the resulting
need to finance operating activities.

Net Cash Flow from Investing
Activities, mln RUB

Net Cash Flow from Financing
Activities, mln RUB

39,285 44,538

2008

(17,462)

2009

2010

2011

(2,477)

2012

2013

(12,362) (12,550)

(21,841)

2008

(18,436)

(41,558)

2009

2010

2011

(11,186) (12,418) (15,133)

2012

2013

2008

2009

(27,556) (28,014)

Source: UAC consolidated financial statements (IFRS).
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26,404
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2011

2012

2013
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Debt Burden Indicators
UAC actively explores debt capital market
possibilities for financing its investment
programme, expanding business operations
and improving liquidity and financial stability
ratios.

The reporting year saw positive changes in
the debt burden structure too: the portion
of long-term credits and loans in the total
debt capital grew from 57% in 2012 to 61%
in 2013.

The Corporation utilises different debt
financing tools that include bank and other
loans, bond issues, and other instruments.
In 2013 UAC’s total debt burden grew as
the Corporation procured bank loans to
finance production expansion, implement
the ambitious investment programme,
and launch promising innovative products,
including the civil MS-21 and SSJ 100
aircraft.

In 2013 UAC paid the fourth and fifth
coupons of the bond issue (ISIN:
RU000A0JRA65) undertaken as part
of the restructuring of UAC’s debt. In this
connection, UAC got a government grant
of RUB 1,846 mln to recover expenses
related to payment of the fifth coupon.
The grant was a part of the optimised
financing scheme.

Yet, with the EBITDA margin increasing,
the Net Debt/EBITDA dropped from 36.3 in
2012 to 11.1 in 2013, while the Net Debt/
Revenue ratio fell from 0.95 in 2012 to 0.92
in 2013.

Debt Burden Ratios

Consolidated Debt Structure, mln RUB

102,802

36.3
11.1

9.9

Net debt/
EBITDA, %

2009

2010

115,278 122,191
Net debt,
mln RUB

2011

2012

2013

67,761 67,039 75,723

2008

Source: UAC consolidated financial statements (IFRS).

Joint Stock Company United Aircraft Corporation

Short-term debt

157,978

51,695

148,983 162,746

2008

93,008

95,992 78,948

201,682
91,992 102,909 106,887

79,707
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UAC’s Non-consolidated Results According
to Russian Accounting Standards (RAS)

5.8

The UAC’s standalone indicators showed
positive dynamics in 2013: revenue
increased to RUB 12 bln, Net profit was
RUB 702 mln; net profit margin reached
5.8% in 2013 versus minus 0.58% in 2012.
The main driver behind the positive financial
result was a change in the method used to
subsidise coupon payments with respect
to the bond issued as part of UAC’s debt
restructuring efforts. Rate differences also
had a positive effect on the ratio.

%

net margin
of Corporation’s
parent company
in 2013

Summary of UAC’s Standalone P&L Statement for 2013 (RAS)

thousand RUB
Revenue
Gross profit
Profit (loss) from operations

2013

2012

12,110,524

11,993,614

633,621

715,054

(892,290)

(316,770)

Profit (loss) before income tax

585,803

(63,511)

Profit (loss) for the year

702,135

(69,590)

5.80%

-0.58%

Net margin
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Source: UAC
non-consolidated
accounting statements
according to RAS.

PAK FA

First
delivery

Current
phase

450

AIRCRAFT

FLIGHTS

produced for
official testing

Heavy multirole
5th generation fighter

Maiden
flight

5

were made by PAK
FA prototypes
under the official
flight test program
by the end of 2013

2009
2016

Scheduled completion
of the first stage of official
testing: 2015

Planning phase
(development
and testing)

CORPORATE
GOVERNANCE

IN

2011

the aircraft
‘premiere’
took place at
the airshow
in Zhukovsky
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Corporate
Governance
Principles
JSC UAC has an efficient corporate
governance system in place to comply
with Russian law and best Russian and
foreign corporate practices. The corporate
governance system covers UAC,
its affiliates and subsidiaries (A&S),
shareholders, members of management

bodies and employees. UAC’s corporate
governance system is based on
the following principles:
Promoting
mutual trust and
respect among
all those involved in
corporate governance
Providing real opportunities for
the shareholders to exercise their
rights related to their interest in
UAC / holding of UAC shares

Equal treatment for all UAC
shareholders, minority and foreign
investors included

Assisting UAC affiliates and
subsidiaries in their efforts to bring
their operations in conformity with
the principles of corporate conduct

Securing real protection of the rights
and interests of UAC shareholders

Shaping an optimal
structure of the Corporation’s
corporate governance system;
implementation of modern
methods and techniques of
corporate governance

Improving corporate
conduct standards
in UAC

Effective control over
the financial and economic
operations and most significant
transactions undertaken by UAC
Maintaining the Corporation’s
social accountability, including
the adherence to legal and ethical
norms that apply to the operations
of UAC as a participant in public
and legal activities

Joint Stock Company United Aircraft Corporation

76
Content

Strict
compliance
of UAC’s
operations with
conventional standards
of business ethics

73

Corporate
Governance

98

103 106

Share Capital and
Information Disclosure

Sustainable Development

115 118

Supplements

Structure of Corporate
Governance and Management
Bodies
The General Meeting of Shareholders is UAC’s
supreme governance body. The Corporation’s Board
of Directors is the management body in charge
of overall management of UAC’s operations with
the exception of matters attributed to the competence
of the General Meeting of Shareholders pursuant to
the Federal Law “On Joint Stock Companies” and
the Corporation’s Charter. The Board of Directors

runs Committees for strategy, audit, nominations and
remunerations, and budget. The Management Board
is the collective executive body of UAC. The President
exercises the functions of the sole executive body
of the Corporation. The General Meeting of Shareholders
elects an Audit Committee to control UAC’s financial and
economic operations.

UAC’s System of Corporate Governance

Corporate Centre
Financial
reports

Independent auditor

Approval

Election

General Meeting
of Shareholders

Recommendations to
resolve on key matters

Report

Election

Audit Commission

Recommendations / Report

Report
Report

Corporate
Secretary

Election
Assignments

Board of Directors

Strategy Committee

Director for Corporate
Management

Board of Directors’
Assignments
Fulfilment Report

Corporate Management
Department
Appointment
Assignments

Election
Assignments

Management Board
President

Reports
Results

Nominations
and Remuneration
Budget Committee

Report
Recommendations

Appointment on the basis
of assignment submitted
by Audit Committee
Assigments

Affiliates and
subsidiaries

Management
bodies of affiliates
and subsidiaries
(A&S)

Audit Committee

Internal Audit Department

Appointment
Board voting directives
Corporate Projects
Assignments
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General Meeting of Shareholders
The General Meeting of Shareholders is UAC’s supreme
management body.

The General Meeting of Shareholders is held annually to
resolve on such matters as election of the Corporation’s
Board of Directors and Audit Commission, approval
of the UAC auditor, annual report and financial
statements, as well as on UAC’s distribution of profit and
loss for the past financial year and other matters. Apart
from the General Meeting of Shareholders, UAC can
convoke extraordinary general meetings of shareholders.

In 2013 UAC held two general meetings of shareholders,
the annual one on June 28, 2013 and an extraordinary
one on March 18, 2013. Convocation of the extraordinary
general meeting was necessitated by a resolution on
making amendments to UAC’s Charter and reducing
the Corporation’s share capital by reducing the shares’
nominal value.

Board of Directors
The UAC Board of Directors is responsible for overall management
of UAC’s operations with the exception of matters attributed
to the competence of the General Meeting of Shareholders.

Board members are elected by a General Meeting
of Shareholders by cumulative voting for a period to
end with the next General Meeting of Shareholders.
The Board of Directors is elected based on the principle
of having representatives of the shareholders and
independent directors on the Board.

Joint Stock Company United Aircraft Corporation

78
Content

UAC’s regulations on the Board of Directors (Version 2)
are approved by a resolution of an Extraordinary
General Meeting of UAC shareholders (Minutes No. 14
of October 21, 2010). The Corporation’s General
Meeting of Shareholders held on November 30, 2012
(Minutes No. 17 dated December 4, 2012) resolved
to introduce Amendment No. 1 to the Regulations on
the Board of Directors of UAC.
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Composition of the Board of Directors in 2013
In between January 1, 2013, and the annual General
Meeting of Shareholders to be held to sum up results
of the financial year 2012 (June 28, 2013) the UAC
Board of Directors was composed of the following
members elected at the General Meeting
of Shareholders held on June 29, 2012:

>> Lyamtsev, Evgeny Vladimirovich – Advisor
to the Chairman of the Board of Development –
Capital Bank Joint Stock Company.
>> Okulov, Valery Mikhaylovich – Deputy Minister
of Transport of the Russian Federation.

>> Alyeshin, Boris Sergeyevich – General Director
of the Federal State Unitary Enterprise Zhukovsky
Central Aerohydrodynamics Institute;

>> Pogosyan, Mikhail Aslanovich – President, Chairman
of the Management Board of Joint Stock Company
United Aircraft Corporation.

>> Borisov, Yury Ivanovich – Deputy Minister of Defense
of the Russian Federation.

>> Putilin, Vladislav Nikolayevich – Chairman
of the Board of Directors of Joint Stock Company
RUSNANO.

>> Demchenko, Oleg Fyodorovich – Senior VicePresident of UAC, President of JSC Irkut Corporation.
>> Dmitriev, Vladimir Alexandrovich – Chairman
of the State Corporation Bank for Development and
Foreign Economic Affairs (Vnesheconombank).
>> Eliseev, Ilya Vladimirovich – Deputy Chairman
of the Board of Joint Stock Company Gazprombank.
>> Zelin, Alexander Nikolayevich – Deputy Minister
of Defense of the Russian Federation.

>> Reus, Andrey Georgiyevich – General Director
of Joint Stock Company United Industrial Corporation
Oboronprom.
>> Solovyov, Yury Alekseyevich – First Vice-President
of the Management Board of Joint Stock Company
VTB Bank
>> Chemezov, Sergey Viktorovich – General Director
of Rostec Corporation.

>> Klepach, Andrey Nikolayevich – Deputy Minister for
Economic Development of the Russian Federation.
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On June 28, 2013, the Board of Directors of UAC
was elected to include:

Dmitriev,
Vladimir
Alexandrovich

Alyeshin,
Boris
Sergeyevich

Borisov,
Yury
Ivanovich

Ivanov,
Andrey
Yuryevich

Chairman
of the Board of Directors.
Born in Moscow
on August 25, 1953.

Born in Moscow
on March 3, 1955.

Education:
Moscow Financial Institute
(1975).

Education:
Moscow Institute of Physics
and Technology (1978).

Doctor of Economics,
Associate Member
of the Russian Academy
of Natural Sciences.

D. Sc. in Engineering.
Associate member
of the Academy of Sciences
of the Russian Federation.

Positions held in the last five
years at the principal place
of employment:
2007 – present time:
Chairman of the State
Corporation Bank for
Development and
Foreign Economic Affairs
(Vnesheconombank)

Positions held in the last five
years at the principal place
of employment:
2008 – 2009: Joint Stock
Company AVTOVAZ, President
2009 – 2009: Rostec
Corporation, Advisor to
General Director
2009 – present time:
Federal State Unitary
Enterprise Zhukovsky Central
Aerohydrodynamics Institute,
General Director
1998 – present time: MAI State
Technology University, Chair
305 Automated Orientation
and Navigation Systems,
Head of Chair, Professor

Joint Stock Company United Aircraft Corporation
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Born in Vyshniy
Volochek, Kalinin region
on December 31, 1956.

Born in Dudinka,
Krasnoyarsk Territory
on November 23, 1975.

Education:
Kalinin Suvorov Military
Academy (1974); Pushkin
Higher Radioelectronic Air
Defense Academy (1978);
Moscow M.V. Lomonosov
State University (1985).

Education:
Krasnoyarsk State University
(1997).

D. Sc. in Engineering.
Positions held in the last five
years at the principal place
of employment:
2008 – 2011: Ministry
of Industry and Trade
of the Russian Federation,
Deputy Minister
2011 – 2012: Executive
Office of the Government
of the Russian Federation,
Deputy Chairman
of the Military Industrial
Commission at the Russian
Federation Government
2012 – present time: Ministry
of Defense of the Russian
Federation, Deputy Minister

Positions held in the last five
years at the principal place
of employment:
2008 – present time: Ministry
of Finance of the Russian
Federation, Deputy Director,
Director of Department for
Innovation Budget Policy,
Civil Industry, Energy,
Communication and PrivatePublic Partnership,Deputy
Minister
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Pogosyan,
Mikhail
Aslanovich

Born in Moscow
on March 4, 1959.

Born in Kirov
on April 22, 1952.

Born in Voronezh
on December 26, 1975.

Born in Moscow
on April 18, 1956.

Education:
Moscow M.V. Lomonosov
State University (1981).

Education:
Civil Aviation Academy,
Leningrad (1975).

Education:
Moscow Ordzhonikidze
Aviation Institute (1979).

Candidate of Economics.

Positions held in the last five
years at the principal place
of employment:
1997 – 2009: Joint Stock
Company Aeroflot-Russian
Airlines, General Director

Education:
Voronezh State University
(1998); Moscow Higher
School of Social and
Economic Sciences (1999).

Positions held in the last five
years at the principal place
of employment:
2008 – present time: Ministry
for Economic Development
of the Russian Federation,
Deputy Minister

2009 – present time:
Ministry of Transport
of the Russian Federation,
Deputy Minister

Positions held in the last five
years at the principal place
of employment:
2007 – 2008: Moscow State
Institute for International
Relations (University)
of the Russian Ministry for
Foreign Affairs of Russia,
Director of MSIIR Innovation
Programme, Head of MSIIR
Department for Information
Policy
2008 – 2011: iCamp,
iCampRussia, MobileCamp,
and EduCamp Programmes
Director.

Doctor Sc. in Engineering,
Academic of the Russian
Academy of Sciences.
Positions held in the last five
years at the principal place
of employment:
2009 – 2011: JSC RSK MiG,
General Director – Chief
Designer
2007 – 2011: JSC UAC,
First Vice-President for
Military Aircraft Programmes
Coordination
2011 – present time:
JSC UAC, President,
Chairman of the Management
Board

2011 – present time:
Autonomous Non-Profit
Organisation Agency
of Strategic Initiatives for New
Projects Promotion,
Director of the Young
Professionals Line
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Slyusar,
Yury
Borisovich

Born in the Rostov-on-Don
on July 20, 1974.
Education:
Moscow Lomonosov State
University (1996).
Candidate of Economic
Sciences.
Positions held in the last five
years at the principal place
of employment:
2003 – 2008: Joint Stock
Company ROSTVERTOL,
Commercial Director;
Joint Stock Company OPK
OBORONPROM, Head
of the Helicopter Programmes
Committee
2009 – present time:
Ministry of Industry and
Trade of the Russian
Federation of the Russian
Federation, Deputy Minister;
Director of Aircraft Industry
Department; Deputy Minister
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Kharchenko,
Ivan
Nikolayevich

Born in Kirpilskaya cossack
village, Ust-Labinsk
district, Krasnodar Territory
on May 9, 1967.
Education:
Krasnodar Military Academy
for Missile Force Command
Staff and Engineers (1989);
Kuban State University (1999),
Kuban State University
of Agriculture (2011).
Positions held in the last five
years at the principal place
of employment:
2009 – 2009:
Rossotrudnichestvo, Deputy
Head of Department
2009 – 2010: Limited Liability
Company Versiya, Deputy
Editor-in-Chief of the Nasha
Versiya newspaper
2010 – 2012: Administration
of the Krasnodar Territory,
Advisor to the Chief of Staff
(Governor) of the Krasnodar
Territory Administration
2012 – present time: Military
Industrial Commission under
the Russian Federation
Government (MIC), MIC
member, Deputy Chairman
of MIC, First Deputy Chairman
of MIC
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Chemezov,
Sergey
Viktorovich

Born in the village
of Cheremkhovo, Irkutsk
region on August 20, 1952.
Education:
Irkutsk Institute of Public
Economy (1975); Higher
Courses at the Academy
of General Staff of the Russian
Army.
Doctor of Economics, a full
member of the Academy
of Military Sciences, Chair
of Military and Technical
Cooperation, Research,
Development and Training
Centre for Defense Issues,
Academy of Military Sciences.
Positions held in the last five
years at the principal place
of employment:
2007 – present time: Rostec
Corporation, General Director
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UAC has information that no transactions
of acquisition or alienation of any UAC
shares by the Board members took place in
the reporting year.

In the reporting year, E.V. Lyamtsev held
ordinary registered shares of UAC, his
interest in the share capital and his share
of UAC’s ordinary shares being 0.4686%
respectively.

UAC Members of the Board of Directors
(from left to right): Borisov Yu.I., Slyusar Yu.B.,
Okulov V.M., Kharchenko I.N., Klepach A.N.,
Dmitriev V.A., Alyeshin B.S., Pogosyan M.A.,
Peskov D.N.
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Information on the Activities of UAC Board of Directors in 2013
13 meetings of the Board of Director were held,
including five as physical meetings, where most
important matters of UAC’s business and development
were considered.
Vladimir Alexandrovich Dmitriev is the current
Chairman of UAC’s Board of Directors. Mr Dmitriev
also serves as the Chairman of the State Corporation
Bank for Development and Foreign Economic Affairs
(Vnesheconombank).
In the reporting period, the Board of Directors of UAC
resolved on matters related to the operations of UAC, its
affiliates and subsidiaries, including as follows:

• Increasing the share capital of UAC by arranging for
open subscription for additional ordinary registered
shares of the Corporation;
• UAC’s position on the increasing of the share capitals
of its affiliates and subsidiaries;

• Consideration of the consolidated state order for supply
of civil and transport domestic aircraft up to 2020 and
arranging for fulfilling the order;
• UAC’s development strategy for up to 2025;
• Approval of UAC’s internal financial and information
policy;
• Approval of the report on UAC’s Innovation Development
Programme and prioritised business lines of UAC in
2012 and UAC’s budget for 2012-2014;
• Progress of UAC’s non-core assets programme
implementation;
• Concept of UAC’s core assets disposal;
• Changes to UAC’s organisational structure;
• Position of UAC with regard to election of members
of the affiliates’ and subsidiaries’ Boards of Directors,
and matters related to reorganisation of the affiliates
and subsidiaries.

Information on the Remuneration Paid
to the Members of the Board of Directors
No remuneration was paid to the members of the Board
of Director in 2013 pursuant to the resolution
of the annual General Meeting of Shareholders.
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Committees of the Board
of Directors
The Board of Directors has Committees for strategy, audit,
nominations and remuneration, and budget.

Strategy Committee
The Strategy Committee provides study of matters
attributed to the competence of the Board of Directors
with regard to strategic management. In particular,
it reviews and promotes the Corporation’s mission,
considers different options of UAC’s and its affiliates
and subsidiaries’ strategic development, develops
target strategic directives to plan business operations,

assesses compliance of the UAC business plan with
the target strategic directives, considers innovation
development matters and examines major investment
projects and programmes, as well as projects for
reforming and diversification of UAC and its affiliates
and subsidiaries.

Audit Committee
The Audit Committee appraises potential auditors
of UAC and proposes nominees for the position
of the Corporation’s external auditor to be approved
by the UAC General Meeting of Shareholders,
reviews findings of UAC’s external auditor and makes
proposals to remedy any shortcomings revealed,
participates in the development and implementation

of the Corporation’s and its affiliates and subsidiaries’
accounting policies, monitors the financial stability
and liquidity of UAC and its affiliates and subsidiaries,
examines UAC’s and its affiliates and subsidiaries
external and internal financial reporting, and initiates
audits of the Corporation’s and its affiliates and
subsidiaries management and reviews UAC’s business.

Nominations and Remuneration Committee
Major powers of the Nominations and Remuneration
Committee include setting criteria to select nominees
to the Boards of Directors of UAC and its affiliates and
subsidiaries, their executive bodies, making proposals
for criteria to assess their activities; making proposals
to develop the Corporation’s remuneration policy;

examination of UAC’s and its affiliates and subsidiaries
HR policy, as well as developing a motivation system
and incentive methods for the Corporation.
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Budget Committee
Competencies of the Budget Committee includes
making recommendations for UAC’s and its affiliates and
subsidiaries key financial and economic indicators and
their target values and evaluating reports on performance
to the indicators, formulating target strategic directives
meant to plan UAC’s and its affiliates and subsidiaries
business, proposing approvals of internal documents

that govern generation and use of UAC’s funds, making
recommendations for dividends of UAC’s shares and
payment of the dividends, and recommendations
and proposals on matters related to changing
the Corporation’s share capital, placement of UAC’s
securities and redemption by the Corporation of any
earlier placed UAC securities.

Activities of the Board of Directors’ Committees in 2013
19 meetings of special Committees of the Board
of Directors were held during 2013, including 9 Audit
Committee meetings, 7 Nominations and Remuneration
Committee meetings and 3 Strategy Committee
meetings.
In the reporting period, the Committees of UAC’s Board
of Directors considered Corporation related matters
that fall within their competence to make sure the Board
of Directors makes justified and effective decisions.
In particular, the following issues were considered at
the committee meetings in 2013:

• Development Strategy of UAC up to 2025 (stage-bystage review of the draft document sections);
• Business Plan (Budget) of UAC for 2013–2015
and top-down financial performance indicators of UAC
Group companies for the period;

Joint Stock Company United Aircraft Corporation
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• Approval of the reviewed results of UAC’s 2013
accounting statements audit;
• Criteria to select nominees to the UAC Board
of Directors;
• Recommendation to the UAC Board of Directors with
regard to sole executive bodies of the affiliates and
subsidiaries;
• Draft Regulations on a Procedure to Pay Remuneration
to Members of the UAC Board of Directors and Audit
Commission.
• On related party transactions.
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Board of Directors Committees Composition
Committees composition between January 1, 2013
and June 28, 2013 (elected at a Board of Directors
meeting on August 28, 2012 (Minutes No. 73)

Committees composition between July 29, 2013
and December 31, 2013 (elected at a Board of Directors
meeting on July 28, 2013 (Minutes No. 87)

Strategy Committee:
Chairman: B. S. Alyeshin
Members: Yu. N. Borisov, A. N. Zelin, A. N. Klepach, V. M. Okulov,
M. A. Pogosyan, A. G. Reus, S. V. Chemezov

Chairman: B. S. Alyeshin
Members: Yu. N. Borisov, A. N. Klepach, M.A. Pogosyan,
Yu. B. Slyusar, S. V. Chemezov

Audit Committee:
Chairman: Yu. A. Solovyov
Members: I. V. Eliseev, E. V. Lyamtsev

Chairman: D. N. Peskov (independent director)
Members: A. Yu. Ivanov, Yu. I. Borisov

Nominations and Remuneration Committee:
Chairman: V. N. Putilin
Members: O. F. Demchenko, A. N. Klepach, S. V. Chemezov

Chairman: Yu. B. Slyusar
Members: V. M. Okulov, D. N. Peskov, I. N. Kharchenko

Budget Committee*:
Chairman: A. Yu. Ivanov
Members: A. N. Klepach, M. A. Pogosyan, Yu. B. Slyusar
*    Budget Committee was first established at the Board of Directors meeting
   

held on July 28, 2013 (Minutes No. 87).
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Participation of Members of the UAC Board
of Directors in Board Meetings and Special Committee
Meetings in 2013

Date of election
to the Board
of Directors

Participation in the Board of Directors and Committees meetings
7 Nominations
and
Remuneration
Committee
meetings in
2013

June 29,
2012

June 28,
2013

Dmitriev, Vladimir
Alexandrovich

+

+

13 of 13

Klepach, Andrey
Nikolayevich

+

+

11 of 13

3 of 3

1 of 1

Okulov, Valery
Mikhaylovich

+

+

9 of 13

-

6 of 6

Pogosyan, Mikhail
Aslanovich

+

+

13 of13

3 of 3

Chemezov, Sergey
Viktorovich

+

+

12 of13

3 of 3

Alyeshin, Boris
Sergeyevich

+

+

13 of 13

3 of 3

Borisov, Yury
Ivanovich

+

+

11 of 13

4 of 4

Ivanov, Andrey
Yuryevich

+

2 of 4

2 of 4

Peskov, Dmitry
Nikolayevich

+

4 of 4

4 of 4

Slyusar, Yury
Borisovich

+

4 of 4

Kharchenko, Ivan
Nikolayevich

+

4 of 4

Eliseev, Ilya
Vladimirovich

+

9 of 9

Reus, Andrey
Georgiyevich

+

9 of 9

Solovyov, Yury
Alekseyevich

+

8 of 9

Demchenko, Oleg
Fedorovich

+

9 of 9

Zelin, Alexander
Nikolayevich

+

8 of 9

Lyamtsev, Evgeny
Vladimirovich

+

9 of 9

Putilin, Vladislav
Nikolayevich

+

9 of 9
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9 Audit
Committee
meetings in
2013

3 Strategy
Committee,
meetings in
2013

13 Board
of Directors
meetings in
2013

No Budget
Committee,
meetings in
2013

-

1 of 1

2 of 3
6 of 6
3 of 3

6 of 6
6 of 6

5 of 5
5 of 5
1 of 1
5 of 5
1 of 1

-
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President and
the Management Board
The President and the Management Board are UAC’s executive
bodies and manage its current activities by arranging for
the decisions of the Board of Directors and General Meeting
of Shareholders to be given effect. The executive bodies are
elected for five years.

