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PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

STATEMENT OF MANAGEMENT’'S RESPONSIBILITIES FOR THE PREPARATI ON
AND APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

The following statement, which should be read injgnction with the independent auditors’ respotisids
stated in the independent auditors’ report sebaytages 2-3, is made with a view to distinguishing
the respective responsibilities of management haset of the independent auditors in relation to

the consolidated financial statements of Publint3®fock Company Novorossiysk Commercial Sea Port
and its subsidiaries (the “Group”).

Management is responsible for the preparation®ttnsolidated financial statements that presény fa
the consolidated financial position of the Grou@B31 December 2007 and the consolidated reduts o
operations, cash flows and changes in equity ®#ar then ended, in accordance with International
Financial Reporting Standards (“IFRS").

In preparing the consolidated financial statementmagement is responsible for:

. Selecting suitable accounting principles and apgiyhem consistently;
*  Making judgments and estimates that are reasomalolg@rudent;

. Stating whether IFRS has been followed, subjeaentomaterial departures disclosed and explained
in the consolidated financial statements; and

. Preparing the consolidated financial statementg gaing concern basis, unless it is inappropriate
to presume that the Group will continue in busirfesshe foreseeable future.

Management is also responsible for:

»  Designing, implementing and maintaining an effezystem of internal controls throughout
the Group;

. Maintaining statutory accounting records in commiawith local legislation and accounting standards
in the respective jurisdictions in which the Graygerates;

. Maintaining proper accounting records that disglesth reasonable accuracy at any time,
the financial position of the Group, and which daabem to insure that the consolidated financial
statements of the Group comply with IFRS;

e Taking such steps to safeguard the assets of thepGand
. Preventing and detecting fraud and other irregussri

The consolidated financial statements for the pealed 31 December 2007 were approved and authorised
for issue on 21 April 2008 by:
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I.E.erilinov G.l. Kachan

Chief Executive Officer Chief Accountant
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Public Joint Stock Company dlvorossiysk Commercial Sea Port:

We have audited the accompanying consolidated diabstatements of Public Joint Stock
Company Novorossiysk Commercial Sea Port and lisidiaries (the “Group”), which
comprise the consolidated balance sheet as at &initeer 2007, and the consolidated income
statement, consolidated statement of changes ityeapd consolidated cash flow statement
for the year then ended, and a summary of signifiaacounting policies and other explanatory
notes.

Management’s responsibility for the consolidated fiancial statements

Management is responsible for the preparation aingbfesentation of these consolidated
financial statements in accordance with Internatiétinancial Reporting Standards.

This responsibility includes: designing, implemagtand maintaining internal control relevant
to the preparation and fair presentation of finahsiatements that are free from material
misstatement, whether due to fraud or error; saelgeind applying appropriate accounting
policies; and making accounting estimates thateasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based
on our audit. We conducted our audit in accordamtie International Standards on Auditing.
Those standards require that we comply with ethiglirements and plan and perform

the audit to obtain reasonable assurance whetbamtisolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtaidifevidence about the amounts and
disclosures in the consolidated financial statemélrtie procedures selected depend on

the auditor’s judgment, including the assessmettiofisks of material misstatement of

the consolidated financial statements, whethertaddiud or error. In making those risk
assessments, the auditor considers internal coeteslant to the Group’s preparation and fair
presentation of the financial statements in ordelesign audit procedures that are appropriate
in the circumstances, but not for the purpose pfessing an opinion on the effectiveness

of the Group’s internal control. An audit also udés evaluating the appropriateness of
accounting policies used and the reasonablenessotinting estimates made by management,
as well as evaluating the overall presentatiomefdonsolidated financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide
a basis for our audit opinion.

. . . . . Member of
Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu



Opinion

In our opinion, the consolidated financial statetagmesent fairly, in all material aspects,
the consolidated financial position of Public Jé&tbck Company Novorossiysk Commercial
Sea Port and its subsidiaries as at 31 Decembé@t, 20d of its consolidated financial
performance and its cash flows for the year theleérin accordance with International
Financial Reporting Standards.

/Aé'zg‘g e

21 April 2008
Moscow, Russia



PUBLIC JOINT STOCK COMPANY

NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007
(in thousands of US Dollars, except earnings per share)

Notes
Revenue 6
Cost of services 7
Gross profit
Selling, general and administrative expenses 8
OPERATING PROFIT
Share of profit of associates
Investment income 9
Finance costs 10
Foreign exchange gain
Other expenses, net 11

Excess of Group’s interest in net assets acquired aansideratior
paid on acquisition of subsidiaries

PROFIT BEFORE INCOME TAX

INCOME TAX 12

PROFIT FOR THE YEAR

Attributable to:

Equity shareholders
Minority interest

Earnings per share
Weighted average number of ordinary shares in idatiag the yeai

Basic and diluted earnings per share (US Dollars)
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I.E. \/iiinov
Chief Executive Officer

Year ended Year ended
31 December 31 December
2007 2006
483,380 277,277
(255,709 (172,897)
227,671 104,380
(73,098 (33,979)
154,573 70,401
- 3,065
1,061 4,542
(44,793 (22,703)
34,776 5,391
(15,165 (3,578)
2,956 618
133,408 57,736
(39,734 (13,647)
93,674 44,089
93,713 44,469
(39) (380)
93,674 44,089

19,196,480,58¢

0.0049

19,124,483,167

0.0023

e

G.l. Kachan

Chief Accountant

The notes on pages 8 to 52 form an integral pattesfe consolidated financial statements.



