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STATEMENT OF MANAGEMENT RESPONSIBILITIES FOR THE PR EPARATION AND APPROVAL OF
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

Management of the Group is responsible for the preparation dbtbap's consolidated financial statements, which preséhy fa
and in all material aspects the financial position of the Grasijat 31 December 2008, as well as results of its activities, taws
and changes in equity for the year ended 31 December 200&npl@ance with International Financial Reporting Standards
("IFRSs").

In preparing these consolidated financial statemémtsGroup's management bears responsibility for thewiolg:

- selection of appropriate accounting policies and tbamsistent application;

- making reasonable measurement and calculations;

- adherenc to IFRSs concept or disclosur: of all materia departure from IFRS¢ in the note: to the Group" consolidate
financial statements;

- preparation of the consolidated financial statements aaegrtti the going concern assumption, under which the Group is
ordinarily viewed as continuing in business for the foresexélilire, except for the cases, when this assumption is nallyeg
acceptable

Management of the Group is also responsible for:

design and implementation of an effective and ré@iatternal control in the Group;
- keeping proper accounting records that disclose with reaserioluracy at any time the financial position of the Group and
ensure the compliance of the consolidated finarstéements with IFRSS;

- accounting records maintenance in compliance with the Bigsis of those countries, in which the Group's companies are
registerec

- taking reasonable steps to safeguard the assets Girthup;

- detection of and prevention from frauds and errors amer atregularities.

This information prepared according to IFRSs is appravedehalf of the Group's management.

On behalf of the Group's managem

Evgeniy Leny Mikhail Golubitskiy
Managing Directc Financial Director

Notes on pages 11-51 form an integral part of these consolidataelcial statements under IFRSs. Independent auditor's report
on the consolidated financial statements under IFRBsesented on pages 4-5.
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INDEPENDENT AUDITORS' REPORT
To Owners of the Group of companies "Ukrzernoprom-Agro"
Report on the Consolidated Financial Statements

We have audited the consolidated financial statementseoGttoup of companies "Ukrzernoprom®, which comprise the
consolidated balance sheet as at 31 December 2008, catedlithcome statement, consolidated statement of changes
in equity and consolidated cash flow statement for the yrelee 31 December 2008, summary of significant accounting
policies and other explanatory notes.

Management’s Responsibility

Management is responsible for the preparation and fair pregmmntaf these consolidated financial statements in
accordance with International Financial Reporting Standardis fEsponsibility includes: designing, implementing and
maintaining internal control relevant to the preparation andgeésentation of financial statements that are free from
material misstatement, whether due to fraud or error; selectidgapplying appropriate accounting policies; and making
accounting estimates that are reasonable in the citemces.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these condelitifinancial statements based on our audit. We have
conducted our audit in compliance with International Stanslama Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to nlegisonable assurance whether the financial statements
are free from material misstatement.

The procedures selected depend on the auditor's judgmeniglinglthe assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In ngattiose risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presematibthe financial statements in order to design audit
procedures that are appropriate in the circumstances, but nothémparpose of expressing an opinion on the
effectiveness of the entity’s internal control. Audit alsolirdes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimatksby the management.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basis foraudit opinior
Basis for Qualified Opinion

The basis for qualified audit opinion on the cordatied financial statements for the year ended 31Deee2007:

1. We did not participate in the stocktaking of inventories agdcultural products available as at 31 December 2007,
since this date precedes to our assignment as the Group'sraudiue to the nature of the Group's business, we were
unable to satisfy ourselves as to the quantity of inventories agricultural products as at 31 December 2007 and

confirm the corresponding expenses as a part of the consolidatethe statement under IFRS for the year ended 31
December 2007, using other audit procedures.
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2. Due to the nature of the accounting records of several Groupsdsaries, we had no opportunity to obtain sufficient
audit evidence as to the historical cost of certain items of gigpplant and equipment included in these consolidated
financial statements under IFRS at the book valukreramount of UAH 898 thousand as at 31 December.200

We are not able to assess the effect of these modificationthéoyear ended 31 December 2007 on the consolidated
financial statements for the year ended 31 Decemis8.20

The basis for qualified opinion on the consoliddirdncial statements for the year ended 31 Decemtis: 20

1. We did not participate in the stocktaking of inventoriesj@gdtural products and current biological assets available as
at 31 December 2008, since this date precedes to our assigasitre Group's auditors. Due to the nature of the Group's
business, we were unable to satisfy ourselves as to the quaitinventories, agricultural products and current
biological assets as at 31 December 2008 and confirm the cords expenses as a part of the consolidated income
statement under IFRS for the year ended 31 December @8i0§ other audit procedures.

2. Due to the nature of the accounting records of several Groupssdsaries, we had no opportunity to obtain sufficient
audit evidence as to the historical cost of certain items of gmgpplant and equipment included in these consolidated
financial statements under IFRS at the book value in the atrfudAH 796 thousand as at 31 December 2008. We are
not able to assess the effect of this misstatement on thelidated financial statements for the year ended 31 Decembe
2008.

Qualified Opinion
In our opinion, except for the influence on the consolidaiedricial statements of issues, stated in previous paragraph,
the consolidated financial statements give a true and faiw df the Group's financial position as at 31 December 2008,

its financial performance and cash flows for the year, ended 8deBber 2008, in compliance with International
Financial Reporting Standards.

Managing Partner

“BAKER TILLY UKRAINE” LLP Alexander Pochkun
XX xxxxxxxx 200X

Kyiv, Ukraine

Registration NoXXX
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LLC "UKRZERNOPROM AGRQO" AND ITS SUBSIDIARIES
CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 200¢

(in UAH thousand, unless otherwise sta

Year Year
ended ended
31 December 31 December
Note 2008 2007
SALES REVENUE 4 155 907 90 902
COST OF SALES 5 (129 391) (82 703)
18
Net change in the fair value of agricultural products a
biological assets 7940 12 530
GROSS PROFIT 34 45¢ 20 72¢
OPERATING EXPENSES
Distribution costs 6 (9 987) (7 082)
General and administrative expenses 7 (19 165) (6 284)
Income from government grants 8 9670 8 320
Other operating income /(expenses), net 9 (9 750) (4 426)
Financial income/(expenses), net 11 (5 604) (7 337)
Foreign exchange gains/(losses), net 10 (27 222) (1 086)
PROFIT BEFORE TAX (27 602 2 83¢
Income tax 13 196 141
NET PROFI1 (27 406 297¢
NET PROFIT/(LOSS) FOR THE PERIOD
Shareholders of the Group of companies "Ukrzernoprom Agro" (27 699) 2693
Minority interest 293 282
On behalf of the Group's managem
Evgeniy Len Mikhail Golubitskiy
Managing Directc Financial Director

Notes on pages 11-51 form an integral part of these consolidataolcial statements under IFRSs. Independent auditor's report
on the consolidated financial statements under IFRBsesented on pages 4-5.
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LLC "UKRZERNOPROM AGRQO" AND ITS SUBSIDIARIES
KOHCO.JII/II[I/IPOBAHHbIﬂ BAJIAHC

FOR THE YEAR ENDED 31 DECEMBER 2008

(in UAH thousand, unless otherwise stated)

ASSETS 31 Decembe 31 Decembe
Note 2008 2007

Non-current assets

Property, plant and equipment, net 14 85741 36 179
Intangible assets 15 285 -
Deferred tax asset 13 548 320
Non-current financial investments 16 1469 270
Other non-current investments 17 3096 12
Total non-current assets 91 139 36 781

Currents assets

Current biological assets 18 96 399 36 816
Inventories 19 24 545 14 713
Agricultural products 20 22 584 1329
Trade and other receivables, net 21 13 854 21 682
Prepayments to suppliers, net 22 18 617 9 603
Taxes recoverable and prepaid, net 23 11749 4 836
Income tax prepayment 167 -

Short-term deposits 25 20 000 -
Cash 24 1379 1200
Other current assets 26 19 327 2
Total current assets 228 621 90 181
TOTAL ASSETS 319 76( 126 96:.

LIABILITIES AND EQUITY

Equity

Share capital 220 700 23 098
Retained earnings (6 814) 19 847
Total equity attributable to equity holders of the parent 213 886 42 945
Minority interest 2 300 985

Total equity 216 186 43 930
Non-current liabilities

Long-term loans 28 70 343 14 877
Interest payable on long-term loans 1873 -

Deferred income 8 932 -

Deferred tax liabilities 13 20 -

Total non-current liabilities 73 168 14 877

Current liabilities

Short-term loans 29 6 630 60 296
Trade and other payables 30 13129 4 442
Advances from customers 31 4 340 628

Accruals and provisions 32 5899 2429
Taxes payable 33 408 360
Total current liabilities 30 406 68 155
TOTAL LIABILITIES AND EQUITY 319 76( 126 96.

On behalf of the Group's managem

Evgeniy Len Mikhail Golubitskiy
Managing Directc Financial Director

Notes on pages 11-51 form an integral part of these consolidagoicfal statements under IFRSs. Independent auditor's report
on the consolidated financial statements under IR®Bsesented on pages 4-5.
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LLC "UKRZERNOPROM AGRQO" AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 200¢

(in UAH thousand, unless otherwise stated)

Total equity Minorit
Share capital Retained earnings attributable to . Y Total equity
interest

shareholders
Balance as at 31 December 2007 23 098 19 847 42 945 985 393
Increase in share capital 197 602 - 197 602 2060 199 662
Net profit for the year - (27 699) (27 699) 293 (27 406)
Effect from the Group's reorganize - 1038 1038 (2 038) -
Balance as at 31 December 2008 220 700 (6 814) 213 886 300 2 216 186

CONSOLIDATED/COMBINED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER
2007

Total equity Minorit
Share capital Retained earnings attributable to . Y Total equity
interest
shareholders
Balance as at 31 December 2006 23186 17 133 40 319 698 41 017
Net profit for the year - 2693 2693 282 2975
Effect from the Group's reorganiz: (88) 21 (67) 5 (62)
Balance as at 31 December 2007 23 098 19 847 42 945 985 43 930
On behalf of the Group's managem
Evgeniy Leny Mikhail Golubitskiy
Managing Directc Financial Director
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LLC "UKRZERNOPROM AGRQO" AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 200¢

(in UAH thousand, unless otherwise stated)

Year Year
ended ended

31 December 31 December
2008 2007

OPERATING ACTIVITIES:
Profit before tax (27 602) 2834
Adjustments to reconcile profit before
tax with net cash
received in operating activities:

Depreciation and amortization 9038 6 790
Change in provision for doubtful debts (1 806) (289)
Loss from crop failure 1909 3889
Accrued interest payable 6 020 7 337
Accrued interest receivable (3 138) -

Loss from exchange differences, net 27 496 1086
Gain/loss from disposal/writing-off of non-current assets 99 (64)
Expenses on discounting of non-current liabilities 2722 -

Net change in the fair value of agricultural

products and biological assets (7.940) (12 530)
Expenses on impairment of agricultural VAT 6 633 -
Expenses on provisions 1556 257
Operating profit before changes in working capital 14 98 9 31(
Changes in working capital:
Changes in trade accounts receivable 5782 (1 258)
Changes in taxes recoverable and prepaid, net (13 546) (675)
Changes in other current assets (136) 5
Changes in current biological assets (53 552) (29 045)
Changes in inventories (9 832) 2750
Changes in agricultural products (21 255) 14 018
Changes in prepayments to suppliers (2 133) (3 824)
Changes in deferred income 932 -
Changes in accounts payable 7878 (3731)
Changes in advances from customers 3712 160
Changes in taxes payable 45 (30)
Changes in accruals and provisions 1914 1694
Ca;h _used in operating (65 203) (10 626)
activities
Interest on loans paid (4 147) (7 400)
Interest on loans received 2875 -
Income tax paid (176) (2)
Net. c;gsh used in operating (66 651) (18 028)
activities
INVESTMENT ACTIVITIES:
Acquisition of property, plant and equipment (30 860) (15 970)
Acquisition of intangible assets (370) -
Cash inflows from disposal of property, plant and pmént 3 76
Purchase of securities (6 950) -
Acquisition of property participatory interests and othen-current investments (2 369) -
Net cash used in investment (40 546) (15 894)

activities
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LLC "UKRZERNOPROM AGRQO" AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 200¢

(in UAH thousand, unless otherwise stated)

FINANCING ACTIVITIES:

Proceeds from loans 53 196 71517
Repayment of loans (77 873) (36 638)
Cash contributions to share capital 152 054 117
Increase in short-term deposits (20 000) -
- (179)

Distribution of profit to shareholders
Net cash received from 107 377 34 817
financing activities

NET INCREASE IN CASH 180 895
CASH at the beginning of the periot 1200 305
1379 1200

CASH at the end of the perio

On behalf of the Group's managem

Mikhail Golubitskiy

Evgeniy Leny
Financial Director

Managing Directc

Notes on pages 11-51 form an integral part of these consolidatalcial statements under IFRSs. Independent auditor's report
on the consolidated financial statements under IFRBsesented on pages 4-5.
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LLC "UKRZERNOPROM AGROQO" AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

(in UAH thousand, unless otherwise stated)

1. SCOPE OF ACTIVITIES

These consolidated financial statements under IFRS comfhisdinancial statements of Limited Liability Company
"Ukrzernoprom Agro" (hereinafter the "Parent company") and itsslidries (hereinafter jointly The Group of companies
"Ukrzernoprom Agro” or "Group").

The Groug carriet on its busines activities within Ukraine The Heac Office of the Paren Compan' is locatec al the
address: 34-c Moskovskiy ave., Kyiv, Ukraine.

