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)

& EARNINGS PER SHARE

Basic and diluted eamings per share for the years endad 21 December 2008 and 2007 have been

mmdemmmrumemmhmwmwnfm
shares in sssue dunng the year.

mmgfmmmempw'MEbmdmmmmm:

Youor ended
3 December 31 December
2008 2007 (restated)
Profit for the year attributable 10 equity holders of the parent 271894 540 855
Weghted average number of shares (in shares) 504,380,264 504,360,204
Easic and diluted samings per share (Russian Rubles) 0539 1.080

7. REVENUE
Rmmmammmwzmawznn?mwmm‘g:

Year ended
31 Decemnbar 31 December
2008 2007 {restated)
By product
Meanuring stations 2,148 596 1,303,413
Bush tlock pump silations 530,301 1.377 658
Spare pans 410,587 362 388
Biocky 380,440 £48.717
Qil, ail products, woter and gas fiscal metarng units 285177 106,926
Concurrent enginecring 162,488 55,037
Maintenance of aguipment 114454 50,554
Module-type installations 112211 -
Setup and commissioning senvices 66,473 355388
Hotel sarvices 26,526 26.858
Owerhaul services 17.817 9,167
Omher products 185,380 353N
Total 4,459,830 4,248 857
Yeur ondoed

3 Deceamber M Decamber

2008 2007 [restated)
By geographical location of the customars
Russian Federation 4.282. 407 1824110
Fazakhetan 151,208 183,144
Ukraing 2110 232720
Ofner destinations 23,905 5583

Total —rDB30, 4248357



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

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

The fallowing summary shows revenue from top five customers of the Group:

% of total Revenue _
Customer location turmovar, 2008 2008 2007
OJSC “Surguineftegaz®  Surgad 19% A38,144 556 630
CISC “Vankomael® Kraznoyarsk 18% 702,294 675,187
OJSC “Gazprom nefl” Moscow /St Patersbuig 9% 84 750 137371
OJSC “NK Rosnaf® Mascow % 368,014 ZTBETH
LLE "UNG-Service” Nefeugamsk 3% 136,352 357 640
Total 54%

2420583 2008115
8. COSTOF SALES

Cost of sales for the years ended 31 December 2008 and 2007 consisted of the following:

Year ended
31 Docembor 31 December
2008 2007 [restated)
Cost of production
Raw matenals 2,302 094 2204 242
Payrall and unified sockal txx 554208 dag BEE
Stl:mmr-:tm 87,001 28 991
44,705 41,507
Dwmdlﬁun of prmeﬂr plant and egupment 44 059 35682
anlh and mainiengncs 2380 1,753
178,457 135707
Increase m inveniares (123815 [BS5.205)
Cost of goods resold 86,838 31151
Total

3.205.563 2.886.786




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)

% SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

M.mmmmhmrmmh December 2008 and 2007
consisted of the following:

Year ended
" 31 December 31 December
2008 _2007 (roatated)

Payroll and unified socal taxes 427 408 221,547
Transportation expenses 100,028 47 260
Conaulting and audil lees 80,335 18,638
Repars and maintenances 53,900 3816
Sumness Inp expenses 28713 6,086
Haw materials 24 508 11,385
R=ni 21,893 14,962
Taxes olher than mcome tax 18,716 4371
Deprecation 14428 7.856
Bank services 14.004 8505
Utilities 11,488 8523
Warranty exponsas 11118 8,235
Change in aflowances for doubliul recesvablas 5578 3133
Irsurancs expeonses i 04 3.8
Chargs in allowances for siow-moving inventories 2,503 3,130
Other expenses 28,112 72972
Total 524,979 S8

Cartain mmﬂﬁun!'ﬂmmmmuhemmnmhmﬂmmamﬂ
presantation.



