OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
{in thousand of Russian Rubles)

1. GEMNERAL INFORMATION
General information

The Group includes the parent company, Open Joint Stock Company “Holding Company “OZNA"
(the “Company” or "HC OZNA") and it's subsidiaries ("The Group” or "OZNA Group®).

HC OZNA was incorporated in 2008 The Campany is located at 572 Lenina Street, Uta, Republic of
Bashcortostan, 450077 Russian Federation. See Group reorganization below for the explanation of
the change in the holding Company of the Group,

The principal activites of the Group and its subsidiaries are: projecting objects of oll & gas industry,
mmm.mmwmmdhﬂﬂgﬂwwmm
research, and engineering in oil, gas, water and oil & gas objects automation sphere.

The significant subsidiaries of the Group are:

Place of Effactive interest held as at:
Incorporation 31 December 31 Doecomber

Company name and operation Activity 2008 200
DUSC HC "OZNA" Lifa Halding Company. Finance

and indusirial groups’

and holding companies
LLC "OINA-Managamernt” Lita Managemernt senioes 100.00%
OJSC "AK OZNA" Ua Production and sales of ol

and gas sguipment 100.00% Parent
LLC "OZNA- Engineenng” Uta Production and sals of

hi-tech oll and gas

' 100.00% 100.00%

LLC "OZNA, -West Siberia” Moscow  Sales of ol and gas

equipment in North-West

regien 51.00% 51.00%
CJSC “Natures Davelopment Nirnnevanovsik Services in development
Ingtiute” works for new oil fislds T4.80% T4.80%
LLC "OZNAservice™ Oktyabrski  Servicing and installation

of equipment 100 00% 100 00%
LLC “Aytormation means control® Nehnevartovsk  Maintenance of sifomation

devices of extraction

objects and ol traating 100.00% -
LLC Hotel “Tonus® Oktyabrski  Hotel 100.00% 100.00%
LLC "OZNA-Finance” Oidyabrskl  Special purpose entity for

issuing bonds 100.00% 100 00%
LLE “Center of real estate Cityabrski  Management of sooal
ranagement” tacilitres T A4t

* Dwnership by OJSC "AK OZNA"

All the ahove companes are registerad in the Russian Federation



OPEN JOINT STOCK COMPANY “HC “OZNA"™ AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles]

The number of employees of the Group at 31 Dacamber 2008 and at 31 December 2007 was 3 254
ard 3.001 employess respectively

Group reorganization

1nmmﬁmpmwmmnmn{mwmm
On 17 March 2008 0JSC "Holding Company OZNA" was esiablished The purpose ol foundation of
HC OZNA was to concentrate the ownership aver all group companies in newly created company.

The shara capital of HC OZNA was established at the amount of RUB 504,368 thousand and daded
into 504 369,264 shares with face value 1 RUB per each share.

The shareholdars of the OJSC "AK OZNA’ (further AK OZNA), Group's parent in 2007. became
sharehoiders of HC OZNA in exchange for the shares of AK DZNA.

Subsequently, in the course of 2008, the investment of AK OZNA in LLC "OZNA- Engineenng’,
LLC "OZNAservis”, LLC "OZNA-Finans”, LLC "OZNA -West Siteria®, LLC "Automation means control”™
were transiamed 1o HC OZNA

The Group presented the Group reorganization as if all the related transactions happened at
tha beginning of the earfiest comparative period presented in these consolidated financial
statements.

2.  BASIC APPROACHES IN CONSOLIDATED FINANCIAL STATEMENTS COMPILING AND KEY
PRINCIPLE OF ACCOUNT POLICY

Basic of preparation

The consalidated financial statements of the Group for the year endad 31 Dacember 2008 have bean
prepared in accordance with Intermnational Financial Reporting Standards (the “IFRS"), which includes
standards and interpretations approved by the Intemational Accounting Standards Board (the “IASE").
nciuding Imternational Accounting Standards and inlerpretations issued by the International Financial
Reparting Interpretations Committes (the “IFRIC”), which repiaced the Standing Interpretations
Commiltea.

The consolidated financial statements of the Group have been prepared on the histoncal cost basss:
except for the valuation of property, plant and equipment, which has been presanted at fair value, as
datarmined by independant apprasars at the date of transition to IFRS.

Reclassification of comparable data

Cartain reclassifications of cocperative informalion balances have been made in consolidated
balance sheet, consolidated mcome statement. consclidated statement of cash flows and notes to
the consolidated financial statemeant having an aim to canform fo the curmant year prasentation.