The Group was originated in 1999, when the Principal ultimataey® established a number of companies. As at 1 January
2007 the Group had no Parent company and represented a combiotiompanies under the control and managerént
the Principal ultimate owners. During 2007, the Principal udtienowners decided to transfer the control over combined
companies to one holding company LLC "Ukrzernoprom Agro". AslabDgcember 2007 the restructuring of the Group was
completed.

The main direction of the Group's activities is production akadand oil crops (mainly, wheat, rape, barley and sunflower).
The Group produces and sales its products in twelrenegf Ukraine.

As at 31 December 2008 and 31 December 2007 the Group comphiggdand sixteen companies, respectively, which
were registered in Ukraine. The list of subsidiariesthed main activities were presented as follows:

Effective ownership
ratio, % as at 31

Effective ownership

Name of company ratio, % as at 31

December 2008 December 2007
The principal activity - Cultivation of agricultural produ cts
LLC "Djerelo" 99,993% 99,000%
Subsidiary "Khlebodar" of CISC "Ukrzernoprom" 100,000% ,000%
LLC "Ukrzernoprom-Shevchenkove" 99,996% 99,000%
Subsidiary "Zernjatko" 99,965% 99,848%
LLC "Ukrzernoprom-Pogrebische” 99,996% 99,000%
Subsidiary "Kolosyste" 99,072% 91,340%
Subsidiary "Pivdenne" 99,965% 99,848%
LLC "Stepove" 91,697% 99,908%
LLC "Ukrzernoprom-Berdychiv" 99,995% 99,000%
LLC "Ukrzernoprom-Kozyatyn" 99,997% 99,000%
LLC "Ukrzernoprom-Starokonstantiniv" 99,997% 99,000%
LLC "Ukrzernoprom-Derajnya” 99,997% 99,000%
LLC "Ukrzernoprom-Ujutne" 99,000% -
LLC "Ukrzernoprom-Troianiv" 99,000% -
LLC "Ukrzernoprom-Krasyliv" 99,923% -
LLC "Ukrzernoprom-lzmail" 99,000% -
LLC "Ukrzernoprom-lvankyv" 99,000% -
LLC "Ukrzernoprom-Novomyrgorod" 99,000% -
LLC "Ukrzernoprom-Romaniv" 99,000% -
LLC "Ukrzernoprom-Sonjachne" 99,000% -
LLC "Ukrzernoprom-Koparani" 99,900% -
LLC "Ukrzernoprom-Drujba" 99,000% -
LLC "Ukrzernoprom-Kirovske" 99,900% -
LLC "Ukrzernoprom-Prudi” 99,900% -
LLC "Ukrzernoprom-Elyzavetove" 99,900% -
The principal activity - Rendering of services, lease

?ubsidiary of ?JSC "Zheltovodskiy khlebzavod" 100,000% 100,000%
Khlebproduct
LLC "Peremoga" 99,072% 91,340%
LLC "Ukrzernoprom-Polissia" 99,965% 99,848%
LLC "Agro-Garaj" 99,900% -

1
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LLC "UKRZERNOPROM AGROQO" AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

(in UAH thousand, unless otherwise stated)

For the year ended 31 December 2008, the followinggdstook place in the Group's structure:

There was an increase of share capital at the subsidiaries, aslaafewhich the effective ownership ratio changed as
follows: an increase by 0,993% at LLC "Djerelo”, by 0,117% atC_LUkrzernoprom-Polissia", by 7,732% at LLC
"Peremoga”, by 0,995% at LLC "Ukrzernoprom-Berdychiv", by 0,990 LLC "Ukrzernoprom-Kozyatyn", LLC
"Ukrzernoprom-Derajnya" and LLC "Ukrzernoprom-Starokonstantindy'0,996% at LLC "Ukrzernoprom-Shevchenkove"
and LLC "Ukrzernoprom-Pogrebische". As a result of increase in lilaeescapital, the effective ownership ratio decreased
by 8.211% at LLC "Stepove".

For the year ended 31 December 2008, the efective ownershgs rat the Subsidiaries "Zernjatko" and "Pivdenne"
increased by 0,117% due to the increase in the effective owipeaio by 0,117% at LLC "Ukrzernoprom-Palissia", whose
share in the equities of these companies is 100%. For the pel@de31 December 2008, the effective ownership ratio at
Subsidiary "Kolosyste" increased by 7.732% due to the increfsiee effective ownership ratio of LLC "Peremoga” by
7.732%, whose share in the equity of this compaidp@so.

For the year ended 31 December 2008, LLC "Ukrzernoprom Agro'bbsted 14 new companies: LLC"Ukrzernoprom-
Krasyliv', LLC "Ukrzernoprom-lzmail", LLC "Ukrzernoprom-lvankyv", WC"Ukrzernoprom-Novomyrgorod", LLC
"Ukrzernoprom-Romaniv", LLC "Ukrzernoprom-Sonjachne", LLC "Ukmeprom-Koparani', LLC "Ukrzernoprom-
Drujba", LLC "Ukrzernoprom-Kirovske", LLC"Ukrzernoprom-Prudi”, LLC"Ukrzernoprom-Elyzavetove", LLC
"Ukrzernoprom-Ujutne”, LLC"Ukrzernoprom-Troianiv", LLC "Agro-Gatawhich were included into the Group as at 31
December 2008.

For the year ended 31 December 2007, the followinggéstook place in the Group's structure:

The Parent company was established on 13 March 2007 with a shpitalof UAH 23 098 thousand, presented by the
contributions of the Principal ultimate owners (Note 28). The &pial ultimate owners re-registered their shares in the
combined subsidiaries of the Group to the Parent company atattménal value amounting to UAH 23 098 thousand. As a
result of the above transactions, the equity of listed suéisati was transferred from the combined equity as at 31 December
2006 into the consolidated equity as at 31 December 2007thandxcess of net assets in combined subsidiaries over the
amount of the Parent Company's equity at the datecofianization was reflected in retained earnings.

As a result of the Group's reorganization, 0.09% of shares in LLt€pt&/e", and by 1% of shares in LLC "Ukrzernoprom-
Derajnya”, LLC "Ukrzernoprom-Kozyatyn", LLC "Ukrzernoprom-Pogmatiie”, LLC "Ukrzernoprom-Starokonstantiniv"
and LLC "Ukrzernoprom-Shevchenkove", previously held by the digad ultimate owners were not re-registered to the
Parent company, thereby increasing the minority interest as Be8&mber 2007. The increase in minority interest as at the
reorganization date was reflected by a corresponding decreabe Bniounts of retained earnings as a part of net assets
attributable to the shareholders.

LLC "Ukrzernoprom Agro" established a new company, LLC "Ukrzemoop-Berdychiv”, which was included into the
Group as at 31 December 2C

12
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LLC "UKRZERNOPROM AGROQO" AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

(in UAH thousand, unless otherwise stated)

2. BASIC PRINCIPLES OF FINANCIAL STATEMENTS PRESENTATI ON
Statement of compliance

Until 31 Decembe 200¢€ the Groug did nol prepar: its consolidate /combine( financia statemeni in complianc: with
requirements of IFRSs. Until 31 December 2006 each of the Graugpigpanies prepared their stand alone financial
statements in compliance with Ukrainian GAAP.

The date of the Group'« transitior to the financia statement preparatio in complianc: with IFRS¢ shoulc be considere 31
December 2006. The balance sheet date of the Group's firstcfadastatements prepared in compliance with the
requirements of IFRSs is 31 December 2008.

These consolidated financial statements (the financiéérsiants hereinafter) are prepared in compliance with Internationa
Accounting Standards (IAS) and International Financial RepgriBtandards (IFRS) approved by the International
Accounting Standards Board (IASB) and interpretations issued bgrriational Financial Reporting Interpretations

Committee ("IFRIC").

The accounting policy applied for the preparatiorhese financial statements is described in Note 3.

Basis of presentation

The accompanying financial statements are prepared underigtaridal cost accounting except for biological assets,
agricultural products, financial instruments at fairueal

Going concern

These financial statements are prepared on the going conceig) Waich implies disposal of assets and settlenrat
liabilities in the normal course of activities.

Use of accounting estimates

Applicatior of IFRS: require: the use of reasonabl assumptior anc estimate affectin¢ the presentatio of asset anc
liabilities in the financial statements, and disclosure ofittngent assets and liabilities as at the balance sheet Thée
actual results may differ from such estimates.

Functional and presentation currency

The functional currency of the Parent company and each subsidielkrainian hryvnia (“UAH"). The Parent company also
chose this currency as a presentation currency for thepGro

Structure of financial statements
The complete set of the Group's financial statements insltlle following components: the consolidated balance sheet
consolidated income statement, consolidated statemenftasfges in equity, consolidated statement of cash flowgsrto
consolidated financial statements, including a samrof significant accounting policies.

3. SIGNIFICANT ACCOUNTING POLICIES
3.1 Basis of consolidation

a) Subsidiaries

Subsidiaries are all entities over which the Group has the ptovgovern the financial and operating policies generally
accompanying a shareholding of more than one half of the veigigs. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered wdsmssing control measures exercised by the Group over the
company.

13
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LLC "UKRZERNOPROM AGROQO" AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

(in UAH thousand, unless otherwise stated)

Subsidiarie are consolidate from the date of actua transfe to the Groug of the contro ovel their transaction anc are
excluded from consolidation from the date of conteoirtination.

The purchase method of accounting is used to account for theisition of subsidiaries by the Group. The cast
acquisition is measured as the fair value of the assets gaprity instruments issued and liabilities assumed at theafat
exchange, plus costs directly attributable to the acqursitidentifiable assets acquired and liabilities and contihge
liabilities assumed in a business combination are measuitilinat their fair values at the acquisition date. The essnf

the cost of acquisition over the fair value of the group’s shatb®@identifiable net assets acquired is recorded as goodwiill.
If the cost of acquisition is less than the fair value of the asgets of the subsidiary acquired, the difference is recognized
directly in the income statement.

Intercompan transaction: balance anc unrealizer gains on transaction betweel the Group' companie are eliminated
The accounting policies of subsidiaries have been changedewtecessary to ensure consistency with the policies adopted
by the Group.

b) Transactions with minority interest

The Group applies a policy of treating transactions with migariterests as transactions with parties external to the Group.
The result of disposals to minority interests being the diffeeehetween any consideration paid and the relevant share
acquired of the carrying value of net assets of theidiary are reflected in the statement of changesurity.

Where the losses applicable to the minority interest in a caaesteld subsidiary exceed the minority interest in the eqpifity

a subsidiary, the excess and any further losses applicableetoninority interest are charged against the shareholders'
interest except to the extent that the minority has bindinggakibn to, and is able to, make good for the losses. If the
subsidiary subsequently reports profits, the majority interestllocated to all such profits until the minority’s share
losses previously absorbed by the majority has beeveesd.

Minority interest is derecognized when purchased with gain 8 tlm de-recognition recorded in the consolidated statement
of changes in equity.

3.2 Basis of combination

As at 1 January 2007 the Group had no Parent company and repreaeraeibination of companies under the control and
management of the Principal ultimate owners. During 2007, tiecipal ultimate owners decided to transfer the control
over combined companies to one holding company LLC "UkrzemmopAgro”. As at 31 December 2007 the restructuring
of the Group was completed.

The combination principles were not applied to tharficial statements for the year ended 31 December 2008

The contro ovel the combinec companie exists wher the Principle ultimate owner: have the possibility to manage directly
or indirectly, the financial and operating policies of the doned companies with a view to obtain benefits from their
activities.

Financial statements of combined companies and their diabigis are included in the Group's combined financial
statements from the date when the control effectiwetymences until the date when the control effelgtitegminates.

When necessary, adjustments are made to the financial stateofecombined companies to bring their accounting policies
into compliance with the policies adopted by the Group. Adndiicant transactions between the Group's companies,
respective balances on settlements, income and expensegellaas unrealized gains (losses) from transactions are
completely eliminated in combination.

14
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3.3 Functional and presentation currency

Functional currency of the Parent company and each of its sahisslis Ukrainian hryvnia (“UAH"). The Parent company
also chose this currency as a presentation currency for the Groapsdactions in currencies, other than functional, are
considered to be transactions in foreign currencies. Such tit@rsaare initially recorded at exchange rates prevailing at
the dates of these transactions. Monetary assets and lebidienominated in foreign currencies are translated at rates,
ruling at the balance sheet date. All realized and unrealizéts gind losses arising from exchange rate differences are
included in the consolidated income statement iim&@osses) from exchange rate differences, net.

3.4 Revenue recognition

Revenues are measured at fair replacement cost received oratdeesind represent the amounts receivable for goods and
services, provided in the ordinary course of businesatas, net of discounts and taxes associatetl vealization.

Revenue from the sale of goods is recognised when the sigmifitsks and rewards of ownership of the goods have passed
to the buyer, and it is probable that the economic benefitstelo this transaction, will flow to the Group. Income and
expenses relating to the same transaction or othet arerecognized simultaneously.

Revenue from rendering of services is recognized after: the antduatenue can be reliably measured; the probabilfty
inflow of economic benefits related to the transaction; ther@ ipossibility to measure reliably the stage of transaction
completion as at the balance sheet date; and it is possibtee&sure reliably costs incurred for the transaction and costs
needed for its completion.

Interest income is recognized using the effective interest odethnterest income is included in the "Financial
income/(expenses), net" in the consolidated incoatersent.

3.5 Government grants

Governmer grant: represer state aid in form of transfe of resource to the compan' in exchang for compliance in the
past or future, with certain conditions associateth tie Group's operating activities.

Government grants are recognised where there is reasonable asstiranthe grant will be received and all attached
conditions will be complied with. Revenues from governmenntgare not removed with corresponding expenses in the
consolidated income statement.

Governmer grants relating to income are presente in the consolidate income statemer in the "Income from governmer
grants".