The President is the sole executive body of UAC and
also acts as the Chairman of the Management Board.
The Management Board is the Corporation’s collective
executive body.

In 2013 the Corporation’s Management Board and
President exercise current management of UAC in
accordance with their competences specified in UAC’s
Charter.

President of UAC
Pogosyan, Mikhail Aslanovich
President, Chairman of the Management Board of UAC.
The President’s biography can be found in the Board
of Directors section. Interest in UAC’s share capital: 0%.
No ownership of UAC shares in the reporting year.
UAC has information that no transactions of acquisition
or alienation of any UAC shares by the Sole executive
body took place in the reporting year.
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Composition of the Management Board in 2013

Pogosyan,
Mikhail
Aslanovich

Chairman
of the Management Board
Mr Pogosyan’a biography
can be found in the Board
of Directors section.

Demchenko,
Oleg
Fyodorovich

Born in the Presnovka
village, North-Kazakhstan
region of the Kazhakh SSR
on October 13, 1944.
Education:
Kuybyshev S.P. Korolev
Aviation Institute (1968);
The Academy of National
Economy of the Russian
Federation Government
(1987).
Positions held in the last five
years at the principal place
of employment:
2003 – present time:
A. Yakovlev Experimental
Design Bureau,
General Director – Chief
Designer
2005 – 2011: JSC Irkut
Corporation, President,
Chairman of the Management
Board
2006 – 2014: JSC UAC,
Vice-President for the MS-21
Project; Senior Vice-President
for Commercial Aircraft;
Senior Vice-President
2012 – present time: JSC Irkut
Corporation, President,
Chairman of the Management
Board
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Vuchkovich,
Alla
Alexandrovna

Born in Moscow on March 17,
1959.
Education:
Moscow State Institute
of International Relations,
Department for International
Economic Relations (1981);
Post-doctorate Training
Programme of the Moscow
Aviation Institute (National
Research University) (2011).
Candidate of Economic
Sciences.
Positions held in the last five
years at the principal place
of employment:
2007 – 2014: JSC UAC,
Head of HR Department,
Vice-President for HR

Komm,
Leonid
Naftolyevich

Born in Uman,
Cherkass region (Ukraine),
on October 16, 1947.
Education:
Leningrad Polytechnic
Institute (1970).
Positions held in the last five
years at the principal place
of employment:
2007 – present time:
JSC UAC,
Director of the Department
for Programmes and Pilot
Projects Management;
Vice-President for
Programmes and Pilot
Projects Management;
Vice-President for
Programmes and Innovations
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Lyagushkin,
Alexander
Viktorovich

Born in Moscow
on August 8, 1963.
Education:
Moscow Aviation Institute
(1986).
Positions held in the last five
years at the principal place
of employment:
2005 – 2008: Moscow
Representative office
of Dassault Systems Russia
Corp., CTO
2008 – present time:
JSC UAC, Programme
Director; Director of the Civil
Aircraft Directorate
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Mikhaylov,
Vladimir
Sergeyevich

Born in the Kudinovo village.
Noginsk District, Moscow
region on October 6, 1943.
Education:
Kudinov Machine Building
Vocational School (1962);
Yeysk Higher Military
Command Aviation Academy
(1966); Yu.A. Gagarin Air
Force Academy, Military
Academy of the General Staff
of the USSR Army (1975).
Full member (academic)
of the Academy of Natural
Sciences.
Positions held in the last five
years at the principal place
of employment:
2007 – present time:
JSC UAC, Director for
Defense Procurement;
Director of the Military Aircraft
Directorate

Sustainable Development
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Savitskikh,
Nikolay
Vladimirovich

Supplements

Sergeev,
Sergey
Alekseyevich

Born in the Belgorod region
on April 5, 1960.

Born in Moscow
on June 24, 1957.

Education:
Rostov State University
(1989); Southern Federal
University FSEI of HPE (2004).

Education:
Moscow Sergo Ordzhonikidze
Aviation Institute (MAI) (1981).

Positions held in the last five
years at the principal place
of employment:
2007 – 2008: LLC AVIAKOR
Samarskiy Aviazavod,
Executive Director
2009 – 2011: LLC RPI,
CEO
2011 – 2014: JSC UAC,
Director of the Special Aircraft
Directorate
2014 – present time:
JSC Tupolev
General Director,
JSC KAPO,
General Director
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Positions held in the last five
years at the principal place
of employment:
1998 – 2011: JSC Company
Sukhoi, Deputy General
Director for General Issues,
Target Programmes, Military
Aircraft and Pre-Contract
Affairs – CEO of JSC Company
Sukhoi Representative Office
in Beijing
2011 – present time:
JSC UAC, Director
of the Transport Aircraft
Directorate
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Tulyakov,
Alexander
Vladimirovich

Born in Moscow
on September 7, 1971.
Education:
Higher School of Economics
and Entrepreneurship (2001);
Synergy Economics and
Finance Institute (2003).
Positions held in the last five
years at the principal place
of employment:
2006 – 2008: JSC RSK MiG,
Deputy General Director –
Deputy Chief Designer for
Administrative Affairs
2008 – present time:
JSC UAC, Head of Property
Management Department;
Vice-President for
Administrative Issues;
Executive Vice-President
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Chirikov,
Vladimir
Lvovich

Born in Minsk on July 16, 1952.
Education:
Moscow Technology Institute
of the Light Industry (1974).
Candidate of Engineering.
Positions held in the last five
years at the principal place
of employment:
2001 – 2011: JSC Irkut
Corporation,
Head of the Corporate
Development Department;
Vice-President for
Corporate Development and
Governance;
Vice-President for Corporate
Economics;
Senior Vice-President –
Executive Director
2011 – 2014: JSC UAC,
Vice-President for Economics
and Finance
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The UAC Management Board of 10 persons
that served in 2012 was appointed by a reso
lution of the UAC Board of Directors on
December 30, 2011. The term of the Mana
gement Board members’ powers was
identified to expire on January 12, 2017
pursuant to Clause 19.5 of UAC’s Charter.
In the reporting year, members of the UAC
Management Board (with the exception
of N.V. Savitskikh) held no shares of UAC.
In the reporting year, N.V. Savitskikh was
the owner of UAC’s ordinary registered
shares, his interest in the share capital and
his share of UAC’s ordinary shares were
0.0003% respectively.
UAC has information that no transactions
of acquisition or alienation of any UAC shares
by the Management Board members took
place in the reporting year.
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Management Board Activities in 2013
In 2013 President and the Management Board exercised
their powers to efficiently implement UAC’s strategy,
establish processes to give effect to the decisions taken
and control their fulfilment.
In between January and December 2013, 9 meetings
of the UAC Management Board took place, where both
matters of the Corporation’s strategic development and
operating matters requiring urgent decisions by UAC
management bodies were considered.
Pursuant to UAC’s Charter, the Corporation’s executive
bodies prepared materials and recommendations to
UAC’s Board of Directors on key issues considered
by the Board, including the following proposals:

• Implementation of the UAC Technology Modernisation
Programme;
• Measures to implement the Federal Target Programme
“Development of the Russian Military-Industrial
Complex in 2011–2020”;
• Implementation of UAC’s financial strategy for 2013–
2025 (including the target programme to enhance
the capitalisation of UAC);
• Preparation for the annual general meeting
of shareholders of UAC;
• Approval of non-arm’s length transactions.
The UAC Board of Directors exercised its power to
consider various matters related to the operations
of its affiliates and subsidiaries and to produce
recommendations to the UAC Board of Directors for
making necessary decisions.

The President’s and the Management Board’s Fees
In the reporting year, UAC’s President’s fees were paid
based on the labour contract approved by the UAC
Board of Directors.

The criteria used to evaluate performance
of a Management Board member are as follows:

• performance on the Corporation’s planned economic
Member of the Management Board are paid a salary on
the monthly basis.
In 2013 total fees paid to UAC Management Board
members were RUB 2,671,589. No bonuses were paid
to the UAC Management Board members and President
in 2013.
An annual bonus may be paid to a Management Board
member if so decided by the Board of Directors after
the General Meeting of Shareholders approves UAC’s
annual report and annual accounting statements,
including P&L.

indicators;
• performance of the Corporation’s production
programmes;
• high-quality and timely fulfilment of the resolutions
by the Corporation’s Board of Directors.
UAC approved no regulations on the fees payable
to the Corporation’s executive bodies (President and
the Management Board). Annual fees can be paid
based on the work contracts signed with the President
and Management Board members of UAC.
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Monitoring and Audit
UAC has a system of external and internal monitoring
of financial and economic operations. The internal control
system is to protect interests of the shareholders, safety
of the Corporation’s assets, efficiency of business and
completeness and trustworthiness of the financial statements.

UAC has a multi-level monitoring system in place to
provide maximum oversight of the supervised items
and take timely, adequate and effective management
decisions. The monitored areas include shareholders,
the Board of Directors, President, the Management
Board, Audit Commission, Audit Committee under
the Board of Directors, Internal Audit Department,

managers of business units and other employees.
The major monitoring bodies of UAC are the Audit
Commission, the Audit Committee under the Board
of Directors and the Internal Audit Department.
The Corporation cooperates with external auditors who
audit UAC’s statements.

Audit Commission
The Audit Commission is elected by the General
Meeting of Shareholders to exercise control over UAC’s
business. The competence of the Audit Commission
includes audits and analysis of the Corporation’s
financial position, checks of the timeliness and
correctness of the accounting operations related
to emoluments payment, accrual and payment
of dividends, verification of compliance with
the regulations in force when utilising resources, along
with other functions stipulated in the Federal Law “On
Joint Stock Companies”, the Charter and other internal
documents of UAC.
Between January 1, 2013, and the annual General
Meeting of Shareholders to be held to sum up
the results of the financial year 2012 (June 28,
2013) the UAC Audit Commission was composed
of the following members elected at the General
Meeting of Shareholders held on June 29, 2012:

• Vyacheslav Yevgenyevich Ulupov,
• Elena Yuryevna Litvina,
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• Vladimir Mikhaylovich Maksimenko,
• Nadezhda Anatolyevna Markina,
• Vladislav Yevgenyevich Fedotov.
On June 28, 2013, the annual General Meeting
of Shareholders held to sum up the results
of the financial year 2012 resolved to elect the UAC
Audit Commission as follows:
> Anna Leonidovna Voronkova – Deputy Head
of the Financial Department; Deputy Head
of the Internal Control Department, Federal Agency for
State Property Management.
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> Alexander Petrovich Golets – at the time of election,
Deputy Head of the Department for Infrastructure
Sectors and Organisations of the Military Industrial
Complex, Federal Agency for State Property
Management; at present, Head of the Sector for
Dealings with Affiliates and Subsidiaries, Corporate
Governance Department of UAC.
> Vladimir Mikhaylovich Maksimenko – at the time
of election, Head of the Unit for Aircraft Industry,
Shipbuilding and Conventional Arms Organisations,
Department for Infrastructure Sectors and
Organisations of the Military Industrial Complex,
Federal Agency for State Property Management;
at present; Director for Corporate Governance and
Property, JSC Roskartographiya.
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> Zemfira Ramilevna Musina – Deputy Head
of the Strategic Development and Corporate
Governance Unit, Aircraft Industry Department,
Ministry of Industry and Trade of the Russian
Federation.
> Anna Grigoryevna Panina – Chief Expert
of the Strategic Development and Corporate
Governance Unit, Aircraft Industry Department,
Ministry of Industry and Trade of the Russian
Federation.
No fees were paid to the Audit Commission members
in 2013 pursuant to resolutions of the annual general
meeting of shareholders.

Internal Audit Department
Internal Audit Department makes internal audits
of UAC’s business operations and coordinates
external audits. In addition, the Department audits
business operations and resolutions of management
bodies with regard to activities of the affiliates and

subsidiaries. The Department also analyzes systems
of internal control and risk management and produces
recommendations to improve their reliability and
efficiency.

Auditor
The auditor of UAC audits the Corporation’s financial
results. The General Meeting of Shareholders approves
the auditor, while the Board of Directors determines fees
to be paid to the auditor.

ZAO KPMG audited UAC’s and its subsidiaries’
consolidated financial statements for 2013 prepared
in accordance with International Financial Reporting
Standards. HLB Vneshaudit CJSC audited UAC’s
statutory financial statements for 2013 prepared in
accordance with Russian Accounting Standards.
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AIRCRAFT

Yak-130

delivered in 2013

Combat trainer

First
delivery

is the volume
of firm-order
contract with
the Russian
Ministry of Defence
signed in 2011

1996
2009
Serial production

Current
phase

AIRCRAFT

AIRCRAFT
supplied

Maiden
flight
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A TOTAL OF

Efforts are under way
to perform the state
contract to supply
Yak-130 aircraft and
auxiliary equipment
to meet the needs
of the Russian Ministry
of Defence until 2015,
contract to supply Yak130 aircraft for Ministry
of Defence of Belarus,
Ministry of Defence
of Bangladesh.
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Share Capital
Structure
As of December 31, 2013, UAC had 224,536,656,109
outstanding shares with a nominal value of RUB 0.86 each
(including 4,881,866,951 outstanding additional shares
of the open issue).
UAC has placed no privileged shares. The Russian
Federation has no special rights to manage UAC (no
‘golden share’).

Share Capital Structure
as of December 31, 2012

Share Capital Structure
as of December 31, 2013

84.33%

84.67%

Federal Agency for
Federal Property
Management
185,236,115,395
shares

Federal Agency for
Federal Property
Management
190,117,975,858
shares

9.11%

8.91%

6.56%

6.42%

Vnesheconombank
20,000,000,000
shares

Free-float
14,418,673,763
shares

Source: UAC consolidated financial statements (IFRS).

Joint Stock Company United Aircraft Corporation

On the date of establishment, the Corporation’s
share capital was RUB 96,724,000,000 and consisted
of 96,724,000,000 ordinary shares with a nominal value
of RUB 1 each (State Registration No. 1-01-55306-Е).
In 2007–2013, UAC arranged for several additional
issues to raise funding.
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JSC UAC Issues

Issue value,
RUB

Issue, number
of shares

Share capital, RUB

Shares of the RF
Government
and VEB, %

18/10/2007 Original Issue

96,724,000,000.00

96,724,000,000

96,724,000,000.00

RF Government –
90.1266

20/03/2008 Issue (001D)

8,906,331,348.00

8,246,603,100

104,970,603,100.00

RF Government –
90.9022

18/09/2008 Issue (002D)

5,999,999,999.69

5,309,734,513

110,280,337,613.00

RF Government –
91.3403

18/08/2009 Issue (003D)

6,300,000,000.00

6,000,000,000

116,280,337,613.00

RF Government –
91.7871

19/11/2009 Issue (004D)

16,091,271,516.60

15,325,020,492

131,605,358,105.00

RF Government –
89.0442

13/05/2010 Issue (005D)

45,150,000,000.00

43,000,000,000

174,605,358,105.00

RF Government –
80.2879;
VEB – 11.4544

14/12/2010 Issue (006D)

14,027,554,493.00

14,027,554,493

188,632,912,598.00

RF Government –
81.7537;
VEB – 10.6026

28/06/2011 Issue (007D)

13,293,049,800.00

13,293,049,800

201,925,962,398.00

RF Government –
82.9548;
VEB – 9.9046

28/12/2011 Issue (008D)

2,698,013,701.00

2,698,013,701

204,623,976,099.00

RF Government –
83.1796;
VEB – 9.7740

07/08/2012 Issue (009D)

15,030,813,059.00

15,030,813,059

219,654,789,158.00

RF Government –
84.3306;
VEB – 9.1052

188,903,118,675.88

219,654,789.158

188,903,118,675.88

RF Government –
84.3306;
VEB – 9.1052

Issue Report state
registration date

21/05/2013 Conversion issue

As the net asset value of UAC dropped below
the Corporation’s share capital in the 2012 financial
year for the second year in a row, UAC had to meet
Russian legal requirements and reduced its share
capital down to the value of its net assets. UAC’s share
capital was reduced by reducing the nominal value
of the Corporation’s shares from RUB 1 to RUB 0.86.
Conversion of UAC’s shares into same category
of shares with a smaller nominal value took place on
April 30, 2013. As a result of the conversion, UAC’s
share capital decreased to RUB 188,903,118,675.88
(219,654,89,158 ordinary shares with a nominal
value of RUB 0.86). In 2013 UAC gained a RAS nonconsolidated net profit of RUB 702 mln that resulted in
a larger net asset value and a net asset value larger than
the share capital.

On August 29, 2013, UAC had its tenth additional issue
of ordinary shares registered. 33,000,000,000 securities
with a nominal value of RUB 0.86 were offered for open
subscription.
In 2013 4,881,866,951 additional shares were
placed, including 4,881,860,463 shares worth
RUB 4,198,399,998.18 in favour of the Russian
Federation Government. The funds raised were added
to UAC’s share capital with a view to implement
the Federal Target Programme “Military Industrial
Complex Development until 2020”.
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Pursuant to Resolution No. 1111-r of the Russian
Federation Government dated July 1, 2013, there is
a plan to reduce the share of the Russian Federation
Government from 84.67% (as on December 31, 2013)
to 50% plus 1 share before 2024. To prepare
the transaction, a list of measures has been produced
and presented as part of the UAC Privatization Roadmap
approved by the Russian Government. The Roadmap
is to make approaches to Corporation development
and preparation of the privatization transaction more
systematic.

Preparation for privatization is comprehensive, so
that all possible transaction options remain open.
The privatization method will depend on what scenario
the Corporation will choose to implement. The decision
on the final stock sale option will be made after
an analysis of the capital market and an assessment
of potential investor demand are completed.

Current Russian
Government’s Share

Target Share of the Russian Government
(to be achieved before 2024)

84.67%

Source: UAC Privatization Roadmap.
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UAC Shares
on Stock Exchanges
As UAC’s shares were converted on May 8, 2013, CJSC
MICEX Stock Exchange resolved to exclude the shares
of UAC from the list of tradable securities after the
Corporation’s shares with a par value of RUB 1 were
redeemed. On September 17, 2013, the shares of UAC
(Conversion Issue 1-02-55306-E) were re-granted
access to MICEX and included in the Non-Listed
Securities Segment of CJSC MICEX Stock Exchange
under the UNAC ticker.

of UAC in the Innovation and Investment Market sector
(IIM), which is a stock market for attracting investment
into innovative Russian companies.
As of the end of the reporting year, the shares of UAC
were included in the index base of the Moscow Stock
Exchange that includes the Broad Market Index,
the Industrial Index, and the Second-Tier Index.

After the reporting date, on January 30, 2014,
UAC shares were included in Quotation List “B”
of the Moscow Stock Exchange. On April 17, 2014,
CJSC MICEX Stock Exchange put the ordinary shares

Dividend Policy
On February 26, 2013, the Board of Directors
approved UAC’s Dividend Policy. The purposes
of the Corporation’s Dividend Policy are as follows:

The annual General Shareholders Meeting of UAC that
took place on July 28, 2013 resolved not to pay out
dividends due to the loss made by the Corporation in
the reporting year.

• Creating necessary conditions for raising the investment
attractiveness and capitalisation of UAC;
• Creating greater value for shareholders by paying dividends
and raising capitalisation of UAC;
• Balancing the interests of UAC and its shareholders when
distributing UAC’s net profit.
According to the provisions of Russian legislation, net
profit specified in the Corporation’s RAS accounting
statements for the respective reporting period is
the source of dividends.

In 2013 UAC had a RAS standalone net profit
of RUB 702 mln. After the reporting date (on May 22,
2014), the Board of Directors recommended to
the General Meeting of Shareholders to approve
dividends payment for the 2013 year based on
the RUB 0.0007793 per share rate, which is at least 25%
of UAS’s RAS standalone net profit made in 2013.
As of December 31,2013, UAC had no dividend debt
and no debts payable to the federal budget in particular.
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Disclosure
and Investor Relations
UAC discloses information and deals with
public in full compliance with the provisions
of the Russian laws and regulations,
Charter, Corporate Conduct Code and other
Corporation’s internal documents.

UAC discloses information to interested
parties (shareholders, potential investors,
lenders of UAC and professional
participants in the securities market) on
a regular basis to the extent and within
the terms required to make informed
investment and management decisions.
Various channels, including the corporate
web site, news feeds and printed media, are
used to disclosure information.

improving its corporate governance system,
enhancing transparency of operations, and
deepening collaboration with investors and
analysts.
The Corporation’s contacts with
the investment community are governed
by UAC’s Information Policy, Regulations
on Cooperation with UAC Departments
in Information Disclosure, and JSC
UAC’s Regulation on Cooperation with
the Investment Community.

In additional to obligatory information
disclosure, UAC strives to disclose
extra information to ensure maximum
transparency of its operations.

When building up relations with investment
groups, UAC follows the principles
of information consistency, timely and ‘allat-once’ disclosure, fairness, completeness
and trustworthiness of all materials
presented. The Corporation makes all
issued materials available in the Russian
and English languages with due account
of the interests of international investors.

UAC protects information that constitutes
a state secret or the Corporation’s
commercial secret as required by Russian
law and internal regulations. UAC has
Regulations that govern access to insider
information about UAC, rules to keep
the information confidential, and monitor
compliance with government regulations.
Being a public company, UAC has been
implementing a series of programmes
to develop relations with the investment
community. The Corporation aims at

Joint Stock Company United Aircraft Corporation
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To manage expectations of potential
investors, develop and promote UAC’s
investment story, the Corporation regularly
publishes press releases for investors
and analysts in Russian and English.
UAC’s Investor Relations service advises
investment analysts on a regular basis on
UAC related matters and the Corporation’s
position in the sector. In 2013
the Corporation introduced the practice
of making conference calls to investors and
analysts to inform them of its results and
other material events. The Corporation pays
special attention to the investor section
of its corporate website and to expansion
of its presence in social networks. In early
2014, UAC launched an IR account
in Twitter: @UAC_IR. An IR calendar
was also added to the Investor
section of the Corporation’s web site.
The Corporation arranges for investor
meetings at sector and investment forums
and conferences.
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Debut Сonference Сall for
Investors and Analysts with
the Participation of UAC
Management

To develop UAC’s cooperation with the investment
community in 2013 the Corporation launched
the practice of holding conference calls for analysts
and investors. The debut conference call made
at the beginning of September was dedicated to
the consolidated financial results of UAC under IFRS
for the first half of 2013. Vladimir Lvovich Chirikov,
Vice-President for Economics and Finance, and Dmitry
Anatolyevich Eliseev, Director for Corporate Finance,
presented their reports during the conference call.
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A TOTAL OF

16

AIRCRAFT

Аn-148

First
delivery

delivered
in 2013

supplied

Current
phase

2004
2009

SEATS

AIRCRAFT

Short-range
narrow-body aircraft

Maiden
flight

75

In 2013 the Corporation
signed a contract with
the Russian Ministry
of Defence to supply
15 An-148-100E aircraft

Serial
production

SUSTAINABLE DEVELOPMENT

passenger
capacity in one
class configuration
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UAC follows the principle of sustainable
development and strives to take into account
the interests of all the parties involved when
making management decisions. The Corporation
pays much attention to social accountability
matters when building up its HR policy and in all
other aspirations.

HR Policy
HR policy is a part of UAC’s overall strategy
and aims at attracting and retaining qualified
personnel, ensuring professional development,
improving labour efficiency and well-being
of the employees and raising the profile
of the Corporation as an attractive employer.

Building up an integrated personnel training
and retraining system that provides endto-end HR management at all stages
of employment and an efficient key
employee motivation system receives
significant attention.
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Key Lines of UAC’s HR Policy

Strengthening the image of UAC
as an attractive employer among
various personnel categories,
including students of relevant
educational institutions
High-quality selection and
efficient use of HR resources
based on the best Russian and
international HR management
practices

Rejuvenation
of the Corporation’s
companies personnel,
attracting and retaining
employees under 30
years of age

Creating a corporate continuous
training system to raise professional
qualifications of the employees,
raising their management skills,
developing a corporate culture

Creating a database
of sector-related educational
institutions capable of supplying
the Corporation with young
specialists whose qualifications
meet global standards
Raising the quality of
employment and social
security of UAC
employees

Preservation of jobs at enterprises
that are crucial for their locations

Managing
labour
efficiency by
creating a system
of incentives based
on key performance
indicators (KPI)

Creating a system of rotation,
career building and HR reserves
that provides stable professional
growth of the Corporation’s
specialists

Retaining adequate salaries.
Reforming the remuneration
and motivation system
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Regular Personnel Dynamics
Corporation’s Personnel by Federal District
Distribution Dynamics, employees

In 2013 quality of the regular personnel
of the Corporation’s enterprises improved.
Total headcount increased from 92,100
to 93,950 due to production expansion
programmes of the companies, mainly due
to employment of key production workers
and engineers.