Functional currency

The functional currency used by the Group's entities is the Russian Ruble ("RUR") represanting
the currency of the prmary economic environment in which the group cperates.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of OJSC "HC "OZNA™
and its subsidiaries, from the date that control effectively commenced until the dale that control
sifechively ceased. Control is achieved where the Company has the power to govern the financial
and operating policies of an entity so as o obtain benefits from ils activities.



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

The assets and liabilities of all subsidiaries mre measured at thewr fair values at the date of acquisition.

The results of subsidianes acquired or disposed of during the year are included in the consoldated
income statement from the elffective date of acquisition or up 1o the effective date of disposal, as
approprate.

The financial statements of subsidianies are prepared for the same reporting penod as those of
OJSC "HC "OZNA". Where necessary, adjustments are mada 1o the financial statements of
subsidiaries to bring the accounting policies used by them info line with those of the Group.

All intra-group balances, transactions, and any unrealized profits or losses arising from intra-group
transactions, are eliminated on consolidation.

Minarity interests in the net assets (exciuding goodwill) of consalidsted subsidiares are identifiad
separataly from the interests of the equity holders of the parent company

Minority interests consist of the amount of those interests at the date of the original business
combination and the minonty s share of changes in equity since the date of the combination Losses
applicable to the minarity in excess of the minarity’s interest in the subsidiary’s equity are allocated
agains! the interest of the Group, except 1o the extent that the mnority has a binding abligation and
is able to make an additional investment to cover the losses.

Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the purchase mathod. The cost
of the business combination is messured as the aggregate of the fair values (at the date of exchange)
of assets given, liabilities incurred or assumed, and equity instruments issued by the Group in
exchange for control of the acquire. plus any costs directly attributable to the business combination.
The acquirer's identifiable assets, kabiities and contingent iiabilities that meet the conditions for
recognition under IFRS 3 "Business Combinations” are recognisad at their fair valyes at the acquisition
date, except for non-cument assets (or disposal groups) that are classified as held for sale in accordance
with IFRS 5 "Non-current Assets Held for Sale and Discontinued Operations”. which are recognised and
measured at fair value less costs fo sall

Investmants in associates

An associale is an entily over which the Group has significant influence and that is neither a subsidiary
nof an interest in a joint venture. Significant influence is the power o participate in the financial and
operating policy decisions of the investee but is not control of joint control over those polices.

The resulis and assels and iiabilibes of associates are incorporated in thesa conaalidated financial
statements using the squity method of accounting.

Uinder the equity method, investmants in associates are camed in the consalidated balance sheet at
cost as adjusted for post-acquisition changes in the Group’s share of the nat assels of the associate.
less any impairment in the valua of indwdual investments: Losses of an associate in excess of tha
Group’s interest in that associate (which includes any long-term interests that, in substance, form
part of the Group's net investment in the associate) are recognised only to the extent that the Group
has incurred legal or constructive obligations or made payments on behall of the associate.

Any excess of the cost of acquisition over the Group's share of the nat fair value of the identifiable
assets, inbilities and contingent abiities of the associate recogrised at the date of acquisition is
recognised as goodwill The goodwil is included within the carrying amount of the investment and
is assessed for impairment as part of the investment. Any excess of the Group's share of the net fair
vaiue of the dentifiable assets, liabiitbes and contingent kiabilities over the cost of acquisition, after
reassessmant, 1s recognisad immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

mnmmmm-mm“mmmmwuws
interest in thesa associates

mmmuwmmmmmaﬂumﬁmmmm
mmmmumdemwmmmmm
besn allocated are tested for impairment annually, or more frequantly when there s an indication that
Mwﬂmmw.ﬂmmmwmmmmunmmmm
mﬁmmtmmmumwmmmmdeww
sliocated 1o the unit and then to the other assats of the unit pro-rata on ihe basis of the camying amount
armmmmmmwmmmmmnmmhamm
penod.

mmurammwmmmmm.mmmﬁmmmgmu
ncluded in the determination of the profit or loss on disposal

mm&m&mmmumﬂmdmm;wm*lm
in essociates’ above.

Non-current assets held for sale

Non-current assels and disposal groups are classified as held for sale if their canrying amount will be
mﬂmmmmm:ﬂmmmmmﬂmmﬁe. This condition is
wammmuwammwumwmmmmu
mmhmmw.mmﬁhmmﬂﬂhum.mmum
wmmmmﬁmuammm“ﬂmummw.

