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Summary of significant accounting policies
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred income tax assets and liabilities relate to income
taxes levied by the same taxation authority on either the same taxable entity or different taxable entities where
there is an intention to settle the balances on a net basis. Deferred tax assets and liabilities are netted within the
consolidated group of taxpayers (CGT) and within individual companies of the Group for the entities that are not
members of the CGT.
The Group’s uncertain tax positions are reassessed by management at the end of each reporting period. Liabilities are recorded for income tax positions that are determined by management as more likely than not to result
in additional taxes being levied if the positions were to be challenged by the tax authorities. The assessment
is based on the interpretation of tax laws that have been enacted or substantively enacted by the end of the
reporting period, and any known court or other rulings on such issues. Liabilities for penalties, interest and taxes
other than on income are recognised based on management’s best estimate of the expenditure required to settle
the obligations at the end of the reporting period. Adjustments for uncertain income tax positions are recorded
within the income tax charge. Interest incurred in relation to taxation is included in finance costs in the consolidated statement of profit or loss. Provisions are maintained, and updated if necessary, for the period over which
the respective tax positions remain subject to review by the tax and customs authorities, being 3 years from the
year of filing.

2.24 Fair value measurement
Fair values of financial instruments measured at amortised cost are disclosed in Note 32.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:
•• In the principal market for the asset or liability, or
•• In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.
A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:
•• Level 1 – quoted (unadjusted) market prices in active markets for identical assets or liabilities;
•• Level 2 – valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly observable;
•• Level 3 – valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on
the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period.

2.25 Income and expense recognition
Income and expenses are recognised on an accrual basis as earned or incurred. Recognition of the principal types
of income and expenses is as follows:

franchisee fees received by the Group are deferred and recognised over the contractual term. Revenue from advertising services is recognised based on contractual agreements. Revenues are measured at the fair value of the
consideration received or receivable. Revenues are recognised net of value added tax.
The Group has a loyalty card scheme. Discounts earned by customers through loyalty cards are recorded by the
Group by allocating some of the consideration received from the initial sales transaction to the award credits and
deferring the recognition of revenue.

(b) Cost of sales
Cost of sales includes the purchase price of the products sold and other costs incurred in bringing the inventories
to the location and condition ready for sale, i.e. retail outlets. These costs include costs of purchasing, storing,
rent, salaries and transporting the products to the extent it relates to bringing the inventories to the location
and condition ready for sale.
The Group receives various types of allowances from suppliers in the form of volume discounts and other forms
of payment. In accounting for supplier bonuses received by the Group, the Group determined that these bonuses
are a reduction in prices paid for the product and are reported as part of the cost of sales as the related inventory
is sold. Bonuses receivable from suppliers in cash are presented as trade receivables.

(c) Interest income and expense
Interest income and expense are recognised on an effective yield basis.

(d) Selling, general and administrative expenses
Selling expenses consist of salaries and wages of stores employees, store expenses, rent or depreciation of
stores, utilities, advertising costs and other selling expenses. General and administrative expenses include costs
of salaries and wages of support office employees, rent and depreciation of support offices, impairment and
amortisation charges of non-current assets and other general and administrative expenses. Selling, general and
administrative expenses are recognised on an accrual basis as incurred.

2.26 Impairment of non-current assets other than goodwill
The Group periodically assesses whether there is any indication that non-current assets may be impaired. If any such indicators exist, the Group estimates the recoverable amount of the asset. Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash generating unit to which
it belongs. Individual stores are considered separate cash-generating units for impairment testing purposes. Impairment
loss is recognised whenever the carrying amount of an asset or the related cash-generating unit exceeds its recoverable
amount. Impairment losses are recognised in the consolidated statement of profit or loss. Non-financial assets other
than goodwill that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

2.27 Fair value of assets and liabilities at the acquisition date
A primary valuation of assets and liabilities of acquired companies was performed on a provisional basis. Once
the valuation is finalised, any adjustments arising are recognised retrospectively.

2.28 Indemnification asset
The indemnification asset equivalent to the fair value of the indemnified liabilities is included in net assets
acquired in the business combination if the selling shareholders of the acquiree agreed to compensate possible
claims or contingencies. Subsequent measurement of the indemnification asset and contingent liability does not
have any impact on future earnings, unless the indemnification asset becomes impaired.

2.29 Offsetting of financial assets and financial liabilities
Accounts receivable and accounts payable are offset and the net amount is presented in the consolidated statement of financial position when, and only when, the Group currently has a legally enforceable right to set off the
recognised amounts and intends to settle on a net basis.