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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2008
(i thousand of Russian Rubles)

10. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of 31 December 2008 and 2007 were as follows:

Bulldings anid Other Construction
andland  equipment assets in progress Total
Cont
As of 1 January 2007 301,048 200260 24,184 5,894
Addibons 32,508 33.911 188592 119, 817 204 827
Actyuired on acquisition of
ch 117 m S.783 - &6
Translers from construction in
[rogness 31480 1,729 - {33,199) =
Chsposats {3,678} (5.204) l'% {10,781}
As of 31 Decembeor 2007 3654 352 202,022 431 485 82, 783132
Adektions. 419 B.212 LFL] 74 699 B2178
Acquired on acquisition of .
f 51,327 2.268 1.058 - 54 882
Tranmbhers from conmtruction in
progress 48 513 :m.g 25,736 (113,552) .
Clisposais (13.830) (11, i i) {158) (25.824)
As of 31 Decembar 2008 451 942 327 870 T0.850 53,381 504 175
Accumulated deprociation
As of 1 January 2007 (14,758) (49,227 (3.045) . (57.089)
Chasge for the y=ar {5,008) {30,157) {4,078} . 45,240)
Eliminated on disposals 15 1272 ] 2 1,376
Ay of 31 Decembear 2007 [22.7B9) {81,112) {7.031) - {11093
Cnarge for the yeur (10.956) {41,671 (5.558) 158,485)
Eliminated on dinposaly 5015 5879 162 10.858
As of 31 December 2008 (28.730) (117 404) (12427 {158,561)
Not Book Value
As of 31 December 2007 241,563 211,811 38433 !‘2_&_ 682,199
As of 31 December 2008 423,252 210,466 58,432 _53.381 745531

As of 31 December 2008, construction in progress included 4,706 thousand Russian Rubles
(2007: 26.716 thousand Russian Rubles) of advances paid for property, plant and eguipment

As of 31 December 2008,

property, plant and equipment with a camying amount of 205,802 thousand

Russian Rubles (2007 263 270) has been pledged as secunty for certain borrowings granted to the

Group (Notes 22)



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)
11. INTANGIBLE ASSETS
Licence and
patents Software Totai

Comt
As of 31 December 2007 2,333 7519 )
Addtions 1588 13,024 14 620
Additions #a a result of business combinations 688 588
Cesposails
ks of 31 Decembar 2008 3.629 21,331 25280
Accumulated deprociation
As of 31 December 2007 (689) E512) {1.201)
Charge for the year (1.008) {7.8520) (8.928)
Elminated on disposals _
As of J1 December 2008 (1,685) 8.432) {10,127
Net book value
As of 31 December 2007 1,644 7107 B, 750
As of 31 Decamber 2008 2,234 12,899 15,133

12 INVESTMENTS IN ASSOCIATES

Imesiments in associates as of 31 December 2008 and 2007 consisted of the following:

LCC "OZNA LLC “0OZNA-

Imstaicon” _Neftegazmash” Total
Carrying value as of 31 Decemiber 2008 582 __ - 562
Acquisition of associate - B 122 3B12
Excess of Group’s interest in net pssats acnuined
o consideralion paid on acoussition of
associate . (513) {513
Group's share in profit for the year 2078 4112 2480
Carrying value as of 31 December 2007 2.740 38,021 38,761
Group's share m profit for the year 218 T2 280
Carrying value as of 31 December 2008 2,958 36,093 39,051




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)

Details of the Group's significant associates as at 31 December 2008 were as follows:

_____ Ownership, %
Date of Principal 3 December 11 December
Mame of sasociate Country _acquisition activity 2008 2007
LLC “OZNA- Russian Seplemnber  Rent of production
" Foederation 2007 30.5% 30.5%
LLC "OINA Imstaloon” Kazakhstan  March 2005  Post sales finshed
goods mamianancs 48% A%

ammummmmuucﬂmm'm LLC "OZNA Imstaicon”

s presented below:
1 December 3 December
2008 2007
Total assals 131,477 138.8M
Total habiifes 7 104 18,178
st 325018 124,373 123,893
Group'a share. of associnle’s net seset 39.051 38.781
13. INVENTORIES
Inventory balances as of 31 December 2008 and 2007 were as follows:
31 December
31 December 2007
2008 {restated)
Raw materials, Including:
Componanis 452,238 178 458
el 144 504 120528
ERectronic parts 61,165 50685
Construction maleriala 13027 14,174
Armatue parts 8275 5,504
Omher B0.602 77337
Less alitwance for slow-moving inveniones
Total raw matarls TE3 44 444811
Work in prograss 281,433 106 241
Fished goods IT8.6Ta 149 655
Goods lor resals 3651 7201
Total t.HJ,H#_ 707,708

As of 31 December 2008, raw materiais and finished goods with a carmying amount of 150,843 thousand
Russian Rubles (2007 149;ﬂmmmﬂmum!mﬂmmmgmnm to the