97,500 95,900

As of December 31, 2013, the portion
of employees under 40 years of age
was 42.4%. The large portion of young
personnel is a result of active efforts
taken to attract young specialists to
the Corporation’s enterprises and retain
them, including sector-wide and local career
guidance events, training programmes,
internships, support to youth councils, and
strengthening of social guarantees.

6,731

6,908

92,600 92,100
6,665

6,867

93,950

Total
headcount

6,954
Southern
Federal District

15,653

14,925

14,580

14,109

14,073
Far Eastern
Federal District

As of December 31, 2013, 40%
of Corporation’s employees had
a higher education degree. Employees
with a complete secondary education
or secondary vocational education
comprise 53% of the total headcount.
The Corporation notes an inflow
of graduates from higher education
establishments. At the same time,
advanced mechanisation and
automation of production processes
and commissioning of digital equipment
impose extra requirements on workers’
qualifications.

18,774

19,236

18,805

18,208

18,618

Siberian
Federal District

23,804

22,639

20,748

19,665

21,089

Volga
Federal District

32,538

32,192

31,802

33,251

33,216

Central
Federal District

2009
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Qualifications of Corporation’s Personnel, %

14.9

26.8

15.9

23.3

18.2

15.5

27.7

15.3

24.1

17.5

16.4

28.3

13.7

24.5

16.4

17.4

28.5

13.2

24.0

15.0

19.0

29.0

13.0

30–39

40–49

50–59

60+

40

53

7

40

54

6

38

58

4

2013

19.3

2013

23.1

2012

2012

2011

2011

60

6

34

61

5

2010

2010

34

2009

2009

Up to 30

Employees with complete
secondary or secondary
professional education, %

Other,%

Corporation’s Personnel Structure
by Category, %
49

1

34

16

50

1

34

15

2013
2012

51

2

32

15

51

2

32

15

2011
2010

UAC forms personnel reserves of those who
could be nominated to managerial positions.
Assessment of business, professional and
personal qualities of a potential manager is
based on criteria developed in-house that
form a corporate model of competences.
The Corporation regularly evaluates its
personnel reserves in the Top-1, Top-2 and
Top-3 categories to identify the strengths
(competences) of managers and those
competences that are being developed.
In 2013 the evaluation events covered
70 persons.

Employees with higher
education, %

53

2

15

Specialists

Managers

2009

30

Blue-collar
workers

Technicians

Source: UAC management reporting.
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Personnel Training and Development
As far as personnel development is
concerned, in 2013 the Corporation
continued the practice of satisfying current
and future needs of UAC’s enterprises
for highly qualified employees. In 2013
the Corporation financed training of more
than 29 thousand of its employees.

Construction Cluster will offer personnel
training taking due account of key
qualifications. Three kinds of programmes
are envisaged: sector-related master’s
programmes, training modules and
retraining courses, and on-the-job and
pre-diploma trainings. Practical trainings
are to make more than 50% of the planned
training programmes.

The project for Aircraft Construction
Education Cluster in Zhukovsky is
underway to lay the training ground for
the Corporation’s needs. The Aircraft

Cooperation with Universities
The Personnel Training Department
of UAC implements a programme of audits
of primary, secondary and higher education
establishments that offer training in aircraft
construction and related areas that are
key for the Corporation. Cooperation with
relevant higher education establishments is
being prioritised.

Joint projects with sector-related
higher education establishments are
underway with a view to developing
and implementing innovative education
technologies, organising continuous skills
improvement, retraining of specialists
for the aircraft construction sector and
standardising and certifying qualification
requirements. In addition, the Corporation
takes an active part in shaping

Doctors of Science
at Corporation

Candidates of Science
at Corporation

35

2009

32

31

32

2010

2011

2012

276

281

2009

2010

308

335

344

2012

2013

27

2013
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UAC develops
cooperation with higher
education institutions
and organises
on-the-job training
for students at its
enterprises.

the educational policies of the key higher
education institutions. Top managers
and employees of the Corporation serve
as heads of relevant departments in
these institutions, supporting scientific
conferences and events. Special attention
is paid to the mutual work of UAC and
sector-related higher educational
institutions on the development
of professional standards for key aircraft
construction sector competences. This
work is being done in close cooperation with
the Ministry of Labour and Social Security
of the Russian Federation, the Russian
Union of Industrialists and Entrepreneurs,
the National Agency for Qualifications
Development, and the higher education
community, with affiliates and subsidiaries
of UAC being involved.

Furthermore, 2,688 students received
on-the-job training at Corporation facilities
in the framework of cooperation with higher
education institutions in the area of ‘junior
personnel’ training.
Also, the Corporation annually arranges and
offers internship programmes for students
and faculty members of higher education
institutions in the regions where UAC is
present. The Corporation’s enterprises
receive the trainees. In 2013 the internship
programmes were attended by students
and faculty members from UAC’s nine
sector-related higher educational
institutions. The total number of participants
in the project was 54 students and 6 faculty
members.

Target training of employees of UAC’s
enterprises takes place in accordance
with the State Training Plan for Scientists
and Specialists of the Military Industrial
Complex for 2011–2015. The training is
offered by top aircraft construction and
other engineering higher educational
establishments.
The number of the ‘target trainees’ in UAC
enterprises was 641 in 2013. Twentyfour higher education establishments
provided training to as required by 11 UAC
enterprises.
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Remuneration and Motivation System
The average salary offered by
the Corporation’s manufacturing
enterprises and design bureaus grew
by 16% and reached RUB 35,300
in 2013. At the moment average level
of employees compensation at the majority
of the Corporation’s enterprises matches
analogous figure in geographical region.

In 2013 the Corporation continued to
implement a remuneration system based on
key performance indicators (KPI). During
the year, KPIs for the senior management
of UAC were introduced and included
affiliates and subsidiaries.

Social Support for UAC Employees
UAC’s enterprises implement programmes
to provide social support to their employees
based on collective labour agreements
and jointly with governments of municipal
entities. Pursuant to the 2012–2013 Social
Partnership Agreement between UAC, its
affiliates and subsidiaries, and PROFAVIA,
the minimal mandatory package of social
benefits for the employees includes catering
and medical arrangements, as well as
financial assistance. In addition to this,
the Corporation’s enterprises support their
employees in other ways, such as paying
them new child allowances, retirement

16

%

average salary
growth at
the Corporation’s
manufacturing
enterprises and
design bureaus
in 2013

benefits, partial or full compensation for
holidays and sanatorium treatment, extra
vacation days and support of housing
financing on preferential terms to employees
who need to improve their living conditions.
In 2013 PROFAVIA and UAC started
negotiations on a new Corporate Agreement
for 2014–2016.

Labour and Industrial Safety
UAC adheres to all legislative requirements
for labour and industrial safety and strives
to follow best sector practices. In 2013
the Corporation’s enterprises spent over
RUB 1,900 mln on labour safety, including
improvement of working conditions.
Assessment of workplaces is a regular
practice: in late 2013, more than 75% of all
workplaces were assessed.

Evolution of Average
Monthly Salaries, RUB
35,300
30,400
24,900

33,200

27,100

Average monthly
salary, RUB

22,000
25,100
21,200
2009
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Sponsorship
and Charity
In 2013 UAC’s charity and social expenses
reached RUB 853 mln, which is almost 12% more
compared with the previous year (RUB 752 mln).

The Corporation ’s enterprises pursue
an active social policy and regularly take
part in various federal and regional charity
programmes aiming at supporting the Great
Patriotic War veterans, public organisations,
disadvantaged groups, and cultural and
entertainment institutions.
In particular, as part of Irkutsk Aircraft
Plant’s social partnership programme
with the Irkutsk Regional Administration,
a project to build a kindergarten for
220 children was developed in 2013 to be
implemented in 2014. The company also
supports some local district infrastructure
facilities, including Irkut-Zenit Sports
Centre, Crystal Swimming Pool, and Y.A.
Gagarin Palace of Culture.

CJSC Aviastar-SP owns Beryozka
Children’s Health Camp in the Ulyanovsk
region. In 2013 the Camp received more
than 550 children of CJSC Aviastar-SP
employees and those attending sport
centres.
The Blood Donor Day held by JSC Tupolev
on June 23, 2013, and supported by Mercy
Service, a regional public organisation
based in the Central Administrative District
of Moscow, and the Prefect’s Office
of the Moscow Central Administrative
District. Fifty company employees took
part in this voluntary blood donation event,
which was the third free blood donation held
by JSC Tupolev.
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Ecology
UAC’s companies have been taking active measures to reduce
their carbon footprint.

Some of the companies are located near specially
protected nature reserves, which adds to their
obligations to meet environmental norms and
regulations.
In particular, for the Irkutsk Aircraft Plant, a leading
machine building plant, located within the boundaries
of the unique ecosystem of the Baikal region and
the Angara River, ecologic security is an integral part
of business. The enterprise has a system in place
to reduce its negative impact on the environment:
hazardous production facilities are under
reconstruction, modern equipment is installed, green
technologies are introduced. The plant’s Environment
Protection Unit has proper research equipment and
treatment facilities. The volume and composition
of industrial emissions and effluents are controlled on
a continuous basis as are the gas treatment facilities.
The degree of treatment of hazardous emissions from
the plant’s boiler houses is much higher than the one
prescribed due to the electric filters, fuel depletion
systems and exhaust gas cleaning systems installed.
The Anode Painting Workshop has a sorption-plasmacatalyst gas purification installation that cleans
emissions of volatile organic components. As part
of modernisation of its industrial effluents treatment
facilities, the enterprise has been implementing
an integrated technology for cleaning of biochemical
effluents from galvanic production. The project is
to commission ultrafiltration equipment, an ionexchange softening unit, a system for the cleaning
and desalination on the reverse osmosis membranes,
an evaporation unit and ozonisation equipment.
Commission of the new treatment facilities is to prevent
any discharge of hazardous substances. The next
planned overhaul stage envisages closed-circuit water
use technology to prevent any effluents from the Irkutsk
Aircraft Plant in the Baikal area.
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JSC Company Sukhoi Branch KNAAZ named
after Y.A. Gagarin has been declared the winner
in the “Environmentally Friendliest Enterprise
of the Region 2013” Category of the RosPromEco-2013
Russian Industrial and Environment Forum. KNAAZ’s
environmental protection activities won several awards
of the Ecoleader environmental competition held in
the Khabarovsk region since 2007. The Aviation Plant
pays special attention to environmental protection
activities. Experts of the Environmental and Technology
Supervision Department regularly monitor and analyze
the quality of waste effluents and atmosphere emissions
at industrial sites, in sanitary zones and the galvanic
production waste processing area and improve
plant sites, in their relationship to social and urban
areas. This work helped to meet environmental law
requirements, prevent emergency situations in good
time, achieve lower concentrations of heavy metals in
waste waters, comply with the set maximum allowed
effluent standards and deactivate galvanic production
waste or reduce harm from it. The Plant’s Environment
Protection Unit experts actively cooperate with regional
environmental supervision entities, such as the Ministry
of Natural Resources of the Khabarovsk Territory and
the Department of the Federal Service for Supervision
of Natural Resources Usage for the Far Eastern Federal
District.

Dealing with the Aftermath
of the Flood in Komsomolskon-Amur

The flood of 2013 became a serious trial both for people of Komsomolsk-on-Amur
and for the largest plant in the city, the JSC Sukhoi Company Branch KNAAZ
named after Y.A. Gagarin, the only facility in the country for manufacturing and
assembling the up-to-date regional aircraft, the Sukhoi Superjet 100.

Employees of the JSC Sukhoi Company
Branch KNAAZ named after Y.A. Gagarin
not only saved the plant from the floods in
the Far Eastern Federal District but also
successfully fulfilled the 2013 production
plan.
To prevent the flooding of the plant’s
premises about 700 employees
of the plant were sent to construct
a protective dam together with
employees of the Ministry of Defence and
the EMERCOM of Russia. They worked
day-and-night in two 12-hour shifts. In
extreme conditions they managed to
save the plant and to prevent the flooding
of production premises and interruption
in production of military and civil
aircraft. JSC Company Sukhoi promptly
allocated RUB 59 mln for the elimination
of floods and their prevention in future.
Heavy vehicles promptly transferred
from Novosibirsk were of great help.
Urgent (within 24 hours) delivery to

Dzyemgi airfield was organised using
the Ruslan An-124 heavy cargo aircraft.
The Corporation provided 8 KamAZ
vehicles, 14 dump trucks, 2 bulldozer
earthmovers and 1 excavator from
Spassk-Dalny and their drivers. Moreover,
10 powerful engine-driven pumps
were delivered by Ruslan. A more than
3 kilometre long dam was constructed
around the plant. Protective structures
were also built inside some shops.

The flood affected 400 employees
of the plant, and the houses of 99 families
of plant employees were ruined. From
the first days of the flood employees
who lost their houses were moved to
dormitories or apartments and they and
their families were provided with hot meals
and welfare assistance. At the beginning
of 2014 employees affected by the flood
moved to furnished Corporation-owned
apartments purchased by UAC.

By order of the Ministry of Defence
of the Russian Federation 51 employees
of the JSC Company Sukhoi Branch
KNAAZ named after Y.A. Gagarin, were
awarded a medal “For participation in fight
against the natural disaster in the Amur
region”, for their “dedication, initiative,
eagerness and high professionalism
showed during the performance
of measures against the flood in the Far
Eastern Federal District”. 74 employees
of the plant received citations from
the Head of the Khabarovsk territory.
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8

Su-35

12

TARGETS

KM/H

simultaneous attack
in the air-to-air
mode

warfare
store points

Heavy multirole
4++ generation fighter

Maiden
flight

First
delivery

2008
2011

1,400

In 2009 a contract was signed
with the Russian Ministry
of Defence to supply 48 Sukhoi
Su-35S fighter aircraft until 2015.

Serial production
Current
phase

SUPPLEMENTS

maximum flight
speed
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Auditors’ Report
To the Shareholders and the Board of Directors
Joint Stock Company United Aircraft Corporation
We have audited the accompanying consolidated financial statements of Joint
Stock Company United Aircraft Corporation (the “Company”) and its subsidiaries
(the “Group”), which comprise the consolidated statement of financial position as
at 31 December 2013, and the consolidated statements of income, comprehensive
income, changes in equity and cash flows for 2013, and notes, comprising a summary
of significant accounting policies and other explanatory information.

>> Management’s Responsibility for the Сonsolidated
Financial Statements
Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial
Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

>> Auditors’ Responsibility
Our responsibility is to express an opinion on the fair presentation of these
consolidated financial statements based on our audit. We conducted our audit in
accordance with Russian Federal Auditing Standards and International Standards
on Auditing. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the consolidated financial 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 consolidated financial 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 consolidated financial statements.

are indications that the recoverable amount of property, plant and
• There
equipment related to certain Group subsidiaries might be lower than their carrying
amounts stated at RUB 35,194 million as at 31 December 2013 (31 December
2012: RUB 28,079 million). International Financial Reporting Standard IAS 36
“Impairment of Assets” requires that, where such indications exist, management
makes a formal estimate of the recoverable amounts. No such estimate has
been made. The effects of this departure from International Financial Reporting
Standards, on the consolidated financial statements have not been determined.
2012 the Group lost control over its subsidiary Open Joint Stock Company
• InFinance
Leasing Company (or “FLC”) following a court ruling on its bankruptcy.
Because we were not provided with access to the financial information of FLC
relating to the 2011 and 2012 years, we were unable to complete our audit
procedures regarding this subsidiary, whose net profit and related gain on disposal
contributed a total gain of RUB 8,732 million to the financial performance of the
Group in 2012. As a result, we were unable to determine whether adjustments
might have been necessary with respect to the Group’s consolidated financial
performance and cash flows in 2012. Our opinion on the consolidated financial
statements as at and for the year ended 31 December 2012 was modified
accordingly. Our opinion on the current year’s consolidated financial statements is
also modified because of the possible effects of this matter on the comparability of
the current year’s figures and the corresponding figures.

>> Qualified Opinion
In our opinion, except for the effects of the matters described in the first and second
paragraphs of the Basis for Qualified Opinion and except for the possible effects
on the corresponding figures as at and for the year ended 31 December 2012 and
the possible effects on the comparability of the current year’s figures of the matter
described in the third paragraph of the Basis for Qualified Opinion, the consolidated
financial statements present fairly, in all material respects, the financial position of the
Group as at 31 December 2013, and its financial performance and its cash flows for
2013 in accordance with International Financial Reporting Standards.

We believe that the audit evidence we have obtained is sufficient and appropriate
to express a qualified opinion on the fair presentation of these consolidated
financial statements.

>> Basis for Qualified Opinion
Group has accounted for certain Government grants as revenue and the
• The
related costs as cost of sales which is not in compliance with International Financial
Reporting Standard IAS 20 “Accounting for Government grants and Disclosure
of Government Assistance”. Had the grants received been accounted for in
accordance with International Financial Reporting Standards, revenues would
have been reduced by RUB 15,090 million for the year ended 31 December 2013
(31 December 2012: RUB 12,514 million), cost of sales would have been reduced
by RUB 11,344 million for the year ended 31 December 2013 (31 December 2012:
RUB 9,558 million), and government grants related to income in the consolidated
statement of income would have been increased by RUB 3,746 million for the year
ended 31 December 2013 (31 December 2012: RUB 2,956 million).

Belyatski I.O.
Director, (power of attorney dated 3 October 2011 No. 35/11)
ZAO KPMG
28 April 2014
Moscow, Russian Federation

Audited entity: Joint Stock Company United Aircraft Corporation

Registered by the Moscow Inter-Regional Inspectorate No. 46 of the Federal Tax Inspection ,
Registration on 20 November 2006, Registration No. 70 008502151.
Registered in the Unified State Register of Legal Entities/Entered in the Unified State Register of
Legal Entities on 20 November 2006 by the Moscow Inter-Regional Inspectorate No. 46 of the
Federal Tax Inspection , Registration No. 1067759884598, Certificate series 77 No. 008502150.
22, bld.1, Ulansky pereulok, Moscow, Russia, 101000.

Independent auditor: ZAO KPMG, a company incorporated under the Laws of the Russian Federation,
a part of the KPMG Europe LLP group, and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
Registered by the Moscow Registration Chamber on 25 May 1992, Registration No. 011.585.
Entered in the Unified State Register of Legal Entities on 13 August 2002 by the Moscow InterRegional Tax Inspectorate No.39 of the Ministry for Taxes and Duties of the Russian Federation,
Registration No. 1027700125628, Certificate series 77 No. 005721432.
Member of the Non-commercial Partnership Chamber of Auditors of Russia. The Principal
Registration Number of the Entry in the State Register of Auditors and Audit Organisations:
No.10301000804.
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Consolidated Statement of Income
for the year ended 31 December 2013

Mln RUB

Note

2013

2012

220,065

171,019

Cost of sales

(175,664)

(135,132)

Gross profit

44,401

35,887

Revenue

7

Government grants related to income

26

Research and development costs

636

456

(370)

(124)

Distribution expenses

(11,997)

(15,923)

Administrative expenses

(25,511)

(23,319)

Other operating income

10

557

9,783

Other operating expenses

9

(4,890)

(6,158)

2,826

602

Profit from operations
Finance income

11

2,821

6,110

Finance costs

11

(17,746)

(13,397)

Share of loss of equity accounted investees

15

Loss before income tax
Income tax benefit

12

Loss for the year

(733)

(385)

(12,832)

(7,070)

422

1,420

(12,410)

(5,650)

Loss attributable to:
Shareholders of the Company

(8,733)

(819)

Non-controlling interest

(3,677)

(4,831)

Loss for the year
Basic and diluted loss per share (RUB)

23

(12,410)

(5,650)

(0.0398)

(0.0039)

2013

2012

(12,410)

(5,650)

The consolidated financial statements
were authorised for issue on 28 April 2014:

Mikhail Pogosyan

President

Vladimir Chirikov

Vice-president for Economics and Finance

Consolidated Statement of Comprehensive Income
for the year ended 31 December 2013
Mln RUB
Loss for the year
Items that are or may be reclassified to profit or loss:
Foreign currency translation differences
Effective portion of changes in fair value of cash flow hedges, net of tax

1,371

(758)

75

(1,216)

Items that will never be reclassified to profit or loss:
Remeasurement of defined benefit plan liability

(86)

(203)

(11,050)

(7,827)

Shareholders of the Company

(7,199)

(2,836)

Non-controlling interest

(3,851)

(4,991)

(11,050)

(7,827)

Total comprehensive loss for the year
Total comprehensive loss attributable to:

Joint Stock Company United Aircraft Corporation
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Consolidated Statement of Financial Position
as at 31 December 2013

Mln RUB

Note

31 December 2013

31 December 2012

Non-current assets
Property, plant and equipment
Intangible assets

13

121,959

112,056

Investments in associates and joint ventures

14

59,061

51,733

Investments and non-current financial assets

15

722

9,691

Finance lease receivables

16

3,487

3,698

Deferred tax assets
Other non-current assets

3,260

784

17

8,533

6,677

423

61

19

1,056

5,811

198,501

190,511

3,277

Other receivables, non-current
Total non-current assets

Current assets
Investments

16

1,530

Assets classified as held for sale

21

9,028

–

Inventories

18

170,594

155,306

Trade and other receivables

19

106,904

71,454

Finance lease receivables

408

68

Current income tax receivables

428

1,057

59,098

52,453

Cash and cash equivalents

20

Other current assets

518

1,389

Total current assets

348,508

285,004

Total assets

547,009

475,515

188,903

219,655

4,566

4,566

207

207

4,198

–

EQUITY AND LIABILITIES
Equity

22

Share capital
Share premium
Revaluation reserve
Prepaid shares reserve
Treasury shares
Foreign currency translation reserve
Hedging reserve
Accumulated loss
Total equity attributable to shareholders of the Company
Non-controlling interest
Total equity

(410)

(410)

4,445

2,915

–

(75)

(92,370)

(116,139)

109,539

110,719

(3,861)

(1,769)

105,678

108,950

122,191

Non-current liabilities
Loans and borrowings

24

157,978

Deferred tax liabilities

17

4,616

3,266

Employee benefits

27

3,453

3,296

Trade and other payables

25

37,120

5,624

Provisions

28

134

-

203,301

134,377

102,802

93,008

Total non-current liabilities
Current liabilities
Loans and borrowings

24

Income tax payable

21

479

132,197

135,701

Trade and other payables

25

Employee benefits

27

723

423

Provisions

28

2,287

2,577

Total current liabilities

238,030

232,188

Total equity and liabilities

547,009

475,515

The accompanying notes are an integral part of these consolidated financial statements
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Consolidated Statement of Cash Flows
for the year ended 31 December 2013

Mln RUB

2013

2012

(12,832)

(7,070)

OPERATING ACTIVITIES
Loss before income tax
Adjustments for:
Depreciation and amortisation
Foreign exchange differences not related to operating activities
Share of losses in equity accounted investees
Gain on disposal of subsidiary
Change in bad debt provision
Gain on disposal of property, plant and equipment and intangible assets
Interest expense

16,085

12,115

1,173

(3,275)

733

385

–

(7,849)

1,267

1,080

(171)

(431)

17,013

14,762

Government grant related to compensation of interest expense

(2,763)

(1,174)

Interest income

(2,638)

(2,669)

Operating profit before changes in working capital and provisions

17,867

5,874

Change in inventories

(15,288)

(33,540)

Change in trade and other receivables

(28,515)

3,513

Change in trade and other payables

27,992

25,829

Change in lease receivable

(2,816)

(837)

457

558

762

3,849

Change in employee benefits
Change in other current and non-current assets
Change in provisions
Cash flows utilized by operations before income taxes and interest paid
Income taxes (paid)/received

(157)

(572)

302

4,674

159

(3,448)

Interest paid, net of grant received

(13,011)

(13,588)

Cash flows utilized by operating activities

(12,550)

(12,362)

INVESTING ACTIVITIES
Proceeds from disposal of property, plant and equipment
Acquisition of property, plant and equipment
Acquisition of investments

724

1,315

(26,088)

(20,728)

212

–

(7,796)

(9,602)

Contribution to equity of associates

(783)

(1,020)

Change in loans granted and cash deposits

1,747

(485)

Government grant received related to assets

1,251

126

Interest received

2,638

2,669

Acquisition of intangible assets

Dividends received
Cash flows utilized by investing activities

81

169

(28,014)

(27,556)

FINANCING ACTIVITIES
Proceeds from borrowings

164,577

131,314

(126,225)

(100,323)