(a) Revenue
Revenue from the sale of goods through retail outlets is recognised at the point of sale. Revenue from franchisee
fees is recognised based on contractual agreements over the term of the contracts. The up-front non-refundable
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Critical accounting estimates and
judgements in applying accounting policies
The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the
next financial year. Estimates and judgements are continually evaluated and are based on management’s experience and other factors including expectations of future events that are believed to be reasonable under the
circumstances. Management also makes certain judgements, apart from those involving estimations, in the process
of applying accounting policies. Judgements that have the most significant effect on the amounts recognised in the
consolidated financial statements and estimates that can cause a significant adjustment to the carrying amount of
assets and liabilities include:

Impairment of goodwill
The Group tests goodwill for impairment at least annually. The recoverable amount of a cash-generating unit has
been determined based on the higher of fair value less costs to sell or value-in-use calculations. These calculations require the use of estimates as further detailed in Note 12. During 2017 the Group recognised impairment of
goodwill for Perekrestok Express segment (included in other segments) in the amount of RUB 286 due to underperformance of the relevant CGUs.

Identifying a business combination
The Group enters into transactions to acquire integrated set of assets and operations of retail stores. The Group
determines whether such transactions represent a business combination or assets acquisitions. The Group treats
such transactions as business combinations when the integrated set of activities and assets acquired is capable of
being conducted and managed for the purpose of providing a return in the form of dividends, lower costs or other
economic benefits directly to the Group. In making this judgment the Group considers whether it acquired inputs
and processes applied to the inputs that have ability to create output. All acquisitions of assets and operations of
retail stores occurred in 2017 and 2016 were treated by the Group as business combinations.

Litigations
The Group exercises considerable judgment in measuring and recognising provisions and the exposure to contingent liabilities related to pending litigations or other outstanding claims subject to negotiated settlement, mediation, arbitration
or government regulation, as well as other contingent liabilities. Judgement is necessary in assessing the likelihood that
a pending claim will succeed, or a liability will arise, and to quantify the possible range of the final settlement. Because
of the inherent uncertainties in this evaluation process, actual losses may be different from the originally estimated
provision. These estimates are subject to change as new information becomes available, primarily with the support of
internal specialists, if available, or with the support of outside consultants, such as actuaries or legal counsel. Revisions
to the estimates may significantly affect future operating results.

Tax legislation
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If actual results differ from these estimates or if these estimates must be adjusted in future periods, the financial position,
results of operations and cash flows may be negatively affected.

Property, plant and equipment
The Group’s management determines the estimated useful lives and related depreciation charges for its plant and
equipment (Note 10). The estimation of the useful life of the asset is a matter of judgement based on the experience of
the entity with similar assets. Management increases the depreciation charge where useful lives are less than previously
estimated lives or it writes-off or writes-down technically obsolete or non-strategic assets that have been abandoned or
reclassified as held for sale.
The Group periodically assesses whether there is any indication that property, plant and equipment may be impaired.
The Group performs assets impairment testing (Note 10). The Group estimates the recoverable amount of the asset or
cash generating unit and if it is less than the carrying amount of an asset or cash generating unit an impairment loss is
recognised in the consolidated statement of profit or loss. For the year ended 31 December 2017 the Group recognised an
impairment loss in the amount of RUB 5,311 (year ended 31 December 2016: a net impairment loss in the amount of RUB
3,132).

Investment property
The Group’s management determines the estimated useful lives and related depreciation charges for its investment
properties (Note 11). Management increases the depreciation charge where useful lives are less than previously estimated lives or it writes-off or writes-down technically obsolete or non-strategic assets that have been abandoned or
reclassified as held for sale.
The Group periodically assesses whether there is any indication that investment property may be impaired. The Group
performs assets impairment testing (Note 11). The Group estimates the recoverable amount of the asset or cash generating unit and if it is less than the carrying amount of an asset or cash generating unit an impairment loss is recognised in
the consolidated statement of profit or loss. For the year ended 31 December 2017 the Group recognised a net impairment gain in the amount of RUB 1,007 (year ended 31 December 2016: a net impairment loss in the amount of RUB 257).

Lease rights
The Group’s management determines the fair value of lease rights acquired in business combinations. The assessment
of the fair value of such lease rights is based on the estimate of the market rates of the lease (Note 13). The Group periodically assesses whether there is any indication that lease rights may be impaired. The Group performs assets impairment
testing (Note 13). The Group estimates the recoverable amount of the asset or cash generating unit and if it is less than
the carrying amount of an asset or cash generating unit an impairment loss is recognised in the consolidated statement
of profit or loss. For the year ended 31 December 2017 the Group recognised a net impairment gain in the amount of RUB
178 (year ended 31 December 2016: a net impairment loss in the amount of RUB 66).