Grants related to assets are government grants, the principaitioonir obtaining of which is that the Group should
purchase, construct or acquire long-term assets. It may be aco@dpay additional conditions that restrict the type
assets, their location or timing of their acquisit@rownership.

Government grants related to assets are recorded in the conedlisElance sheet as deferred income, which is recognized
as revenue on a systematic and rational basis ovesdiel life of an asset.

Grants compensating the expenses of past periodscagnized in full in the period of their inflow as ethincome.

The Group of companies receive government grants ifotheof:
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- partia compensatic of interes rate: on loans borrowec by companie of the agro-industric compley in financia
institutions;

- tax allowance on VAT for agricultural purposes;

- subsidies for growing of cereal crops;

- partial compensation for expenses (including partial comgaéns for complex agricultural machinery of domestic
production, grants for the creation of additional workplacestigl compensation for the expenses connected with
disasters, partial compensation for the cost of seedplanting material).

Due to the constar change in the Ukrainiar legislation the list of grants the Group's companie are entitlec to, is subjec
to change.

3.6 Income tax and deferred income tax

Income tax is calculated in compliance with the requirementh@fpplicable legislation as at the reporting date in Ukraine,
a country in which the Group's companies are registered. Incomis takculated on the basis of annual results adjusted for
the items, which are not included in taxable incameannot be attributed to gross expenses.

Deferred income tax is recorded using the liability method orptanary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the consolidafi@eancial statements. Deferred tax liabilities are generally
recognized for all taxable temporary differences, and defernechsaets are recognized taking into account the lefel
assurance in availability of sufficient taxable income, evhienables to realize temporary differences related to gross
expenses.

Such tax assets and liabilities are not recognized if the teanpdifferences relate to goodwill or arise due to the initial
recognition (other than business combinations) of otherteigs® liabilities in a transaction that affects neither tax n
accounting amount of profit.

Deferrec tax is calculate: ai tax rates which presumabl will be appliec durinc the implementatio of the relatec asset or
liabilities.

Deferred tax liabilities are recognized for taxable temporargmihces related to investments in subsidiaries and assiciate
as well as shares in joint ventures, except where the Group ig@btmtrol the reversal of a temporary difference and it is
probable that the temporary difference will not be reackia the foreseeable future.

Deferred income tax assets are recognised for all deductibleotery differences, carried forward to gross expenses, related
to such investments and shares, to the extent that it is prekhbt taxable profit will be available against which the
deductible temporary differences can be utilised hedemporary differences will be reversed in the forddedature.

The carrying amount of deferred income tax assets is reviewedhthedance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be dahble to allow all or part of the deferred income tax asset to be
utilised.

Deferred income tax assets and deferred income tax liabilitesféset, if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and therdeféncome taxes relate to the same taxable entity and the Group
intends to repay current tax assets and liabilitiea nat-basis.

Current and deferred tax for the period - Current and deferred tax argniged as expenses or income in profit or loss,
except when they relate to items recognized as income or egpuirectly in equity (in this case the tax is also recognized
directly in equity), or when they occur in the initiacognition of business combination.
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3.7 Property, plant and equipment
Property plant anc equipmer are recorder al historica cos les¢ accumulate depreciatio anc accumulate impairmen
losses.

The historical cost of items of property, plant andipment comprise:

purchase price, including non-reimbursable import datiestaxes, less trade and other discounts;

- any costs that directly affect the delivery of an asset to atimeand condition, providing its functioning in compliance
with the management's intention;

initial assessment of the expenses for dismantlement aspbskl of items of property, plant and equipment and
restoration of occupied territory, on which the Group assumeditiab in acquisition of this item or as a result of its
operation during a certain period of time for the purpos# related to the production of inventories durhig period.

Cos of asset createi in-houst include: cos of materials direci labol cost: anc the correspondin portior of productior
overheads.

Capitalized costs include principal costs for developmeuit @placement of parts of assets, which increase their ugeful |
or improve their ability to generate income. Costs for repai maintenance of property, plant and equipment, which do
not meet the above criteria for capitalization, arega@®ed in profit or loss of the period in which thegrevincurred.

Depreciable amount is the cost or basis cost of @epnoperty, plant and equipment, less its residulaleva

The asset's residual value is the estimated amount that thep®@rould receive at the moment from the disposal of an item
of property, plant and equipment, less the expected costsidposhl, if the asset has reached the age and condition, in
which, presumably, it will stay at the end of itefus life.

Depreciatiol is designe to write off the depreciabl amoun ovel the usefu life of ar asse anc is calculater using the
straight-line basis.

Useful lives of groups of property, plant and equiphze as follows:

Buildings 3 - 55 years
Machinery and equipment 3 - 20 year:
Vehicles and agricultural equipment 3 - 25 years
Other items of property, plant and equipment 2 - 20 years

Gains or losses arising on disposal or liquidation of itemproperty, plant and equipment is determined as the difference
between sales income and the asset's book valuis egxbgnized in profit or loss.

Construction in progress includes costs directly related to testeuction of property, plant and equipment, including
corresponding allocation of directly applicable variable oeech costs associated with construction. Construction in
progress is not depreciated. Depreciation of construction inrpssgsimilar to other items of property, plant and equipment,
begins when these assets are ready for operation, namely, idyeare in location and condition providing their operation
in compliance with the management's intention.

Impairment of property, plant and equipment

At each reporting date the Group assesses whether there is acgtio that an item of property, plant and equipment may
be impaired. If any such indication exists, management of tloeiGcalculates the recoverable amount of an asset. When it
is impossible to measure the recoverable amount of an indivaks®t, the Group estimates the recoverable amount of a
cash generating unit, to which the asset belongs. When it $silple to determine a reasonable and consistent loésis
allocation, corporate assets are also distributed to indiVickgh-generating units; or, otherwise, they are distributedeo th
smallest groups of cash-generating units, to whighpbssible to determine a reasonable and conslsisig of allocation.
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The recoverable amount is the higher of fair value less costlessand its value in use. In assessing value in use, the
estimated future cash flows are discounted to their presenewvasing pre-tax discount rate, that reflects current market
assessments of time value of money and the risks specificetas$et, for which the adjustment of future cash flows

estimation was not performed.

When, according to estimates, the recoverable amount of ah(assgmsh generating unit) is less than its book value, the
book value of an asset (or cash generating unit) is reduced tartioeint of compensation. Impairment loss is recognized
immediately in profit or loss.

If an impairment loss is subsequently reversed, the asset's\uabo& (or cash generating unit) is increased to the revised
recoverable amount, however, in such way that the increased\mo& does not exceed the book value that would have
been determined if impairment loss was not recognized in prewears for the asset (or cash generating unit). Revefsal
impairment loss is recognized immediately in profitass.

3.8 Intangible assets

Intangible assets are carried at cost less any accumulated satiortiand any accumulated impairment losses. The Group
assesses the useful lives of intangible assets as eitliterdinindefinite. Amortization of intangible assets withife lives is
calculated on the straight-line basis on the assumption fithahl useful lives. Useful life for the group of intangibdssets
"Software" is 2-5 years. The Group tests at each balsineet date the intangible assets for possibleimeat.

Goodwill arising upon acquisition of subsidiaries is recordedaa intangible asset. Losses from goodwill impairment are
not reversed. Goodwill represents the excess of acquisitios owsr the fair value of share of the Group's net assets in the
acquired subsidiary as at the date of acquisition.

Goodwill is not amortized but is subject to testing for impaémhas at the balance sheet date or more frequently, if events or
changes in circumstances indicate the possibility of reduitnusefulness. At the acquisition date, goodwill is aded to

each asset or group of assets that generate cash, and baevefitsHich are expected to be received upon acquisition. The
Group allocates goodwill to each acquired company. The amoiuimipairment is determined by assessing the amadint
compensation, which may be obtained for a cash generatirg &g®up of cash generating assets) to which goodwill
relates. Where the recoverable amount is less than the bookafatash generating asset (group of cash generating assets),
impairment is recognized.

3.9 Leases

Lease is classified as finance, where, under the lease temmdedsee assumes substantially all the risks and reveérds
ownership of the relevant assets. Lease, according to the tefrmvbich a substantial portion of risks and rewaralfs
ownership belongs to the lessor, is classified asatipg lease.

Operatin(least expense are recognize as expens for the perioc to which they relate on ar accrua basit ovel the relevan
lease term.

3.10 Agricultural activities, biological assets and ageultural products

Agricultural activities are defined as management of biolalgicansformation (processes of cultivation, production and
reproduction, which cause qualitative or quantitative cleah@f biological assets (plants and animals) for the purpokes
implementation, receipt of agricultural products or piiitun of additional biological assets.
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The Group recognizes biological assets or agricultural produdtsre it controls this asset as a result of past events; it is
probable that the Group will receive future economic benefitmftiois asset; and the asset's fair value or cost can be reliably
measured.

Biological assets are recorded at fair value less estimateédteales at initial recognition and as at the balance sheet da
with the received gains or losses recognized in the consetidatcome statement in "Net change in the fair vahie
agricultural products and biological assets". Cost to sale doginclude transportation and other expenses necessahefor t
delivery of biological assets to the market.

The difference between the fair value less estimated costle$ nd general production costs is distributed to the bicdbgi
assets at each balance sheet date as an adjustment to figiravel is recognized in the consolidated income statement in
"Net change in the fair value of agricultural produats biological assets.

Agricultural products received from biological assets are medsairdair value less cost of sales at harvest. Profit or loss
arising from the initial recognition of agricultural products atrfvalue, less estimated costs to sell, is recorded in "Net
change in the fair value of agricultural products aiatbigical assets" in the consolidated income statém

Basing on the above policies, the principal groupsiaibgical assets and agricultural products are d@vel

Biological assets
Field planting (mainly, wheat, rape, barley and sunéq.

The fair value of winter crops in fields is defined on the basifistorical cost of such assets as at the balance sheet date,
due to insignificance of the biological transformatibat has occurred since expenses were incurred.

Agricultural products
Grain

The fair value of grain is determined basing on mapkiees at harvest.

3.11 Inventories

Inventories are valued at the lower of cost and net realisableevalhe cost of inventories comprises all costs for
acquisition, processing and other costs incurred t@lnventories to their current condition and location.

FIFO method is used in the inventories writing off. Net realieatdlue is the estimated selling price in the ordinary course
of business activities, less all estimated costpéoformance of work and distribution costs.

The Group assesses inventories at each balance sheet datnfagel obsolescence, loss of liquidity, decrease in net
realizable value. Where such events occur, the amount by wihéchadst of inventories decreases is recorded as a loss in the
consolidated income statement in "Other operatingnred(expenses), net".

3.12 Trade and other receivables

Trade and other receivables, which represent financial ass&tisideng acquired receivables and receivables held for sale),
are initially recognized at fair value and subsequently messat amortized cost using the effective interest method, less
corresponding valuation allowance to cover the amouepayment of which is doubtful (doubtful debt pramsg.
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Current accounts receivable, which do not bear interest, are extat their nominal value. Relevant provisions for
doubtful debts are recognized in the consolidated incomeratatt, when there is objective evidence that the asset is
depreciated in "Other operating income / (expenses), net

3.13 Cash and cash equivalents

Cash comprises cash on hand, cash in banks anihdaahsit in national and foreign currencies.

3.14 Distribution of profit to owners

Distributior of profit to owner:is recognize in nef asset attributabl« to shareholde! as a reductior in the perioc in which
it was declared. Allocations declared, but not paid as at tihenba sheet date, are recognized as a liability on the balance
sheet date.

3.15 Short-term and long-term loans

Borrowings are recognized initially at fair value of liabilgietaking into account transaction costs. Subsequentlyslass
recorded at amortized cost; any difference between the amounndé received and amount repayable is recognized in
interest expenses in the period, for which the borrdweds were received, using the effective interestmathod.

Loans with contractue maturity less thar 12 months from the balanc: shee date are classifiec as curren liabilities, excep
when the Group has an unconditional right to defer the repayofemtiability by at least 12 months from the balance sheet
date.

Casl receipt: anc payment in terme of revolving credit lines anc overdraft: are presente in the consolidate statemer of
cash flows using a net method, the gross cash receipts and pisyfoe the rest of loans and borrowings are presented
separately.

3.16 Borrowing costs

Borrowing costs directly attributable to the acquisition, d¢angion or production of an asset that necessarily takes a
substantial period of time to get ready for its intended useatw are capitalised as part of the cost of the respective assets.
All other borrowing costs are expensed in the period they occuroBdng costs consist of interest and other costs that an
entity incurs in connection with the borrowing of fend

3.17 Trade and other payables

Trade and other payables, except for advances from custonrersnpitially recognized at fair value and measured
subsequently at amortized cost using the effective interést Agcounts payable for advances from customers are recorded
at nominal value, less value added tax.

3.18 Provisions

Provisions are recognized when as a result of a certain event odénitee past, the Group has legal or voluntarily assumed
liabilities to settle which the outflow of resources embodyatonomic benefits will be probably required and which can be
measured with a sufficient level of reliability.

The amount recognized as provision represents the best estf@impensation necessary to repay current liabilities as at
the balance sheet date, which takes into account all theargksincertainties, typical for these liabilities. Where thmant

of provision is estimated using cash flows that are expectebdetoequired to repay current liabilities, the book value
represents the present value of these cash flows.

Where it is possible that one or all the economic benefits reduior the recovery of provision will be repaid by a third
party, the accounts receivable are recognized as assets, itheasés an actual assurance in such recovery, and the amount
of accounts receivable may be reasonably measured.
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3.19 Financial instruments

Financia instrumen is any contract as a resul of which simultaneousl a financia asse occur¢ in one compan' anc a
financial liability or equity instrument - in another.