Paid in capital

4,198

14,441

Contributions to equity of subsidiaries by non-controlling shareholders

3,838

1,850

Repayment of borrowings

Cash of subsidiary acquired under common control

–

37

Acquisition of non-controlling interest

–

(197)

Dividends paid
Cash flows from financing activities

(258)

(160)

46,130

46,962

Net increase in cash and cash equivalents

5,566

7,044

Cash and cash equivalents at beginning of year

52,453

46,002

Effect of exchange rates fluctuations on cash and cash equivalents
Cash and cash equivalents at end of year (note 20)
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Consolidated Statement of Changes in Equity
for the year ended 31 December 2013

Prepaid shares
reserve

Treasury shares

Revaluation reserve

Hedge reserve

Foreign currency
translation reserve

Accumulated losses

Total

Non-controlling interest

Total equity

Balance at 1 January 2012

Share premium

Mln RUB

Share capital

Attributable to equity holder of the Company

201,926

4,566

2,698

(410)

207

881

3,783

(123,150)

90,501

2,452

92,953

Total comprehensive loss for the year
Loss for the year

–

–

–

–

–

–

–

(819)

(819)

(4,831)

(5,650)

Defined benefit plan
actuarial loss, net of tax

–

–

–

–

–

–

–

(193)

(193)

(10)

(203)

Cash flow hedges

–

–

–

–

–

(1,159)

–

–

(1,159)

(57)

(1,216)

Foreign exchange
differences

–

–

–

–

–

203

(868)

–

(665)

(93)

(758)

(956)

(868)

(1,012)

(2,836)

(4,991)

(7,827)

–

–

–

14,441

–

14,441

Total comprehensive
loss for the year

–

–

–

–

–

Transactions with owners recognised directly in equity
Share issues of the
Company:
Satisfied in cash
Satisfied by contributions
of equity interest in
subsidiaries

17,139

–

(2,698)

–

–

590

–

–

–

–

–

–

7,300,

7,890

–

7,890

17,729

–

(2,698)

–

–

–

–

7,300,

22,331

–

22,331

Contributions to equity
of subsidiaries by noncontrolling shareholders

–

–

–

–

–

–

–

1390

1,390

460

1,850

Acquisition of noncontrolling interest

–

–

–

–

–

–

–

(194)

(194)

(3)

(197)

Derecognition of
subsidiary JSC FLC

–

–

–

–

–

–

–

(473)

(473)

473

–

Dividends

–

–

–

–

–

–

–

–

–

(160)

(160)

219,655

4,566

–

(410)

207

(75)

2,915

(116,139)

110,719

(1,769)

108,950

Other transactions with
owners:

Balance
at 31 December 2012

The accompanying notes are an integral part of these consolidated financial statements
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Prepaid shares
reserve

Treasury shares

Revaluation reserve

Hedge reserve

Foreign currency
translation reserve

Accumulated losses

Total

Non-controlling interest

Total equity

Balance at 1 January 2013

Share premium

Mln RUB

Share capital

Attributable to equity holder of the Company

219,655

4,566

–

(410)

207

(75)

2,915

(116,139)

110,719

(1,769)

108,950

Total comprehensive loss for the year
Loss for the year

–

–

–

–

–

–

–

(8,733)

(8,733)

(3,677)

(12,410)

Defined benefit plan
actuarial loss, net of tax

–

–

–

–

–

–

–

(71)

(71)

(15)

(86)

75

–

–

75

–

75

–

1,530

–

1,530

(159)

1,371

75

1,530

(8,804)

(7,199)

(3,851)

(11,050)

Cash flow hedges
Foreign exchange
differences

–

–

–

–

–

Total comprehensive
loss for the year

Transactions with
owners recognised
directly in equity
Share issues of the
Company:
Reduction of share capital
by reducing the par value
of shares

(30,752)

–

–

–

–

–

–

30,752

–

–

–

Prepayment of share issue

–

–

4,198

–

–

–

–

–

4,198

–

4,198

–

–

30,752

4,198

(30,752)

4,198

4,198

Other transactions with
owners:
Contributions to equity
of subsidiaries by noncontrolling shareholders

–

–

–

–

–

–

–

1,110

1,110

2,728

3,838

Reorganization of
subsidiaries

–

–

–

–

–

–

–

711

711

(711)

–

Dividends

–

–

–

–

–

–

–

–

(258)

(258)

188,903

4,566

4,198

(410)

207

–

4,445

109,539

(3,861)

105,678

Balance
at 31 December 2013
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>> 1   Background

•

(a) Organisation and operations
Joint Stock Company United Aircraft Corporation (hereinafter the Company
or UAC) was incorporated on 20 November 2006 following the Decree of the
President of the Russian Federation No.140 dated 20 February 2006.

•

The principal activity of the Company is the manufacturing of military and civil
aircraft under contracts with Russian and foreign governments. The Company and
its subsidiaries (the Group) are also engaged in research and development works
for military and civil aircraft.
The Group comprises a number of entities, including leading aircraft plants and
design bureaus located in the Russian Federation. The main components of the
UAC’s business are as follows:
Civil aircraft development and construction;
Military aircraft development and construction;
Aircraft sales financing and other activities.

•
•
•

In accordance with Russian legislation the supply of military equipment to foreign
governments is the competence of the Russian government or entities holding
appropriate licence and, therefore, certain contracts with foreign governments
are concluded through the Russian state organization OJSC Rosoboronexport
(Rosoboronexport).
The Company’s office is located at Bld. 1, 22 Ulansky pereulok, Moscow, 101000,
Russia.

Shareholders

2013

2012

84%

84%

Vneshekonombank (VEB)

9%

9%

Private shareholders

7%

7%

The Group is ultimately controlled by the government of Russian Federation.
Since November 2009 the Company’s shares are traded on the Russian stock
exchanges MICEX with UNAC tickers.
(b)

State Secrets

The Group’s operations are primarily located in the Russian Federation.
Consequently, the Group is exposed to the economic and financial markets of
the Russian Federation which display characteristics of an emerging market. The
legal, tax and regulatory frameworks continue development, but are subject to
varying interpretations and frequent changes which together with other legal and
fiscal impediments contribute to the challenges faced by entities operating in the
Russian Federation. The consolidated financial statements reflect management’s
assessment of the impact of the Russian business environment on the operations and
the financial position of the Group. The future business environment may differ from
management’s assessment.
(c)

Russian business environment

The Group’s operations are primarily located in the Russian Federation.
Consequently, the Group is exposed to the economic and financial markets of
the Russian Federation which display characteristics of an emerging market. The
legal, tax and regulatory frameworks continue development, but are subject to
varying interpretations and frequent changes which together with other legal and
fiscal impediments contribute to the challenges faced by entities operating in the
Russian Federation. The consolidated financial statements reflect management’s
assessment of the impact of the Russian business environment on the operations
and the financial position of the Group. The future business environment may differ
from management’s assessment.

>> 2   Basis of preparation
(a) Statement of compliance
These consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRSs) and related interpretations
adopted by the International Accounting Standards Board (IASB).
(b)

Basis of measurement

The consolidated financial statements are prepared on the historical cost basis
except:
derivative financial instruments, investments at fair value through profit or loss and
financial investments classified as available-for-sale are stated at fair value; and
defined benefit plan liability is recognised as the net total of the plan assets less the
present value of the defined benefit obligation.

•
•

(c)

Functional and presentation currency

The national currency of the Russian Federation is the Russian Rouble (RUB),
which is the functional currency of the Group entities, except for JSC Irkut
Corporation and CJSC Sukhoi Civil Aircraft, whose functional currency is the
United States Dollar (USD) because it reflects the economic substance of the
underlying events and circumstances of these subsidiaries. RUB is the currency
in which these consolidated financial statements are presented. All financial
information presented in RUB has been rounded to the nearest mln.
Change of CJSC Sukhoi Civil Aircraft functional currency
As part of the process of preparation of the financial statements management constantly
monitors and assesses internal and external information relevant for the decision on
selection of the most appropriate functional currency. In this assessment, management
considers key circumstances and events that have the most impact as well as seeks for
the evidence of any variations or expected changes in those events and circumstances
that may collectively indicate on a strong case for transition to a different functional
currency. As regards to the result of the most recent analysis, the influence of some
factors contributing to the decision evolved over time and became more evident only with
2012–2013 perspective, others were generally assumed to be important in the previous
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As a result of the internal reassessment of the economic effects of transactions,
events and conditions relevant for CJSC Sukhoi Civil Aircraft operations,
management concluded that the nature of the operations and transactions were
changed so that its functional currency also changed from RUB to USD as of 1
January 2013 with prospective effect.
The key impact of the change in the functional currency would be in reduction
of foreign currency exposures to USD, therefore it is generally expected that
fluctuations of Russian Rouble against USD would no longer have a significant
impact on the CJSC Sukhoi Civil Aircraft performance.
(d)

Use of estimates and judgements

Management has made a number of estimates and assumptions relating to the
reporting of assets and liabilities and the disclosure of contingent assets and
liabilities to prepare these financial statements in conformity with IFRS. Actual
results could differ from those estimates.

The shareholding structure of the Company as at 31 December 2013 and
31 December 2012 was as follows:

Russian Federation (Federal Agency for State property
management)

reporting periods but only crystallised in 2013 in light of more factual evidence and thus
supported the need for transition. The key factors are described below.
Management thoroughly assessed the impact of the USD on the CJSC Sukhoi Civil
Aircraft cost base and concluded that USD will be the currency with the largest impact
in the foreseeable future – giving regard to an international cooperation status of the
SSJ 100 program.
The pattern of financing of the CJSC Sukhoi Civil Aircraft demonstrated a permanent
drift from targeted government support in the form of government grants towards
direct contributions from shareholders and attracting external debt denominated in
USD.
SSJ 100 program life-cycle phase became solidly operating and the CJSC Sukhoi
Civil Aircraft demonstrated ability to reach target export markets by selling a
substantial number of aircraft where pricing is driven by international market which is
commonly based on USD.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimates are
revised and in any future periods affected.
In particular, information about significant areas of estimation uncertainty and
critical judgements in applying accounting policies are described in the following
notes:
Notes 3(m) and 7 – Revenue;
Note 14 – Impairment of intangible assets;
Notes 3(e)(ii) and 14 – Research and development
Note 17 Deferred tax assets;
Note 28 – Provisions;
Note 31 – Contingencies;
Note 2(c) Functional currency.

•
•
•
•
•
•
•

(e)

Adoption of new and revised standards and interpretations

The Group has adopted the following new standards and amendments to
standards, including any consequential amendments to other standards, with a
date of initial application of 1 January 2013. The nature and effects of the changes
are explained below.
IAS 1 Presentation of Financial Statements (amended) (“IAS 1”)
As a result of amendments to IAS 1, presentation of consolidated statement of
comprehensive income has changed. Due to new requirements all items are
grouped in those that will be reclassified subsequently to the consolidated income
statement when specific conditions are met and those that will not be reclassified
subsequently to the consolidated income statement.
IFRS 13 Fair Value Measurement;
IFRS 13 establishes a single framework for measuring fair value and making
disclosures about fair value measurements when such measurements are required
or permitted by other IFRSs. It unifies the definition of fair value as the price
that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. It replaces
and expands the disclosure requirements about fair value measurements in other
IFRSs, including IFRS 7. As a result, the Group has included additional disclosures
in this regard (see Note 29(g)).
In accordance with the transitional provisions of IFRS 13, the Group has applied
the new fair value measurement guidance prospectively and has not provided
any comparative information for new disclosures. Notwithstanding the above, the
change had no significant impact on the measurements of the Group’s assets and
liabilities.
IFRS 12 Disclosures of Interests in Other Entities;
As a result of IFRS 12, the Group has expanded its disclosures about its interests
in subsidiaries (see notes 22(h) and 33) and equity-accounted investees (see
note 15).
Other standards and interpretations
Adoption of amendments to the following Standards detailed below did not have
significant impact on the accounting policies, financial position or performance of
the Group:
IAS 16 Property, Plant and Equipment (amended);
IAS 19 Employee Benefits (amended);
IAS 27 Separate Financial Statements (amended);
IAS 28 Investments in Associates and Joint ventures (amended);
IAS 32 Financial Instruments: Presentation (amended);
IAS 34 Interim Financial Reporting (amended);
IAS 36 Impairment of Assets (amended);
IFRS 1 First-time adoption of IFRS (amended);
IFRS 7 Financial Instruments: Disclosures (amended);
IFRS 10 Consolidated Financial Statements;
IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine.

•
•
•
•
•
•
•
•
•
•
•

(f) New Standards and Interpretations not yet adopted
A number of new Standards, amendments to Standards and Interpretations are not
yet effective as at 31 December 2013, and have not been applied in preparing these
consolidated financial statements. The Group anticipates the likely impact of these
new Standards and Interpretations will not be significant. The Group plans to adopt
these pronouncements when they become effective.

Supplements

>> 3   Significant accounting policies
The following significant accounting policies have been applied in the preparation
of the consolidated financial statements. These accounting policies have been
consistently applied.
(a) Basis of consolidation
(i) Subsidiaries
Subsidiaries are entities controlled by the Group. The Group controls an entity
when it is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power over the entity.
The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date that control
ceases.
When necessary the accounting policies of subsidiaries have been changed to
align them with the policies adopted by the Group. Losses applicable to the noncontrolling interests in a subsidiary are allocated to the non-controlling interests
even if doing so causes the non-controlling interests to have a deficit balance.
The acquisition of subsidiaries from third parties is accounted for using the
acquisition method of accounting. The identifiable assets, liabilities and
contingent liabilities of a subsidiary are measured at their fair values as at the date
of acquisition.
Acquisitions of non-controlling interests are accounted for as transactions with
equity holders in their capacity as equity holders and therefore no goodwill is
recognised as a result. Non-controlling interest is measured at its proportionate
interest in the identifiable net assets of the acquiree.
(ii) Associates and jointly controlled entities (equity accounted investees)
Associates are those entities in which the Group has significant influence, but not
control, over the financial and operating policies. Significant influence is presumed
to exist when the Group holds between 20% and 50% of the voting power of
another entity. A joint venture is an arrangement in which the Group has joint
control, whereby the Group has rights to the net assets of the arrangement, rather
than rights to its assets and obligations for its liabilities.
Interests in associates and joint ventures are accounted for using the equity
method and are recognised initially at cost. The cost of the investment includes
transaction costs.
The consolidated financial statements include the Group’s share of the profit
or loss and other comprehensive income of equity accounted investees, after
adjustments to align the accounting policies with those of the Group, from the date
that significant influence or joint control commences until the date that significant
influence or joint control ceases.
When the Group’s share of losses exceeds its interest in an equity-accounted
investee, the carrying amount of that interest including any long-term investments,
is reduced to zero, and the recognition of further losses is discontinued, except to
the extent that the Group has an obligation or has made payments on behalf of the
investee.
(iii) Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised gains arising from intragroup transactions, are eliminated in preparing the consolidated financial statements.
Unrealised gains arising from transactions with associates and jointly controlled
enterprises are eliminated to the extent of the Group’s interest in the enterprise.
Unrealised gains resulting from transactions with associates are eliminated against
the investment in the associate. Unrealised losses are eliminated in the same way
as unrealised gains except that they are only eliminated to the extent that there is no
evidence of impairment.

Foreign exchange gains and losses arising from a monetary item receivable from or
payable to a such subsidiary, the settlement of which is neither planned nor likely in the
foreseeable future, are considered to form part of the net investment in the subsidiary
and are recognised directly in equity in the foreign currency translation reserve.
(d)
(i)

Property, plant and equipment
Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated
depreciation and impairment losses.
Cost includes expenditures that are directly attributable to the acquisition of the
asset. The cost of self-constructed assets includes the cost of materials and direct
labour, any other costs directly attributable to bringing the asset to a working
condition for its intended use, and the costs of dismantling and removing the
items and restoring the site on which they are located. Purchased software that
is integral to the functionality of the related equipment is capitalised as part of
that equipment. Furthermore, borrowing costs that are directly attributable to the
acquisition, construction or production of qualifying assets are capitalized as part
of the cost of the asset.
When parts of an item of property, plant and equipment have different useful lives,
they are accounted for as separate items (major components) of property, plant
and equipment.
The gain or loss on disposal of an item of property, plant and equipment is
determined by comparing the proceeds from disposal with the carrying amount of
property, plant and equipment, and is recognised net within other income/other
expenses in profit or loss.
(ii) Subsequent costs
The cost of replacing part of an item of property, plant and equipment is
recognised in the carrying amount of the item if it is probable that the future
economic benefits embodied within the part will flow to the Group and its cost can
be measured reliably. The costs of the day-to-day servicing of property, plant and
equipment are recognised in profit or loss as incurred.
(iii)

Depreciation

Depreciation is determined using the straight-line method based on the estimated
useful lives of the individual assets and is recognised in profit or loss.
Depreciation commences on the date of acquisition or, in respect of internally
constructed assets, from the time an asset is completed and ready for use. Land
is not depreciated. Leased assets are depreciated over the period of useful life
which is determined in line with one applied to similar owned assets. The estimated
useful lives for the current and comparative periods are as follows:
Buildings
20–39 years;
Machinery and equipment
6–28 years.

•
•

Depreciation methods, useful lives and residual values are reviewed at each
financial year end and adjusted if appropriate.
(iv) Leased assets
Leases in terms of which the Group assumes substantially all the risks and rewards
of ownership are classified as finance leases. Upon initial recognition the leased
asset is measured at an amount equal to the lower of its fair value and the present
value of the minimum lease payments. Subsequent to initial recognition, the asset
is accounted for in accordance with the accounting policy applicable to that asset.
Other leases are operating leases and the leased assets are not recognised on the
Group’s statement of financial position.
(e)

Intangible assets

(iv) Acquisitions from entities under common control

(i)

The assets and liabilities acquired in business combinations arising from transfers
of interests in entities that are under the control of the shareholder that controls the
Group are recognised at the carrying amounts recognised previously in the financial
statements of the entities. The components of equity of the acquired entities are
added to the same components within Group equity except that any share capital of
the acquired entities is recognised as part of share premium. Any cash paid for the
acquisition is recognised directly in equity. Comparatives are not restated.

Goodwill that arises on the acquisition of subsidiaries is included in intangible
assets.

(b)

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional
currencies of Group entities at exchange rates at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the reporting
date are retranslated to the functional currency at the exchange rate at that date. The
foreign currency gain or loss on monetary items is the difference between amortised
cost in the functional currency at the beginning of the period, adjusted for effective
interest and payments during the period, and the amortised cost in foreign currency
translated at the exchange rate at the end of the reporting period.
Non-monetary assets and liabilities denominated in foreign currencies that are
measured at fair value are retranslated to the functional currency at the exchange
rate at the date that the fair value was determined. Non-monetary items in a foreign
currency that are measured in terms of historical cost are translated using the
exchange rate at the date of the transaction. Foreign currency differences arising
on retranslation are recognised in profit or loss, except for differences arising on the
retranslation of available-for-sale equity instruments which are recognised in other
comprehensive income.
(c) Operations with the functional currency other than functional currency
of the Parent company
For subsidiaries whose functional currency is different from the functional currency of
the Company, the assets and liabilities of such operations, including goodwill and fair
value adjustments arising on acquisition, are translated into RUB at exchange rates at
the reporting date. The income and expenses of these operations are translated into
RUB at exchange rates at the dates of the transactions.
Foreign currency differences are recognised in other comprehensive income in the
foreign currency translation reserve. When an operation is disposed of, in part or in
full, the relevant amount in the foreign currency translation reserve is transferred to
profit or loss.

Goodwill

The Group measures goodwill at the acquisition date as:
the fair value of the consideration transferred; plus
the recognised amount of any non-controlling interests in the acquiree; plus
if the business combination is achieved in stages, the fair value of the pre-existing
equity interest in the aquiree; plus
the net recognised amount (generally fair value) of the identifiable assets acquired
and liabilities assumed.

•
•
•
•

When the excess is negative (negative goodwill), it is recognised immediately in
profit or loss.
Subsequent measurement
Goodwill is measured at cost less accumulated impairment losses. In respect of
equity accounted investees, the carrying amount of goodwill is included in the
carrying amount of the investment, and any impairment loss is allocated to the
carrying amount of the equity accounted investee as a whole.
(ii)

Research and development

Expenditure on research activities, undertaken with the prospect of gaining new
scientific or technical knowledge and understanding, is recognised in the income
statement as an expense as incurred.
Expenditure on research activities, undertaken with the prospect of gaining new
scientific or technical knowledge and understanding, is recognised in the income
statement as an expense as incurred.
Expenditure on development activities, whereby research findings are applied to
a plan or design for the production of new or substantially improved products and
processes, other than development carried out as part of construction contracts,
is capitalised if the product or process is technically and commercially feasible
and the Group has sufficient resources to complete development. The expenditure
capitalised includes the cost of materials, direct labour, an appropriate proportion
of overheads and borrowing costs that are directly attributable to the development
activity. Other development expenditure is recognised in the income statement as
an expense as incurred.
Capitalised development expenditure is stated at cost less accumulated
amortisation and impairment losses. Amortisation of capitalised development
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costs is charged to the statement of income based on the unit-of-production
method. The carrying amount is reviewed for impairment annually when the asset
is not yet in use and thereafter whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
Management uses judgement in determination whether proceeds related to
externally financed research and development contracts with government related
entities should be accounted as government grants (Note 3(q)). In making this
judgment, management considers a number of factors, including: the significance
of external financing in total estimated costs of the contract, stage of research
and development project at which the government related entity commences
participation, whether all substantial risks and rewards attributable to the result of
research and development activities are transferred to the counterparty.
(iii) Other intangible assets
Other intangible assets are recorded at cost less accumulated amortisation and
impairment losses. Intangible assets that have limited useful lives are amortised
on a straight-line basis over the estimated useful lives of the individual assets,
which are in the range of 3–5 years. Intangible assets with indefinite useful lives
are not amortised but are instead tested for impairment at least annually.
(f) Financial instruments
(i)

Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt
securities, trade and other receivables, cash and cash equivalents, loans and
borrowings, and trade and other payables.
The Group initially recognises loans and receivables and deposits on the date that
they are originated. All other financial assets (including assets designated at fair
value through profit or loss) are recognised initially on the trade date at which the
Group becomes a party to the contractual provisions of the instrument.
The Group derecognises a financial asset when the contractual rights to the cash
flows from the asset expire, or it transfers the rights to receive the contractual
cash flows on the financial asset in a transaction in which substantially all the risks
and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Group is recognised
as a separate asset or liability.
Financial assets and liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Group has a legal right to
offset the amounts and intends either to settle on a net basis or to realise the asset
and settle the liability simultaneously.
The Group classifies non-derivative financial assets into the following categories:
financial assets at fair value through profit or loss, held-to-maturity financial
assets, loans and receivables and available-for-sale financial assets.
Financial assets at fair value through profit or loss
A financial asset is classified at fair value through profit or loss if it is classified as
held for trading or is designated as such upon initial recognition. Financial assets
are designated at fair value through profit or loss if the Group manages such
investments and makes purchase and sale decisions based on their fair value
in accordance with the Group’s documented risk management or investment
strategy. Upon initial recognition related transaction costs are recognised in
profit or loss as incurred. Financial assets at fair value through profit or loss are
measured at fair value, and changes therein are recognised in profit or loss.
Held-to-maturity financial assets
If the Group has the positive intent and ability to hold to maturity debt securities
that are quoted in an active market, then such financial assets are classified as
held-to-maturity financial assets. Held-to-maturity financial assets are recognised
initially at fair value plus any directly attributable transaction costs. Subsequent
to initial recognition held-to-maturity financial assets are measured at amortised
cost using the effective interest method, less any impairment losses. Any sale
or reclassification of a more than insignificant amount of held-to-maturity
investments not close to their maturity would result in the reclassification of all
held-to-maturity investments as available-for-sale, and prevent the Group from
classifying investment securities as held-to-maturity for the current and the
following two financial years.
Loans and receivables
Loans and receivables are a category of financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are recognised
initially at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition loans and receivables are measured at amortised cost using the
effective interest method, less any impairment losses.
Loans and receivables category comprise the following classes of assets: trade
and other receivables as presented in note 19, cash and cash equivalents as
presented in note 20 and loans and deposits as presented in note 16.
Available-for-sale financial assets

date at which the Group becomes a party to the contractual provisions of the
instrument.
The Group derecognises a financial liability when its contractual obligations are
discharged or cancelled or expire.
Financial assets and liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Group has a legal right to
offset the amounts and intends either to settle on a net basis or to realise the asset
and settle the liability simultaneously.
The Group classifies non-derivative financial liabilities as the other financial
liabilities. Such financial liabilities are recognised initially at fair value less any
directly attributable transaction costs. Subsequent to initial recognition, these
financial liabilities are measured at amortised cost using the effective interest
method.
Other financial liabilities comprise loans and borrowings, bank overdrafts, and
trade and other payables.
(iii)

Derivative financial instruments

The Group holds derivative financial instruments to hedge its foreign currency
exposures.
On initial designation of the derivative as a hedging instrument, the Group formally
documents the relationship between the hedging instrument and the hedged
item, including the risk management objectives and strategy in undertaking the
hedge transaction and the hedged risk, together with the methods that will be
used to assess the effectiveness of the hedging relationship. The Group makes an
assessment, both at the inception of the hedge relationship as well as on a ongoing
basis, of whether the hedging instruments are expected to be “highly effective”
in offsetting the changes in the fair value or cash flows of the respective hedged
items during the period for which the hedge is designated, and whether the actual
results of each hedge are within a range of 80-125 percent. For a cash flow hedge
of a forecast transaction, the transaction should be highly probable to occur and
should present an exposure to variations in cash flows that could ultimately affect
reported net income.
Derivatives are recognised initially at fair value; related transaction costs are
recognised in profit or loss as incurred. Subsequent to initial recognition,
derivatives are measured at fair value, and changes therein are accounted for as
described below.
Cash flow hedges
When a derivative is designated as the hedging instrument in a hedge of
the variability in cash flows attributable to a particular risk associated with a
recognised asset or liability or a highly probable forecast transaction that could
affect profit or loss, the effective portion of changes in the fair value of the
derivative is recognised in other comprehensive income and presented in the
hedging reserve in equity. The amount recognised in other comprehensive income
is removed and included in profit or loss in the same period as the hedged cash
flows affect profit or loss under the same line item in the statement of income
as the hedged item. Any ineffective portion of changes in the fair value of the
derivative is recognized immediately in profit or loss.
If the hedging instrument no longer meets the criteria for hedge accounting,
expires or is sold, terminated, exercised, or the designation is revoked, then hedge
accounting is discontinued prospectively. The cumulative gain or loss previously
recognised in other comprehensive income and presented in the hedging
reserve in equity remains there until the forecast transaction affects profit or loss.
When the hedged item is a non-financial asset, the amount recognised in other
comprehensive income is transferred to the carrying amount of the asset when the
asset is recognised. If the forecast transaction is no longer expected to occur, then
the balance in other comprehensive income is recognised immediately in profit
or loss. In other cases the amount recognised in other comprehensive income is
transferred to profit or loss in the same period that the hedged item affects profit
or loss.
(iv) Share capital
Ordinary shares
Ordinary shares are classified as equity. Incremental costs directly attributable
to issue of ordinary shares and share options are recognised as a deduction from
equity, net of any tax effects.
Repurchase, disposal and reissue of share capital (treasury shares)
When share capital recognised as equity is repurchased, the amount of the
consideration paid, which includes directly attributable costs, net of any tax effects, is
recognised as a deduction from equity. Repurchased shares are classified as treasury
shares and are presented in the reserve for own shares. When treasury shares are sold
or reissued subsequently, the amount received is recognised as an increase in equity,
and the resulting surplus or deficit on the transaction is presented in share premium.
(g) Inventories

Available-for-sale financial assets are non-derivative financial assets that are
designated as available-for-sale or are not classified in any of the above categories
of financial assets. Such assets are recognised initially at fair value plus any
directly attributable transaction costs. Subsequent to initial recognition, they
are measured at fair value and changes therein, other than impairment losses
(see note 3(i)(i)) and foreign currency differences on available-for-sale debt
instruments (see note 3(b)), are recognised in other comprehensive income
and presented within equity in the fair value reserve. When an investment is
derecognised or impaired, the cumulative gain or loss in equity is reclassified
to profit or loss. Investments in equity securities that are not quoted on a stock
exchange and where fair value cannot be estimated on a reasonable basis by other
means are stated at cost less impairment losses.