Inventories of goods for resale provisions

Russian tax, currency and customs legislation is subject to varying interpretations (Note 33).

The Group provides for estimated inventory shrinkage on the basis of historical shrinkage as a percentage of cost of sales.
This provision is adjusted at the end of each reporting period to reflect the historical trend of the actual physical inventory count results. The Group also provides for aged stock where the expected selling price is below cost (Note 14).

Deferred tax assets and liabilities

Revenue recognition - Loyalty programmes

Group’s management judgment is required for the calculation of current and deferred income taxes. Deferred tax
assets are recognised to the extent that their utilization is probable. The utilization of deferred tax assets will depend
on whether it is possible to generate sufficient taxable income in respective tax type and jurisdiction. Various factors
are used to assess the probability of the future utilization of deferred tax assets, including past operating results, the
operational plan, expiration of tax losses carried forward, and tax planning strategies. In the event that an assessment of
future utilization indicates that the carrying amount of deferred tax assets must be reduced, this reduction is recognised
in profit or loss.

The Group estimates the amount of obligations related to customer loyalty programmes by allocating transaction price
to loyalty points based on the standalone selling price of the points. The standalone selling price of the points is reduced
for the expected amount of the points that will expire unredeemed. As at 31 December 2017 the estimated liability for
unredeemed points was RUB 1,665 (31 December 2016: RUB 236).

IAS 12 requires a deferred tax liability to be recognised for all taxable temporary differences associated with investments
in subsidiaries unless: (a) the parent, investor joint venturer or joint operator is able to control the timing of the reversal
of the temporary difference; and (b) it is probable that the temporary difference will not reverse in the foreseeable
future. The Group excercises significant judgment in assessing the amount of taxable temporary differences associated
with investments in subsidiaries (unremitted earnings) that will not reverse in the foreseeable future.

The Group determines an allowance for doubtful accounts receivable at the end of the reporting period (Note 16). In
estimating an allowance for uncollectible accounts receivable the Group takes into account the historical collectability of
the outstanding accounts receivable balances supplemented by the judgement of management.

Provision for impairment of trade and other receivables
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Critical accounting estimates and
judgements in applying accounting policies
Brand and private labels
The Group periodically assesses whether there is any indication that brand and private labels may be impaired. The
Group performs assets impairment testing of brands with indefinite useful lives at least annually (Note 13). The Group
estimates the recoverable amount of the asset and if it is less than the carrying amount an impairment loss is recognised
in the consolidated statement of profit or loss. For the year ended 31 December 2017 the Group recognised impairment
in the amount of RUB Nil (year ended 31 December 2016: an impairment loss in the amount of RUB 68).
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Adoption of new and revised standards and interpretations
and new accounting pronouncements

The Group has not early adopted any standard, interpretation or amendment that has been issued but is not yet
effective.
Standards issued but not yet effective in the European Union

Effective for annual periods
beginning on or after

IFRS 9 Financial Instruments

1 January 2018

Amendments to IFRS 4 – Applying IFRS 9 Financial Instruments with IFRS 4
Insurance Contracts

1 January 2018

IFRS 15 Revenue from Contracts with Customers

1 January 2018

IFRS 16 Leases

1 January 2019

Annual Improvements to IFRSs 2014-2016 Cycle

1 January 2018

Amendments to IAS 40 – Transfers of Investment Property

1 January 2018*

Amendments to IFRS 2 – Classification and Measurement of Share-based
Payment Transactions

1 January 2018*

In the preparation of these consolidated financial statements, the Group followed the same accounting policies
and methods of computation as compared with those applied in the previous year, except for the adoption of
new standards and interpretations and revision of the existing standards as of 1 January 2017.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

1 January 2018*

Amendments to IAS 28 – Long-term Interests in Associates and Joint Ventures

1 January 2019*

•• Amendments to IAS 7 – Disclosure Initiative
The amendments require entities to provide disclosures about changes in their liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes (such as foreign exchange gains
or losses). On initial application of the amendment, entities are not required to provide comparative information
for preceding periods. The Group disclosed additional information in Note 19 in these consolidated financial
statements for the year ended 31 December 2017.