A |




OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

gm#mm
1. TRADE AND OTHER RECEIVABLES

Trade and other accounts raceivable as of 31 Decamber 2008 and 2007 were as follows:

31 Dacomber 31 Decamber
2008 2007
Trate accounts recetvable from hd parties 520,211 538.083
Trade accounts receivable from reiated parties 08 1.784
Advances paid 10 third parties 165,000 381,352
Arvences paid t0 related parties 665 301
Oiner recelvables and prepayments 20,154 o087
Other recaivables Jot sates of subsiary 814 T8940
Less aflowance for doubtful receivables (16.837) {11.259)
Towl 780,313 549 258

MﬂmmmhwmmmmmmeEHMMam
amount of 16,837 thousand Russian Rubles (2007: 11,259 thousand Russian Rubles) were included
nammmmmmmmmmﬂmmm
financial difficulties.

WWW'WthMMEEMMaMMM

ﬂunmmd!puhdtwhﬁmmuﬂadap&mmwmmmmmm
outstanding overdus amounts

Bafore accepling any mmm.mempmmmwmmm;mmm
customer's credit quaity. Of the trade receivables balance at the end of the year, the Group's five
mm;mmsmduwm;mr; 2 2% of the total balanca)
represent B9.8% (2007 39%) of the outstanding balance

!Mmﬂmﬁmm‘smmﬂhﬁnnumdabuswﬂummmm.ﬂzmm
rubles (2007 zna.tamm:nmmnmmmpmmm which the Group shill
considers recoverabie (i . not impatred). The Group does not hold any collateral over these
cutstanding balances.

mﬂmdmmmmmmmm

31 December 31 Docember
2008 2007
jass than 30 days 303,747 105,363
3090 days 71.500 73052
sy b e g
Thareafies 12 221 3018

Totl s21.707 293,182




OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES 7O THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2008
{in thousand of Russian Rubles)

15

18.

Wmm&wmmmm

Ageing of impaired trade and other receivables

lezs than 30 days
30-90 dayn
#0180 doys
180-350 days
Thersafter

Total

VALUE-ADDED TAX AND OTHER TAXES RECEIVABLE

31 December 31 December
2008 2007
11.259 8.128
5,578 18,580
3. 780
{12 055)
16.837 11,258
31 Decamber 31 December
2008 2007
820
551
248 '
15420 11250
16,837 11.259
——

vuuemmwanmmmmmﬂnmmmzmrmm

the following:

VAT reimbursabile
Ciiher taxes recaivable

Totai

SHORT-TERM INVESTMENTS IN SECURITIES AND OTHER FINANCIAL ASSETS

3 December 11 Decomber
2008 2007
77.654 56,505
4.222 10,478
— 82118 !!‘.l'ﬂ'

&mmmmunmmurmwrmudm December 2008 and 2007

consisted of the following:

Avalanie-for-sale imvesiments carmed ai fair value
Redeematie nofes from third parties
Redesmabie notes from related parties

Loans given o third parties
Loars given fo releted paries

Total

33

31 December 31 December
2008 2007

2963 883
- 1,000
883 3.983
37.600 11,895
72108 A2.972
110,671 58,830




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. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as al 31 Decamber 2008 and 2007 consisted of the following:

31 Decamber 31 December

2008 2007
Cash in banks, Iy RUR 54,718 35378
Cash in banks, In USD 1222 15
Cash in hand 49 180
Tetal J61.656 15 584

Short-term bank deposits as at 31 Decamber 2008 have different matunity penods. but can be
withdrram without any restrictions.

mmmdm@mmmwm-mmmmwmm
| 31 December 31 Decembar

2008 2007
B8- - BBB+" Rating 32 790 18.343
B- - B+" Rating 3,792 3285
Without rating 2T.024 15,350
Cash on hand and olher cash equivaients 50 605
Tolal 363,656 _m

* Credit qualty analyses of the sccount balances and shor-lerm bank deposits is made on the basis of credit
ratngs of Independent rating agencies Standard & Poor's and Fitch Rasing

Cash and cash equivalents fair value s equal to their balance value

18. SHARE CAPITAL

The share capital of the Group as of 31 December 2008 consists of 504, 369,264 authonzed, issusd
and fully paxd ordinary shares with a par value of 1 Russian Ruble.