Construction work in progress is stated at cost plus profit recognised to date less
foreseeable losses and less progress billings. Cost includes all expenditure related
directly to specific projects and an allocation of fixed and variable overheads
incurred in the Group’s contract activities based on normal operating capacity.
Other inventories are stated at the lower of cost and net realisable value. Net
realisable value is the estimated selling price in the ordinary course of business,
less the estimated costs of completion and selling expenses.

Cash and cash equivalents

The cost of inventories is based on the average cost principle and includes
expenditure incurred in acquiring the inventories and bringing them to their
existing location and condition. In the case of manufactured inventories and work
in progress, cost includes an appropriate share of overheads based on normal
operating capacity.

Cash and cash equivalents comprise cash balances, call deposits and highly liquid
investments with maturities at initial recognition of three months or less.

(h)

(ii) Non-derivative financial liabilities
The Group initially recognises debt securities issued and subordinated liabilities
on the date that they are originated. All other financial liabilities (including liabilities
designated at fair value through profit or loss) are recognised initially on the trade
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Construction contracts

Construction contracts in progress represent the gross unbilled amount expected
to be collected from customers for contract work performed to date (see note 3
(m)(i)). It is measured at cost incurred plus profit recognised to date less progress
billings and recognised losses. Cost includes all expenditure related directly to
specific projects and an allocation of fixed and variable overheads incurred in the
Group’s contract activities based on normal operating capacity. Construction

Supplements
contracts in progress are presented as part of inventories in the statement
of financial position for all contracts in which costs incurred plus recognised
profits exceed progress billings. If progress billings exceed costs incurred plus
recognised profits, then the difference is presented as trade and other payables as
liability in the statement of financial position.

outflow of economic benefits will be required to settle the obligation. Provisions
are determined by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of money and the risks
specific to the liability. The unwinding of the discount is recognised as finance cost.
(i)

(i)

Impairment

(i)

Non-derivative financial assets

A financial asset is considered to be impaired if objective evidence indicates that one
or more events have had a negative effect on the estimated future cash flows of that
asset. An impairment loss in respect of a financial asset measured at amortised cost
is calculated as the difference between its carrying amount, and the present value
of the estimated future cash flows discounted at the original effective interest rate.
An impairment loss in respect of an available-for-sale financial asset is calculated by
reference to its current fair value.
Individually significant financial assets are tested for impairment on an individual
basis. The remaining financial assets are assessed collectively in groups that share
similar credit risk characteristics.
All impairment losses are recognised in profit or loss. Any cumulative loss in respect
of an available-for-sale financial asset recognised previously in equity is transferred
to profit or loss.
(ii) Non-financial assets
The carrying amounts of the Group’s non-financial assets, other than investment
property, inventories and deferred tax assets, are reviewed at each reporting date
to determine whether there is any indication of impairment. If any such indication
exists then the asset’s recoverable amount is estimated.
An impairment loss is recognised if the carrying amount of an asset or its cashgenerating unit exceeds its recoverable amount. A cash-generating unit is the
smallest identifiable asset group that generates cash flows that largely are
independent from other assets and groups. Impairment losses are recognised in
profit or loss. Impairment losses recognised in respect of cash-generating units
are allocated first to reduce the carrying amount of any goodwill allocated to the
units and then to reduce the carrying amount of the other assets in the unit (group
of units) on a pro rata basis.
The recoverable amount of an asset or cash-generating unit is the greater of
its value in use and its fair value less costs to sell. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset.
Impairment losses recognised in prior periods are assessed at each reporting date
for any indications that the loss has decreased or no longer exists. An impairment
loss is reversed where there is an indication that the impairment loss may no
longer exist and there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation, if no impairment loss had
been recognised.
(j)

Dividends

Dividends are recognised as a liability in the period in which they are declared.
(k) Employee benefits
(i)

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity
pays fixed contributions into a separate entity and will have no legal or constructive
obligation to pay further amounts. Obligations for contributions to defined
contribution pension plans, including Russia’s State pension fund, are recognised
as an employee benefit expense in profit or loss in the periods during which services
are rendered by employees. Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in future payments is available. Contributions
to a defined contribution plan that are due more than 12 months after the end of the
period in which the employees render the service are discounted to their present
value.
(ii) Defined benefit plans
A defined benefit plan is a post-employment benefit plan other than a defined
contribution plan. The Group’s net obligation in respect of defined benefit pension
plans is calculated separately for each plan by estimating the amount of future
benefit that employees have earned in return for their service in the current and prior
periods; that benefit is discounted to determine its present value, and the fair value of
any plan assets are deducted. The discount rate is the yield at the reporting date on
government bonds that have maturity dates approximating the terms of the Group’s
obligations and that are denominated in the same currency in which the benefits are
expected to be paid.
The calculation is performed annually using the projected unit credit method. Net
interest on the net defined benefit plan liability (asset), current and past service costs,
including gains or losses arising on improving of plan benefits, plan curtailment or
settlement, are recognised in profit or loss.
The effects of remeasurement of net defined benefit plan liabilities (assets), including
actuarial gains and losses and return on plan assets, excluding amounts included
in net interest on the net defined benefit liability (asset), are recognised in other
comprehensive income.
(iii) Short-term benefits
Short-term employee benefit obligations are measured on an undiscounted basis
and are expensed as the related service is provided. A liability is recognised for
the amount expected to be paid under short-term cash bonus or profit-sharing
plans if the Group has a present legal or constructive obligation to pay this amount
as a result of past service provided by the employee, and the obligation can be
estimated reliably.
(l)

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal
or constructive obligation that can be estimated reliably, and it is probable that an

Warranties

A provision for estimated standard warranty costs is recognised in the period in
which the related product sales occur. An accrual for warranty costs is recognised
based on the Group’s historical experience on previous deliveries of aircrafts.
Estimates are adjusted as necessary based on subsequent experience.
(ii) Onerous contracts
A provision for onerous contracts is recognised when the expected benefits to be
derived by the Group from a contract are lower than the unavoidable cost of meeting
its obligations under the contract. The provision is measured at the present value of
the lower of the expected cost of terminating the contract and the expected net cost of
continuing with the contract. Before a provision is established, the Group recognises any
impairment loss on the assets associated with that contract.
(m)

Revenues

Management uses judgement in determination whether revenue from
manufacturing of an aircraft should be accounted for in accordance with IAS
11 as construction contracts or IAS 18 as goods sold. In making this judgment,
management considers a number of factors, including: timing required to
complete the contract, length of operating cycle required to deliver an item or
set of items, extent of customer-driven modifications of an aircraft as compared
to known specifications, existence of requirements for formal certification and
benchmark tests to meet customer’s specific needs.
(i)

Construction contracts

The operations of the Group include manufacturing aircraft under fixed price
contracts where particular aircraft item (or items) undergoes significant
modification in development and/or production to meet customer requirements,
thus such contracts are accounted for under IAS 11 as construction contracts. As
soon as the outcome of a construction contract can be estimated reliably, contract
revenue is recognised in profit or loss in proportion to the stage of completion of the
contract, measured by the ratio of total direct materials, labour and contract related
design and development costs incurred to date relative to the total estimated
respective costs on the contract. This method is used as the management of the
Group considers this to be the best available measure of progress on the contracts.
The method places considerable importance on accurate estimates at completion
as well as on the extent of progress towards completion. For the determination
of the progress of the construction contract significant estimates include total
contract costs, remaining costs to completion, total contract revenues, contract
risks and other judgements. Costs that are incurred to secure a specific contract
may be included in contract costs, but only if these costs can be directly associated
with a specific contract and if their recoverability from that contract is probable.
When the outcome of a construction contract cannot be estimated reliably, contract
revenue is recognised only to the extent of contract costs incurred that are likely to
be recoverable.
Provisions for estimated losses on uncompleted contracts, if any, are made in
the period in which such losses are determined and are recognised immediately
in profit or loss. Changes in job performance, contract conditions and estimated
profitability, including those arising from contract penalty provisions, if any, and
final contract settlements may result in revisions to costs and income and are
recognised in the period in which the revisions are determined.
(ii) Goods sold
Revenue from the sale of goods, primarily related to production of serial civil
aircraft not requiring substantial customer-related modification and separate
military and civil aircraft components, is recognised in the statement of income
when the significant risks and rewards of ownership have been transferred to the
buyer.
Revenue is recognised when persuasive evidence exists, usually in the form of
an executed sales agreement, that the significant risks and rewards of ownership
have been transferred to the customer, recovery of the consideration is probable,
the associated costs and possible return of goods can be estimated reliably, there
is no continuing management involvement with the goods, and the amount of
revenue can be measured reliably.
Revenue from sales of aircraft that include underlying asset value guarantee
commitments are generally accounted for as sale of goods, i.e. revenue is
recognised in profit and loss in full contracted amount upon aircraft delivery,
which normally represents the point of substantial transfer of significant risks
and rewards of ownership of the aircraft to the customer airline. In order to justify
full revenue recognition at the delivery date is the one of the key criteria shall be
satisfied: at the date of delivery the estimated fair value of the aircraft at a future
exercise date is expected to sufficiently exceed the guaranteed amount. If the
aforementioned criterion is not satisfied, the sale is accounted for as an operating
lease.
For sales deliveries accounted for as an operating lease upon the initial sale of
these aircraft to the customer, the total cost of the aircraft previously recognised in
inventory is transferred to “Property, plant and equipment” and depreciated over
the estimated useful economic life of the aircraft, with the proceeds received from
the customer being recorded as deferred income and recognised in profit or loss
evenly over the period till the expected date of guarantee exercise date.
(iii)

Services

Revenue from services rendered, which primarily relate to customer-specified
aircraft-related development activities, aircraft modernisation, overhaul and
repair, is recognised in profit or loss in proportion to the stage of completion of the
transaction at the reporting date.
(n) Other expenses
(i)

Operating leases

Payments made under operating leases are recognised in profit or loss on
a straight-line basis over the term of the lease. Lease incentives received are
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recognised as an integral part of the total lease expense, over the term of the
lease.
(ii)

Social expenditure

To the extent that the Group’s contributions to social programs benefit the
community at large and are not restricted to the Group’s employees, they are
recognised in profit or loss as incurred.
(o)

Finance income and costs

Finance income comprises interest income on funds invested, dividend income,
gains on the disposal of available-for-sale financial assets, changes in the fair
value of financial assets at fair value through profit or loss, and foreign currency
gains. Interest income is recognised as it accrues, using the effective interest
method. Dividend income is recognised on the date that the Group’s right to
receive payment is established.
Finance costs comprise interest expense on borrowings, unwinding of the discount
on provisions, foreign currency losses, changes in the fair value of financial
assets at fair value through profit or loss, and impairment losses recognised
on investments. All borrowing costs, which are not directly attributable to the
qualifying assets, are recognised in profit or loss using the effective interest
method, except for borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets which are recognized as part of the
cost of such assets.
Foreign currency gains and losses are reported on a net basis.
(p)

Income tax

Income tax expense comprises current and deferred tax and tax credits utilized
during the year. Current tax and deferred tax are recognised in profit or loss except
to the extent that it relates to a business combination, or items recognised directly in
equity or in other comprehensive income.
Current tax expense is the expected tax payable on the taxable income for the year,
using tax rates enacted or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.
Deferred tax is provided using the balance sheet liability method, providing for
temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The
following temporary differences are not provided for: goodwill; initial recognition of
assets or liabilities that affect neither accounting nor taxable profit; and investments
in subsidiaries where the Parent company is able to control the timing of the reversal
of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future. The amount of deferred tax provided is based on
the expected manner of realisation or settlement of the carrying amount of assets
and liabilities, using tax rates enacted or substantively enacted by the reporting
date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to
offset current tax assets and liabilities, and they relate to income taxes levied by the
same tax authority on the same taxable entity, or on different tax entities, but they
intend to settle current tax liabilities and assets on a net basis or their tax assets and
liabilities will be realised simultaneously.
In accordance with the tax legislation of the Russian Federation, tax losses and
current tax assets of a company in the Group may not be set off against taxable
profits and current tax liabilities of other Group companies.
Income tax credit is granted in the form of increases in tax-deductible expenses. Tax
credit is presented in profit or loss as a deduction in current tax expense to the extent
that an entity is entitled to claim the credit in the tax current reporting period. If the
additional deduction exceeds taxable income, then the resulting tax loss can be
carried forward and utilised in future periods by recognising as a deferred tax asset.
A deferred tax asset is recognised for unused tax losses, tax credits and deductible
temporary differences, to the extent that it is probable that future taxable profits will
be available against which they can be utilised. Deferred tax assets are reviewed at
each reporting date and are reduced to the extent that it is no longer probable that
the related tax benefit will be realised.
(q)

Government grants

Government grants are recognised initially as deferred income at fair value when
there is reasonable assurance that it will be received and that the Group will comply
with the conditions attaching to it. Government grants that compensate the Group
for expenses incurred are recognised as income in the statement of income on
a systematic basis in the same periods in which the expenses were incurred. Grants
that compensate the Group for the cost of an asset are deducted from the carrying
amounts of the asset.

(a) Property, plant and equipment
The fair value of property, plant and equipment recognised as a result of a business
combination is based on market values. The market value of property is the
estimated amount for which a property could be exchanged on the date of valuation
between a willing buyer and a willing seller in an arm’s length transaction after
proper marketing wherein the parties had each acted knowledgeably, prudently
and without compulsion. The market value of items of plant, equipment, fixtures and
fittings is based on the quoted market prices for similar items.
The majority of the Group’s property, plant and equipment is specialised in nature
and is rarely sold on the open market other than as part of a continuing business.
Except for land, which was appraised on the basis of recent market transactions,
the market for similar property, plant and equipment is not active in the Russian
Federation and does not provide a sufficient number of sales of comparable
property, plant and equipment for using a market-based approach for determining
fair value.
Consequently the fair value of property, plant and equipment was primarily
determined using depreciated replacement cost. This method considers the cost
to reproduce or replace the property, plant and equipment, adjusted for physical,
functional or economical depreciation, and obsolescence.
(b)

(c)

The Group presents basic and diluted earnings per share (EPS) information for its
ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable
to ordinary shareholders of the Parent Company by the weighted average number
of ordinary shares outstanding during the period. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential
ordinary shares.
(s)

Segment reporting

An operating segment is a component of the Group that engages in business
activities from which it may earn revenues and incur expenses, including revenues
and expenses that relate to transactions with any of the Group’s other components.
All operating segments’ operating results are reviewed regularly by the Group’s
President to make decisions about resources to be allocated to the segment and
assess its performance, and for which discrete financial information is available.

>> 4   Determination of fair values
A number of the Group’s accounting policies and disclosures require the determination
of fair value, for both financial and non-financial assets and liabilities. Fair values
have been determined for measurement and / or disclosure purposes based on the
following methods. When applicable, further information about the assumptions made in
determining fair values is disclosed in the notes specific to that asset or liability.

Joint Stock Company United Aircraft Corporation
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Investments in equity and debt securities

The fair value of financial assets at fair value through profit or loss, held-to-maturity
investments and available-for-sale financial assets is determined by reference
to their quoted bid price at the reporting date. The fair value of held-to-maturity
investments is determined for disclosure purposes only.
(d)

Trade and other receivables

The fair value of trade and other receivables, excluding construction work in
progress, is estimated as the present value of future cash flows, discounted at the
market rate of interest at the reporting date.
(e)

Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on
the present value of future principal and interest cash flows, discounted at the
market rate of interest at the reporting date. In respect of the liability component of
convertible notes, the market rate of interest is determined by reference to similar
liabilities that do not have a conversion option. For finance leases the market rate
of interest is determined by reference to similar lease agreements.

>> 5   Financial risk management
(a) Overview
The Group has exposure to the following risks from its use of financial instruments:
credit risk;
liquidity risk;
market risk.

•
•
•

This note presents information about the Group’s exposure to each of the above risks,
the Group’s objectives, policies and processes for measuring and managing risk, and
the Group’s management of capital. Further quantitative disclosures are included
throughout these consolidated financial statements.
The Board of Directors has overall responsibility for the establishment and oversight of
the Group’s risk management framework. The Executive Board, a Group operational
management body, and the Group President are responsible for developing and
monitoring the Group’s risk management policies. The Executive Board and President
report regularly to the Board of Directors on its activities.
The Group’s risk management policies are established to identify and analyse the risks
faced by the Group, to set appropriate risk limits and controls, and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Group’s activities. The Group, through
its training and management standards and procedures, aims to develop a disciplined
and constructive control environment in which all employees understand their roles
and obligations.
(b)

(r) Earnings per share

Intangible assets

The fair value of intellectual property rights and patents acquired in a business
combination is based on the discounted estimated royalty payments that have
been avoided as a result of the intellectual property rights or patent being owned.
The fair value of other intangible assets is based on the discounted cash flows
expected to be derived from the use and eventual sale of the assets.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty
to a financial instrument fails to meet its contractual obligations, and arises
principally from the Group’s receivables from customers and investment
securities.
(i)

Trade and other receivables

Main customers of the Group are Federal Government of Russian Federation and
governments of other countries. The Group’s exposure to credit risk is influenced
mainly by the economic and political situation in Russian Federation and these
countries. Approximately 73% of the Group’s revenue is attributable to sales
transactions with a group of five main customers. Therefore, geographically there
is high concentration of credit risk. The Group monitors all changes which occur in
the target countries.
The Group establishes an allowance for impairment that represents its estimate
of incurred losses in respect of trade and other receivables and investments. The
main components of this allowance are a specific loss component that relates to
individually significant exposures.
Credit evaluations are performed on all customers, other than related parties,
requiring credit over a certain amount.
(ii)

Investments

The Group limits its exposure to credit risk by only investing in liquid securities.

Supplements
of contingency plans
• development
and professional development
• training
and business standards
• ethical
• risk mitigation, including insurance where this is effective.

(iii) Guarantees
As at 31 December 2013 and 31 December 2012 the Group did not have any
contractual commitments to extend financial guarantees, credit and other
assistance.
(c)

(iv) Capital management

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations
as they fall due. The Group’s approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due,
under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Group’s reputation.
Typically the Group ensures that it has sufficient cash on demand to meet expected
operational expenses for a period of 15-30 days, including the servicing of financial
obligations; this excludes the potential impact of extreme circumstances that cannot
reasonably be predicted, such as natural disasters.
(d)

Market risk

arket risk is the risk that changes in market prices, such as foreign exchange rates,
interest rates and equity prices will affect the Group’s income or the value of its
holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while
optimising the return.
The Group incurs financial liabilities, in order to manage market risks. All such
transactions are carried out within the guidelines set by the Board of Directors.

The Company’s long-term objectives in managing capital are to safeguard the Group
ability to continue as a going concern in order to provide return for shareholders and
benefits for other stakeholders. In the medium and short-term, the Group objectives
are to maintain an optimal capital structure to reduce the cost of capital.
Management’s policy is to maintain a strong capital base so as to maintain investor,
creditor and market confidence and to sustain future development of the business.
Management monitors the return on capital. Management seeks to maintain
a balance between the higher returns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capital position.
The Group’s return on capital was negative in 2013 (2012: negative). The weighted
average interest expense on interest-bearing borrowings (excluding liabilities with
imputed interest and excluding effect of government grants related to interest
expense) was 7.01% (2011: 6.76%).
The Group’s debt to adjusted capital ratio at the end of the reporting period was as
follows
Mln RUB

2013

Total debt

260,780

Less: cash and cash equivalents

(i)Currency risk
The Group is exposed to currency risk on sales, purchases and borrowings that are
denominated primarily in US Dollars (USD) and Euro (EUR), currencies other than
the respective functional currency of Group entities.
Interest on borrowings is denominated in currencies that match the cash flows
generated by the underlying operations of the Group, primarily USD, but also RUB
and EUR. This provides an economic hedge.
In 2010 the Group subsidiary issued three-year rouble bonds and hedged those
using foreign currency exchange forward contracts. This hedge is accounted
for as a cash flow hedge and the effective part of the hedge net of related tax is
recognised directly in hedging reserve in other comprehensive income. As at 31
December 2013 forward contract has expired.
In respect of other monetary assets and liabilities denominated in foreign
currencies, the Group ensures that its net exposure is kept to an acceptable level
by buying or selling foreign currencies at spot rates when necessary to address
short-term imbalances.
(ii) Interest rate risk
Management does not have a formal policy of determining how much of the
Group’s exposure should be to fixed or variable rates. However, at the time of
issuing new debt management uses its judgment to decide whether it believes that
a fixed or variable rate would be more favourable to the Group over the expected
period until maturity.
(iii) Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety
of causes associated with the Group’s processes, personnel, technology and
infrastructure, and from external factors other than credit, market and liquidity
risks such as those arising from legal and regulatory requirements and generally
accepted standards of corporate behaviour. Operational risks arise from all of the
Group’s operations.
The Group’s objective is to manage operational risk so as to balance the avoidance
of financial losses and damage to the Group’s reputation with overall cost
effectiveness and to avoid control procedures that restrict initiative and creativity.
The primary responsibility for the development and implementation of controls to
address operational risk is assigned to senior management within each business
unit. This responsibility is supported by the development of overall Group
standards for the management of operational risk in the following areas:
requirements for appropriate segregation of duties, including the independent
authorisation of transactions
requirements for the reconciliation and monitoring of transactions
compliance with regulatory and other legal requirements
documentation of controls and procedures
requirements for the periodic assessment of operational risks faced, and the
adequacy of controls and procedures to address the risks identified
requirements for the reporting of operational losses and proposed remedial action

•
•
•
•
•
•

Net debt
Total equity
Debt to capital ratio at 31 December

2012
215,199

(59,098)

(52,453)

201,682

162,746

105,678

108,950

1.91

1.49

There were no changes in the Group approach to capital management during the year.
Under certain loan agreements the Group subsidiaries have to comply with
financial covenants which require maintaining a minimum level of Net Debt to
EBITDA and a certain level of net assets which are considered in managing
capital of those entities. As at 31 December 2013 and 31 December 2012 the
Group subsidiary CJSC “Sukhoi Civil Aircraft” was in breach of certain financial
covenants, although the Company obtained relevant waivers before the reporting
date (Note 24 (d)).