Amendments to IFRS 9 – Prepayment Features with Negative Compensation

1 January 2019*

IFRIC 23 Uncertainty over Income Tax Treatments

1 January 2019*

Annual Improvements to IFRSs 2015-2017 Cycle

1 January 2019*

Amendments to IAS 19: Plan Amendment, Curtailment or Settlement

1 January 2019*

IFRS 17 Insurance Contracts

1 January 2021*

•• Amendments to IAS 12 – Recognition of Deferred Tax Assets for Unrealised Losses
The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable profits
against which it may make deductions on the reversal of that deductible temporary difference. Furthermore, the
amendments provide guidance on how an entity should determine future taxable profits and explain the circumstances in which taxable profit may include the recovery of some assets for more than their carrying amount.
The application of these amendments has no effect on the Group’s financial position and performance as the
Group followed the same principles in prior periods.
•• Annual Improvements Cycle – 2014-2016
Amendments to IFRS 12 Disclosure of Interests in Other Entities: Clarification of the scope of disclosure requirements in IFRS 12
The amendments clarify that the disclosure requirements in IFRS 12, other than those in paragraphs B10-B16,
apply to an entity’s interest in a subsidiary, a joint venture or an associate (or a portion of its interest in a joint
venture or an associate) that is classified (or included in a disposal group that is classified) as held for sale.
These amendments do not have any impact on the Group as there has been no entity’s interest in a subsidiary, a
joint venture or an associate that is classified as held for sale during the period.
The amendments described above had no significant impact on the financial position and performance of the
Group or the disclosures in the consolidated financial statements.

*Subject to EU endorsement

The Group expects that the adoption of the pronouncements listed above will not have a significant impact on the
Group’s results of operations and financial position in the period of initial application except for IFRS 16.
The Group plans to apply IFRS 9 and IFRS 15 starting from the dates effective in the European Union. At present the
Group is in the process of analysis of the possible impact of the application of these standards on its consolidated financial statements, but the preliminary results show that the impact will not be significant.

IFRS 9 Financial Instruments
Starting from 2018, the Group will apply IFRS 9 Financial Instruments that replaces IAS 39 Financial Instruments:
Recognition and Measurement. IFRS 9 brings together all three aspects of the accounting for financial instruments project: classification and measurement, impairment and hedge accounting. Except for hedge accounting, retrospective application is required but providing comparative information is not compulsory. For hedge
accounting, the requirements are generally applied prospectively, with some limited exceptions.
The Group will adopt the new standard on the required effective date and due to the exemption in IFRS 9 will
not restate comparative periods in the year of initial application. As a consequence, any adjustments to the
carrying amounts of financial assets or liabilities are to be recognised at 1 January 2018, with the difference
recognised in the opening balance of accumulated profits.
During 2017, the Group has performed a detailed impact assessment of all three aspects of IFRS 9. This assessment is based on currently available information and may be subject to changes arising from further reasonable
and supportable information being made available to the Group in 2018. Overall, the Group expects no significant impact on its statement of financial position and equity. The Group has assessed the impact of IFRS 9 to the
Group’s consolidated financial statements as follows:
(a) Classification and measurement
IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business
model in which assets are managed and their cash flow characteristics. IFRS 9 includes three principal classification categories for financial assets: measured at amortised cost, at fair value through other comprehensive
income and at fair value through profit or loss. It eliminates the existing IAS 39 categories of held to maturity,
loans and receivables and available-for-sale financial assets.
Based on the assessment, the Group does not expect a significant impact on its statement of financial position or
equity on applying the classification and measurement requirements of IFRS 9.
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Adoption of new and revised standards and interpretations
and new accounting pronouncements
Loans, trade and other receivables are held to collect contractual cash flows and are expected to give rise to
cash flows representing solely payments of principal and interest. The Group analysed the contractual cash flow
characteristics of those instruments and concluded that they meet the criteria for amortised cost measurement
under IFRS 9. Therefore, reclassification for these instruments is not required.

In preparing to adopt IFRS 15, the Group considered the effect of IFRS 15 requirements on accounting for its
loyalty programmes. Under IFRIC 13 Customer Loyalty Programmes, the Group allocated a portion of the transaction price to the loyalty programme using the fair value of points issued and recognised the deferred revenue
in relation to points issued but not yet redeemed or expired. The Group concluded that under IFRS 15 the loyalty
programme gives rise to a separate performance obligation because it generally provides a material right to the
customer. Under IFRS 15, the Group will need to allocate a portion of the transaction price to the loyalty programme based on relative standalone selling price instead of the allocation using the fair value of points issued,
i.e. residual approach, as it did under IFRIC 13. The Group determined that more revenue must be allocated to the
goods sold in comparison to the existing accounting policy. The Group assessed that the effect of this change in
accounting policy is insignificant.