The share capital of the Group as of 31 December 2007 consisted of 4. 503,297 authorized. issued
and fully paid ordinary shares with a par value of 1 Russian Ruble.

In 2008 OJSC Hoiding Company OZNA was created. Payment for shares was performad by transfeming
of 4,503 297 shares of OAQ "AK OZNA" 1o OAD " HC OZNA" (see Note 1)

As of 31 December 2008, the sharehoiders of the Group are represanted by

Sharsholdar %

Marst Marsovich Akhmaetshin 24.67
Mzt Fanlyench Fattakhoy 24 67
Anmur Valeryevich Khazigaleev 24,87
Yurals Holding BY 2590
Total 10000

l




OPEN JOINT STOCK COMPANY “HC "OZNA" AND SUBSIDIARIES

mmmmmmmmmnmm
FOR THE YEAR ENDED 31 DECEMBER 2008

EW&MM

As of 31 December 2007, ﬂuwjmﬁmupmwmbr'

Shanshokder %

Maral Marsowch Akhmaetsien 2222
Marat Fanityewnch Fanaknoy w2
Arar Valeryevich Khazigaleey 2156
Abrzander Viadimirovich Ashibmin 4 53
Erich Hackstock 450
Totad 100.00

19.

The halders of ordinary shares have voting rights but no guarantee of dividends. Ordinary shareholders
anmwm.mmmmmmMMdmw

in the statutory financial statements of the Company. These profits differ from profits recorded under
IFES

Dividends paid to shareholders are determinad by the board of directors and declared and approved
at the annual shareholders’ meeting

in 2008, OJSC "AK OZNA" approved dividends of 171,042 thousand Russian Rubles (38 Russian
Rubles per share) for the first haif of the year 2007 These dividends were paid during 2008.

INCOME TAX

The Group's provision for income tax for tha year ended 31 Deacember 2008 and 2007 was as follows:

Year endod Yoar ended
31 Decambmer 31 December
2008 007
(restated)
Curmand fax axpenss 130,710 21030
Defarmad tax bennfit (30,747) (13 E28)
ERzct of the tax rate change (6.06848) =
Total 93,885 207,402

Deferred taxes reflect the net tax affects of temporary differences between the carrying amounts of
mmmuwmpumummmmmmrmwm



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

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

The tax affect of the major temporary differences that gave rise to the deferred tax assets and liabiities
a5 a1 31 Decamber 2008 and Z00T is presented below:

11 December
3 Decambor 00T
2008 restated)
Deferred tax assots
Accrual of awdit, consulting and other profeasional services 13,230 1.2
Defmmed revenus 8,717 -
Propaid expanses 8,266 -
I Bard 83738
Propery, plant and eguaprmient 6,287 .
Allowance for doubtful receivables 3,387 ama
Provision for slow-moving inventory 1279 %35
Total 48,941 11203
Deforred tax labilites
Cifference in dupreciable value of property, plant and equipment 77882 79 439
Other adiustments 1,260 .
Total 79,282 T!iﬂl

The statutory tax rate effective in the Russian Federation was 24% in 2008 and 2007, The taxation
charge recorded in the consolidated income statement differs from that which would be obtained by
appiying the statutory income tax rate to the net profit before income tax. Below Is a reconcifiation of
theoratical Income tax at 24% 1o the actual expense recorded in the Group's consolidated income

statement.
Yearended
31 Decomber
31 December 2007

2008 jrestated)
Profit before ncome tax 371885 761,924
Thecratical income tax at statulory rate of 24% 88,255 182862

due to;

Tax sffect of axpenses that are not deductible in determining t=xable
profit 10,708 24 540
Eftect of profit tax rade change {6.068) -
Income tax expense 93,895 207.402

20. TRADE ACCOUNTS PAYABLE
Trade payables as of 31 December 2008 and 2007 consisted of the following.

31 Decambar 31 Decomber
2008 2007
Trade payables to third parties 17 542 Gleee
Trade payables o refaied parties 7 664 40 261
Tatal 525407 104,260

m&mmwmﬂmwﬂtammfmmmandumsm

17 days in 2007 up to 71 days in 2008. During this penod, no interest is charged an the cutstanding
balances,

35




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)

11, TAXES PAYABLE

Taxes payable as of 31 December 2008 and 2007 consisted of the foflowing:

31 December 31 Docambar
2008 2007

Value-added tax 121.828 183

Unified socal tax 12 449 10,542

Personal incoms L 8,045 4852

Property tax 1.8 1.014

. Ol 202 G928
144 956 17.51%

1. SHORT-TERM BORROWINGS

Short-term barrowings as at 31 December 2008 and 2007 consisted of the foliowing:

Cenominated (nterest rate, Interest rate, 31 December 31 December

in currency 2008 2007 2008 2007
0JSC “Sberbank RF RUR BY%-17% 8§%-13% 56 AT1 427 B21
CJSC "UniCredit Bank” AUR B%-24,5% 9.93% 35,008 205110
OJSC “Wiest-Sibarian Bank™ RUR 1.5%-14T% - 18,674 -
QJSC “Bank of Khanty-Mansiysk® RUR . 13% . 1.800
Boda RUR - 10.5% - 158 Daa
0JSC "Neftegazmash” RUR 10% - 2,847 .
LLE “Avtofirma OZNA™ RUR - 10% - 78,560
LLE *Irstarprom” RUR - 283% - 21217
Total 414,501 902,342

m&wpmmdmndsmizmm.mnmmaanmmﬁmﬁﬁunww
pef bond. Bonds mature in 3 years. RBonds are callable at norminal valua in one year. During 2008 bands
for a total amount of 160,213 wera redeemed (2007 339,787). The coupon IS payable twice per year.

At 31 Decamber 2008, property, plant and equipment with a camying amount of 205,802 thousand
Russian Rubles (31 Decamber 2007 238 270 RR) was pledged as secunty for short-lerm bomowings
granted to the Group (Note10).

As of 31 December 2008, finishad goods with carmying amount of 150,843 thousand Russian Rubles
(31 December 2007 raw mateniais and finished goods: 148 945 RR) were pledged as security for shon-
wm-mhh%{ﬂﬂﬂ}.

As of 31 December 2008, the Group has non-pledged borrowing with a camying amaunt of
35.009 thousand Russian Rubles.

ar




JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

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

7). ACCRUALS AND OTHER PAYABLES

Acerial @nd other payables as of 31 December 2008 and 2007 consisted of the following:

31 Decombar
31 December 2007
2008 (restated]
Payroll and bonus gccnsal 92 664 66,995
LUnysad vacahon nocrual 17 548 7 041
Warary prowision 11836 6,483
Diner accruals and payables 8923 11,512
Tatal 129,571 92,032

4. RELATED PARTIES

Mmmmwmwhmmmmmmmmrm
the foliowing transactions with reiated paries:

Yoar endod
11 Decamber 31 Docamber
2008 2007

Fevenus from other related paities 552 2,857
Purchases from other relaied parties 153 .
Imeres! incoma from asseciale parties 1.063 280
imerest ncome from other related pares 5,540 8,181
irfevpst expenss 10 associale parties 1.9668 -
inisrest expenss to other related parties 147 238

TMMmmmmmmmnmmmmﬂuMm
unraiat=d parbes.

The amounts cutstanding are unsecured and will be setfled in cash. No guarantees have been given
or recenved. Na allowance has been made for doubtful debts in respect of the amounts owed by relaied
paties.

Remuneration of key management personnel

Key management personnel of the Group receive short-term employee benefits. in 2008 and 2007
mmmmmdﬂjﬁ and 29,003 thousand Russian Rubles.

#5. FAIR VALUE OF FINANCIAL INSTRUMENTS
mmmmwmwmumm;m

. mtﬁruumﬂmmmmmmmmmwmmm
Uaﬂdmm#mﬁm“mmwmmnmmwm:m

«  The fair value of other financial assets and financial liabilities (excluding dernvatives) are
determined in accordance with generally accepted pricing moded based on discounted cash flow
mﬁmmmmwmam

believes that the carrying values of financial assets and financial lizbilities recorded at
amortisad cost in the financial statements approximates their fair vaiues

8



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)

18, RISK MANAGEMENT
Capital sk management

The Group manages its capital fo ensure that entities of the Group will be able to continue as a going
concem while maximising the return to the equity halder through the optimisation of the debt and equity
balance The management of the Group reviews the capital structure on 3 regular basis. Based on the
results of this review, the Group takes steps 10 balance jts overall capital structure through the paymant
of dividends, new share issues and share buy-backs as weill as the issue of new debl or the redemption
of existing debt.