>> 6   Operating segments
The Group has three reportable segments, as described below. The segments
represent the sub-holdings which develop and produce different products, and
are managed separately because they require different technology and marketing
strategies. For each of the segments, the Group’s President reviews internal
management reports on annual basis. The following summary describes the
operations in each of the Group’s reportable segments:
Sukhoi holding. Primarily includes development and production of military combat
aircraft as well as development of the civil aircraft programme SSJ 100.
Irkut Corporation. Primarily includes production of military combat aircraft as well
as development of the training military aircraft Yak-130 and civil aircraft programme
MS-21.
Other units. Includes designing and manufacturing of various types of aircraft as
well as repair and maintenance of existing civil and military aircraft produced in
Russia and the former Soviet Union.

•
•
•

The underlying principles on which the reportable segments information are
generally derived from the statutory accounting records adjusted for intergroup
transactions. The major reconciling differences between the information provided
to President and the related IFRS-based amounts relate to:
Timing differences relating to when revenue and costs are recognised.
Adjustments for net realisable value of inventories and change in onerous
contracts.
Administrative expenses.
Adjustments to fair value of intangible assets and property, plant and equipment.

•
•
•
•

All the Group’s assets are located in the territory of the Russian Federation.
Information regarding the results of each reportable segment is included below.
Segment performance is measured based on segment gross profit calculated
as revenue after deduction of direct cost of production and directly attributable
distribution expenses. Segment gross profit is used to measure performance
as management believes that such information is the most relevant in evaluating
the results of certain segments relative to other entities that operate within these
industries.

(i) Information about reportable segments

Mln RUB
External revenue for reportable segments
Inter-segment revenue for reportable segments
Reportable segment gross profit

Sukhoi Group

Irkut Corporation

Other

Total

2013

2012

2013

2012

2013

2012

2013

89,536

83,859

57,867

42,139

65,755

51,853

213,158

177,851

2012

1,620

2,038

456

6,645

5,046

3,565

7,122

12,249

12,060

18,748

13,442

7,830

5,747

1,356

31,249

27,933

(ii) Reconciliation of reportable segments’ revenues and reportable segments’
measure of profit

Mln RUB

2013

Reportable segment gross profit

2012

31,249

27,933

Adjustments for:
Mln RUB
Total revenue for reportable segments
Elimination of inter-segment revenue
Difference in timing and principles of revenue recognition
Consolidated revenue

2013

2012

Net realizable value of inventories

5,384

(6,955)

220,280

190,100

Fair value of assets related to SSJ 100 programme

1,286

2,325

(7,122)

(12,249)

Reclassification of certain types of administrative expenses

7,347

7,948

6,907

(6,832)

220,065

171,019

Adjustments to fair value of intangible assets and property,
plant and equipment

(122)

(54)

Difference in timing of recognition of revenue and cost of sales

(722)

4,059

Other
Gross profit
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(21)

631

44,401

35,887

(iii)

>> 11   Finance income and finance costs

Major customer

In 2013 and 2012, revenue from one customer, the Ministry of Defence of the
Russian Federation, represented approximately 29% and 23%, respectively, of the
Group’s total revenue.

Mln RUB

Interest income

>> 7   Revenue

2013

2012

2,638

2,669

–

3,382

Finance income

Foreign exchange gain
Net income on finance leases

Mln RUB
Revenue earned on aircraft construction contracts

2013

2012

–

150

59

2,821

6,110

(17,013)

(14,762)

Other finance income

125,795

88,936

Total

26,266

24,117

Finance costs

Revenue earned on research and development services

33,397

32,265

Interest expense

Revenue earned on modernisation and overhaul services

29,467

19,473

Government grant related to compensation of interest expense

Other

5,140

6,228

Total

220,065

171,019

Revenue on sales of aircraft components and related products

33

2,763

1,174

(14,250)

(13,588)

–

(11)

Net loss from finance lease contracts
Foreign exchange loss

(2,986)

–

–

231

Impairment/reversal of impairment on loss on investments

>> 8   Personnel costs

Other finance costs
Total

Mln RUB
Wages and salaries

2013

(29)
(13,397)

2012

33,312

32,767

Compulsory social security contributions

8,214

8,741

Expenses related to defined benefit plans

19

24

41,545

41,532

Total

(510)
(17,746)

>> 12   Income tax benefit
Mln RUB

2013

2012

(122)

(1,536)

Current tax benefit

>> 9   Other operating expenses

Сurrent income tax
Adjustments of prior years

Mln RUB
Property and other tax expense

2013

2012

1,017

1,004

Bank charges

498

539

Origination and reversal of temporary differences

Charity and social expenses

853

752

Change in recognised deferred tax assets

Write-off and change in allowance for doubtful receivables

927

1,080

1,156

2,009

439

774

4,890

6,158

Write-off and change in impairment provision of inventory
Other expenses
Total

109

734

(13)

(802)

384

2,222

Deferred tax benefit

Total

51

–

435

2,222

422

1,420

The Group’s applicable tax rate is the corporate income tax rate of 20%.

>> 10   Other operating income
Mln RUB
Fines and penalties received

2013

2012

–

206

Rental income

253

160

Gain on disposal of property, plant and equipment and intangible
assets

171

158

Gain on disposal of other assets

133

254

Reimbursement of insurance

–

273

Gain on disposal of JSC FLC*

–

7,849

Income attributed to JSC FLC*
Total

–

883

557

9,783

*   In September 2012 in respect of “FLC” there was a loss of control as a result of bankruptcy.

Reconciliation of effective tax rate:
Mln RUB
Loss before income tax
Income tax at applicable tax rate

2013

%

2012

(12,832)

100

(7,070)

100

%

(20)

2,566

(20)

1,414

(1,680)

13

(551)

8

Adjustments of prior years

109

(1)

151

(2)

Foreign exchange gain/(loss)

217

(2)

(40)

1

–

–

377

(5)

Non-deductible/ non-taxable items, net

Unused tax credit relating to R&D expenses of the reporting period
Utilization of previously unrecognised tax credit related to R&D expenses of prior years
Change in recognised deferred tax assets
Unrecognised deferred tax assets
Total

–

–

800

(11)

51

–

(359)

5

(841)

7

(372)

5

422

(3)

1,420

(20)

>> 13   Property, plant and equipment
Mln RUB

Land and
buildings

Plant and equipment

Other

Construction in progress

Total

Cost
At 1 January 2012

57,792

55,293

10,307

12,691

Acquisition under common control

6,875

757

120

106

7,858

Additions and transfers

4,158

8,835

(1,057)

8,791

20,727

Reclassifications
Disposals

72

(72)

–

–

–

(1,018)

(2,507)

(1,248)

–

(4,773)

Foreign exchange differences
At 31 December 2012

Joint Stock Company United Aircraft Corporation

136,083

(10)

(199)

(48)

(143)

(400)

67,869

62,107

8,074

21,445

159,495
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Supplements
Mln RUB
Additions and transfers
Reclassifications*
Disposals
Foreign exchange differences

Land and
buildings

Plant and equipment

Other

Construction in progress

Total

1,573

8,655

8,655

8,195

(5,132)

5,132

5,132

–

21,969
–

(267)

(2,513)

(2,513)

–

(3,774)

1,048

2,277

2,277

120

3,543

65,091

75,658

75,658

29,760

181,233

At 1 January 2012

(8,629)

(27,073)

(27,073)

–

(39,977)

Depreciation charge

(1,404)

(7,945)

(7,945)

–

(10,402)

(4)

(13)

(13)

–

–

–

–

–

–

–

395

1,474

1,474

–

2,870

At 31 December 2013
Depreciation

Reclassifications
Impairment charge
Disposals
Foreign exchange differences

(3)

64

64

–

70

At 31 December 2012

(9,645)

(33,493)

(33,493)

–

(47,439)

Depreciation charge

(1,543)

(9,105)

(9,105)

–

(12,646)

110

1,426

1,426

–

2,237

(206)

(1,159)

(1,159)

–

(1,426)

(11,284)

(42,331)

(42,331)

–

(59,274)

At 1 January 2012

49,164

28,220

28,220

12,691

96,107

At 31 December 2012

58,224

28,614

28,614

21,445

112,056

At 31 December 2013

53,807

33,327

33,327

29,760

121,959

Disposals
Foreign exchange differences
At 31 December 2013
Carrying amounts

*   In 2013 year the Group has revised the purpose of a number of production assets which have resulted in reclassification of these objects. Accumulated depreciation on these assets is insignificant.

(a) Aircraft in operating lease

(c)

The aircraft in operating leases as at 31 December 2013 include aircraft provided
to customers under operating lease agreements as well as aircraft delivered
to customers under sales agreements which contain repurchase obligations
requiring classification of those transactions as operating lease. Such planes are
recorded as operating leases and are included in fixed assets in the amount of
RUB 5,614 mln (31 December 2012: RUB 5,889 mln).

At 31 December 2013 property, plant and equipment with a carrying amount of
RUB 2,957 mln (31 December 2012: RUB 4,872 mln) is pledged as collateral for secured
loans (see note 24(b)).

(b)

Leased plant and machinery

The Group leases production equipment under a number of finance lease
agreements. The leased equipment secures the lease obligations (see note 24(e)).
At 31 December 2013 the net carrying amount of leased plant and machinery was
RUB 4,322 mln (2012: RUB 4,511 mln).

>> 14

(d)

Security

Other restrictions

The net book value of property, plant and equipment restricted for sale by the
Russian government in accordance with the state military programme amounted to
RUB 12,997 mln (2012: RUB 9,567 mln).
(e)

Capitalised borrowing costs

Additions to property, plant and equipment for the year ended 31 December 2013
include RUB 337 mln of capitalised borrowing costs (2012: RUB 398 mln).

Intangible assets

Mln RUB

Goodwill

Development costs

Software

Advances given for development costs

Total

Cost
At 1 January 2012

2,060

48,697

2,758

2,176

Acquisition under common control

–

–

2

–

2

Additions and transfers

–

8,167

1,316

236

9,719

Disposals

–

(344)

(358)

(37)

(739)

Government grants

–

(126)

–

–

(126)

(117)

(538)

38

–

(617)

At 31 December 2012

1,943

55,856

3,756

2,375

63,930

Additions and transfers

–

8,521

421

103

9,045

Reclassification from inventories

–

–

21

–

21

Disposals

–

(15)

(336)

(58)

(409)
(1,251)

Foreign exchange differences

Government grants

55,691

–

(1,251)

–

–

152

3,682

44

–

3,878

2,095

66,793

3,906

2,420

75,214

At 1 January 2012

–

(9,959)

(805)

–

(10,764)

Amortisation charge

–

(943)

(771)

–

(1,714)

Impairment loss

–

(89)

–

–

(89)

Disposals/reclassification

–

103

267

–

370

At 31 December 2012

–

(10,888)

(1,309)

–

(12,197)

Amortisation charge

–

(2,909)

(530)

–

(3,439)

Disposals/reclassification

–

140

128

–

268

Foreign exchange differences

–

(782)

(3)

–

(785)

At 31 December 2013

–

(14,439)

(1,714)

–

(16,153)

44,927

Foreign exchange differences
At 31 December 2013
Amortisation and impairment losses

Carrying amounts
At 1 January 2012

2,060

38,738

1,953

2,176

At 31 December 2012

1,943

44,968

2,447

2,375

51,733

At 31 December 2013

2,095

52,354

2,192

2,420

59,061

(a) Goodwill
Goodwill relates to the acquisition of JSC Irkut Corporation and its subsidiaries (Irkut
Group) in 2007.
As at 31 December 2013 management tested the acquired goodwill for impairment.
The recoverable amount of Irkut group’s CGU was determined with reference to its fair
value. Applying disounted cashflow approach cash flow projections were based on

financial budgets and forecast approved by management covering a period until 2026
as the projected cash flows are primarily based on the lifecycle of MS-21 programme
which is expected to reach maturity in 2021–2023. Terminal value, representing the cash
flows beyond 2026, was calculated applying a growth rate of 2.5%. The cash flows were
discounted using a post-tax discount rate of 16.75% in each forecast year.
As a result, the recoverable amount of assets of Irkut Group, including related goodwill,
exceeded its carrying amount as at 31 December 2013 and 31 December 2012.
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(b)

SJI

Development costs

Capitalised development costs comprise of the following programmes:
Mln RUB
Sukhoi Super Jet – 100 aircraft (“SSJ 100”)

2013

2012

29,953

25,269

Yak-130 aircraft

5,490

5,470

MS-21 aircraft

5,499

3,710

Other

11,412

10,528

Total

52,354

44,977

MS-21
Production of MS-21 aircraft and provision of services to customers under certain
military programmes will commence in 2017, respectively. Consequently, the related
intangible assets are not amortised. Instead, management tested this asset for
impairment as at the reporting date. A discount rate of 12% was applied in determining
the recoverable amount.

SJI is established by the Group together with Alenia Aeronautica S.P.A and
incorporated in Italy to provide services to European airlines operating
Superjet-100. During the year ended 31 December 2013 cash contribution was
made to the capital of SuperJet International S.p.A. in the amount of RUB 783 mln
(in 2012 – RUB 392 mln). In 2013 the Group’s share of loss in SuperJet International
S.p.A. amounted to RUB 602 mln (2012: RUB 450 mln).
MTAL
In 2012 the Group contributed RUB 618 mln to the share capital of the newly
established joint venture Multirole Transport Aircraft Ltd. (MTAL). MTA Program is
being executed by MTAL under the Agreement on cooperation in the development
and production of multirole transport aircraft between the Government of the
Russian Federation (share of ownership – 25%) and the Republic of India (share
of ownership 50%). Following the Regulation of the President of the Russian
Federation dated March, 2010 the Group’s subsidiary JSC UAC-TS is authorized to
trade military products to foreign governments. The Group’s share in MTAL as at
31 December 2013 composed 48.35%.
AFC

The development of the Sukhoi Super Jet 100 (SSJ 100) aircraft is included in
the Federal Target Program “Development of the civil aircraft for 2002–2011 and
for the period until 2015” approved by the Decision of the Federal Government
of the Russian Federation No. 728 dated 15 October 2001. In accordance with
this program, the Company receives financing from the Federal Government.
Funds are received under the contract with the Ministry of Industry and Trade
(Minpromtorg) which is structured as a contract for development services, and as
direct subsidies from the budget to cover certain types of expenses.

In June 2012 the Group and its joint venture partners decided to discontinue the
A320/A321 Passenger to Freighter conversion development programme. On
30 December 2011, the Airbus Freighter Conversion GmbH joint venture was
deregistered but continued to exist for the year ended 31 December 2012 for the
purpose of creditors’ protection according to German Law. Moreover, fulfilling the
provisions of the Shareholders’ Agreement and subsequent resolutions as well
as following the rules by law for the liquidation of the company Liquidation Closing
Balance Statement were prepared as at 30 December 2012. As per German Law,
the Shareholder’s Meeting should approve AFC’s accounts by formal Shareholder’s
resolution.

In January 2011 the Group obtained the Type Certificate for serial aircraft
production and subsequently deliveries commenced to the first customers.

The Group does not expect future losses in respect to AFC to be recorded in financial
statements. Moreover, AFC is liable to the Group in the amount RUB 4 mln.

Management concluded that development costs capitalised up to the date of the
Type Certificate met the requirement of IAS 38 Intangible assets as ‘available for
use’ which triggered commencement of amortisation of these costs based on
the unit-of-production method. Management expects that certain development
activities are still required to complete the development of the aircraft to ensure its
operating capabilities and required aviation standards in the target markets.

The following is summarised financial information for equity accounted investees:

SSJ 100

Management constantly monitors the SSJ 100 program for signs of impairment.
As at 31 December 2013, management performed an impairment test taking into
account the current financial position of the Company as a main indicator for potential
impairment.

2013
Mln RUB

SJI

MTAL

40.76%

48.35%

Current assets

9,056

1,222

Non-current assets

3,835

2

3,837

12,891

1,224

14,115

11,265

1

11,266

1,370

–

1,370

12,635

1

12,636

Ownership interest

Following the requirements of IAS 36 Impairment of assets management calculated
the cash flow projections for a period of 10 years as the program is expected to mature
in 2022. The terminal value, representing the cash flows beyond the ten-year period,
was calculated based on the 10th forecasted year with zero growth rate.

Total assets

Forecasted cash flow projections used for impairment test were based on the latest
business plan which was revised in February 2014. Change in forecasted sales and
production were mainly attributed to redistribution of volumes between future years.
In particular, a revised sales volume for 2014 of 44 aircraft is generally in line with the
previous year business plan (40 aircraft) and annual production volumes are expected
to reach 62 aircraft in 2016, which does not exceed last year planned maximum
production capacity of 70 aircraft. The overall market demand for SSJ 100 aircraft is
expected to remain the same. Management estimates that the above amendments to
business plan do not have significant impact on results of impairment test.

Total liabilities

Current liabilities
Non-current liabilities

Revenue and gross finance income from lease

10,278

4,986

29

5,015

(6,463)

(31)

(6,494)

(1,477)

(2)

(1,479)

(602)

(1)

(603)

Total

Expenses
Loss for the year

Total

Group share of loss

Below is the analysis of the sensitivity of the cash flow model to changes in the
production capacity, sales price per aircraft and discount rate.
Sales volume. An even decrease of annual production volumes by 15% since
2016 (i.e. annual sales volumes would be less than expected by 9 aircraft in
each forecasted year starting from 2016, assuming that actual sales volumes in
2014–2015 will be as expected) would result in impairment loss of RUB 4,863 mln.
Sales price. An annual increase in future sales prices by 3% starting from 2014
would result in additional excess of discounted cash flows over the carrying amount
of the asset by RUB 34,012 mln. An annual decrease in future sales prices by 3%
starting from 2014 would result in an impairment loss of RUB 2,343 mln.
Price discount. Starting from 2016 the Company plans to reduce discounts to sales
prices and expects to be able to sale aircraft without significant discounts after
2018. In case the Group continues to provide discounts similar to current levels an
impairment loss would be required in the amount of RUB 28,141 mln.
Discount rate. The post-tax nominal rate applied for discounting of expected cash
flows was 13.5% (2012: 14.15%). An application of post-tax nominal discount rate
less than 15.59% would not lead to impairment of asset. However the application
of 15.69% post-tax nominal discount rate would result in an impairment loss of
RUB 657 mln and an increase of 15.69% post-tax nominal discount rate by 1%
would increase impairment loss by RUB 6,579 mln. Decrease of post-tax nominal
discount rate up to 12.5% would result in an additional excess of discounted cash
flows over the carrying amount of the asset by RUB 25,536 mln.

2012

Other projects

The reporting date for all associates listed above is 31 December.

By the end of the year 2012 the assets were substantially completed and became
available for use, which triggered commencement of amortisation of these costs
based on the unit-of-production method. Management continues to monitor the
assets for signs of impairment and tests them for impairment, as necessary. As at
31 December 2013 there were no signs of impairment.

Below is a summary of movement in the carrying amount of investments in
associates:

•
•
•
•

(c)

Capitalised borrowing costs

>> 15   Investments in associates and joint ventures
As at 31 December 2013 the Group owned significant influence interests in
JSC Ilyushin Finance Co (IFC), SuperJet International S.p.A (SJI), Airbus Freighter
Conversion GmbH (AFC) and Multirole Transport Aircraft Ltd (MTAL).
IFC
IFC provides lease financing of civil aircraft and invests in the construction, sale
and repair of aircrafts.
In late 2013 the Group took a firm decision to sell its share in the IFC, whereby the
investment was reclassified to assets held for sale (see note 21).
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IFC*

SJI

MTAL

49.48%

42,59%

48,35%

Current assets

14,621

5 019

882

Non-current assets

19,226

2 367

189

21,782

33,847

7,386

1,071

42,304

Total assets
Current liabilities

20,522

7,042

822

1

7,865

10,678

6,774

–

17,452

17,720

7,596

1

25,317

8,206

381

8

8,595

(7,962)

(1,438)

(3)

(9,403)

Loss for the year

244

(1,057)

5

(808)

Group share of loss

121

(450)

1

(328)

Non-current liabilities
Total liabilities
Revenue and gross finance income from lease
Expenses

* The Group’s share of losses in an IFC in 2013 amounted to RUB 44 mln.

Mln RUB
Investments in associates
as at 1 January 2012

Additions to development costs for the year ended 31 December 2013 include
RUB 161 mln of capitalised borrowing costs (2012: RUB 44 mln).

Joint Stock Company United Aircraft Corporation

Mln RUB
Ownership interest

Acquisition of additional shares/increase
of investment

IFC

SJI

MTAL

Total

9,120

100

–

9,220
1,010

–

392

618

(169)

–

–

(169)

Group share of profit/(loss)

121

(507)

1

(385)

Foreign exchange differences

–

15

–

15

9,072

–

619

9,691

Dividends

Investments in associates
as at 31 December 2012
Acquisition of additional shares/increase
of investment
Group's share of losses
Reclassification to assets earmarked for sale
Foreign exchange differences

–

783

–

783

(44)

(602)

(1)

(647)

(9,028)

–

–

(9,028)

–

(77)

–

(77)

Supplements
Mln RUB
Investments in associates
as at 31 December 2013

IFC

SJI

MTAL

Total

–

104

618

722

>> 16   Investments and non-current financial assets
Mln RUB

2013

2012

3,165

3,454

280

208

42

33

Available-for-sale investments stated at cost comprise unquoted equity securities
in the airspace and defence industry. There is no market for these investments and
there have not been any recent transactions that provide evidence of fair value.
However, management believes it is unlikely that the fair value at the end of the
reporting period would differ significantly from their carrying amount.
Investments available for sale as at 31 December 2013 and 31 December 2012 are
mostly attributable to equity securities in JSC Oboronprom held by the Group`s
subsidiary JSC RSK MiG in the amount of RUB 2,698 mln. The ownership interest of
RSK MiG in JSC Oboronprom decreased to 5.01% as a result of a dilution of share
ownership in 2012 (2012: 5.79%).

Non-current
Available-for-sale investments measured at cost
Loans given
Promissory notes
Held-to-maturity investments
Total

–

3

3,487

3,698

1,062

1,394

321

204

Current
Deposits
Loans given
Promissory notes

10

58

137

1,621

1,530

3,277

Other current financial assets
Total

>> 17   Deferred tax assets and liabilities
(a) Recognised deferred tax assets and liabilities
Assets

Mln RUB
Property, plant and equipment

Liabilities

Net

2013

2012

2013

2012

2013

1,748

1,176

(8,704)

(8,046)

(6,956)

(6,870)

2012

(3,980)

Intangible assets

3,247

1,013

(4,888)

(4,993)

(1,641)

Investments

3,088

1,043

(1,099)

(865)

1,989

178

Inventories

15,341

9,504

(10,120)

(1,901)

5,221

7,603
(5,701)

Trade and other receivables

576

957

(8,316)

(6,658)

(7,740)

Trade and other payables

1,570

4,050

(1,995)

(3,829)

(425)

221

Loans and borrowings

1,172

204

(493)

–

679

204

992

554

(219)

(104)

773

450

–

377

–

–

–

377

12,017

10,929

–

–

12,017

10,929
3,411

Provisions and employee benefits
Tax credit for R&D expenses
Tax loss carry-forwards
Total tax assets/(liabilities)

39,751

29,807

(35,834)

(26,396)

3,917

Offset of tax

(31,218)

(23,130)

31,218

23,130

–

–

8,533

6,677

(4,616)

(3,266)

3,917

3,411

Net tax assets/(liabilities)

Movement in temporary differences during the year:

1 January
2012

Recognised in other
comprehensive income

Acquisition under
common control

Recognised in
profit or loss

Foreign
currency
translation

Property, plant and equipment

(6 224)

–

189

(1 916)

1 081

(6 870)

Intangible assets

(3 368)

–

–

(704)

92

(3 980)

Mln RUB

Investments

31 December
2012

105

–

–

62

11

178

6 724

–

16

857

6

7 603

(3 870)

–

–

(1 957)

126

(5 701)

822

–

–

(576)

(25)

221

6

–

–

224

(26)

204

614

44

–

(190)

(18)

450

–

–

–

377

–

377

Tax loss carry-forwards

4 891

–

–

6 045

(7)

10 929

Total

(300)

44

205

2 222

1 240

3 411

Recognised in profit
or loss

Foreign
currency
translation

Inventories
Trade and other receivables
Trade and other payables
Loans and borrowings
Provisions and employee benefits
Tax credit for R&D expenses

1 January
2013

Recognised in other
comprehensive income

Property, plant and equipment

(6,870)

–

579

(665)

(6,956)

Intangible assets

(3,980)

–

2,639

(300)

(1,641)

178

–

1,811

–

1,989

7,603

–

(2,957)

575

5,221

Mln RUB

Investments
Inventories
Trade and other receivables

31 December
2012

(5,701)

–

(1,410)

(629)

(7,740)

Trade and other payables

221

–

(854)

208

(425)

Loans and borrowings

204

–

460

15

679

Provisions and employee benefits

450

(21)

338

6

773

Tax credit for R&D expenses
Tax loss carry-forwards
Total

377

–

(377)

–

–

10,929

–

206

882

12,017

3,411

(21)

435

92

3,917
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>> 19   Trade and other receivables

Tax loss carry-forwards expire in the future as follows:
Mln RUB
2013

2013

2012

–

2014

Mln RUB

2013

2012

3

Current
Trade receivables

43,963

34,261

Impairment

(3,757)

(2,848)

5

5

2015–2016

89

89

2017–2020

1,651

1,764

2021

158

195

2022

2,713

2023
2024

40,206

31,413

VAT recoverable

27,115

25,064

3,397

Prepayments

34,541

6,849

4,783

5,476

Due from tax authorities

2,618

–

12,017

10,929

1,091

600

–

1,368

Government grant receivable
Other receivables and originated loans

9,798

11,649

(5,847)

(5,489)

106,904

71,454

Other advances

317

657

Impairment of other receivables

The sufficient part of tax losses expires in 2015–2024. Deferred tax assets
including unused tax losses are recognized as the Management of the Group
expects sufficient taxable profit to set off the tax in foreseeable future before it
expires.