(b) Impairment
Under IFRS 9, the new impairment model requires the recognition of impairment provisions based on the expected credit
losses rather than only incurred credit losses under IAS 39. The expected credit losses represent measures of an asset’s
credit risk. This will require considerable judgement about how changes in economic factors affect expected credit losses, which will be determined on a probability-weighted basis.
The new impairment model applies to the Group’s financial assets, including, but not limited to, trade and other receivables, cash and cash equivalents.

IFRS 16 Leases

Loss allowances are measured on either of the following bases:

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. IFRS 16 sets out the principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to account for all leases under a single on-balance sheet model similar
to the accounting for finance leases under IAS 17. The standard includes two recognition exemptions for lessees
– leases of ’low-value’ assets (e.g., personal computers) and short-term leases (i.e., leases with a lease term of 12
months or less). At the commencement date of a lease, a lessee will recognise a liability to make lease payments
(i.e., the lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e.,
the right-of-use asset). Lessees will be required to separately recognise the interest expense on the lease liability
and the depreciation expense on the right-of-use asset.

•• 12-month basis - these are expected credit losses that result from default events on a financial instrument
that are possible within the 12 months after the reporting date; or
•• lifetime basis - these are expected credit losses that result from all possible default events over the expected
life of a financial instrument.
The Group has chosen to apply applies the simplified approach to providing for expected credit losses prescribed
by IFRS 9, which permits the use of the lifetime expected loss provision for all trade and other receivables.
The Group’s cash and cash equivalents have low credit risk based on the external credit ratings of banks and
financial institutions.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events (e.g., a
change in the lease term, a change in future lease payments resulting from a change in an index or rate used to
determine those payments). The lessee will generally recognise the amount of the remeasurement of the lease
liability as an adjustment to the right-of-use asset.

Based on the assessments undertaken to the date, the Group expects an insignificant change in the loss allowance for trade debtors and other financial assets held at amortised cost.
(c) Hedge accounting

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will
continue to classify all leases using the same classification principle as in IAS 17 and distinguish between two
types of leases: operating and finance leases. IFRS 16 also requires lessees and lessors to make more extensive
disclosures than under IAS 17. IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early
application is permitted, but not before an entity applies IFRS 15. A lessee can choose to apply the standard
using either a full retrospective or a modified retrospective approach. The standard’s transition provisions permit
certain reliefs.

The Group does not have hedge relationships that are currently designated as effective hedging relationships
and therefore applying the hedging requirements of IFRS 9 will not have a significant impact on Group’s financial
statements.

IFRS 15 Revenue from Contracts with Customers
IFRS 15 was issued in May 2014, and amended in April 2016, and establishes a five-step model to account for
revenue arising from contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects
the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a
customer.
The new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a full
retrospective application or a modified retrospective application is required for annual periods beginning on or
after 1 January 2018. Early adoption is permitted. The Group plans to adopt the new standard on the required
effective date using the full retrospective method. During 2016, the Group performed a preliminary assessment
of IFRS 15, which was continued with a more detailed analysis completed in 2017.
The Group is in the retail business and sells their goods both as acting as principal or through franchisees
acting as agents. The Group expects the revenue recognition to occur when control of the asset is transferred
to the customer, generally for the retail customers it is occurred in the stores at the point of sale. Other revenue
streams are not significant. The Group performed analysis of its revenue streams through a five-step model
established by IFRS 15. The Group does not expect a significant impact on its balance sheet or equity on applying
the requirements of IFRS 15.

In 2018, the Group will continue to assess the potential effect of IFRS 16 on its consolidated financial statements.

05

Segment reporting
The Group identifies retail chains of each format (see Note 1) as separate operating segments in accordance with the
criteria set forth in IFRS 8.
The following significant operating functions are decentralised by formats:
•• Category management, including purchasing, pricing, assortment management, promotion management;
•• Distribution centres logistics;
•• Development function.
The formats’ general managers are determined as segment managers in accordance with IFRS 8. The chief operating
decision-maker has been determined as the Management Board. The Management Board reviews each format’s internal
reporting in order to assess performance and allocate resources.
The Management Board assesses the performance of the operating segments based on a measure of sales and adjusted
earnings before interest, tax, depreciation, amortisation and impairment (EBITDA). Other information provided to the
Management Board is measured in a manner consistent with that in the consolidated financial statements. Capital expenditures include additions of property, plant and equipment, investment properties and intangible assets, acquisitions
of property, plant and equipment, investment properties and intangible assets through business combinations as well
as goodwill acquired through such business combinations.
The accounting policies used for segments are the same as accounting policies applied for these consolidated financial
statements.
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