L O T S L L R TR VIV TVITIN

e Held-to-maturity financial assets;

e Financial assets held-for-trading;

e Available-for-sale financial assets;

e Accounts receivable and loans granted by the Group.

The management decides on the classification at initialgeition and reviews whether the classification represents the
facts at each balance sheet date.

Financial assets with fixed or determinable payments arefifixaturities, which the Group intends and has the ability to
hold to maturity, other than provided by the Group $and receivables, are classified as financial absédsto maturity.
Financial assets acquired, mainly, with a view to receive pfadim current price fluctuations are classified as financial
assets held-for-trading.

All other financial assets (excluding receivables and loanatgd) are classified as financial assets available-for-Shkse

are financial assets that the Management intends to holafardefinite period of time, and that can be sold, if necesdary,
improve liquidity, or as a result of changes in interest rategs@hassets are included in non-current assets, unless the Group
has no clear intention to hold these assets within a periatlem twelve months from the balance sheet date, if slale
these assets will not be caused by the requirement to increaséngi@apital, in which case they will be recognized as
current assets.

At initial recognition of financial assets or financial lifity, the Group estimates it at fair value plus transactiostso
directly attributable to the acquisition or issue of a finaheisset or financial liability, except for financial asséeld-for-
trading. Financial assets held-for-trading are measured at flaie v@he fair value at initial recognition is determined by the
Group at the level of transaction price.

After the initial recognitior
e held-to-maturity financial assets are measured at aedrtost using the effective interest method;

e Financial assets held-for-trading are measured atdhie

e Available-for-sale financial assets are measured at faieyaixcept for investments in equity instruments, for whiareh
are no quoted market prices in an active market, and the fair \@lwehich can not be reliably measured, which are
accounted for at co:

e Accounts receivable and loans granted are measuasdoatized cost using the effective interest method;

e Financial liabilities are measured at amortized oestg the effective interest method.

The Groug assesst al eacl balanc shee date whethe there is any objective evidenc that a financia asse (excep for
financial assets held-for-trading) is impaired.

Where such evidence exists in respect of financial assetsatiaed cost, the Group determines and records the anwfunt
loss in the financial statements in compliance it requirements of I1A

Financial assets are deemed to be impaired if there is objentidence of impairment as a result of one or more events that
has occurred after the initial recognition of the financiakeassd that loss event has an impact on the estimated futune cas
flows of the financial assets.
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Obijective evidence of impairment may inclu

e significant financial difficulties of the issuerdwgounterparty;
e default or delinquency in interest or principal paytegn
e when there is a possibility that the borrower willlgmkrupt or will perform financial reorganizati

For some categories of financial assets, such as trade and rettedvables, assets for which there was no individual
assessment for impairment, subsequently are collectivelysasd for impairment. Objective evidence of impairment for a
portfolio of accounts receivable may be the past experiendeeoBroup in respect of the collection of payments, increase in
number of late payments in the portfolio over the average |l@iog@, as well as the observed changes in national or local
economic conditions connected with the delinquénagceivables payments.

For financial assets measured at amortized cost, the amoulepoéciation is the difference between the book value of an
asset and the present value of estimated futurefloaghdiscounted at initial effective interest rate this financial asset.

The book value of financial assets is decreased by the améimpairment loss through the use of impairment provisions.
Where the financial asset is deemed to be unrecoverable, it ilemwff against an impairment provision. Subsequent
recovery of amounts previously written off is charged to provisiddhange in the book value of an impairment provision is
recognized in profit or loss.

When in subsequent periods, the amount of impairment lossatmsand this decrease may be objectively attributed to the
event after the impairment recognition, the previously recogphimpairment loss is reversed through profit or loss to the

extent that the book value of investments as at the date ddirmpnt does not exceed its amortized cost, that would have
existed if an impairment had not been recognized.

Derecognition of financial assets

The Group derecognizes a financial asset only when the comalaights for cash flows from the asset are terminated; or
when it transfers a financial asset and all the substantiad @skd benefits associated with the possession of an asset to
another enterprise. If the Group does not transfer or retain afiubstantial risks and benefits associated with the possesio
of an asset, and continues to control the transferred asset,tthecognizes its share in the asset and a corresponding
liability with the amount which it will probably have to pay. the Group retains substantially all the risks and benefits
associated with the possession of the transferred financsat,a$ continues to recognize the financial asset and also
recognizes the collateralized loans in the amoung¢afzed earnings.

Derecognition of financial liabilitie

A financial liability is derecognised when the olaliipn under the liability is discharged or cancelleéxpires.

Assumptions usec in the measuremen of fair value of financial instruments and measuremen of their subsequen
recognition.

Fair value of financial instruments is determined as value lithvthe financial instrument may be acquired under the
transaction between the well-competent parties willing to camtythis transaction, which are independent from each other,
except for the cases of liquidation or forced sales. As thene iactive market for most of the Group's financial instruments,
for fair value estimation, it's necessary to perform valuatioasing on current economic conditions and specific risks,
incident for this instrument. Presented estimations may rieictepossible income of the Group, which it could receive from
actual selling the financial instrument.

As at 31 December 2007 and 2008 the Group used the followingadstand assumptions in calculating the fair vadfie
each type of financial instruments for which it ispible, as well as assessing their subsequent réicogni
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Cash - for these short-term financial instruments thé& vatue reasonably reflects their fair value.

Principal and other accounts receivable, short-term loans granite book value of principal and other receivables, as well
as loans granted, represents a reasonable measurement ofithilufa, since the provision created for doubtful receivables
is a reasonable estimation of the discount requiredflect the effect of credit risk.

Long-term receivables are recorded at amortized cost thengffective interest method.

Long-term notes received are recorded at amortized dost the effective interest method.

Principa anc othel account payabl: - the book value of principa anc othel payable represent a reasonabl measureme
of their fair value.

The effective interest method in terms of the book value of stesrm receivables, loans issued and payables does not
influence significantly corresponding figures of tlemsolidated financial statements of the Group.

Short-term and long-term bank loans - the book value of short-terml@mgiterm bank loans represents a reasonable
measurement of their fair value, since the nominal interest@atlong-term bank loans approximately corresponds to the
market rate in relation to loans with similar credit fiskel and maturity as at the balance sheet date.

3.20 Contingent assets and liabilities

The Group uses the following classification of cngént liabilities:
Contingent liabilities under contracts of sadervices rendering;
Contingent liabilities under purchase contracts;

Contingent liabilities under legal actions;

Contingent operating lease liabilities;

Contingent liabilities — others;

Amount of guarantees issued/received.

Contingent liabilities are not recognized in the consolidafi@ancial statements. The Group discloses information on
contingent liabilities in Notes to the financial statenmgenexcept for cases where fulfilment of contingent lialshtiis
unlikely, due to the remoteness of the event (thsipesmaturity is more than 12 months).

The Group constantly analyzes contingent liabilities teedatne the probability of repayment of contingent liabilitifghe
repayment of a liability, which was previously characterizedcastingent, becomes possible, the Group records the
provision in the financial statements for the periodvhich the repayment of the liability became pdssib

Contingent assets are not recognized in the special purposeliated financial information, but are disclosed in Notes
where there is a significant possibility of receivempnomic benefits from them.

3.21 Related parties

For the purposes of these financial statements un&S |Ehe parties are considered to be related if oy fpas the abilit
to control or substantially influence the operating and foiahdecisions of the other party, which is defined in IAS 24
"Related Party Disclosures".

In considerini eact cast of relations which may represer relationship betweel relatec parties the conten of thest
relations is taken into account, but not solelyrtheial form.

Undel the existing criterig for definition of relatec parties the relatec partie: of the Groug. are dividec into the following
categories:
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a) Companies under common control together with thei@sacompanie
b) Principal ultimate ownel

¢) Companies owing a share in the Group's ec

d) Key management personi

3.22 Significant judgments in applying the accounting paties and key sources of uncertainty in estimates.

In the process of applying the Group's accounting policiespthragement is required to use assumptions, estimates and
judgements in respect of the book value of assets and liabjlithat can not be reliably measured basing on other sources.
These estimates and corresponding assumptions are based dtistthrical experience and other significant factors,
according to the management's opinion. Actual resudig differ from these estimates.

Estimates and underlying assumptions are constantly revieWeel results of the review of accounting estimates are
recognized in the period, in which the review of such estimageiformed if the review affects only that period, or during
the review and in subsequent periods if the revieactsfboth current and subsequent periods.

Key sources of uncertainty in estimates

The preparation of these consolidated financial statemeisires the management to make estimates and judgments
affecting the recorded amounts of assets and liabilitieg]alie contingent assets and liabilities, as well as refiectehe
financial statements amounts of income and expenses dimngeporting period. Due to the uncertainty inherent in these
estimates, the actual results, which will be refi@détesubsequent periods, may differ from such estisnate

The management also makes certain judgments, except thasgmgevaluation in the process of applying the accounting
policies. Judgments having the most significant impact e @amounts recognized in the financial statements, as well as
evaluations, on the basis of which the significant adjusti:¢o the book value of assets and liabilities are required to be
performed within the next financial year, include:

- The recognition of compensation for property, plant egaipment

At each balance sheet date the Group assesses the existamgesvfdence that the amount of compensation for the Group's
property, plant and equipment decreased to the lower leveistiigar book value. The amount of compensation is the higher
of the asset's fair value less costs of sale and its valueeinWkere such decrease is identified, the book value is redoced t
the cost of compensation. The amount of reduction is reflegtethe income statement for the period of declitie.
conditions change and the management determineththasset's value is increased, the impairmenbwifully or partially
reversed.

- Provision for impairment of accounts receivable

Provision for impairment of accounts receivable is based orGtoeip's assessment of the possibility to raise funds from
certain clients. When the decline in creditworthiness of majmnts or actual non-fulfilment of their obligations exdse
admissible estimates, the actual results may diffen these estimates.

Where the Group determines there is no objective evidence ofiimeat for a particular estimated receivable, regardtéss
its amount, it includes this receivable into a group of recdeslwith similar credit risk characteristics and jointly performs
their evaluation for impairment.

For the purposes of collective assessment for impairmentdbeunts receivable are grouped basing on similar credit risk
characteristics. These characteristics are important for asgdature cash flows for the groups of such assets and indicate
the ability of debtors to repay the entire amountedftdinder the contractual terms in respect of estinzsets.
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The future cash flows of the group of receivables, the collectissessment for impairment of which is carried out, are
evaluated on the basis of receipt of funds from the assets tihe@ontract and the management's experience in respect
debt repayment, resulting from past losses, and ssigtesimbursement of debt.

The past experience is adjusted on the basis of current infam#&tbm observations to reflect the impact of current
conditions, that did not influenced prior periods, afichinate the influence of past conditions thaina currently exist.

During 2008 the Group changed its approach to the determinatiprovisions for doubtful debts. As at 31 December 2008
the doubtful debt provision was created for trade and othervablss overdue for more than 365 days after the déte
repayment under the contract.

- Useful lives of property, plant and equipment

Assessment of the useful life of property, plant and equiprdepends on the management's judgments, which is based on
working experience with similar assets. In determining the tasseseful life, the management takes into account the
conditions of the asset's intended use, its physical anctifumal depreciation and working conditions, in which theeass
will operate. A change in any of these conditionssirmates may result in the adjustment of future dégien rate.

- Deferred tax assets

Deferrec tax asset are recognize for all unuse tax losse to the exten thai the receip of taxable profit is probable al the
expense of which these losses may be realized. Significdghjents are required from the management in determining the
amount of deferred tax assets, that can be recognized basirtge ggrdbable maturities and level of future taxable profit
together with future tax planning strategies.

3.23 Standards and interpretations

In May 2008 the International Accounting Standards Board isstgefirst omnibus of amendments to IFRSs, which are
stated in "Improvements to IFRSs, May 2008". The amendmenmslate changes in presentation of financial statements,
recognition and evaluation for the purposes of forming thenfoia statements. The amendments also include changes in
definitions or solely editorial changes, which, in fact, dot entail significant consequences. Most of the changes are
applicable to annual periods beginning after 1 January 20@ stwould be applied retrospectively. Early adoption is
encouraged.

The following changes affect the Group's financial positimd the financial result of its activities. As at the date girapal
of the special purpose consolidated financial informatiom @roup has not yet assessed the expected impact of these
changes on its financial position and the finan@allt of its activities.

a) Revised IAS 23 “Borrowing Costs”. The revised IAS 23 requires tadipation of borrowing costs that are directly
attributable to the acquisition, construction or productiéa qualifying asset (which preparation for use requires siggmific
period of time) and inclusion of these expenses into the cbaha@sset. The alternative classification of borrowing costs
when incurred as expenses will be cancelled. This amendmalitestier into force on 1 January 2009. The amendments
also relate to the calculation of borrowing costs, including fdct that interest expenses are calculated using the g#ecti
interest method, as specified in IAS 39 "Financial InstrumeRtscognition and Measurement”. The amendments are
applied to the financial statements, the annual reportingogesf which begins on or after 1 July 2009. Early adoption is
permitted;

b) IFRS 5 “Non-current Assets Held for Sale and Discontinued Qipersl (applicable prospectively to financial
statements, annual reporting period of which begins on or aftirly 2009). According to the amendments, the company
implementing a plan of disposal of subsidiary, including ttamsfer of control over it, should classify assets and it

of the subsidiary as held for sale, regardless of whether thgpaoynwill have a minority interest in its former subsidiary
after the disposal.
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Financial Statements";

c) IFRS 8 "Operating Segments"” (effective for annual reportirgpds beginning on or after 1 January 2009). The standard
is applied to the companies whose debt or equity instrumeetsad and / or purchased in the open market. Also, the
standard is applied to the companies, which file or are in theqe®of filling its financial statements to the company,ahihi
deals with regulation of securities circulation. As required bR$F8, an entity must disclose financial information and
provide descriptive information about the segments of its djperactivities. The Standard does not require early adoption;

d) IAS 16 "Property, Plant and Equipment" (Amendments are appli¢ide financial statements, annual reporting peabd
which begins on or after 1 July 2009). The amendments to tlaaiial statements clarify that, where the company routinely
in the course of regular business activities sells items ofgntgpplant and equipment held for income from renting them to
third parties, these items must be considered in inventoriesn\ley transfer from leased into held-for-sale. Sales revenue
from such assets should be recognized in compliaitbd AS 18 "Revenue”;

e) Amendments to IFRS 3 "Business Combinations" changed dbpesof the Standard's application and expanded the
definition of business. Amendments to the Standkaliaclude a list of other significant changes)udang:

- all component of compensatic transferre by the custome are recognize anc measure ai fair value as ai the
acquisition date, including the contingent compé&nsa

- cost: directly relatec to the compan acquisitior shoulc be immediatel charger to expense: rathe thar capitalizec as a
part of acquisition cost;

a customer may choose one of the alternatives: either to astithe minority interest in the acquired company at fair
value of assets (including goodwill) and liabilities at thegjaisition date, or in proportion to the percentage of ownership
in the fair value of identifiable assets and lidatgh of the acquired company, including gooduwiill;

acquisition of additional minority interest in equéfter business combination are accounted for asyemaitsactions.