Hmmtwmmﬂm}dmmﬁawhmm'mm at the lower of
thair previous cammying amount and fair value less costs to sail

Foreign currencies

In preparing the financial statements of the individual entities. transactions in currencies other than
NMSMM[WM}MWHMWWMMm
ihe dates of the transactions. At sach balance sheel date, monetary assets and liabilites denominated
mmmﬂnmnmﬂﬂmmmwﬂunhmmm_
wmmnmmmmau.mmamMmm
of the transaction.

MdmmmhMmmnumnMMMHam
of other ncome or expensa, except for exchange differences which refate to assets under construction
hﬁmmmm.ﬂﬂnmﬁudnﬁhhmﬂmm.mmfammdada
anthMMnnwmmwmm

Revenue recognition
Revenue is measured st he fair value of the consideration received or recewable and represents

Mmummmm-mnmmmmmmmm.mm
discounts and value-added tax
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OPEN JOINT STOCK COMPANY “HC "OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

Revenue from the sale of bush block pump stations, measunng stshons and other equipment
immmmmmmgmmmnmmﬁu—

+  The Group has transferred to the buyer the significant nsks and rewards of ownership, upon
finished goods delivery,

« The Group retains neither continuing managerial involvement to the degree usually associated
with ownership nor effiective control over the goods sold;

« The amount of revenue can be measured reliably;
. umm.mmmmmmmmuﬂmmmmm
+  The costs incurred or 1o be incurred in respect of the transaction can be measured reliably

Revenue from rendering of senvices is recognised at the time the services are provided.

|mummmmmmwmruuumnmmmammum
interest rate apphcable.

Dividend incoma from investments is recognised when the shareholders’ rights 1o receive payments
have been established.

Borrowing costs

mmmmmwmﬁm.mwmdmmm
Mnmmmmamuﬂpﬂdenwmwmwﬂﬂdmw
sale, are added 10 the cost of those assels, until such time as the assets are substantially ready for
fhesr ntended use or sale.

Tmmwmmmmnmmm“mnnmm
umm.mnmmmmmmmdmmmmmm
in which the dabl is redeemed, the unamontisad costs reiating 1o the detit being redeemed are
expansad

All other borrowing costs are recognisad in profit or loss in the penod n which they are incurred.
Property, plant and equipment

The date of initial application of IFRS for the Group was 1 January 2005. The Group elected to utize
mmnwmmwﬂmmmm.mmw
aﬁm.mmmmmmmm._md&mummm
mmdmm.mmmmaMhmnnnmmnnmmmW
recorded as relained earmnings at that date, net of effect of defemed tax.

w.mwwmmmughm#MmmﬁMum
m.emmudatenfuuam.asmh?mwam.

muw.mwmmmnmmmmeu
directly attributable to the acquisition of the items. Subsequent costs, including overhaul expanses.
mﬂﬂﬂmmmmmwmuammuw. ondy
mmmmwﬂmmmmhmwmmmmw
the cost of the item can be measured refiably.

Wmmmwﬁqwammmw
mm-mwwMMWMhWMWm
ncoms statement & ncurred.

WSWHHHWMMMMHWHM other than land and
praperty under construction, over their estimated useful lives, using the straight-line method,
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OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russlan Rubles)

The estimated useful lives of the vanous ciasses of assets are as follows:
Land indefinite

Bulldings 50 years
Tramimissions 20 yoars
Constructions 10 years
Machinery and aquprnent 10 years
Housahold equigement 10 years
Production, measuring and slecinc squipmant 5 ywars
Viehicies 4 years
Compuier equipment and household applisnces 1 years

mcmmdumhrqmmmmmmmnmmm&m's
accouniing policy. Dupmnmmurummmﬂ\emhuunhwnrpmmm
mm-mmm“mmmmmmumhmww
mmmeuMMmmwmmmm
Is made

mmummmmquﬂmmhmamumm
hmmwﬁumﬂgmﬁhmmumnMuhﬂm

Intangible assets, other than goodwill

1mmm.mmmummmmw
wmmmuwmammmmw
usehul ves. WWMﬁmmmnmummmmm

the asset belongs.

intangible assets with indefinite useful lives and intangible assets not yet available for use are tested
mmtm.mwmummmmmmmw

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value
ﬂmMMMmmMHMMmMMMMaMM
mmmmmmﬂmmvamﬂlwwwmmmm
assat

If the recoverable amount of an asset (or cash-generating unit) 'S estmated 1o be less than its carmying
amount, the carrying amount of the asset (cash-generating unit) is reduced 1o its recoverable amount
An impairment loss is recognised immediately in profit or loss.