Total

VAT receivable

439

526

(b)

Trade and other receivables, non-current

300

4,628

1,056

5,811

Unrecognized deferred tax assets

(a) Non-current

Total
Mln RUB
Deductible temporary differences
Tax loss carry-forwards
Total

2013

2012

3,901

4,569

17,382

16,645

21,283

21,214

Deferred tax assets have not been recognised in respect of these items because it is
not probable that future taxable profit will be available against which the Group can
utilise the benefits there from.
Unrecognised tax losses expire in the future as follows.
Mln RUB

2013

2012

2018–2023

14,829

14,301

2015–2017

1,864

1,616

2014

689

728

Total

17,382

16,645

(c)

Unrecognised deferred tax liability

A temporary difference as at 31 December 2013 of RUB 1,500 mln (2012:
RUB 1,733 mln) relating to investments in subsidiaries has not been recognised
because the Company is able to control the timing of the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

>> 18   Inventories
Mln RUB
Advance payments to suppliers

2013

2012

53,123

43,337

Raw materials and other supplies

22,052

20,499

Aircraft components

39,849

37,631

Goods for sale
Impairment of inventories

9,868

6,415

(4,018)

(4,467)

120,874

103,415

Other work in progress

41,969

41,533

Impairment of work in progress

(8,389)

(10,602)

154,454

134,346

16,140

20,960

170,594

155,306

Costs incurred and recognised profits on construction contracts
less progress billings
Total

>> 20   Cash and cash equivalents
Mln RUB

The aggregate amount of costs incurred and recognised profits (less recognised
losses) to date on construction contracts in progress is RUB 162,790 mln (2012:
RUB 116,513 mln).

2013

2012

Bank balances, RUB

36,866

33,679

Bank balances, Foreign currency

17,635

10,369

Deposits

3,090

7,865

Other cash and cash equivalents

1,507

540

59,098

52,453

Total

The Group’s exposure to interest rate risk and a sensitivity analysis for financial
assets and liabilities are disclosed in note 29.

>> 21   Disposal asset held for sale
As a result of measures to provide financial support to a subsidiary of JSC Sukhoi Civil
Aircraft, in December 2013 the Group management decided to sell the entire share
(49.48%) in JSC Ilyushin Finance to the Bank of development VEB. The expected date
of sale is first half of 2014. The investment was valued at the lower of anticipated sale
price and its carrying amount of RUB 9,028 mln and was reclassified into the category
of assets held for sale.

>> 22   Equity
(a) Share capital and share premium

Thousands of shares
Authorised shares
Par value, RUB

Ordinary shares
2013

2012

219,654,789

219 654 789

0.86

1,00

219,654,789

201 925 962

Paid in cash

–

17 139 419

Issued for equity instruments of subsidiaries and
associates

–

589 408

219,654,789

219,654,789

On issue at 1 January

On issue at 31 December, fully paid

(a) The aggregate amount of costs incurred and recognised profits

(b)

The Group’s exposure to credit and currency risks and impairment losses related
to trade and other receivables (excluding construction work in progress) are
disclosed in note 29.

RUB
At the beginning of the year

Номинальная стоимость акции
2013

2012

1.00

1.00

Reduction of the nominal share price

(0.14)

–

At the end of the year

0.86

1.00

Security

Inventory with a carrying amount as at 31 December 2013 of RUB 184 mln
(31 December 2012 of RUB 747 mln) is pledged as collateral for secured loans (see
note 24(b)).

As at 31 December 2013 authorized capital amounted to 188,903,119 rubles.
In accordance with the requirements of paragraph 6 of Article 35 of the Federal Law of
26 December 1995 № 208-FZ “On Joint Stock Companies”, the Extraordinary General
Meeting of Shareholders of JSC UAC, which was held on 18 March 2013 ( Minutes № 19
of 19 March 2013 ) decided to reduce the share capital of JSC UAC by reducing the par
value of the shares in order to bring the amount of authorized capital to an amount not
exceeding the value of the net assets of JSC UAC.
To implement this decision, the Company carried out placement of ordinary registered
shares with a par value of 0.86 rubles. (GRN 1-02-55306 -E from 26 April 2013) by
converting the shares of the same category (type) of the par value of 1 ruble. Conversion
date – 30 April 2013. As a result, the value of the authorized capital of JSC UAC amounted
to 188,903,119 rubles.
At the date these consolidated financial statements were authorised for issue share
capital of the Company consisted of 219,654,789 thousand shares.

Joint Stock Company United Aircraft Corporation
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(b)

to RUB 1,498 mln, including the loss for the current year of RUB 702 mln,
(31 December 2012: accumulated loss of RUB 32,952 mln).

Prepaid shares reserve

In the Board of Directors of JSC UAC it was decided to increase the authorized capital
by issuing additional shares (Minutes № 87 dated 29 July 2013). Decision on the issue
(additional issue) of securities of JSC UAC par value of 0.86 rubles. in the amount of
33,000,000 thousand shares registered by FFMS of Russia 29 August 2013, the state
registration number 1-02-55306-E-0010. The volume of securities placed face value
is 28,380,000 thousand rubles. As at 31 December 2013 the amount of cash received
in payment of the authorized capital of JSC UAC is 4,198,406 thousand.

Before these consolidated financial statements were authorised for issue, no
recommendation had been made by the Board of Directors with regard to dividend
distribution.
(g) Cash contributions to equity of subsidiaries by non-controlling
shareholders

In accordance with paragraph 8.2 of the Decision on the issue (additional issue) of
securities of JSC UAC, registered by FFMS of Russia 29 August 2013, the date of
placement is the date of entry in the register of holders of registered securities of the
Issuer for the last placement shares of the additional issue but not later than one year
from the date of state registration of the additional issue of securities.
(c)

During 2013 and 2012 non-controlling shareholders of the Group’s subsidiaries made
direct contributions to equity of those subsidiaries. The result of those transactions
was recognised directly in equity as an adjustment to non-controlling interest and the
Group’s accumulated losses.
In June 2012 the Group’s subsidiary JSC Company Sukhoi initiated a closedsubscription issue of 626,368 ordinary shares all with par value of RUB 1,000 each for
the benefit of the Russian Federation represented by The Federal Agency for State
Property Management for the total consideration of RUB 1,693 mln which was paid
in cash in 2012. The issue was completed and registered in September 2012. The
Group’s effective ownership in JSC Company Sukhoi has decreased from 89.60% as
at 31 December 2011 to 86.91% as at 31 December 2012.

Revaluation reserve

Revaluation reserve relates to the revaluation of pre-combination interest held by
the Group before acquisition of the controlling interest in JSC Irkut Corporation in
2007.
(d) Translation reserve

In September 2013 the Company initiated a closed-subscription issue of 651,353
ordinary shares all with par value of RUB 1,000 each for the benefit of the Russian
Federation.

The translation reserve comprises all foreign currency differences arising from
the translation of the financial statements of Group subsidiaries with a functional
currency other than the Russian Rouble.
(e)

Contribution to equity of JSC Company Sukhoi for the total consideration of
RUB 1,596 mln was fully paid in cash in 2013. The issue was completed and registered
in February 2013.

Treasury shares

The reserve for the Company’s own shares comprises the cost of the Company’s
shares held by the Group. At the reporting date the Group held 309,894,828 (2012:
309,894,828) of its own shares.

As at 31 December 2013 share capital of the Company comprised of 25,611,647 fully
paid ordinary shares all with par value of RUB 1,000 each.
In 2012 the Federal Agency for State property management acting on behalf of the
Russian Federation further contributed RUB 157 mln directly to the share capital of
the Group’s subsidiary JSC Nizhniy Novgorod Aircraft Plant Sokol.

(f) Dividends and dividend limitations
Profits available for distribution to ordinary shareholders in respect of any
reporting period are determined by reference to the financial statements of
the Company prepared in accordance with the laws of the Russian Federation
and Russian Accounting Principles and denominated in Russian roubles.
At 31 December 2013 the Company had accumulated losses amounting

(h)

NCI

The following table summarises the information relating to each of the Group’s
subsidiaries that has material NCI, before any intra-group eliminations.

31 December 2013

Mln RUB
NCI percentage

CJSC Sukhoi Civil
Aircraft

JSC Corporation
Irkut

JSC Company
Sukhoi

JSC RSK MiG
37.23%

37.61%

6.18%

16.81%

Non-current assets

50,398

23,941

49,046

29,300

Current assets

31,808

52,677

76,646

65,343
(23,899)

Non-current liabilities

(48,448)

(24,322)

(40,825)

Current liabilities

(46,776)

(25,396)

(56,000)

(82,529)

(13,017)

26,901

28,867

(11,785)

Net assets
Carrying amount of NCI

(6,825)

1,867

3,432

(4,363)

Revenue

16,362

60,694

65,229

33,851

Gross profit

(2,186)

15,870

13,970

9,770

Profit

(7,010)

1,166

(115)

(2,788)

OCI

Other
individually
immaterial
subsidiaries

Total

2,028

(3,861)

–

(117)

(902)

(963)

Total comprehensive income

(7,010)

1,049

(256)

(3,751)

Profit allocated to NCI

(2,637)

72

(19)

(1,038)

(55)

(3,677)

–

(7)

(152)

–

(15)

(174)

Cash flows from operating activities

(13,279)

5,942

(5,782)

2,834

Cash flows from investment activities

(2,706)

(2,868)

(7,616)

(2,824)

Cash flows from financing activities

11,174

(3,408)

11,426

1,037

(4,811)

(334)

(1,972)

1,047

CJSC Sukhoi Civil
Aircraft

JSC Corporation
Irkut

JSC Company
Sukhoi

JSC RSK MiG

35.68%

5.98%

13.09%

41.58%

OCI allocated to NCI

Net increase (decrease) in cash and cash equivalents

31 December 2012

Mln RUB
NCI percentage
Non-current assets

43,608

20,417

34,094

29,170

Current assets

28,867

60,251

58,281

63,075

Non-current liabilities

(37,372)

(15,914)

(18,908)

(31,376)

Current liabilities

(43,475)

(40,676)

(39,643)

(69,771)

Net assets

(8,372)

24,079

33,824

(8,902)

(3,656)

1,723

3,441

(3,702)

6,153

47,599

67,544

20,083

Carrying amount of NCI
Revenue
Gross profit

Other
individually
immaterial
subsidiaries

Total

425

(1,769)

(604)

11,435

19,734

5,062

(3,459)

999

1,923

(5,238)

(367)

(933)

373

(963)

(3,826)

66

2,296

(6,201)

(1,234)

60

1,033

(2,178)

(2,512)

(4,831)

(131)

(56)

132

(98)

(7)

(160)

Cash flows from operating activities

(7,754)

17,572

(4,158)

(6,993)

Cash flows from investment activities

(5,331)

(5,290)

(3,848)

1,050

Cash flows from financing activities

18,057

(9,030)

7,616

6,375

Net increase (decrease) in cash and cash equivalents

4,972

3,252

(390)

432

Profit
OCI
Total comprehensive income
Profit allocated to NCI
OCI allocated to NCI
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>> 23   Loss per share

Mln RUB

2013

Secured bank loans

56,892

48,325

Unsecured bank loans

49,134

24,787

Unsecured borrowings

–

925

Unsecured bonds issued
Thousands of shares

2013

Issued shares at 1 January
Own shares at 1 January

201,925,963

(309,895)

(309,895)

–

–

Effect of shares issued in July 2011
Effect of shares issued in January 2012

–

2,528,466

Effect of shares issued in June 2012

–

5,420,949

219,344,894

209,565,484

Weighted average number of shares for the year ended
31 December

–

5,052

46,280

Finance lease liabilities

508

1,066

Other loans

112

808

157,978

122,191

Total

Mln RUB

2013

2012

Current liabilities

>> 24   Loans and borrowings
This note provides information about the contractual terms of the Group’s loans
and borrowings, which are measured at amortised cost. For more information
about the Group’s exposure to interest rate, foreign currency and liquidity risk, see
note 29.

(a)

46,280

Secured bonds issued

2012

219,654,789

2012

Non-current liabilities

The calculation of basic loss per share at 31 December 2013 is based on the loss
attributable to ordinary shareholders of RUB 8,733 mln (2012: RUB 819 mln), and a
weighted average number of ordinary shares outstanding of 219,344,894 thousand
shares (2012: 209,565,484 thousand shares), calculated as shown below. The
Company has no dilutive potential ordinary shares.

Secured bank loans

32,928

33,445

Unsecured bank loans

60,695

44,742

Unsecured borrowings

1,008

583

Unsecured bonds issued

5,968

11,858

Secured bonds issued

1,146

1,136

896

1,065

Finance lease liabilities
Other loans
Total

161

179

102,802

93,008

Terms and debt repayment schedule

2013
Mln RUB

Secured bank loans:

Unsecured bank loans:

Currency

2012

Year
of maturity

Nominal interest rate

Face value

Carrying
amount

Face value
23,844

Carrying
amount

RUB

7%–15%

2014–2018

27,586

27,641

RUB

10%–12%

2021–2022

3,173

3,173

23,908

RUB

Mosprime + 3%

2013–2014

1,310

1,310

1,310

1,310

USD

5%–11%

2014–2016

13,411

13,436

24,474

24,518

USD

7%–9%

2015–2027

29,074

29,072

16,742

16,742

USD

Libor +3–9%

2014–2017

5,968

5,968

6,596

6,596

EUR

6%–7%

2014

8,722

8,739

8,187

8,202

GBP

9%

2014–2020

481

481

494

494

RUB

3%–14%

2014–2018

43,651

43,680

25,487

25,504

USD

3%–10%

2014–2018

51,350

51,387

25,994

25,841

USD

Libor + 3%–9%

2014–2018

3,674

3,674

8,069

8,069

USD

7,04%–9%

2022–2023

3,763

3,769

2,354

2,348

EUR

5%–8%

2014–2018

1,141

1,141

1,312

1,312

EUR

Euribor +1–7%

2014–2017

5,964

5,964

6,228

6,228

GBP

11%

2014–2020

214

214

227

227

Unsecured borrowings:

USD

6%

2014

1,006

1,008

1,498

1,508

Unsecured bonds issued:

RUB

7,23–9,61%

2014–2015

5,968

5,968

11,735

11,858

RUB

9%

2023

5,000

5,052

–

–

RUB

8%

2014

–

1,146

–

1,136

RUB

8%

2020

46,280

46,280

46,280

46,280

RUB

0%–27%

2014–2017

299

299

267

268

USD

0%

2014–2017

140

140

141

141

USD

10%–14%

2014–2017

289

289

347

347

EUR

8%–22%

2014–2016

676

676

1,375

1,375

RUB

0%

2014–2019

199

199

186

186

USD

0%

2014

429

429

EUR

0%

2014

Secured bonds issued:

Finance lease liabilities:

Other loans:

Total

(b)

Security

(d)

Group loans are secured over property, plant and equipment with a carrying
amount of
RUB 2,957 mln (31 December 2012: RUB 4,872 mln), inventory with a carrying
amount of RUB 184 mln (31 December 2012: RUB 747 mln), titles to rent of land
plots with an area of 684 square metres (2012: 1,313,106 sq.m).
Also there are pledged rights to receive future revenues from export sales of
Sukhoi Group, Irkut Group, JSC RSK MiG and other Group entities.
(c)

74

372

372

260,780

213,948

215,199

Covenants compliance

In October 2013 the Group subsidiary CJSC Sukhoi Civil Aircraft obtained a
permanent waiver from EBRD with respect to certain loan covenants for the entire
period of the loan agreement which enabled the Group to present related liability
as long-term regardless of being in breach of these covenants.
(e) Finance lease liabilities as at 31 December 2013 are payable as
follows:
31 December 2013

Bonds issued

As at 22 February 2011 the Federal Agency on Financial Markets of Russia
registered the issue of unconvertible coupon bonds of the Company in a quantity
of 46,280,000 thousands with a par value of RUB 1,000. Bonds have 18 coupon
periods. Duration of 1-17 coupon periods is established equal to 182 days
with a coupon rate of 8% per annum. The duration of the 18th coupon period is
established equal to 196 days. Bonds are secured with the state guarantee of the
Russian Federation. The funds raised from placement of the bonds were used
for repayment and restructuring of bank loans for the purpose of financing the
development and production activities of the Group.

Joint Stock Company United Aircraft Corporation
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259,413
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Mln RUB

Future minimum
lease payments

Interest

Present value of minimum
lease payments

Less than one year

988

92

Between one and five years

530

22

508

1,518

114

1,404

Total

896

Supplements
31 December 2012

Mln RUB

Future minimum
lease payments

Interest

Present value of
minimum lease payments

Less than one year

1,249

184

1,065

Between one and five years

1,175

109

1,066

2,424

293

2,131

Total

Certain Group subsidiaries make contributions to defined benefit plans that provide
benefits for employees upon retirement in the form of life pensions, pensions with
a limited number of years of payout or one-off lump-sum payments upon employee
retirement. All of those plans entitle a retired employee to receive payments calculated
based on the number of years of service and other factors representing individual
merit of performance during individual service period. Those factors also determine
whether the pension is life pension or a pension with limited number of years of payout.
Amounts of lump-sum payments are also determined based on the number of years of
services upon retirement.
Movements in the present value of the defined benefit obligations:

For more information about the Group’s exposure to interest rate and foreign
currency risk, see note 29.

Mln RUB

2013

Defined benefit obligations at 1 January

>> 25   Trade and other payables

Current service cost

The Group’s exposure to currency and liquidity risk related to trade and other
payables is disclosed in note 29.
2013

2012

Advances from customers, unrelated to construction contracts

62,480

47,625

Advances related to construction contracts

17,133

36,675

Trade payables

34,987

32,969

Other payables

7,759

9,836

Settlements with employees

5,615

4,051

VAT payable

1,694

2,355

Other tax payable

2,529

2,190

132,197

135,701

Total
Non-current liabilities
Advances from customers, unrelated to construction contracts
Trade payables
Other payables

5,113

2,342

331

304

180

37,120

5,624

169,317

141,325

Total
Total current and non-current liabilities

34,474

229

(83)

(237)

(347)

(264)

Forex differences

(3)

36

(5,026)

(4,579)

Movements in the present value of plan assets:
Mln RUB

2013

Fair value of plan assets at 1 January

2012

863

Expected return on plan’s assets
Benefits paid by the plan

896

65

61

(179)

(183)

Contributions paid into the plan

125

157

Actuarial gain/(loss)

(24)

(68)

Fair value of plan assets at 31 December

850

863

Plan assets comprise low-risk fixed income instruments.
Expense recognised in the statement of income:
Mln RUB

Expected return on plan’s assets

The development of the MS-21 and Sukhoi Super Jet 100 aircraft is included in
the Federal Target Program “Development of the civil aircraft for 2002–2010 and
for the period until 2015” approved by the Decision of the Federal Government
of the Russian Federation No. 728 dated 15 October 2001. In accordance with
this program, the Company receives financing from the Federal Government.
Relevant funds are received under contracts with the Ministry of Industry and Trade
(Minpromtorg) which are structured as contracts for development services, as well
as in the form of direct subsidies from the budget to cover certain types of expenses.

(289)

Actuarial gain/(loss)

Current service cost

>> 26   Government grants

(282)
266

Defined benefit obligations at 31 December

Current liabilities

(4,054)

Benefits paid

Interest cost
Mln RUB

2012

(4,579)

Interest expenses
Total recognised in profit or loss
Actuarial gains and losses recognised in other comprehensive
income
Total

2013

2012

(282)

(289)

65

61

(347)

(264)

(564)

(492)

(107)

(305)

(671)

(797)

As described in note 3(e)(ii), management applies judgement in determination
of whether proceeds related to externally financed research and development
contracts with government related entities should be accounted as government
grants.

The calculation of the defined benefit obligation is sensitive to the mortality
assumptions set out above. As the actuarial estimates of mortality continue to be
refined, an increase of one year in the lives shown above is considered reasonably
possible in the next financial year.

The summary of government grants received by the Group is presented below.

Principal actuarial assumptions at the reporting date (expressed as weighted
averages) are as follows:

Mln RUB

2013

Grants related to development costs
Total

99

1,307

99

Government grants related to income

636

Government grants related to compensation of interest
expense
Total

2012

1,307

456

2,763

1,174

4,706

1,729

2013

2012

Discount rate

Mln RUB

7.9%

7.2%

Expected rate of return on plans assets

7.9%

7.2%

Future pension and salary increases

5.5%

5.5%

Average life expectancy of members from the date of retirement:
Male

12 years

12 years

Female

20 years

20 years

>> 27   Employee benefits
Mln RUB

2013

Fair value of plan assets
Present value of obligations
Deficit in the plan
Total employee benefit liabilities

2012

850

863

(5,026)

(4,579)

(4,176)

(3,716)

(4,176)

(3,716)

>> 28   Provisions
2013
Mln RUB
Balance at 1 January

2012

Warranty

Onerous
contracts

Other

Total

Warranty

Onerous
contracts

Other

1,503

536

538

2,577

1,580

682

887

Total
3,149

Provisions made during the year

1,269

4

407

1,680

869

6

481

1,356

Provisions used during the year

(517)

–

(1)

(518)

(867)

9

(441)

(1,299)

Provisions reversed during the year

(847)

(403)

(68)

(1,318)

(76)

(161)

(389)

(626)

–

–

–

–

(3)

–

–

(3)

1,408

137

876

2,421

1,503

536

538

2,577

Foreign exchange differences
Balance at 31 December
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(a) Warranty

(a) Credit risk

The Group provides product warranties in conjunction with certain product
sales. Generally, aircraft sales are accompanied by a twelve to eighteen month
warranty period that covers systems, accessories, equipment, parts and software
manufactured by the Group to certain contractual specifications. Warranty
coverage includes non-conformance to specifications and defects in material and
workmanship.

The carrying amount of financial assets represents the maximum credit exposure.
The maximum exposure to credit risk at the reporting date was:
Mln RUB

Deposits

412

1,062

1,394

40,206

31,413

Costs incurred and recognized profits on construction contracts

16,140

20,960

Cash and cash equivalents

Exposure to credit, interest rate and currency risk arises in the normal course of
the Group’s business.

852

601

Trade receivables

Other receivables

>> 29   Financial instruments

2012

3,668

Loans given

The warranty liability recorded at each balance sheet date reflects the estimated
number of months of warranty coverage outstanding for products produced
times the expected monthly warranty payments, as well as additional amounts, if
necessary, for certain major warranty issues that exceed a normal claims level.