Amendments to the Standard should be applied prospectivélysmess combinations, the acquisition date of which is the
beginning of the first annual reporting period, beginning onftaral July 2009. Early adoption is permitted provided that
the company also applies the amendments to IAS 2rs@idated and Separate Financial Statements”;

f) IAS 27 "Consolidated and Separate Financial Statementsierflments to the Standard changed the definitbn
minority interest as non-controlling interests, which is dedirees "capital of a subsidiary, which is not owned directly or
indirectly by a parent company." The revised standard also @satig interpretation of the minority interest, loss of control
over a subsidiary, and allocation of profit and loss and otlengrehensive income between the controlling and non-
controlling shareholders. The amendments must be appliedrfiouzh periods beginning on or after 1 January 2009
prospectively from the date, when the company firstly applieRSF5. Early adoption is permitted provided that the
company applies the amendments to Revised IFRS §riBss Combinations";

g) IAS 28 "Investments in Associates". Amendments to the firdrstatements clarify that investments in associates are
tested for impairment in compliance with IAS 36 "Impairment o6A" as a single asset. Therefore, the impairment losses
related to an associate, in which investments comprise gdipdwiich is a part of the book value of investments in
associates, are not distributed among the company's assgtgling goodwill. Accordingly, the reversal of an impairment
loss is recognized under IAS 36 to the extent in which the recblemmount of investments would increase if it had not
been impaired. The amendments are applied to annual reportigdeedeginning on or after 1 January 2009. Early
adoption is permitted. The companies are allowegpdyahe amendments prospectively;
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h) IAS 32 "Financial Instruments: Presentation” and IAS 1 "Pregimt of Financial Statements". The amendments to the
standard change the definitions of financial liabilitigeahcial assets and equity instrument, and require that a rcénedd-
to-maturity instrument issued by the company should be cladsifs a liability in the equity only in certain circumstances.
The amendments are applied to annual reporting periods begionior after 1 January 2009. Early adoption is permitted.
The company has not yet finished analyzing the enhphthese amendments on the financial statements;

i) IAS 1 "Presentation of Financial Statements". The amendmém the standard require that the information for the
purposes of the financial statements preparation was callectehe basis of common characteristics, and also require the
presentation of the comprehensive income statement. The iémxpenses and revenues of other comprehensive income
may be represented as a single comprehensive income stateitiergeparate headings, or as two separate statements,
where after the income statement there is the statement af @ihgrehensive income. The amendments are applied to the
financial statements, the annual reporting periodho€lwvbegins on or after 1 July 2009. Early adoptiopeigmitted.

27



The Group of companies UKRZERNOPROM AGRO
Consolidated financial statements for the year e@delbecember 2008

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2008, (in UAH thousandnless otherwise stated)

4

5

6

SALES REVENUE

Sales revenue for the years ended 31 December 20CBLddecember 2007 was presented as follows:

Year Year
ended ended
31 December 31 December

2008 2007
Agricultural products 144 742 57 113
Bread 35 23 657
Flour 5508 5755
Other 5622 4 377
Total 155 90° 90 90:

Other sales revenue is mainly represented by the méam sale of goods and services.

COST OF SALES

Cost of sales for the years ended 31 December 2008labécember 2007 was presented as follows:

Year Year
ended ended
31 December 31 December

200¢ 2007
Material expenses (117 430) (65 859)
Salary and related expenses (29 153) (7 710)
Depreciation (8 551) (5 022)
Lease (14 796) (3 346)
Change in balance of finishec goods work in progres anc biologica
assets 81130 -
Effect from change in fair value of agricultural produahd biologica
assets (7 940) -
Other costs (32 651) (766)
Total (129 391 (82 703

For the year ended 31 December 2008, other costs compriseesefidm outside organizations amounting to UAH 26 978
thousand and crop insurance amounting to UAH 3 444siind

DISTRIBUTION COSTS

Distribution costs for the years ended 31 December 20081 December 2007 were presented as follows:

Year ended Year ended
31 December 31 December
2008 2007

Commissions to related parties - (2 927)
Transportation expenses (2 562) (1 267)
Storage (6 892) (864)
Advertizing (15) (745)
Consulting and legal services - (303)
Fuel (476) (197)
Insurance 4) (187)
Lease - (150)
Salary and related expenses 4) (51)
Other expenses (34) (391)
Total (9987 (7082
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7

b)

c

~

For the yeal endet 31 Decembe 2008 there were no commissiol expense relatec to third parties since in 200¢ the Group'
companies did not sell bread under commission trade.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses for the years ended 3Imbec&008 and 31 December 2007 were presented as
follows:

Year ended Year ended
31 December 31 December
2008 2007

Salary and related expenses (13 101) (2972)
Lease (638) (696)
Bank services (495) (627)
Fuel (1267) (616)
Taxes, except for income tax (494) (470)
Consulting and legal services (1 350) (263)
Communication services (363) (234)
Depreciatior (487, (198
Maintenance of property, plant and equipment (373) (164)
Other expenses (597) (44)
Total (19 165 (6 284

INCOME FROM GOVERNMENT GRANTS

Income from government grants for the years ended 31nilEre?008 and 31 December 2007 were presented asgollow

Year ended Year ended
31 December 31 December
Note 2008 2007

Partial compensation of interest rates on loans a) 535 4102
Tax benefit on VAT for agricultural purposes b) 4514 523
Partial compensation of expenses C) 2620 2091
Grants for the cultivation of grain crops d) 2001 1467
Total 9 67( 8 32(

Partial compensation of interest rates on loansaatied by enterprises of agro-industrial complefiirancial institutions

In compliance with the Law of Ukraine "On the State Budget of lihedor 2008", the agricultural producers received partial
compensation of interest rates on loans attractadandial institutions on a competitive basis anavecability principles.

Tax benefit on VAT for agricultural purposes

In compliance with the Law of Ukraine "On Value Added Tax", aghiaral enterprises (in which the income from satds
agricultural products is at least 50% of the total gross inconse) the benefits in terms of VAT payment for agricultural
transactions. These tax amounts are not paid by the comparties budget, but transferred to the special purpose account and
used to support agriculture. The Group's companies recognizengon grants received upon the transfer and use of funds

from the special purpose account.
The partial compensation of expenses include th@afimg types of grants:

Partial compensation of the value of purchased cotguecultural equipment of domestic production
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In compliance with Ukrainian legislation, the Group's companiluring 2008 received partial compensation of the vafue
complex agricultural equipment (total amount of compensati@teived during this period is UAH 1222,5 thousand). These
grants were recognized as deferred income and recorded in the dalaeet in "Deferred income". This deferred income is
amortized on a systematic and rational basis over the uséfubfian asset, and this depreciation is recorded in the income
statement in "Income from government grants".

- Grants for the creation of additional workplaces
- Partial compensation for the expenses connecteddigéisters
- Partial compensation of the cost of seeds and plauntiaterial

d) Grants for the cultivation of grain crops

Direct grants were provided from the State Budget for the cultwadf grain crops and grain production per hectare of fields
amounting to UAH 100 per hectare of such winter amthgrops as wheat, rye, peas, buckwheat.

9 OTHER OPERATING INCOME/(EXPENSES), NET

Othel operating income/(expense for the year: endec 31 Decembe 200¢ anc 31 Decembe 2007 were presente as

follows:
Year ended Year ended
31 December 31 December
2008 2007

Other operating income:
Revenue from sale of non-current assets 3 76
Income from decrease in bad debt provision 1805 289
Other income 2274 285
Total income 4082 650
Other operating expenses:
Losses from crop failure (2 909) (3889)
Charity (516) (116)
Losses from sale of foreign currency (939) -
Cost of disposed (written off) non-current assets (102) (12)
Expenses for impairment of agricultural VAT (6 633) -
Other expenses (3733) (1 059)
Total expenses (13 832) (5 076)
Total income/(expense: (9 750 (4 426

10 FOREIGN EXCHANGE GAINS/(LOSSES), NET

Foreign exchange income/(losses) for the years endBé&imber 2008 and 31 December 2007 were presenteltbasfc

Year ended Year ended
31 December 31 December
2008 2007
Foreign exchange losses (33 288) (2 019)
Foreign exchange gains 6 066 933
Total (27 222 (1 086

"Foreign exchange gains/(losses), net" arose in the settlsrentonetary items and their translation at exchange ratds, tha
differ from the rates at which they were translateaigiti recognition during the reporting period.

Monetary items are represented by:
- cash anda cash equivalents In Toreign curre

- trade accounts payable, settlements on which are mddeeign currency;
- loans in foreign currency.
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One of the monetar items is a long-tern loar in foreigr currenc receivet in 200¢ from MCB Agricole Holding AG. Fot the
year ended 31 December 2008, the exchange rate differencbssdoan are represented by income in the amount of UAH 3
917 thousand and loss in the amount of UAH 25 6@udand.

11  FINANCIAL INCOME/(EXPENSES), NET

Financial income/(expenses) for the years ended 31niere?008 and 31 December 2007 were presented asgollow

Year ended Year ended
31 December 31 December
2008 2007
Accrued interest receivable 3138 15
Accrued interest payable (6 020) (7 352)
Discount income/(expenses), net (2722) -
Total (5 604 (7 337

For the yea ende( 31 Decembe 2008 the "Accruec interes payable reflec the expense for the long-tern loar from MCB
Agricole Holding AG in the amount of UAH 1 873 theumsl.

12 PAYROLL EXPENSES

Payroll expenses for the years ended 31 December 2@08laDecember 2007 were presented as follows:

Year ended Year ended
31 December 31 December
2008 2007
Operating personr (29 153 (7 710
Administrative personnel (13 101) (2 972)
Distribution personnel 4) (51)
Total (42 258) (10 733)

13 INCOME TAX

In 2008, 12 companies of the Group had the status of the fixedwdgnal tax payers ("FAT") in compliance with the Laf
Ukraine "On the Fixed Agricultural Tax". These companies arebsBliary "Zernjatko", Subsidiary "Kolosyste", LLC
"Stepove", LLC "Djerelo”, Subsidiary "Khlebodar", CJSC "Ukmeprom", Subsidiary "Pivdenne", LLC "Ukrzernoprom-
Kozyatyn", LLC "Ukrzernoprom-Pogrebische”, LLC "Ukrzernoprom-&ttenkove", LLC "Ukrzernoprom-Derajnya”, LLC
"Ukrzernoprom-Starokonstantiniv" and LLC "Ukrzernoprom-BerdythiRAT replaces income tax and other direct taxes for
agricultural producers and depends on the area and sgdprhiand in ownership and lease.