Major categoriea of financial instruments
mm*ammmmmmmmumnmmm
payables and accruals. The main purpose of these financial instruments s o raise finance for the

Goup's operations. The Group has vanous financial assets such as irade recevables. investments
in securities and cash and cash equivalents.

31 Dacember 31 Decembar
2008 2007

Financial assets
| smny and receivables (inclutfing cash and cash aguivilernis)
Cash and cash equivalents 55,080 35584
FRedeamable notes 863 3963
Loans given 109,708 54,867
Trade mceivables 20 520 539,807
Total finencial assets 1.064 848 834,291
Financial liabilites
Measured af amarntisod cosl
Loans and borrowings 414,501 o
Othar financial habiilie s
Trade paynbles B25 407 134 260
Total financial liabilities 1,035,908 1,036,602

The main risks arising from the Group's financial instruments are interest rate, credit and liquidity
nsks.

Market risk

Exchange rate risk
wmmmmmmmm-mmmmﬁmpm
as Russian Federation countaragents make more than 80% of the Group's annual turnover. The Group

mmmmhm'mmpm‘twmmmmmmd
any financial instruments.



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)

Interest rata risk

wmmummmwmmgmmﬂ-ﬁuﬁmmmnm
results of tha Group.

mmmmmmmdeﬁtmmﬂHMmﬁm‘m
mmmmm.mmmwmmmwmmmwh
wdummm*sﬁmdﬂmw:ummmmmmmmwmmmumnm

Price risk

wmmmmmuhahmm wmmrﬁmﬂm'tmm
for ke investments. Tm&wdnm'tmmnmmmmmmmum
nmﬂmmmmmmmwnManmmmum

mmmmmwmﬂamwm“mmﬂmmﬂmwm
mm.mwuﬂmﬁmmm‘tmummm
m‘tmmmwmmmmmw

meIM:mmmmmgmnMnfwﬂhmﬂwmmmmp
mmmmummwwmmmmmmmmd
cradit imits for each separate chent monthly.

Mmemmmmdwmwnmmm
mmmmmmummmmz

11 December 2008 31 Dacomber 2007
%intotal Outstanding % in total Cutstanding
Customer location recoivables balance receivables balance

————

LLC “LING service” HNekaugansk 3% 244,089 ath 91,841
CISC “Vankamelt® Mrasnoyarsk 29% 230,503 18% 178,135
0JSC *NK Rosnelt’ Mascow 16% 126 B48 2% 22100
OUSE “Surguinefiegaz” Surgut B 4141 3% 21287
DJSC “Gazprom nef®  Moscow /St Petersburg 5% 42,105 ™ 74413
Total 90% 707,768 I9% 393,358
Liquidity risk

LMMBMMMMWH not be able to settie ail kabilities as they are due. The Group
nmmmwuﬂmmmmum The above mentonad



OPEN JOINT STOCK COMPANY “HC “OZNA" AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

EOR THE YEAR ENDED 31 DECEMBER 2008
fin thousand of Russian Rubles)

mmmmmmﬂypmﬂadmuﬁwsmmﬁMMpﬂamh
operational activity as at 31 December 2008 and 2007. basad on contractual undscounted payments.

31 Decambser 31 Decembear
2008 2007
Past due 67,341 87T
Due within three maniha 53,840 §1.820
Due from (hres (0 six months 9309 12,384
Due from tix months o twalve months 484 557 1304
Diuse within more than twehve months 10,360 -
Total 625,407 134.260
The Group short-lerm borrowings are repayable as follows:
3 December 3 Decombar
2008 2007
D within (hrea months 171,042 JBA (S8
e from thres to welve manths 243,458 A34 244
Total 414,501 902,342
31 Decamber 11 Decembear
2008 2007
itanesl axpense T2.154 83,800
intarest pakd 74,400 44 092

MMMMManMmﬂmmmHUBH.BﬂW

mmmnmﬂhmmmmmdﬂmmhmmtham
mwhmmmmmmuwmwwmdmmm
mwm.deMGmmmmmWamm

Buﬂmﬂmﬂdmw,m&mmmmmﬁﬂuwﬂmm

Gearing ratio
m&mphmwwmaummw;nmmzumuﬂmnm

31 December 31 Decamber
2008 2007
Debt ) 414,501 02,342
Cash and cash equivaients (Note 17) 363 658 15,584
Met detit 50,845 856,758
Equity (W) 1,455,769 1290828
Net debt to equity ratio 0.03 0.67