(b)

2013

Finance lease receivables

Total

5,342

8,777

59,098

52,453

126,117

116,261

Impairment losses

The ageing of trade receivables at the reporting date was:
2013

Mln RUB
Not past due (with a start date up to 50 days)
Past due 0–360 days
Past due more than one year
Total

The movement in the provision for impairment in respect of trade receivables
during the year was as follows:
Mln RUB
Balance as at 1 January
Impairment loss recognised
Balance as at 31 December

2013

2012

2,848

2,562

909

283

3,757

2,848

2012

Gross

Impairment

Gross

39,692

(143)

27,551

Impairment
(90)

629

(95)

4,097

(145)

3,642

(3,519)

2,613

(2,613)

43,963

(3,757)

34,261

(2,848)

The provision in respect of trade receivables and held-to-maturity investments
is used to record impairment losses unless the Group is satisfied that no
recovery of the amount owed is possible; at that point the amounts are
considered irrecoverable and are written off against the financial asset directly.
At 31 December 2013 and at 31 December 2012 the Group does not have any
collective impairment on its trade receivables or its held-to-maturity investments.
(c)

Liquidity risk

The following are the contractual maturities of financial liabilities, including
estimated interest payments and excluding the impact of netting agreements:
Based on historic default rates, the Group believes that no impairment provision
is necessary in respect of trade receivables not past due or past due by up to 360
days.
31 December 2013

Mln RUB
Secured bank loans

Carrying
amount

Contractual cash f lows

12 month or less

2–3 years

4–5 years

More than
5 years

89,820

175,619

69,677

55,260

21,615

29,067

Unsecured bank loans

109,829

138,554

69,342

42,404

15,502

11,306

Unsecured borrowings

1,008

1,225

1,094

131

–

–

Secured bonds issued

47,426

70,422

4,849

7,405

7,405

50,763

Unsecured bonds issued

11,020

8,361

6,595

883

883

–

1,404

1,483

965

499

8

11
21

Finance lease liabilities
Other loans
Trade and other payables
Total

273

712

421

202

68

47,921

47,921

45,276

2,645

–

–

308,701

444,297

198,219

109,429

45,481

91,168

31 December 2012
Carrying
amount

Contractual cash f lows

12 month or less

2–3 years

4–5 years

Secured bank loans

81,770

90,133

37,458

13,531

12,081

27,062

Unsecured bank loans

69,529

77,129

50,111

6,940

6,197

13,881

Unsecured borrowings

1,508

1,659

641

1,018

–

–

Secured bonds issued

11,858

13,044

13,044

–

–

–

Unsecured bonds issued

47,416

58,614

1,227

3,702

3,702

49,982

2,131

2,424

1,249

1,153

22

–

987

1,086

197

889

–

–

43,319

43,319

42,807

512

–

–

258,518

287,407

146,734

27,745

22,002

90,925

Mln RUB

Finance lease liabilities
Other loans
Trade and other payables
Итого

(d)

More than
5 years

Currency risk

The Group is exposed to currency risk on sales, purchases and borrowings that are denominated in currencies other than the respective functional currencies of Group
entities, primarily the Rubles (RUB), but also U.S. Dollars (USD) which is the functional currency of the Group’s subsidiary JSC Irkut Corporation and CJSC Sukhoi Civil
Aircraft. The currencies in which these transactions primarily are dominated are USD, EUR and RUB:
31 December 2013

Mln RUB

31 December 2012

USD

EUR

RUB

USD

EUR

RUB

Cash and cash equivalents

11,190

1,677

8,657

6,850

3,519

6,655

Trade and other receivables

17,431

2,930

7,592

27,750

838

1,300

6,298

3,476

3,423

12,668

3,476

3,531

(14,711)

(8,739)

(3,037)

(47,856)

(8,202)

(1,128)

Unsecured bank loans

(33,896)

(7,105)

(5,694)

(36,258)

(7,540)

(776)

Unsecured borrowings

(1,008)

–

–

(1,508)

–

(7,635)

–

–

(11,020)

–

–

(5,139)

Costs incurred and recognised profits on construction contracts
Secured bank loans

Unsecured bonds issued

Joint Stock Company United Aircraft Corporation
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Supplements
31 December 2013

Mln RUB

EUR

RUB

USD

EUR

(140)

(677)

(5)

(488)

(1 375)

–

(74)

–

(429)

(372)

–

(15,773)

(3,390)

(7,989)

(20,444)

(4,146)

(4,201)

(30,609)

(11,902)

(8,073)

(59,715)

(13,802)

(7,399)

–

–

–

(4,806)

–

5,201

(30,609)

(11,902)

(8,073)

(54,909)

(13,802)

(2,198)

Finance lease liabilities
Other loans
Trade and other payables
Gross exposure
Forward exchange contracts
Net exposure

The following significant exchange rates applied during the year:

RUB

Average rate

31 December 2012

USD

Reporting date spot rate

2012

2013

2012

USD

31.85

31.09

32.73

30.37

EUR

42.31

39.95

44.97

40.29

>> 30   Operating lease
Mln RUB

2013

Less than one year
Between one and five years
More than five years

Sensitivity analysis

A 10% strengthening (weakening) of RUB against the USD and EUR based on the
Group’s exposure at the reporting date would have increased (decreased) net
profit for the year by RUB 2,755 mln (2012: RUB 5,321 mln).

Total

(f) Interest rate risk

>> 31   Contingencies

(i)

(a) Insurance

Profile

At the reporting date the interest rate profile of the Group’s interest-bearing
financial instruments was:
Carrying amount

Mln RUB

2013

2012

Fixed rate instruments
Financial assets
Financial liabilities

4,847

9,776

(230,977)

(187,711)

(226,130)

(177,935)

Variable rate instruments
Financial liabilities

(29,803)

(27,488)

(29,803)

(27,488)

(ii) Fair value sensitivity analysis for fixed rate instruments
The Group does not recognize any fixed rate financial assets and liabilities at
fair value through profit or loss, and the Group does not designate derivatives
as hedging instruments under a fair value hedge accounting model. Therefore
a change in interest rates at the reporting date would not affect equity or net profit
for the year.
(iii) Cash flow sensitivity analysis for variable rate instruments
An increase of one percentage point in interest rates based on the Group’s
exposure at the reporting date for 2013 would have increased loss for the year by
RUB 231 mln (31 December 2012: RUB 213 mln). The analysis assumes that all
other variables, in particular foreign currency rates, remain constant.
(g) Fair values
The Company estimates the fair value of its financial assets and liabilities not to be
materially different from their current values. For receivables and payables with
a remaining useful life of less than one year their notional amount is deemed to reflect
their fair value. For loans and borrowings and all other financial instruments fair value
is determined based on discounted future principal and interest cash flows.
The interest rates used to discount estimated cash flows, where applicable, are
based on the market rates of instruments with similar market risk exposure and are
disclosed in Note 24.
The following table shows the carrying amounts and fair values of financial assets and
financial liabilities, including their levels in the fair value hierarchy. It does not include
fair value information for financial assets and financial liabilities not measured at fair
value if the carrying amount is a reasonable approximation of fair value:
31 December 2013

Mln RUB

Carrying
amount

Fair value
Level 1

Level 2

Total

Financial liabilities not measured at fair value
Unsecured bond issue

(52,478)

(52,457)

–

(52,457)

(52,478)

(52,457)

–

(52,457)

31 December 2012

Mln RUB

Carrying
amount

Fair value
Level 1

Level 2

Total

Financial assets measured at fair value
Forward contracts used for hedging

426

–

426

426

426

–

426

426

(52,684)

(52,836)

–

(52,836)

(52,684)

(52,836)

–

(52,836)

Financial liabilities not measured at fair value
Unsecured bond issue

(6)

The basis for determining fair values is disclosed in note 4.

2013

(e)

RUB

2012

548

241

1,718

1,036

7,675

10,175

9,941

11,452

The insurance industry in the Russian Federation is in a developing state and
many forms of insurance protection common in other parts of the world are not yet
generally available. The Group does not have full coverage for its plant facilities,
business interruption, or third party liability in respect of property or environmental
damage arising from accidents on Group property or relating to Group operations.
Until the Group obtains adequate insurance coverage, there is a risk that the
loss or destruction of certain assets could have a material adverse effect on the
Group’s operations and financial position.
(b)
(i)

Litigation
Claims against JSC Finance Leasing Company

There were no significant litigations and claims against the Group during 2013.
As for 2011, certain banks and other creditors claimed for reimbursement of losses
from a Group subsidiary JSC Finance Leasing Company (FLC) after FLC refused to
meet its obligations as a result of significant deterioration of its financial position
in 2007–2008. Responding to certain claims of management fraud within FLC and
undue spending of funds the Russian authorities initiated a criminal investigation
against certain individuals with management responsibilities in FLC during
2007–2008.
During 2011–2012 certain creditors claimed for JSC FLC bankruptcy and in
September 2012 Moscow Arbitration Court declared the Group’s subsidiary JSC
FLC as bankrupt. Bankruptcy proceedings have been initiated for a 6 months term
as a result. Thus, the Group lost control over JSC FLC in September 2012 and
ceased consolidation of the subsidiary, thereafter.
In accordance with Russian legislation, neither the Parent company nor other
entities of the Group are liable for claims against FLC’s apart from those directly
related to contract obligations, which the Company’s management assesses as
not significant. Therefore the Company’s management believes that the Group
will not suffer from any additional liabilities regarding FLC and will not be exposed
to any cash outflows relating to FLC as the Group does not have any plans or
obligations to provide direct financial support.
(c)

Taxation contingencies

The taxation system in the Russian Federation continues to evolve and is
characterised by frequent changes in legislation, official pronouncements and court
decisions, which are sometimes contradictory and subject to varying interpretation
by different tax authorities. Taxes are subject to review and investigation by a number
of authorities, which have the authority to impose severe fines, penalties and interest
charges. A tax year remains open for review by the tax authorities during the three
subsequent calendar years; however, under certain circumstances a tax year may
remain open longer. Recent events within the Russian Federation suggest that the
tax authorities are taking a more assertive and substance-based position in their
interpretation and enforcement of tax legislation.
New transfer pricing legislation enacted in the Russian Federation starting from 1
January 2012 provides for major modifications making local transfer pricing rules
closer to OECD guidelines, but creating additional uncertainty in practical application
of tax legislation in certain circumstances. The new transfer pricing rules introduce an
obligation for the taxpayers to prepare transfer pricing documentation with respect
to controlled transactions and prescribe new basis and mechanisms for accruing
additional taxes and interest in case prices in the controlled transactions differ from
the market level. The new transfer pricing rules eliminated the 20-percent price
safe harbour that existed under the previous transfer pricing rules applicable to
transactions on or prior to 31 December 2011.
The new transfer pricing rules primarily apply to cross-border transactions between
related parties, as well as to certain cross-border transactions between independent
parties, as determined under the Russian Tax Code. In addition, the rules apply to
in-country transactions between related parties if the accumulated annual volume of
the transactions between the same parties exceeds a particular threshold (RUB 3 bln
in 2012, RUB 2 bln in 2013, and RUB 1 bln in 2014 and thereon).
Since there is no practice of applying the new transfer pricing rules by the tax
authorities and courts, it is difficult to predict the effect of the new transfer pricing
rules on these consolidated financial statements.
These circumstances may create tax risks in the Russian Federation that are
substantially more significant than in other countries. Management believes that it
has provided adequately for tax liabilities based on its interpretations of applicable
Russian tax legislation, official pronouncements and court decisions. However,
the interpretations of the relevant authorities could differ and the effect on these
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consolidated financial statements, if the authorities were successful in enforcing their
interpretations, could be significant.
(d)

Environmental contingencies

Governmental authorities are continually considering environmental regulations
and their enforcement and the Group periodically evaluates its obligations related
thereto. As obligations are determined, they are recognised immediately. The
outcome of environmental liabilities under proposed or any future legislation,
or as a result of stricter enforcement of existing legislation, cannot reasonably
be estimated. Under current levels of enforcement of existing legislation,
management believes there are no liabilities, which will have a materially adverse
effect on the financial position or the operating results of the Group.
(e)

Assets value guarantee

Certain contracts for aircraft delivery include the obligation of an asset value
guarantee whereby the Company is obliged to repurchase the aircraft at a specific
date after its delivery for a predetermined value at the customer’s request (Note
3(m)(ii)). According to the management assessment the guarantees provided do
not bear significant financial risks at the reporting date.
The following factors contribute to this assessment:
the estimated fair values of the aircraft at the guarantee exercise date are expected
to sufficiently exceed the guarantee values;
the exercise dates of the outstanding asset value guarantees fall on the 10th
anniversary after aircraft delivery which represents at least half of average aircraft
useful life;
the substantial portion of maintenance costs required to keep the aircraft in the
adequate airworthiness condition are borne by the customers.

•
•
•

As at 31 December 2013 the Group is committed to capital expenditure of
approximately RUB 31,322 mln (2012: RUB 21,489 mln).

>> 32   Related party transactions

The Federal Government of Russian Federation is the ultimate controlling party
of the Group. Related parties disclosures (Note 32 (с)) as at 31 December 2013
include balances with other government related entities.

Key management personnel compensation
Key management received the following remuneration during the year, which is
included in personnel costs (see note 8):
2013
897

879

Compulsory social security contributions

121

122

1,018

1,001

Transactions with government related entities

The Group is indirectly owned by the Federal Government of the Russian Federation
(2013: 84.67%, 2012: 84.33%). The Group operates in an industry dominated by
entities directly or indirectly controlled by the Federal Government of the Russian
Federation through its government authorities, agencies, affiliation and other
organisations (collectively referred to as “government related entities”). The Group
has transactions with other government related entities including but not limited
to sales and purchases of goods and ancillary materials, rendering and receiving
services, lease of assets, depositing and borrowing money, and use of public
utilities.
These transactions are conducted in the ordinary cause of the Group’s business
generally on terms comparable to those with other entities that are not government
related. The Group has established procurement policies and approval process
for purchases of products and services, which are independent of whether the
counterparties are government-related entities or not. As discussed in the note
1(a), the core business of the Group is manufacturing of military and civil aircraft
and rendering services related to principal activity under contracts with Russian
and foreign governments, where substantial part such contracts is attributed to
Russian government. The nature and amount of related contractual arrangements
with government related entities may depend on various factors, such as complexity
and quantity of product, availability of State budget financing and presence of other
government objectives. The Group management monitors the size, terms and other
relevant factors of related arrangements in order to determine whether those would
collectively lead to a particular transaction to qualify as individually significant.
For the year ended 31 December 2013 management estimated that the aggregate
amount of the Group’s collectively significant transactions with government related
entities is up to 52% (2012: up to 49%) of its revenues, at least 35% (2012: at least
32%) of its purchases of materials, equipment and services, and up to 63% of its
borrowings (2012: up to 49%).
The Group also benefited from compensation of borrowing costs related to
financing of export military goods from the government of Russian Federation.
This government grant was provided following the Regulation of the Government
of Russian Federation #357 and #961 dated 6 June 2005 and 25 October 2013
correspondingly for partial compensation of borrowing costs incurred by Russian
entities engaged in export of industrial products and with financing obtained from
Russian banks. Majority of balance of other receivables and originated loans
comprises of receivable related to the program. Management expects that the
Group will continue to qualify for further compensation in the future.
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2013

2012

83.19%

86.91%

JSC OKB Sukhogo*

–

51.64%

JSC Komsomolsk-na-Amure Aviation Production
Association*

–

90.15%

JSC Novosibirsk Aviation Production Association*

–

89.74%

CJSC Sukhoi Civil Aircraft

62.39%

64.32%

CJSC Sukhoi new civil technologies

83.19%

86.91%

JSC Irkut Corporation

93.82%

94.02%

JSC OKB Imeni A.S. Yakovlev

78.70%

78.61%

CJSC Beta-Ir

70.06%

69.97%

JSC Tupolev

91.85%

95.52%

JSC TANTK Imeni G.M. Berieva

96.67%

90.19%

СJSC Aviastar-SP

99.23%

99.54%

100.00%

100.00%

Irkut Group

Other

JSC Il

87.47%

87.06%

JSC VASO

96.25%

96.23%

LLC UAC-Antonov

50.00%

50.00%

JSC Nizhniy Novgorod Aircraft Plant Sokol

99.98%

89.33%

CJSC Aerocompozit

99.49%

99.60%

JSC KAPO
JSC Myasishchev Design Bureau
CJSC Il-Resours

100%

100%

62.77%

58.42%

96.57%

100.00%

100.00%

100.00%

87.47%

87.06%

CJSC KAPO-Compozit

100.00%

100.00%

CJSC Aerocompozit-Ulyanovsk

100.00%

100.00%

93.25%

100.00%

* in 2013 JSC OKB Sukhogo, JSC Komsomolsk-na-Amure Aviation Production Association, JSC
Novosibirsk Aviation Production Association were merged with JSC Company Sukhoi.

In addition, the Group has other subsidiaries, which are not material to the Group,
either individually or in aggregate.

2012

Wages and salaries

(c)

JSC Company Sukhoi*

CJSC M. M. Gromov Flight Research Institute

Transactions with management

Effective ownership

Sukhoi Group

JSC RSK MiG

Related parties comprise the shareholders of the Parent company and all other
companies in which those shareholders, either individually or together, have
a controlling interest.

Total

Entity of the Group

LLC UAC-Integration Center

(a) Control relationship

Mln RUB

The list of significant subsidiaries as at 31 December 2013 and 31 December 2012
is presented below.

JSC OAK-TS

(f) Capital commitments

(b)

>> 33   Significant subsidiaries

>> 34   EBITDA
Management assesses financial results of Group’s activity according to EBITDA,
which is calculated as profit (loss) before tax adjusted for net finance costs/
(income), depreciation of property, plant and equipment (PPE), amortization of
Intangible assets (IA), charge for impairment of PPE and IA, and extraordinary
items. Since this term is not a standard IFRS measure, the Group’s definition of
EBITDA may differ from that of other companies.
Mln RUB
Loss before income tax

2013

2012

(12,832)

(7,070)

Net finance costs

14,925

7,827

EBIT

2,093

217

12,646

10,402

Adjustments for

Adjustments for
Depreciation of property, plant and equipment
Amortization of intangible assets
Gain on disposal of JSC “FLC”
EBITDA

3,439

1,713

–

(7,849)

18,178

4,483

>> 35   Events subsequent to the reporting date
After signing a number of agreements, beginning with the second half of 2014 nine
aircraft repair plants, formerly part of the structure of Oboronservis will go to the
trust management of JSC UAC.
In March 2014 the Extraordinary General Meeting of shareholders in a subsidiary
of JSC Tupolev it was decided to reorganize by a merger with another subsidiary of
JSC KAPO.

Supplements

GRI Compliance
Table
Preparing its annual reports JSC UAC is committed to comply not only with
statutory requirements but also with best practices of information disclosure and
communication with external audiences.

The list of Standard Disclosures used in the report and information on their
location in the report is presented below (the table is prepared in compliance with
the G4 Sustainability Reporting Guidelines).

This report contains Standard Disclosures from the GRI Sustainability
Reporting Guidelines.

Level of disclosure

Location in
the report

Partially disclosed

p. 18–23

Partially disclosed

p. 50–52

G4-3   The name of the organization.

Disclosed

cover

G4-4   The primary brands, products, and services.

Disclosed

cover, p. 11,
p. 12–15

G4-5   The location of the organization’s headquarters.

Disclosed

p. 10

G4-6   The number of countries where the orgranization operates.

Disclosed

p. 10

G4-7   The nature of ownership and legal form.

Disclosed

p. 98–100

G4-8   The markets served.

Disclosed

p. 26–30

G4-9   The scale of the organization.

Disclosed

p. 2–3, p. 10,
p. 118–142

G4-10 The total number of employees with breakdown by categories.

Partially disclosed

p. 106–112

G4-12 The organization’s supply chain.

Partially disclosed

p. 56–65

G4-13 Significant changes during the reporting period regarding the organization’s size, structure or ownership.

Partially disclosed

p. 60, p. 98–100

Disclosed

p. 118–142

G4-24 List of stakeholder groups engaged by the organization.

Disclosed

p. 64, p. 102–103,
p. 106–114

G4-26 The organization’s approach to stakeholder engagement.

Disclosed

p. 64, p. 102–103,
p. 106–114

G4-28 Reporting period for information provided.

Disclosed

p. 18–23,
p. 56–73

G4-30 Reporting cycle.

Disclosed

p. 18–23,
p. 56–73

G4-31 Contact information.

Disclosed

cover

G4-32 ‘In accordance’ option the organization has chosen.

Disclosed

p. 143

G4-34 The governance structure of the organization.

Disclosed

p. 76–95

G4-35 The process for delegating authority from the highest governance body to senior executives and other employees.

Disclosed

p. 76–95

G4-36 Report whether the organization has appointed an executive-level positions with responsibility for economic, environmental and social topics.

Disclosed

p. 76–95

G4-37 Process for consultation between stakeholders and the highest governance body on economic, environmental and social topics.

Partially disclosed

p. 76–95

G4-38 The composition of highest governance body and its committees.

Disclosed

p. 76–95

G4-39 The composition of highest governance body and its committees.

Partially disclosed

p. 76–95

G4-40 The composition of highest governance body and its committees.

Partially disclosed

p. 76–88

G4-42 The highest governance body’s and senior executives’ roles in the development, approval, and updating of the organization’s purpose, values,
mission statements, strategies.

Disclosed

p. 76–95

G4-43 The measures taken to develop and enhance the highest governance’s body collective knowledge of economic, environmental and social topics.

Disclosed

p. 76–95

G4-44 The processes for evaluation of the highest governance body’s performance with respect to governance of economic, environmental and social
topics and actions taken in response to evaluation.

Partially disclosed

p. 94–95

G4-45 The highest governance body’s role in the identification and management of economic, environmental and social impacts, risks, and opportunities.
Stakeholder consultation used to support indentification of economic, environmental and social impacts, and risks.

Partially disclosed

p. 50–52,
p. 76–95

G4-46 The highest governance body’s role in reviewing the effectiveness of the organization’s risk management processes.

Partially disclosed

p. 50–52,
p. 76–95

G4-47 The frequency of the highest governance body’s review of economic, environmental and social impacts, risks, and opportunities.

Disclosed

p. 76–95

G4-49 The process for communicating critical concerns to the highest governance body.

Partially disclosed

p. 76–95

G4-50 The nature of total number of critical concerns that were communicated to the highest governance body and mechanisms used to resolve them.

Disclosed

p. 76–95

G4-51 The remuneration policies for the highest governance body and senior executives.

Partially disclosed

p. 76–95

Disclosed

p. 76, p. 102–103

Stakeholder Engagement
General Standard Disclosures
Strategy and Analysis
G4-1

Statement from the most senior decision-maker of the organization.

G4-2   Description of key impacts, risks, and opportunities.
Organizational Profile

Indentified Material Aspects and Boundaries
G4-17 All entities included in the organization’s consolidated financial statements.
Stakeholder Engagement

Report Profile

Governance

Ethics and Integrity
G4-56 The organization’s values, principles, standards and norms of behavior (codes of conduct and codes of ethics).
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Stakeholder Engagement

Level of disclosure

Location in
the report

SPECIFIC STANDARD DISCLOSURES
Category: Economic
G4-EC1   The direct economic value generated and distributed (EVG&D), including revenues, operating costs, employee wages and benefits, payments
to providers of capital payments to government and community investments.

Partially disclosed

p. 68–73,
p. 106–112

G4-EC4   Financial assistance received from government.

Partially disclosed

p. 118–142

Partially disclosed

p. 112

G4-EC7   Development and impact of infrastructure investments and services supported.

Partially disclosed

p. 113–114

G4-EC8   Significant indirect economic impacts, including the extent of impacts.

Partially disclosed

p. 26–30,
p. 106–114

G4-EN3   Energy consumption within the organization with breakdown of sources (renewable, non-renewable) and fuel types used.

Partially disclosed

p. 64–65

G4-EN11 Operational sites located in protected areas.

Partially disclosed

p. 114

G4-LA1   Total number and rates of new employee hires and employee turnover by age group, gender and region.

Partially disclosed

p. 106–112

G4-LA2   Benefits provided to employees.

Disclosed

p. 112

G4-LA8   Health and safety topics covered in formal agreements with trade unions.

Disclosed

p. 106–112

G4-LA10 Programs for skills management and lifelong learning of employees.

Disclosed

p. 106–112

G4-LA12 Composition of governance bodies and breakdown of employees per employee category according to indicators of diversity.

Partially disclosed

p. 106–112

G4-PR5   Results of surveys measuring customer satisfaction.

Partially disclosed

p. 56–65

G4-EC5

Ratios of standard entry level wage by gender compared to local minimum wage at significant locations of operation.

Category: Environmental

Category: Social

Internet Supplements
to the Annual Report
Internet supplements to present Annual Report are presented on the
Corporation’s website www.uacrussia.ru in Investor Relations section within the
“Annual Report for 2013 approved by the UAC General Meeting of Shareholders
(Minutes dated 02/07/2014)”, including (in Russian):

• List of related party transactions performed in 2013;
• Information on observance of the Corporate Conduct Code;
• Big transactions performed by UAC in 2013;
• JSC UAC non-consolidated accounting (financial) statements.

www.uacrussia.ru/en
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