On 01 January 2009 the following companies received the statilse FAT payer: LLC "Ukrzernoprom-Krasyliv®, LLC
"Ukrzernoprom-Ilvankyv", LLC "Ukrzernoprom-Novomyrgorod”, LLC "Ukme@prom-Romaniv", LLC "Ukrzernoprom-
Koparani”, LLC "Ukrzernoprom-Prudi”, LLC "Ukrzernoprom-Kirovske", LC "Ukrzernoprom-Elyzavetove", LLC
"Ukrzernoprom-Ujutne”, LLC "Ukrzernoprom-Troianiv". In the calctibm of deferred assets and liabilities, these companies
were not considered, since due to the changes in the statuspdyars the companies will not be able to realize deferred assets
/ liabilities for income tax.
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In the calculation of deferred tax assets/liabilities for imeotax, only the data of the companies-payers of this tax in 2008
and 2009 at a 25% rate were taken into account - LLC "Ukrzernoprom"Ad.LC "Ukrzernoprom-Polissia", LLC
"Peremoga", Subsidiary of OJSC "Zheltovodskiy khlebzavdttilébproduct”, LLC "Ukrzernoprom-Izmail”, LLC "Agro-
Garaj"

As al 31 Decembe 200¢ anc 31 Decembe 2007 the principa component of deferre( tax asset anc liabilities were
presented as follows:

31 Decembel Refers to profits 31 Decembel
2008 (losses) 2007
Deferred tax asset arising on:

Valuation of accounts receivable 43 41 2
Valuation of advances received from customers 1194 51 17 19
Valuation of property, plant and equipment 144 (187) 331

Valuation of intangible assets 3 3 -

Valuation of other temporary differences 58 58 -
Tax losses 5154 5154 -
Provision for revaluation of deferred tax assets (5 770) 770 -
Deferred tax asse 82€ 474 352
Deferred tax liability arising on:

Valuation of property, plant and equipment - -

Valuation of loans - 32 (32)
Valuation of intangible assets - -

Valuation of prepayments to suppliers (298) (298)

Deferred tax liability (298’ (266 (32)
Net deferred tax asse 52¢ 20€ 32C

The principa component of expense for income tax for the year: endec 31 Decembe 200¢ anc 31 Decembe 2007 were
presented as follows:

Year ended 31 Year ended 31

December December
2008 2007

Expenses for current income tax (12) 1)
Income/(losses) on deferred income tax 208 142
Income/(losses) on income tax 196 141
Reconciliation between the theoretical income tax and aatpenses for
income tax for the year ended 31 December 2008 wererniessas follows:
Profit (loss) before tax (27 602) 2834
Profit before tax of companies which do not particgat
deferred tax calculation (1 488)
Profit (loss) before tax of the companies
income tax payers (26 114)
Theoretical expenses on income tax at 25% rate 6 529 (709)
Provision for the revaluation of tax assets (5770)
Tax effect:
Non-taxable income - 901
Expenses not attributable to gross expenses (563) (51)
Income/(expenses) on income tax 196 141
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14 PROPERTY, PLANT AND EQUIPMENT

The following table contain: the informatior on the movemer of property plant anc equipmer for the yeal ende¢ 31

December 2008:

Initial cost

As at 31 December 2007
Proceeds
Modernization

Disposal
Transfer
As at 31 December 2008

Accumulated depreciation
As at 31 December 2007

Depreciation charges

Disposals
As at 31 December 2008

Residual value
As at 31 December 20(

As at 31 December 20(

Machinery and

Vehicles and

Construction in
progress and

Buildings . agricultural Others ) Total
equipment ; equipment for
equipment . -
installation
3035 232 51891 651 197 56 006
2479 350 54 468 630 628 58 555
20 - 35 7 - 62
©) 4 (100) (86) (6) (205)
2 6 48 - (56) -
5527 584 106 342 1202 763 114 418
1480 98 17 834 415 - 19 827
303 65 8 455 130 - 8 953
(7 ©) (28) (65) - (103)
1776 160 26 261 480 - 28 677
1 55¢ 134 34 057 23€ 197 36 17¢
3751 424 80 08: 72z 768 85 74!

The following table contain: the informatior on the movemer of property plani anc equipmer for the yea endec 31

December 2007:

Initial cost

As at 31 December 2006
Proceeds
Modernization
Disposal

As at 31 December 2007

Accumulated depreciation
As at 31 December 2006

Depreciation charges

Disposals
As at 31 December 2007

Residual value
As at 31 December 20(

As at 31 December 20(

Vehicles and

Machinery and

Construction in
progress and

Buildings . agricultural Others ; Total
equipment ; equipment for
equipment . .
installation
2 905 127 36 411 496 166 40 105
78 105 15 292 123 31 15629
52 - 257 32 - 341
- - (69) - - (69)
3035 232 51 891 651 197 56 006
1328 74 11 457 235 - 13094
152 24 6 434 180 - 6 790
- - (57) - - (57)
1480 98 17 834 415 - 19 827
157 53 24 95¢ 261 16€ 27 01
1 55¢ 134 34 057 23€ 197 36 17¢

As at 31 December 2008 and 31 December 2007 the property, midrécquipment with the book value of UAH 13 248 thousand
and UAH 27 883 thousand respectively representedaditegeral for the Group's loans.
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15

16

17

INTANGIBLE ASSETS, NET

Movement of intangible assets for the year ended &ember 2008 was presented as follows:

Other intangible

Initial value assets
As at 31 December 2007 -
Proceeds 370
As at 31 December 20 37(
Accumulated amortization

As at 31 December 2007 -
Amortization charges 85
As at 31 December 20 8t
Net book value

As at 31 December 2007 -
As at 31 December 20 28t

LONG-TERM FINANCIAL INVESTMENTS

As at 31 December 2008 and 31 December 2007 long-teamcfal investments were presented as follows:

31 December

31 December

200¢ 2007

Long-term notes received 910 270
Provision for long-term notes received (184) -
Long-term notes received, ne 72¢€ 27C
Long-term accounts receivable 822 -
Current portion of long-term accounts receivable (79)

Long-term accounts receivable, net 743 -
Total 1 46¢ 27C

Provision for long-term notes received was accrued ontbedue note with maturity in December 2007.

Long-term accounts receivable and long-term notes received arsuredaat amortized cost, which is calculated using the
effective interest method. For long-term receivables and lengr-inotes received the discount rate is equal to 12,6%, which
corresponds to the average weighted annual rates for fixed itegmuied in the reporting period to the accounts of other
financial institutions.

31 December 2008

Nominal value Fair value
Less than 1 year 90 79
From 1 to 5 years 944 743
Over 5 years 2280 726
Total 331« 1 54¢
OTHER NON-CURRENT ASSETS
As at 31 December 2008 and 31 December 2007 otherurcent assets were presented as follows:
31 Decembe 31 Decembe
2008 2007
Prepayments for property, plant and equipment 727 12
Property participatory interest 2 364 -
Other long-term investments 5 -
Total 3 09¢ 12
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"Property participatory interest" represents the amount of cagh fpa property participatory interests. Acquired property
participatory interest in compliance with Ukrainian legistatientitles the Group's companies to obtain property divideots
the share fund of collective agricultural enterprisdsctvremained after the reorganization.

"Other long-term investment" represents 1% of the eaqiibLC "Mezon Plus.

18 CURRENT BIOLOGICAL ASSETS

As at 31 December 2008 and 31 December 2007 thedealaf current biological assets were presented asviall

31 December 2008 31 December 2007
Unit of . . . .
measurement Quantity Fair value Quantity Fair value
Fields under crop hectare 57 001 96 252 39 907 36 731
Other biological assets 147 85
Total 96 39¢ 36 81¢

As at 31 December 2008 the fields under crop in tiiesd of agricultural crops were presented as follows:

31 December 2008 31 December 2007

Quantity, hectares Fair value Quantity, hectares Fair value

Winter wheat crop 31243 48 995 23 887 21 463
Winter barley crop 1901 2226 817 509
Winter rape crop 17 846 35812 12 565 12 838
Winter rye crop 3395 4679 2638 1921
Other crops 67 8 -

Corn on stem 2549 4532 -

Total 57 00! 96 25: 39 901 36 73:

Corn on stem is corn crops in fields that were not resddrkom fields as at 31 December 2008 due to a nuaflyeasons:

1) late sowing of corn, which shifted the harvest &el;

2) significant rainfalls, that increased humidity téra (affecting the harvesting time and increasingscfastdrying corn);

3) falling prices on corn in the market.

Changes in the book value of current biological asdeting the year ended 31 December 2008 were presefetfows:

Year
ended
31 December

2008
As at 31 December 2007 36 816
Increase in value due to the capitalization of cost 196 934
Increase in value due to procurements 797
Increase resulting from changes in fair value of biaalgassets, less cost of sales 7 940
Decrease in the book value due to sales (204)
Decrease in the book value due to harvesting (143 975)
Decrease in the book value due to losses (1 909)
As at 31 December 200 96 39¢
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18 INVENTORIES

As at 31 December 2008 and 31 December 2007 thetorienhwere presented as follows:

31 Decembe 31 Decembe

2008 2007

Fertilizers 5463 2 393
Crop protecting agents 2024 867
Seeds 2295 1944
Spare parts 1736 860
Fuel 4344 585
Construction materials 194 36
Work in progress 7781 7 690
Other inventories 708 338
Total 24 54¢ 14 71

As at 31 December 2008 and 31 December 2007 "Work in progresstirging to UAH 7 606 thousand and UAH 7 690
thousand is presented by fall-plowed fields and fallow grouwith total area of 23 303 hectares and 27 377 hectares
respectively. As at 31 December 2008 "Work in progresatains processing in the amount of UAH 175 thodsan

Fall-plowed fields (underwinter plowing) represent summéitiflage for planting spring crops in the spring ofléwing year.

Fallow ground: represer fields aftel crog rotation not occupie« by the crops durinc the whole growing seaso or its part kept
loose and clean of weeds.

As al 31 Decembe 200¢ anc 31 Decembe 2007 the Grouf possesst uncultivatec lands with total are: of 3 034 hectare anc 3
603 hectares.

20 AGRICULTURAL PRODUCTS

As at 31 December 2008 and 31 December 2007 thedeslaf agricultural products were presented as follows:

31 December 2008 31 December 2007
Quantty, Book value Quantty, Book value
tons tons
Grain 36 867 22 584 1480 1329
Total 36 867 22 584 1480 1329

During the yeal endet 31 Decembe 2007 the Groug collectec grair harves of 71 852 tons with the fair value of UAH 71 442
thousand.

During the yeal ende( 31 Decembe 200¢ the Groug collectec grair harves of 21C 38€ tons with the fair value of UAH 142
975 thousand.

As at 31 December 2008 and 31 December 2007 theigrtie context of grain crops was presented as follows

31 December 2008 31 December 2007
Quantty, Book value Quantty, Book value
tons tons

Wheat 23 596 14 395 300 273
Barley 1690 1061 709 594
Oats 2 093 1529 - -
Rye 4 374 2881 13 12
Corn 3713 1534 350 295
Sunflower 715 576 17 34
Pea 334 384 - -
Others 352 224 91 121
Total 36 867 22 58¢ 1 48( 1 32¢
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As at 31 December 2008 inventory impairment took place. Impaitrioss amounted to UAH 450 thousand and represented a
decrease in the agricultural products cost to the net costsed.Selhe loss was recognized in the consolidated income statem
under "Other operating income/(expenses), net".

21 TRADE AND OTHER RECEIVABLES, NET

As ail 31 Decembe 200¢ anc 31 Decembe 2007 the balance of trade anc othel receivable were denominate in UAH anc
presented as follows:

31 Decembe 31 Decembe

2008 2007
Trade receivables from third parties 12779 24719
Other receivables from third parties 2100 200
Less: provision for doubtful debts (1 025) (3237)
Total 13 854 21 682

As at 31 December 2007, the provision was created for trade sddes’overdue for more than 90 days after the contractual
maturity based on projected amounts of bad debts, which weeendieied based on past experience and regularly reassessed on
the basis of facts and circumstances at each reporting dateedagpurpose provision of 100% was created for accounts
receivable that were considered to be uncollectible.

During 2008 the Group changed its approach to the determinafidoubtful debt provisions. As at 31 December 2008 the
doubtful debt provision was created for trade and other reckisativerdue for more than 365 days after the contractual
maturity.

The structure of trade and other receivables of the Group as at 8dnier 2007 includes receivables from debtors with the
book value of UAH 6 982 thousand, which is overdue, but the Grstilp considers the repayment to be possible (not
impaired). The contracts on these receivables were prolongedGidwg does not have any collateral for these outstanding
balances.

The information on changes in provision for bad debtespect of trade and other receivables is presentfadl@awvs:

Collectively
impaired
As at 31 December 2006 (3521)
Income from decrease in provision for bad debts 284
As at 31 December 2007 (3 237)
Income from decrease in provision for bad debts 2059
Use of provision for bad debts 153
As at 31 December 2008 (1 025)

22 PREPAYMENTS TO SUPPLIERS, NET
As at 31 December 2008 and 31 December 2007 the pnepayo suppliers were presented as follows

31 Decembel 31 Decembel

2008 2007
Advances for inventories 8 730 7 625
Advances for services 3037 2073
Advances for securities 6 950 -
Less: provision for doubtful debts (100) (95)
Total 18 617 9 607

As at 31 Decembe 200¢ advance for securitie in the amoun of UAH 6 95C thousan represer advance of LLC "TNT"
issued to the Parent company LLC "Ukrzernoprom Agro" for the sgearbf LLC "Ukrzernoprom-Sonjachne" and LLC
"Ukrzernoprom-Drujba” in the amount of UAH 4 950 thowbsand UAH 2 000 thousand.
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The information on changes in the provision for adearto suppliers is presented as follows:

Collectively
impaired
As at 1 January 2007 (100)
Income from the decrease in provision for bad debts 5
As at 1 January 2008 (95)
Expenses for the accrual of provision for bad debts (70)
Use of provision for bad debts 65
As at 31 December 2008 (100)

23  TAXES RECOVERABLE AND PREPAID, NET

As at 31 December 2008 and 1 January 2008 taxes rabbv@nd prepaid were presented as follows:

31 Decembe 31 Decembe

2008 2007
Agricultural value added tax (VAT) 1721 4472
VAT receivable 9 96t 374
Other taxes prepaid 63 102
Less: provision for doubtful VAT - (112)
Total 11 74¢ 4 83¢

In compliance with the effective since 1 January 2009 amentbierthe Law of Ukraine "On Value Added Tax", VAT credit
balance arising on agricultural transactions is not transferretieaeduction of future liabilities to the budget, it should be
included in the expenses. VAT arising on 31 December 2008¢hwhias not repaid by the tax liabilities, according to the
results of January 2009 amounts to UAH 6 633 thousand. The Groep ot expect to receive economic benefits from the
asset any more, therefore the amount of agricultural VAT was derddrom the asset. Consequently, this article reflects only
the VAT amounts on tax invoices not included in the tax repggtimhich in future will be able to repay future tax liabilitie$

the company on this tax for agricultural transactions.

"VAT receivable" includes the amount of VAT recoverable throdige repayment of future tax liabilities of the company on
this tax for transaction not related to agriculture.