Vﬂanmmmmmmmm&mmﬂhmt
uni) is increased mhmﬁﬂ“dhmm but 50 that the Increased carmying
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OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

MOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
EQOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

Inventories

Inventiories are stated at tha lower of cost and net reafisable value. Cost compnses direct matenals
and, whera applicable, direct labour costs and those overheads hat have besn incurred in bringing
the inventones (o their present localion and condition. Cost is calculated using the first-in-first-out
[FIFO") method. Net realisabie value represents the astimated sslling pnca less all estimated costs
of compiation and costs to be incurrad in marketing, selling and distnbution

Financial assets

Investments are recognised and derecognised on a trade date where the purchase or sale of an
investment is under a contract whose terms require delivery of the investment within the timeframe
established by the market concemed, and are nitially measurad at fair value, plus transaction costs,
axcept for those financial assets classified as at fair value through profit or loss, which are initially
measured al fair value.

Financial assets are classified into the following specified categories.
« Financial assets at fair vaius through profit or loss ("FVTPL),
*  Held-to-maturity investmants;

« Available-for-sale ("AFS’) financial assets, and
. Loans and recetvables.

The classification depends on the natura and purpose of the financial assets and is determined at
the time of initial recognition.

Effective interest method

The effective interest method s a method of calculating the amortised cost of a financial asset and of
aliocating interest income over the relevant period. The effective interest rate is the rate that exaclly
discounts estimated future cash receipts through the expected ife of the financial asset, or, where
appropriate, a shorter period.

income is recognised on an effectve interest rate basis for debt instruments other than those
Enancial assets designated as at FVTPL

Financial assets at FVTPL

Financial assets are classified as at FVTPL where the financial asset ts aither heid for trading or t 5
designated as at FVTPL

A firiancial assetl is classified as held for trading iF

+ [l has bean acquired principaily for the purpose of sefling in the near future, or

« ltisa part of an identified portfolio of financial instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

+ Itis a derivative that is not desgnated and effective as a hedging instrument.

14



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

‘FOR THE YEAR ENDED 31 DECEMBER 2008

(in thousand of Russian Rubles)

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon
mitial recognition if:

*  Such designation siminates or significantly reduces a measurament of recognition inconsistency
hat would athenwise anse; or

+  The financial asset farms pant of a group of financial assets or financtal abilities or both, which
s managed and its performance is @valuated on a fair value basis, in accordance with the Group's
mmm&wammmy.mwmmwmu
provided internally on that basis; or

= Itiorms part of a contract containing one or more embedded derivatives, and IAS 39 permits
the entire combined contract (asset or liability) to ba designated as at FVTPL

Francial assets at FVTPL are stated at fair value, with any resultant gain or loss recognised in profit

or loss. The net gain or loss recognised in profit or loss incorporates any dividend or interest earned
on the financial asset. Fair value is determined in the manner descnbed in Note 28,

Held-to-maturity Investments

Bili of exchange and debentures with fixed or daterminable payments and fxed maturity dates that
the Group has tha positive intent and ability to hoid to maturity are ciassified a3 heid- '
mestments. Held-to-matunty investments are recorded at amortised cost using the effective inlerest
method less Impairment, with revenus recognised on an effective yield basis.

AFS financial assots

Listed shares and listed redeamable notes heid by the Group that are tradad in an active market are
ciassified as being AFS and are stated at fair value. Fair value of AFS is determined as follows:

+  The fair vaiue of AFS financial assets with standard terms and conditions and traded on active
Bgquid markels are determined with reference to quoted markst prices. and

+  The fai value of other AFS financial assets are determined in accordance with generally

accepted pricing model based on discounted cash flow analysis using prices from observabile
current market iransactions.

Gains and losses ansing from changes in fair value are recognised directly in equity in the invastiments
fevaluation reserve with the exception of impairment losses. interest caiculated using the effective
nizrest rate method and foreign exchange gains and losses on monetary assets, which are

directly in profit or loss. Where the investment is disposed of or is determined to be impaired, the
cumuiative gain or loss previously recognised in the investments revaluation reserve s included in
profit or loss for the period.

Dradends on AFS equity instruments are recognised in profit or loss when the Group's nght to receve
payments is established.