(i) Debt is defined as shor-1arn borrowinga,
memmmmmumumdmm.
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Net debt JEBITDA

Met dabt /EBITDA as at 31 December 2008 and 2007

31 December 31 Decamber
2008 2007
Protit before Ihcoms (i ar1.095 TE1.924
Pius property. plam and sguipment accumulated depraciation 55,485 43 540
Phus mtenest expense T2.154 A3803
rus intesest Ncome 10875 45 499
EBITDA 591,658 Baz.7E8
Nt dati 50,545 B66.758
Net dobUEBITDA 0.10 1.03

77. COMMITMENTS AND CONTINGENCIES
Litigation

The Group has been and continues io be the subject of legal proceedings and adjudications from time
to time, none of which has had, individually or in the aggregate, a material adverse impact on the
Group. Management believes that the resolution of all such matters will not have a material impact
on the Group's consolidated financial position or operating results.

Taxation contingencies in the Russian Federation

The govemment of the Russan Federation has commenced a revision of thie Russian tax system and
passed certain laws implementing tax reform. The new laws reduce the number of taxes and overall
tax burden on businesses and simplify tax legisistion. However, these new tax Bws continue to rely
heavily on the interpretation of local tax officials and fail to address many existing problems. Many
issues associated with practical implicabon of new legisiation are unclear and complicate the Group's
tax ptanning and related business decisions.

In terms of Russian tax legisiation, authonties have a penod of up o three years io re-open tax

daclarations for further inspection. Changes in the tax system that may be applied retrospectively by
authorities could affect the Group's previously submitied and assessed tax declarabons.

While managemant believes that it has adequately provided for tax habilities based on its

of current and pravious legisiation, the risk remains that the tax authonties in the Russian Federation
could take diffening positions with regard 1o interpretative issues. This uncertainty may expose the
Group 1o additional taxation, fines and penalties that could be signficant Management estimates
total unprovided amount of possible tax rsks to be approximately 5 560 thousand Russian Rubles.

Environmental matters

Tha Group is subject to extensive federal and local environmental controls and reguiations, The
Group's management believes that the Group operations are in complanca with all current existing
environmental legislation in the Russian Federation. However, environmental laws and regulations
continue to evolve. The Group (s unable to predict the timing or extent 1o which those laws and
raguiations may change, or the cost thereby.
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Russian Federation risk

As an emerging market. the Russ:an Federation does not possess a fully developed business and
reguiatory infrastructure including stable banking and judicial systems, which would generally exist in a
more mature market economy. The aconomy of the Russian Federaton s charactensed by a currency
that s not freely convertible outside of the country, currency controis, low liquidity leveis for debt and
equity markets, and continuing infisbion. As a resull. operations in the Russian Federation involve nsks
that are not typically assocated with these in more developed markets.

The stability and success of the Russian economy and the Group's business mainly depends on the
effectiveness of economic measures undertaken by the govermnmment a5 well as the deveiopmant of
legal and political systems

Ongoing Global Liquidity Crisis

The financial markets. both giobally and In Russian Federation, have faced significant volatility and
iquidity constraints since the onset of the global financial crisis, which began to unfold in the autumn
of 2007 and worsenead since August 2008. A side effect of those events was an Increased concam
about the stability of the financal markets generally and the strength of counterparties, and many
lenders and institutional invesiors have reduced funding to borrowers, which has significantly reduced
the liquidity in the global financial system.

While many countries, including Russia, have recently raported improvement of the situation in the
financial markets, a further downturn can shill occur, and further state support measures might be
required Adverse changes arising from systemic risks in global financial systams, including any
sightening of the credit enviranment or from decline in the oil and gas prices could slow or disrupt the
Russian economy, adversely affect the Group's access io capital and cost of capital for the Group
and, more generally, its business, results of operations, financial condition and prospects.

While the Russian Federation govemment has introduced a range of stabilization measures aimed at
providing liquidity to Russian banks and campanies, there is continuity of uncertainty regarding the
access to capital and cost of capital for the Group and its counterparties, which could affect the
Group's financial position, results of operations and business prospects.