24  CASH

As at 31 December 2008 and 31 December 2007 caghchalwere presented as follows:

31 Decembel 31 Decembe

2008 2007
Cash denominated in UAH 1379 1186
Cash denominated in USD - 14
Total 137¢ 1 20(

25  SHORT-TERM DEPOSITS

As at 31 December 2008 and 31 December 2007 depasispresented as follows:

31 Decembel 31 Decembe

2008 2007
Short-term deposits (with term of placement from 3 tanb2ths) 20 000 -
Total 20 00( -
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26

27

As at 31 December 2008 deposits were presented as/$
Bank Currency Interest rate Maturity Amount

LLC "Fortuna-Bank" UAH 15,5% April 2009 20 000

Total 20 00(

As at 31 December 2007 there were no placed deposite &roup.

OTHER CURRENT ASSETS
As at 31 December 2008 and 31 December 2007 other tassets were presented as follows:
31 Decembe 31 Decembe
2008 2007

Receivables of the shareholders 18 926 -
Interest receivable 263 -
Current portion of long-term receivables 79 -
Other current assets 59 2
Total 19 327 2

As at 31 December 2008 the accounts receivable on contrilsutamthe statutory fund are mainly represented by the débt
MCB Agricole Holding AG on contributions to the statutory funtiRarent company LLC "Ukrzernoprom Agro" in the amount
of UAH 18 920 thousand. The statutory fund will benfied through the provision of agricultural equipment.

NET ASSETS ATTRIBUTABLE TO SHAREHOLDERS
As at 31 December 2008 the share capital of the Gz®arent company was presented as follows:
Ownership ratio Present value
MCB Agricole Holding AG 100,00% 220 700
Total 100,00% 220 70(

For the year ended 31 December 2008 the share capital of thatRampany was increased. The increase was performed
gradually. In February 2008, the share capital of LLC "UkrzernoprognoA was increased by UAH 150 000 thousand, a
contribution was made in cash, in April 2008 it was increased BHP8 250 thousand, a contribution was made by
agricultural equipment, in July 2008 it was increased by UAH 39 thousand, a contribution of UAH 432 thousand was made

by agricultural equipment.

In Jun¢ anc July 200¢ the liabilities on contribution: to the shar« capita of MCB Agricole Holding AG were partially repaic in
the amount of UAH 6 791 thousand through the prowmisibagricultural equipment.

As at 31 December 2008 the Principal ultimate ownerewepresented by the following individuals and |ggaisons:

Ownership ratio

Mr. Anton Shishkin 30,20%
Mr. Kirill Sintsov 30,20%
Mr. Evgeniy Leng 7,60%
Mr. Mikhail Golybitskiy 7,60%
Institutional investors 24,40%
Total 100,00%
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As at 31 December 2007 the share capital of the Gz®arent company was presented as follows:

Ownership ratio

Present value

Medfair Oil Limited 89,65% 20 707
CJSC «Ukrzernoprom» 9,84% 2274
0OJSC "Zheltovodskiy khlebzavod" 0,51% 117
Mr. Zakharov 0,00% -
100,00% 23 09¢

Total

As at 31 December 2007 the owners contributed 1008teafegistered share capital of the Parent company.

As at 31 December 2007 the Principal ultimate ownerewepresented by the following individuals:

Ownership ratio

Mr. Anton Shishkin 40,00%
Mr. Kirill Sintsov 40,00%
Mr. Evgeniy Leng 10,00%
Mr. Mikhail Golybitskiy 10,00%
Total 100,00%
LONG-TERM LOANS
Long-term loans as at 31 December 2008 and 31 Decet@b@rwere presented as follows:
31 Decembe 31 Decembe
Note 2008 2007
Long-term bank loar b) - 21 28’
Current portion of long-term liabilities on bank lo b) - (6 410
Long-term loans of non-financial institutic a) 70 34: -
Total 70 343 14 877
a) Long-term loans of non-financial institutions a8 htDecember 2008 were presented as follows:
Current pqrthp .Of Amount of
long-term liabilities liability as at
Bank Currency Interestrate Repayment period as at
31 December
31 December 2008
200¢
MCB Agricole Holding AG EUR 5% June 2011 - 70 34:
- 70 34:

Total

Long-term loan from MCB Agricole Holding AG (Austria) was granted2ihMay 2008 by the Group's Parent company with a

maturity on 1 June 2011 to replenish working assets.
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b) Long-term loans as at 31 December 2007 were presantfetows:

Current portion of

s Amount of
long-term liabilities liability as at
Bank Currency Interest rate Repayment period as at 31 December
31 December 2007
2007
N igp " November-Decembt
0OJSC "Raiffeisen Bank Aval usb 10,7-11% 2008 (2 255) 2 255
LLC "Fortuna-Bank" USD 11,0% September 2009 - 14 284
0JSC "Swedbank" EUR 11,0% March 2009 (2 998) 2998
JSB "TAS-Commertsbank" EUR 11,0% March 2009 (1 157) 1750
Total (6 410 21 28
29  SHORT-TERM LOANS
Short-term borrowings as at 31 December 2008 and 31 ecet@07 were presented as follows:
31 Decembe 31 Decembe
Note 2008 2007
Short-term bank loans a), b) 6 630 53 886
Current portion of long-term liabilities on bank loans - 6410
Total 6 63( 60 29¢

a) Short-term borrowings as at 31 December 2008 were presamnfellows:

Amount of liability as

Bank Currency Interest rate  Repayment period at 31 December
2008
LLC "Fortuna-Bank" usbD 11% March 2009 6 630
Total 6 63(

b) Short-term borrowings as at 31 December 2007 were peesasfollows

Amount of liability as

Bank Currency Interest rate  Repayment period at 31 December
2007
0JSC "Raiffeisen Bank Aval” USD 10.7-1295 _ Feoruary 53 886
December 2008

Total 53 88¢
As at 31 December 2008 and 31 December 2007 lodresriepaid as follows:

31 Decembe 31 Decembe

2008 2007

Credit facilities (with maturity less than 3 months) 6 630 11031
Credit facilities (with maturity from 3 to 6 months) - 12 203
Credit facilities (with maturity from 6 to 12 months) - 37 062
Total current portion payable within one year 6 630 60 296
Credit facilities (with maturity within one year) - 14 877
Credit facilities (with maturity over one year) 70 343 -
Total 76 97 75 17!
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As at 31 December 2008 and 31 December 2007 the Groap's were secured by the following pledged assets:

31 December 31 December

2008 2007
Property, plant and equipment 13 248 27 883
Future harve - 13 97¢
Total 13 24¢ 41 85¢

30 TRADE AND OTHER PAYABLES
As at 31 December 2008 and 31 December 2007 Tradethedpayables were presented as follows:

31 December 31 December

2008 2007
Trade payables 6 334 1029
Payables for property, plant and equipment 2 154 2 364
Other payables 4641 1049
Total 13 12¢ 4 44;

31 ADVANCES FROM CUSTOMERS
As at 31 December 2008 and 31 December 2007 advanoesustomers were presented as follows:

31 Decembe 31 Decembe
2008 2007

Advances from third parties 4 340 628

Total 4 34( 62¢

32 ACCRUALS AND PROVISIONS

As at 31 December 2008 and 31 December 2007 accnahlsravisions were presented as follows:

31 Decembe 31 Decembe

2008 2007
Salaries and wages payable 4 056 2142
Provisions for future payments 1843 287
Total 5 89¢ 2 42¢

As at 31 December 2008 "Provisions for future payments" iredutie provisions for future payments to employees amounting
to UAH 1 638 thousand and other provisions amourttrigAH 205 thousands.

33 TAXES PAYABLE

As at 31 December 2008 and 31 December 2007 taxablpayere presented as follows:

31 Decembe 31 Decembe
2008 2007
VAT payable 51 180
Income tax payable 224 72
Agricultural VAT payable - 60
Corporation tax payable 3 -
Other taxes payable 130 48
Total 40¢ 36C
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34 CONTINGENT AND CONTRACTUAL LIABILITIES

Economic environment - Main operating activity of the Group asried out within Ukraine. Laws and other regulatory acts
affecting the activities of entities in Ukraine may be subjecchanges during short periods of time. As a result, assets and
operating activity of the Group may be exposed to the risk in cdseny unfavorable changes in political and economical
environment

Taxation - As a result of instable economic situation in Ukeaitax authorities in Ukraine pay increasing attention to the
business circles. In this regard, local and national tax leggsian Ukraine is subject to frequent changes. Moreover, there are
cases of their inconsistent application, interpretation ardcution. Non-compliance with laws and norms may lead to
significant fines and penalties. As a result of future tax @cdjpns, additional liabilities may be identified that Mibt comply

with the Group's tax reporting. Such liabilities may be taxeswell as fines and penalties, and their amounts may be
significant.

The Group's management considers that it operates in complitittax laws of Ukraine, although, a lot of new laws on taxes
and transactions in foreign currency have been adaptetent years, and their interpretation is rather anobigu

Legal matters - In the course of its economic activity the Growguigect to legal claims and actions. The Group’s management
considers that ultimate liabilities, which may arise as a tesfusuch legal proceedings, will not have any significantuafce
on the Group's financial position or the results of its future  tivdees.

Liabilities under the contracts of operating lease of land praperty, plant and equipment - The Group had the following
liabilities under the contracts of operating lease of landperty, vehicles and agricultural equipment as at 31 Decemi@8 20
and 31 December 20(

31 December 2008 31 December 2007
Lease of land Lease of property, Lease of land Lease of property,
plant and equipment plant and equipment
Within one year 16 441 1691 7 642 103
From two to five years 48 921 2163 22 574 188
Over five years 33793 1067 14 531 46
Total 99 155 4921 44 747 337

35 RELATED PARTY TRANSACTIONS

For the purposes of these consolidated financial statenueratsr IFRS, the parties are considered to be related, if one of the
parties has the ability to exercise control over the other partgftuence significantly the other party in making finaricéend
operating decisions. In considering the transactions with @adsible related party, the particular attention is paid to the
essence of relationships, not merely their legal form.

Related parties may enter into transactions, which may nayalwe available to unrelated parties, and they may be subject t
such conditions and such amounts that are impossillansactions with unrelated parties.

According to the existing criteria for the identification of a&td parties, the Group's related parties are divided into the
following categorie:

a) Companies under common control together with the@saompanies;
b) Principal ultimate owners;

c) Companies having shares in the Group's sharelg

d) Key management personnel.

The following transactions were performed in the cantéxeach category of related part

Balances of trade and other receivables from related parties3s@écember 2008 and 31 December 2007 and income from
sales to related parties for the years ended 31 December 2008 krndecember 2007 were presented as follows:
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Trade and other receivables from related parties

a) Companies under common control together with the @saompanies

b) Principal ultimate owne
¢) Companies having shares in the Group's share k

Total

Provision for doubtful accounts receivable from related prties

a) Companies under common control together with the @saompanies

Total

Income from sales to related parties

a) Companies under common control together with the @saompanies
b) Companies having shares in the Group's share k

Total

31 Decembe 31 Decembe
2008 2007
1620 23 364
2 -
- 64
1622 23 42¢
31 Decembe 31 Decembe
2008 2007
(843) (2914)
(843 (2914
Year ended Year ended
31 December 31 December
2008 2007
640 56 876
- 40
64C 56 91¢

The balances of trade and other payables to related parties3ds@cember 2008 and 31 December 2007 and acquisitions
made from related parties during the years ended 31Infibere2008 and 31 December 2007 were presented asdgollow

Trade and other payables to related parties

a) Companies under common control together with the @saompanies

b) Principal ultimate owne
¢) Companies having shares in the Group's share k

Total

Acquisitions from related parties

a) Companies under common control together with the @Bsaompanies

b) Principal ultimate owne

Total

Advances from related parties

a) Companies under common control together with the @saompanies

b) Companies having shares in the Group's share k

Total

Long-term loans

b) Companies having shares in the Group's share lcapita

Total

31 Decembe 31 Decembe
2008 2007
921 443
21 -
- 2
947 44E
Year ended Year ended
31 December 31 December
2008 2007
(953) (10 356)
(26) -
(979 (10 356

31 December

31 December

2008 2007
- 613
- 2
- 61t
31 Decembe 31 Decembe
2008 2007
70 343 -
70 34 -
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Year ended Year ended
Financial income/(losses) from transactions with relatedarties 31 December 31 December
2008 2007
b) Companies having shares in the Group's share lcapita (1873) -
Total (1873 -

For the year ended 31 December 2008, financial income/@pdsmm transactions with related parties are represented by the
interest expenses on the long-term loan from MCB Ageittidlding AG in the amount of UAH 1 873 thousand.

The amount of remuneration to key management personnel of thegp@vothe year ended 31 December 2008 was presented as
follows.

Year ended

Expenses for salaries of key management personnel 31 December
2008

Salary 3971
Contributions to the pension fund 736
Other contributions 106
Total 4 81
Number of key management personnel, persor 89

The amount of remuneration to the Group's key management petstamrthe year ended 31 December 2007 amounted to
UAH 280 thousand. Remunerations were made, maintharform of salaries and contributions to the sa®alrity fund.

36 PENSIONS AND PENSION PLANS

The Group's employees receive pensions from the State in camapliwith the current pension legislation of Ukraine. The
Group's contributions to the State Pension Fund foy#ar ended 31 December 2008 amounted to UAH 6Hailaand.

38  FINANCIAL RISK MANAGEMENT

The Group's policy regarding the risk management is designetktdify and analyze the risks faced by the Group, establishing
acceptable limits of risk and appropriate controls, as well ds misnitoring and compliance with established limits. Risk
management policies and systems are regularly reviewed fossegechanges due to changes in sales market conjuncture,
financial market conditions and the Group's actigitie

The Board of Directors bears full responsibility for trganization of the Group's risk management system.