The fair value of AFS monetary assets denominated in a foreign curency is determined in that foreign
curmency and transiated at the spol rate at the baisnce sheet date. The change in fair value attnbutabie
1o transiation differences that result from a change in amortised cost of the asset is recognised in profit
or loss. and other changes are recognised in aquily,

Loans and receivables

Trada receivables, loans, and other recesvables that have fixed or determinabie payments that are not
quoted in an active market are classified as loans and receivables. Loans and receivables are measured
3t amortised cost using the effective interest method less any impairment. Interest income is recognised
0y applying the effective interest rate, excepl for short-term receivables when the recognition of interest
would be immaterial,

15



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED J1 DECEMBER 2008
{in thousand of Russian Rubles)

Cash and cash oguivaients

Cash and cash equivalents compnse cash balances, cash deposits and highly liquid investments
with maturibes of three months or less, those are readily convertible to known amounts of cash and
are subject to an insignificant risk of changes in value.

Impairmant of financial assets

Fnancial assats, other than those at FVTPL, are assessed for indicstors of impairment at each balance
sheet date  Financal assets are impaired where there (s objective evidencea that, as a result of one or
more events thal occurred after the iniial recognition of the financial asset, the estimated future cash
fiows of the investment have been impacted. For financial assats camied at amorntised cost, the amount
of the impairment is the difference between the assel’s carmying amount and the present value of
astimated future cash flows, discounted at the original effective interest rate.

The carmying amount of the financial asset is reduced by the impasment lcss directly for all financal
assats with the exception of trade receivables where the carmying amount i reduced through the uss of
an aliowance account. When a trade receivable s uncoliectible, it is written off against the allowance
account. Subsequent recovernies of amounts previously writien off are credited against the allowance
account Changes in the camrying armount of the allowance account are recognised in profit or loss.

With the axception of AFS equity instruments, if, in a subsequent penod, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occumng after the iImpairment
was recognised, the previcusly recognised impainment loss is reversad through profit or loss fo the
extent that tha carrying amount of the investment al the date the impasrment is reversad does not
excead what the amortised cost would have bean had the impairment not been recognised.

in respect of AFS equity securities, any increase in fair vaiue subsequent to an impairment loss is
recognised directly in equity

Derecognition of financial assets

The Group derecoghises a financial asset only when the contractual rights to the cash flows from the
assat expire, of it transfers the financial asset and substantially all the nsks and rewards of ownership
of the asset to another entity. If the Group neither transfers nor refains substantially all the risks and
rewards of ownership and continues to contral the transferred asset, the Group recognises its retaned
interest in the assat and an associated liability for amounts # may have 1o pay. If the Group retains
substantially all the risks and rewards of ownership of a iransferred financial assel, the Group
continues to recognise the financal assal and also recognises a collateralised borrowing for

the proceeds received.

Financial Habilities and equity instruments issued by the Group
Classification as debt or eguity

Debt and equity instruments are classified as either financial kabilities or as equity in accordance
with the substance of tha contractual arrangement.

Equity Instruments
An equity instriment is any contract that avidences a residual interest in the asset of an entity

deducting all of its liabilities. Equity instruments issued by the Group are recorded at the proceeds
recaived, net of direct issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles]

Financial guarantes contract liabifities

Financial guarantee contract liabilites are measurad inially at their fair values and are subsequently
measured al the higher of:

«  The amount of the cbligation under the contract. as determmed in accordance with IAS 37
Provisions, Contingent Liabiities and Contingent Asssats; and

s The amount initslly recognised less, where appropriate. cumulative amortisation recognised in
accordance with the revenue recognition policies set out above.

Financial labifities

Financial liabilities can be classified as financial liabliities at FVTPL or as other financial llabilities.
Financinl liabilitias at FVTPL

Financial liabilties are classifiad as at FVTPL where the financial liability is efther held for traging or it
is designated as at FVTPL

A financial liability s classfied as held for trading il

s [t has been incurred principally for the purpose of repurchasing in the near future, or
« ltis a part of an identified portfolio of financial instruments that the Group manages logether
and has a recent actual pattem of shart-term profit-taking, or

« Itis a denvative that is not designated and effective as a hedging Instrument.

A financial liability other than a financial liability held for trading may be designated as at FVTPL
upon initial recognition i

=  Such designation aliminates or significantly reduces a measuramant or recognition
inconsistency that woulkd ctherwise arise; or

« The financial kability forms part of a group of financial assets or financial Eabilities or both, which
is managed and its performance s evaluated on a fair value basis, in accordance with
tha Group's documented nsk management or investment strategy, and information about
the grouping s provided internally on that basis; or

« It forms part of a contract containing one or more embedded derivatives, and [AS 39 Financial
Instruments: Recogniion and Measurement penmits the entire combined contract (assat or liability)
to be designated as at FVTPL

Financial liabilities at FVTPL are stated at fair value. with any resultant gain or loss recognised n
profit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid on the
financial liability. Fair value s determined in the manner described in Nota 26.