Insuranco

in 2008 management has determinayd the following main insurance types according to the Group
mnsuarance policy.

. Froperty, plan! and equipment insurance,

» Dangerous objects insurance,

«  Third paries liability insurance for damage occupied dunng starting work implementaton,
adjustment and alignment.

= Liability insurance of the legal institute for it's officials in the administrative duty exercise.

. Accident insuranca,

« Cargo insurance.

Management belisves that the Group has an adequate insurance coverage of the risks that could
have a material adverse affect on the Group's operations and consolidated financial position.

Capital commitments
Contracted capital expenditures st 31 December 2008, amountad to 1,018 thousand Russian Rubles,

mostly nominated in Russian Rubles. According to the Group estimabon, confracted capial expenditures
amounted ta 1,018 thousand of Russian Rubles. will be camied out in full in 2008.
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28. EVENTS AFTER THE BALANCE SHEET DATE

On 24th February 2009 OJSC "HC "OZNA" sold 2% of an authorised charter capital of LLC “OZNA-
West Siberia” and decreased its ownership 1o 49%,

in 2008 OJSC "HC "OZNA’ issued additional 59,228,510 shares, which were paid in cash, totally
254 883 thousand of Russian Rubles. The report on results of additional shares” release of

OJSC "HC "OZNA" was registarad on 30th April 2009 by Regional branch of Federal Agency of
e financial markets in Southeast region.

In February 2008 the Group acquired 30,24% of the shares capital of LLC “OZNA-Neftegazmasnh”
from LLC “VEK" for 41,800 thousands of Russian Rubles. Total share of the Group in the share
capital of LLC “OZNA-Neftegazmash® became 60%.
Basad on the contract concluded on 12 June 2009 the Group has disposed its 48% of equity
nvestmant in LCC "OZNA imstalcon”

23 RESTATEMENT

Correction of an error related to inventories

in 2008 the Group identified an error relating to the allocation of costs to the work in progress.

As a result the Group adjusted its consolidated financial statements, specifically opening retained
eamings as of 1 January 2007 and certain financial statement line (fems as at and for the year anded
31 December 2007

Summarized effect on the consclidated income statement is presented below:

For the year ended 31 December 2007

Pravious report
statoments Adjustmants Hestatod
Corst of siles (2.877.101) 19,685) {2,886,788)
Gioss profil 1,360 458 (8.685) (1.358.771)
Prafit before income tax 91785 (9.685) T82 100
income tax {200.726) 2,324 {207 402)
Profit for the yaar 582,058 {7.381) 574 598

Summarized effect from consoclidated balance sheel adjustments is presanted below

As at 31 December 2007
Proviouns reporn
statements Adjustments Foestatedg
Dwferred lax assels 4 858 6,375 11.233
Irventones T34.272 [26,504) TOT. 708
Hetained aamings 1282 126 (20,189 (1281.937)

As at 1 January 2007

Previous report
statoments Adjustments Restated
Daferred tax gogets - 4,051 4051
Inventanies 596,847 {16 .87 579,088
Hetained aamings ‘BTI5.776 (12.828) BE2, 548
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symmarzed effect on the consolidated statement of cash flow is presented below:

For the year ended 31 December 2007

Previous report
statements Adjustments Restated
Profit batore incomie tax 791, 7E5 (9.685) 782,100
Operating profit before working capitsl changes 881,200 1) 871,515
Incragse n inventories (123.249) 8,685 {113 584)

Correction of presentation of consolidated statement of cash flows

in 2008 the Management has restated comparative amounts reiating to presentation of the advance
consideration paid for LLC "Automation means control”. As a result “Increasa in trade receivables
and othier receivables” and “Purchase of investmant in subisidiary” wera restaled for the amount of
RUB 59 336 thousand.

Summarized effect on the consclidated statemeant ol cash fiow is presentad below:

For the year ended 31 Decembar 2007
Previous report Recoroed
statemants __Adjustments amounts
incraase m irade accounts and cther receivablas (422 923) 58,338 (363 587)
Cash tows from operations 2683583 50,338 321 BE9
Nel cash used in operaling acthvition (B1,8285) 59,336 (22 480)
Purchase of investments in subsidiary &= rpy) 58.338) (8.713)
Mt cash used in investing activities {(BA, [58,338) (147 B&SE)