The Group is exposed to the following risks due to the use ohfife instruments: credit risk, liquidity risk and market risk
(including foreign currency risk, price risk and fair value intenege risk). This explanation provides the information on the
Group's objectives, its policies and procedures for risk assgsgsand risk management. Additional disclosures of quaiveta
information are presented in several other sectionsesktfinancial statements, including:

- information on financial income and expensesssldsed in Note 11;
- information on cash is disclosed in Notg;

- information on short-term deposits is disclosed iteNe§

- information on trade and other receivables, netsslalsed in Note 22
- information on long-term loans is disclosed in N2@e

- information on current loans is disclosed in Note 30

a) Credit risk

Credit risk is the risk of financial loss for the Grdapase of customer’s non-fulfilment of its obligatsato the Group.
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The book value of financia asset represent the maximun level of credi risk for the Group Maximurr leve!l of credii risk as al
31 December 2008 and 2007 was as follows:

31 Decembe 31 Decembe
200¢ 2007

Financial asset

Non-current financial investments 1469 270
Trade and other receivables, net 13854 21 682
Short-term deposits 20 000 -
Cash 1379 1200
Total financial asset: 36 702 23 152

The Group's exposure to credit risk regarding trade receivabletly,fidepends on the characteristics of each client. The
Group's policy to manage the credit risk on receivables laysstesyatic work with clients including: examination of extdrna
ratings (if any) of the counterparty and its goodwill, and in saases, the bank's recommendations are also taken into account
Upon sales of products to the counterparties, with which the had not previously had any relationship, the transaction is
performed on a pre-paid basis. A delay in payment is offered ontiidee counterparties, with which the Group's companies
have cooperated for more than 1 year without any delpslyments, agreed in sale contracts.

Below is a summar of the outstandin balance on transaction with the five larges contractor of the Grouf as al 31
December 2008.

Trade receivables Trade receivables
from third parties Sales revenue for from third parties
Client's location as at the year ended 31 as at
31 December  December 2008 31 December

2008 2007
LLC "Zernotorg-2004" Ukraine 8 36¢ 10 41¢ 18 17
CJSC "Obolon" Ukraine 1 56( 159: -
CJSC "Pererobnik" Ukraine 67t - 212
CJSC "Pivdennyi elevator" Ukraine 40: - 40:
0JSC "Novomoskovskiy khlebzavod" Ukraine 38t - 38¢
Total 11 38¢ 12 01( 21 07¢

Below is a summar of the outstandin balance on transaction with the five larges contractor of the Grouf as al 31
December 2007.

Trade receivables Trade receivables
from third parties Sales revenue for from third parties
Client's location as at the year ended 31 as at
31 December December 2007 31 December
2007 2006
LLC "Zernotorg-2004" Ukraine 18 17! 29 92¢ 5 31(
CJSC "Pererobnik" Ukraine 2 12( 1 28¢ 1 32(
LLC "Ukr-Petroleum” Ukraine 1 30¢ 62( 1 70(
0OJSC "Krivorogskiy
khlebokombinaiNe 1" Ukraine 52¢ 44! 6 14«
LLC "Alfred S. Toepfer
International” Ukraine 98¢ 4 43¢ i
Total 2311¢( 36 71! 14 47¢

Concentration of credit risk on trade receivables froma tharties is as follows:
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For the year ended 31 December 2008, UAH 40 317 thousand 86%bof the Group's revenue relate to sales transactions
conducted with one of the Group's customers (LLC "Alfred S. Teepfternational (Ukraine)"). Of the total trade receivables
as at 31 December 2008, UAH 8 366 thousand or 66:88%ttributable to the major debtor LLC "Zernotorg-2004".

The Group of companies also analyzes overdue andredpassets.

As at 31 December 2008 the distribution of trade ahdraeceivables (Note 22) by limitations was as fodow

Value of financial
instrument as at 31
December

Accrued provision
as at 31 December

Value of financial
instrument inclusive

2008 2008 of impairment
With maturity
0-3 months 1764 - 1764
3-6 months 3681 - 3681
6 months - 1 year 129 - 129
over a year 9 304 1025 8 280
Total 14 87¢ 102t 13 85¢

Accounting for reserve is performe( to accoun for trade anc othei receivable impairmen losses unles: the Groug consider
that the repayment is impossible. In this case, the amoungloifity is considered to be irrecoverable and subjeattiting-off
for expenses of the reporting period.

Credii risk is accounte for upor the placemer of funds on deposit in commercic banks Upor the placemer of funds on
deposits, the counterparty's credit rating is taken into adgtium experience of work with the financial institution (natdehan
6 months), as well as the proposed interest rate.

b) Liquidity risk

Liquidity risk is an existing or potential risk of failure of th@roup to fulfil its obligations properly and timely without
incurring significant costs. The Group's approach to managdmegliquidity is to ensure, as far as possible, the regular
availability of sufficient liquidity to meet its obligatits in due time (both in normal conditions and in non-standar@dns),
avoiding the emergence of unacceptable losses oisthef reputation damage.

The information on the Group's outstanding financial lidigi§ by contractual maturities as at 31 December 2008 on the bas
of the earliest maturity date is presented as follows:

31 December 2008

Interest payable

Short-term and  Trade and other Accruals and

. on long-term Total
long-term loans payables provisions loans

With maturity
0-3 months (6 630) (12 023) (5 899) - (24 552)
3-6 months - 4) - - 4)
6 months - 1 year - (1 095) - - (1 095)
over one year (70 343) ) - (1873) (72 223)

Total (76 973 (13129 (5 899 (1873 (97 874

The information on the Group's outstanding financial lidigi§ by contractual maturities as at 31 December 2007 on the bas
of the earliest maturity date is presented as follows:
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31 December 2007

Short-termand  Trade and other Accruals and

o Total
long-term loans payables provisions

With maturity
0-3 months (11 031) (3557) (2 429) (17 017)
3-6 months (12 203) (63) - (12 266)
6 months - 1 year (37 062) (822) - (37 884)
over one year (14 877) - - (14 877)

Total (75173 (4442 (2429 (82 044

As at 31 December 2008 the Group's short-term assets exceedbditserm liabilities by UAH 198 215 thousand. As at 31
December 2007 the Group's short-term assets exceeddaitterm liabilities by UAH 22 026 thousand.

c)  Market risks

Marke! risk is a risk thal change in marke indices suct as foreigr exchang ratet anc interes rates as well as change in
prices for traded goods, will have a negative impact on the amofithe Group's profit or the value of available financial
instruments.

The purpose of market risk management is to manage the Grougswgpo market risk, as well as control its amount within
acceptable limits. Below is the description of the Group'sosipe to such component of market risk as currency risk, interest
rate and price risk.

(i) Foreign currency risk

Foreign currency risk - Foreign currency risk is the risk that the Geofipancial results will be exposed to the adverse effects
from changes in exchange rates. The Group has substantialdeansninated in foreign currencies. The Group does not use
any derivative instruments to manage the level ofigoreurrency risk.

Exposure to foreign currency risk

The book value of the Group't monetar asset anc liabilities denominatec in foreigr currencie (USD anc EUR), as al the
balance sheet date is presented as follows:

31 Decembe 31 Decembe
200¢ 2007
EUR USD EUR USD
Cash - - 3
Trade and other payables (179) - (312) -
Long-term and short-term loans (6 480) (861) (640) (13 946)
Accruals and provisions (173) - - -
Total (6 832 (861, (952, (13943

Sensitivity analysis (foreign currency risk)

The table below contains the information on the Group's deitgito UAH strengthening against EUR and vice versa by 10%.
This analysis was applied to the monetary itemg &seebalance sheet date, denominated in EUR 2k Becember 2008.

Sen_smvny analysis of transactions denominated in Increas_e/decrea: Effect on profit befort
foreign currency 31 December in tax
2008 EUR exchange EUR thousand
rate, ¥

10 (18)
Trade and other receivables (279) (10) 18

10 (648)
Long-term and short-term loans (6 480) (10) 648

10 (a7)
Accruals and provisions (173) (10) 17

10 (683)
General effect of exchange rate fluctuatior (6 832 (10) 6€
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The table below contains the information on the Group's deitgito UAH strengthening against USD and vice versa by 10%.
This analysis was applied to the monetary itemg &seebalance sheet date, denominated in USD 2k Becember 2008.

31 December Increasi(re]/decrea: Effect ont ;:ofit before
2008 USD exchange USD thousand
rate, ¥
10 (86)
Long-term and short-term loans (861) (10) 86
10 (86)
General effect of exchange rate fluctuations (861) (10) 86

(ii) Price risk

In order to manage the risk of changes in market prices for the ptedie Group's Sales Department constantly monitors
market prices of sales. The results of the analysis and subsefjuecasting of prices for products, the Group's management
develops the pricing policy depending on the price developsnienthe market. The general rule is applied: if the price in the
market grows, the Group does not fix the price for a period longan th month, if the price of the products falls, the Group
fixes the price for a period not less than 3 months.

(iii) Interest rate risk associated with cash flows and faivalue interest rate risk.

As at 31 December 2008 and 31 December 2007 the Group hasmalitgtdiabilities on borrowings received under the fixed
interest rate.

The Group constantly monitors the development of floating, rated insists on fixation of the interest rate in the credit
conditions if the floating rate increases. Thus, it is posstbl minimize losses from the increasing interest rate on borrowed
funds.

Structure of interest rate risk

As al the balanci shee date the structure of the Group't interes financia instrument groupe« by the type of interes rate: was
as follows:

31 Decembe 31 Decembe
2008 2007
Instruments with fixed interest rates:
Short-term deposits 20 000 -
Long-term loans (70 343) (14 877)
Short-term loans (6 630) (60 296)
Total (56 97 (7517

The above table does not include such financial instrumestsaah and cash equivalents, accounts receivable, accounts
payable, since the possible effect of the interastrigk (discount rate) on these financial instrumentst significant.

Capital risk managemen

The Group manages its capital to ensure its ability to operate g@ng concern, while providing simultaneously maximum
profit to the shareholders by optimizing the balance of litibi and net assets attributable to the shareholders. The &roup’
management constantly analyzes the capital structure. Restids analysis the Group's management takes measures rggardin
the balance of the general capital structure by attracting nadsfor repayment of existing liabilities, as well as changabé
shareholders equity and the distributions to the sbédets.

As well as the other companies in the industry, the Group monitee equity based on the ratio of own and borrowed funds. It
is calculated as the ratio of net debt to own funds. The amounébdebt is calculated as the sum of all loans, less cash and
cash equivalents. The amount of own funds is efguidle amount of share capital and net debt.
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The equity ratios as at 31 December 2008 and 31 Dere2007 were as follow:

31 Decembe 31 December
2008 2007
Short-term loans 6 630 60 296
Long-term loans 70 343 14 877
Total loan amount 76 973 75173
Less: cash and cash equivalents 21 379 1200
Net debi 55 594 73973
Share capiti 220 700 23 098
Retained earnings (6 814) 19 847
Minority interest 2300 985
Total equity 216 186 43 930
Total amount of equity and net deb 271 780 117 903
Equity ratio 20,5% 62,7%

The Group aims to keep lower than 65% of equity tadebt ratio.
Risk of climate fluctuation and other risks

The biologica asset are subjec to risk of damag as a resul of climate fluctuation disease: conflagration anc othel natura
disasters. The Group has a wide range of processes aimed to lmviavel of the risks, including: regular field inspections,
analysis for diseases' reveal.

Aiming to manage the natural risk factors and to minimize ithuigrfice on operational activities, the Group applies geogcaphi
diversification by type of crops depending on statisticabinfation by geographic, weather and climate factors of a péaticu
region, and also its influence on different crops. The Group eefyumonitors key weather and climate indicators (temperature,
moisture, precipitation), in order to control crops' conditiord aninimize losses by resawing other crops instead, afse
different organic means, which allow to reach satisfactory ciiefdyand quality. Monitoring of fire safety is carried out by
regions in summer. In order to exclude fire damage of harvest, thepGrarries out works minimizing fire likelihood (antifire
strips, etc.).

The Group insures grain and oil-bearing crops againdotiosving risks:

influence of frost, glaze, hail, or thunderbolt, earthquakalanche, earth or water torrent, fire (except for forest fire), drill
hurricane, snowstorm, spate, flood, dry or dry on land, which arbet@ompulsory irrigated or waterflooded, epiphytotic
diseases and increase of plant pests, secondary crop dessagagsult of the risks taking place, unlawful acts of indigidu
(theft, acts of hooliganism), and also other events, relataghfavourable winter conditions, which prevent from vegetatio
renewal of the crops after overwinter survival.

39 POST BALANCE SHEET EVENTS

The Group incorporated the following new entitiesrate December 200¢
- LLC "Ukrzernoprom-Pivdenne";
- LLC "Ukrzernoprom-Lan";

Additional agreement to the contract of bank deposit from 8 A008 between LLC "Fortuna Bank" and LLC "Ukrzernoprom
Agro" was signed on 28 January 2009. It is about deergathe amount of deposit to UAH 19 440 thousand.

Additional agreement to the contract of bank deposit from 8 A008 between LLC "Fortuna Bank" and LLC "Ukrzernoprom
Agro” was signed on 10 April 2009. The agreement irsgéaerm of the deposit till 14 April 2010.

Additional agreement to the contract of the line of credit d&88dviarch 2007 between LLC "Fortuna Bank" and Subsidiary
"Zernyatko" was signed on 30 March 2009. The agreement increagedf line of credit till 30 September 2009. At the time
of issue of the consolidated financial statemehtsjoan was repaid in total amount and the liaeditvere fulfilled.
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After 31 December 2008 in the result of unfavourable weathaditimns, the crops of grain and rape were damaged for the
total amount of UAH 5 398 thousand. With this, theurance compensation was received for UAH 447 thalis

In June-July 2009 the receivable from the shareholder MCB Agriclolieling AG was patrtially realized by investmeot
agricultural machinery into share capital amountingl#d1 6 791 thousand.
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