Othoer financial lfabilities

Other financial liabilities, including loans and borrowings. are Initially measured at fair value, net of
ransachian costs.

Other financial liablities are subsequently measured at amortised cost using the effective interest
method, with interest expense recognised on an effective yleld basis

17



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

Effective interest method

The effective interest mathod s a method of calculating the amortisad cost of a financial liability and
of allocating inlerest expensa over the reievant period. The effective interest rate Is the rate thail
axactly discounts estimated future cash paymants through the axpectad iife of the financial liability,
or, whens appropiiate, a shorter penod.

Derecognition of financial labilities

The Group derecognises financial liabiiites when, and only when. the Group's abligations are discharged.
cancalled or they expire.

Employee benefits
Defined contribution plans

All Group's subsidiaries are legally obliged to make defined contributions to the Russian Federation
State Pension Fund.

The Group's contributions to the Russian Federation State Pension Fund relating to defined contribution
plans are charged lo income statement in the period to which they relate.

In the Russian Federation all state social contributions, including contributions to the Russian Federabon
State Pension Fund, are collectad through a uhified social fax ("UST) calculated by the application of
a regressive rate from 26% to 2% of the annual gross remuneration of each employee. UST is aliocatad
lo three state social funds, including the Russian Federation State Pension Fund, where the rate of

| rts to that fund vary from 20% to 2%, depending on the annual gross remuneration of each
empioyee.

Contributions o defined coniribubion retirement benefit plans are recognised as an expenss when
amployees have rendenad service.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of
a past evenl. it 1s probable that the Group will be required to settle the cbiigation, and & refiable estimate
can be made of the amount of the cbhgation.

The amount recognised as a prowsion is the best estimata of the consideration required to settie he
present obligabon at the batance sheet date, taling mto account e rsks and uncertainties surrounding
the obligation. Where a provision 15 measured using the cash flows estmated to settie the presant
obligation, its carrying amount is the present value of those cash flows.

‘When some or all of the economic benefits required to seftle 3 provision are expected to be recovared
from a third party, the receivable is recognisad as an assal f 1t is virtually certain that reimbursement
will be received and the amount of the receivable can be measured reliably.

income tax

income tax expense (s refiacted in the consolidated financial ststements in accordance with the current
3x legisiation comespondence. Income tax expense includes current and defermed taxes and s adopted
n the consoiidated income statement excluding the tax, relevant to the operations, immediately reflected
n equity, in the current or any other period Beginning with the 1% of January, 2008, income tax rate wil

aqual 1o 20% for all members of the Group.
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OPEN JOINT STOCK COMPANY "HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
{in thousand of Russian Rubles)

Current tax

Current tax currently payable is based on taxabie profit for the year Taxable profit differs from profit as
WHMWMMIMMﬁMHm-ﬂﬂ'mmﬂ
mmmmquWMMMmMMummmm

mhmmmmmmmummmmwmm
at the balance shest date.

Deferred fax

Mmmhwhﬂmdmmmmmmdmmmm
mwmuwmmmmmhmmdmm
mummmmmmmmmmmmmumem
mhwmmMammmmmmmman
mummmmﬂum&ummmmm-

mmlwmm“mhmmmmmmmwmn

Mwmmmmmphmmmmmumm
Mwuupmmmmmmnmwuhmmmm.
mwmmmuhmmmmmmwumm

The camying amount of deferred tax assels is reviewed at each balance sheet date and reduced to
mmmnumwmmmmmﬂmm.bamsmm

mmmmumﬂmmmm“wmmmmmmmmu
MNMMMMMHMENMMIMMHMG ¥
enactad by the balance sheet date. The measurement of defered tax liabilities and assets reflects the
mmmmHMWMMmmmmmmm.ﬂme
1o recover or settle the carrying amount of its assels and labilites.

MMMMWMMWMHaWMWIMMHM
mmwunmwmmmwmmwnymamm
Mwmﬁmmmmmmmwmwmmamm

memmmmummumnmmmm
mmmmmmummmwdmbm.mmmm
mmhmmmmmm.mmmmmmmmmgh-m
combination. In case of a business combination, the tax effect is taken into account in
wndmmm-mﬂmmnﬁmmhummmmmmw;
identifiable assets, liabilities and contingent liabilities over the cost

Dividends declared

Mpﬂdbmnmwmmudmwmmm;ndm
at the annual shareholders’ mesting.

Mﬂmﬁmﬂﬂnﬁmﬂmnmuahﬁqnmmhmﬂhymm
declared and become legally payable.
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Accumuiated profits distributable by the Group's entities are based on the amounts available for
Mmmmmmwmdmmmmmm
and as refiected in the statutory financial statements of the individual entities of the Group based on
calendar reporting years (years ending 31 December). These amounts may differ significantly from
the amounts calculatad on the basis of IFRSs.

Related parties
Related parties are those counterparties that represant

{a) Enierpnises that directly, or indirectly through one or more intermedianas. control, or are controlisd
by, or are under the common control of, the Group. This includes. but is nat limited to, holding
companies, subsidianes and fellow subsidiaries;

{(b) Enterpnses aver which the Group has significant influence and which are neither subsidiaries
nor joint vantures of the investor. This includes associsies.

le}  Individuals owning, directly or indirectly, an interest in the voting power of the Group, which
gives them significant influence over the Group, and anyone expectad to influence, or be
influenced by, that person in their dealings with the Group,

{d) mmmmmmmmwmmm.
directing and controliing the activities of the Group, including directors and officers of the Group
and close family members of such individuals; and

ie) mmmmammmmmmhmmmmmm.w
any person described in (c) of (d) or over which such a person s able to exercise significant
MM'WMWWM.MﬂMﬁNM
wmwmmm;mummwhmmmmp.

in considering each possible related-party relationship, attention is paid to the substance of the
refationship, and not merely the legal form

1. KEY SOURCES OF ESTIMATION UNCERTAINTY

in the process of applying the Groug's accounting policies, management is required to make judgments,
mmwmmmmudmmmmmﬂmmﬂw
apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considerad to be relevant Actual results may differ from thess
astimates.

The estimates and undertying assumptions are reviewed on an ongoing basis. Revisions to
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods of the revision affects both current and future
penods.

Key sources of estimation uncertainty

The following are the key assumptions concerming the future, and other key sources of estimation
mw-mmmmmmm;wmumamwn
the carrying amounts of assets and liabdities within the next financial year

Allowance for trade and other receivables

The allowance for irada and other receivables is based on management's evaluation of the volume
of tha recaivables oulstanding, past axperianca and general econormiic conditions,



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

Usaful lives of assets

Impairmant of goodwill

income tax

Allowance for siow-moving inventory

mmwmmmmmmmmmmmm
mmum.nmmmmmmfmummim
hmhmmmmm mmmmmwmw
mwmhmhmwhmm,mmmm
wmmm“'m:mmeWhﬂumm.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

T

4 ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

mumm.mmmmﬂmmmmmwmtm
mmwlmmmmmtmmmummmtrm
mlmmcmcmwmmdMMManumm
mwmuﬂmmmmimm.mmﬁﬂmmm
mmwwmmmmmmuwsmm

Al the date of authonsation of these financial statements, the following Standards and Interpretatons,
Mmmwmm&mmmadmmwm

Effective for

beginning on or
Standards and Interpretations after
IFRS 3 Business Cambinations (revised 2008) 1 Judy 2009
IFRS 5 Non-current Assets Held for Sale and Discontinued Operations 1 Judy 2008
FRS 7 Financild Instruments: Disclosures 1 Janisary 2009
IFRS 8 Operaling Segments 1 January 2009
[(FRS 9 Fmancial Instruments 1 January 2013
IAS 1 Presantatfion of Financial Siatements (revised) 1 January 2008
AS 7 Statement of Cash Flows [amendment) 1 Janyary 2010
IAS 16 Property, Plant and Equipment (amandment) 1 January 2005
tAS 17 Leases (amendment) 1 January 2010
IAS 23 Borrowing Costs (revised) 1 January 2000
IAS 27 Consalidated and Separste Financial Statemants (revised2008) 1 July 2008
IAS 28 Imvestments in Assocstes (revisad 2008) 1 July 2008
1AS 32 Financial Instruments: Presentation {amendment) 1 Jamuary 2009
IAS 38 Impairment of Assets (amandment) 1 January 2008
1AS 38 intangible Assets (amendment) 1 January 2005
1AS 30 Financial Instruments: Recognition and Maasurement (amendment) 1 lanuary 2008
IFRIC 14Prepayments of a Minimum Funding Requirement 1 January 2011
IFRIC 16 Hedges of 3 Net Investment in a Foreign Operation 1 July 2009
IFRIC 17 Distributions of Non-cash Assets to Owners 1 July 2000
IFRIC 18 Transfers of Assets from Customers 1 July 2009
IFRIC 19 Extinguishing Financial Liabililes with Equity Instruments 1 July 2000

wmmmmmmmmmmmmhmmm
financial Impact on the consolidated financial statements of the Group.

5. ACQUISITION OF SUBSIDIARIES
CJSC “Nature Development institute”

in Octobier 2007 the Group acquired 74.8% of voting shares of CJSC "Nature Development Institute”
mmmhmwum'mmtmwmmm
M.mmmumumwmwwmmmm
mwmw.mwmwmmmmmum
amounts have been revised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in thousand of Russian Rubles)

WMMMWMmmmismw

As at 31 Decombaer 2007
Previous report

Recorded

statoments Adjustments amounts
Froperty, plant and equipment 680,331 1,868 582,199
Goodwill 26 482 2,513 28973
Maewrity imerest 9.017 47 10,388
mmmmm B8 122 io0 82 0%z

Together with evaluation of fair value of assats and liabiiities discussed above, the Group assessed
mmmumﬂmmmmmumw
Institute” and determined that goodwill was impaired by RUB 20,178 thousand. In assessing the

mmmtdhhmm%mﬂﬂmmmaw.ﬂm:ﬁmum
factor on the level of 21 42%

The resulting adjusting entnes are as follow’

statements Adjustments amounts
enpasrment of goodwill . (20,178) (20,178)
Frofit before income tax 791,785 20.178) 771,809
Proft for the year 582,058 (20,178) 561,883

mmwmmumum unit was a change in a market stuation,
negatively affecting the unit

Details on acquisition are as follow

Fair value on Book valus on

acquisition __acquisition
Freperty, plant and equipment 7.408 5,540
inventones 17077 17,300
Trads and other receivables 38, 768 a8 835
Cash and cash aquivalents 1,809 1,809
Dederred tax abdity (758) [758)
Trade accounts i (50,241) (50.241)
Short-lerm barrowings

13,264 11.388

Winonty intevest {3.343)
Goodwa 25.875
Total conaideration satisfied by cash 38 828
Net cash outflow on acquisition
Tetal purchase considoration 38,894
Conssgeration paid in cash 34,686
Condingant consideration pad in 2008 910

Lesy cash and cash equivalent balances acquired




‘OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
{in thousand of Russian Rubles)

Goodwill arose on acquisition of as the cost of the combination included a control premium paid to

acquire the company. In addition, the consideration paid for the combination effectively included
amounts in relation (o the expectad synergies. revenue growth, future market development, the

separately from goodwill and income on business combination as the future economic benefits anising

LLC "Automation means control”

In the 15l quarter of 2008 the Group acqguired 100% of the shares of LLC *Automation means control®
from OJSC "TNK-BF”, as well as certain tems of property, plant and equipment acquired directly from

DJSC "TNK-BP",
Details on acquisition are as follow:

Fair valum on Book value

acguisition acquisition

Proparty, plart and eqiipment 1,160 1.183
Ofher non-cuttant assals 120 120
Imveniones 1,528 1,028
Trade and other recelvables and other payments 15,831 15931
Cash and cash equivalents 5067 5067
Othar current assels 717 rali
Detarred tax liability {19) (19)
Trade accounts payables {15257 {15
Aczrued expentes - (6,099)

11,587 [T
‘alue of property, plont and equipment 54 692

66,679

Excess of the fair value of acguined net assets over conaideration paid 7.343)

Total commideration satisfied by cash 59,336

Nat cash outflow on acquisition

Conmdaration pad in cash (in 2007) 56,338
Less: cash and cash equivalent balsrces acquired (5.967)

Excess of fair value ol acquired net assets over cost of consideration paid of AUB 7.243 thousand
argse primary due to the Group's competitive position in negotiations and was recognized directly
the income stalemant.
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(in thausand of Russian Rubles)

Net outfiow on acquisition

3 December 31 December

Consieration paid in cash 34 GHG
Contingent consideration pasd 3910
mmmmwmm {1.808)

Cansideration paid in cash 58,336
mmmmwmﬂuum (5.967)

2,087 713

mmminmwmhmm rather than the carrying
mmmmmmmﬁnmm
* Basad mmmmm,mnmwmmmmm

Balance as of 1 January 8,799 .
mdcm-nmmnw - 28.975
Balance as of 31 December 8798 28,975
wmwhm# - (20.1749)