PUBLIC JOINT STOCK COMPANY

NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
AT 31 DECEMBER 2007
(in thousands of US Dollars)

ASSETS

NON-CURRENT ASSETS:

Property, plant and equipment

Goodwill

Mooring rights and other intangible assets
Investments in securities and other financial asset
Non-current VAT recoverable

Spare parts

Deferred tax assets

CURRENT ASSETS:

Inventories

Trade and other receivables

Investments in securities and other financial asset
Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

EQUITY:

Share capital

Share premium

Foreign currency translation reserve
Retained earnings

EQUITY ATTRIBUTABLE TO SHAREHOLDERS
OF THE PARENT

MINORITY INTEREST

TOTAL EQUITY

NON-CURRENT LIABILITIES:
Long-term debt

Retirement benefit obligation
Deferred tax liabilities

CURRENT LIABILITIES:
Short-term debt

Trade payables

Other payables and accruals

TOTAL EQUITY AND LIABILITIES

The notes on pages 8 to 52 form an integral pattesfe consolidated financial statements.

Notes

15
16
17
18

12

19
20
18
21

22

23
24
12

23
25
26

31 December

31 December

2007 2006
755,451 664,166
490,077 456,856

14,836 14,195
15,863 12,903
998 11,095
6,585 4,840
3,078 4,079
1,286,88¢ 1,168,134
7,875 6,581
71,184 65,155
3,999 23,470
66,660 37,037
149,71¢ 132,243
1,436,60¢ 1,300,377
10,471 10,366
10,063 -
80,045 32,533
630,65¢ 569,024
731,22¢ 611,923
38,883 41,734
770,112 653,657
508,18¢ 482,297
8,181 6,451
77,304 71,751
593,674 560,499
30,426 60,400
17,481 7,086
24,913 18,735
72,820 86,221
1,436,60¢ 1,300,377




PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2007
(in thousands of US Dollars)

Foreign currency Attributable to
Share Share translation Retained shareholders of Minority
Note capital premium reserve earnings the parent interest Total
Balance at 1 January 2006 10,464 - (18,200 543,884 536,148 - 536,148
Effect of translation into presentation currency - - 50,733 - 50,733 1,321 52,054
Net income recognised directly in equity - - 50,733 - 50,733 1,321 52,054
Profit for the year - - - 44,469 44,469 (380 44,089
Total recognized income and expense - - - 44,469 95,202 941 96,143
Dividends - - - (10,624 (10,624 - (10,624)
Minority interest of subsidiaries acquired - - - - - 40,793 40,793
Buy-back of ordinary shares (98 - - (8,705 (8,803 - (8,803)
Balance at 31 December 2006 10,366 - 32,533 569,024 611,923 41,734 653,657
Effect of translation into presentation currency - - 47,512 - 47,512 2,850 50,362
Net income recognised directly in equity - - 47,512 - 47,512 2,850 50,362
Profit for the year - - - 93,713 93,713 (39 93,674
Total recognized income and expense - - - 93,713 141,225 2,811 144,036
Dividends 13 - - - (11,295 (11,295 - (11,295)
Other distributions to shareholders 13 - - - (489 (489 - (489)
Increase of ownership in subsidiaries - - - (19,495 (19,495 (5,636 (25,131)
Disposal of subsidiaries - - - - - (26 (26)
Buy-back of ordinary shares (10 - - (808 (818 - (818)
Issue form treasury stock 115 10,063 - - 10,178 - 10,178
Balance at 31 December 2007 10,471 10,063 80,045 630,65C 731,228 38,883 770,112

The notes on pages 8 to 52 form an integral patiese consolidated financial statements.



PUBLIC JOINT STOCK COMPANY

NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007
(in thousands of US Dollars)

Cash flows from operating activities

Cash generated from operations
Income tax paid

Interest paid

Employee benefits paid

Net cash generated by operating activities
Cash flows from investing activities

Proceeds from disposal of property, plant and egeigd
Payments for property, plant and equipment

Proceeds from disposal of securities and othenéizh assets
Payments for securities and other financial assets
Acquisitions of subsidiaries, net of cash acquired
Acquisitions of minority interest in existing subsiries
Proceeds from disposal of subsidiaries, net of dasgposed
Proceeds from disposal of short-term investments
Loans given to employees

Interest received

Purchases of long-term deposits

Net cash used in investing activities

Cash flows from financing activities

Proceeds from long-term borrowings
Repayments of long-term borrowings

Dividends paid

Buy back of ordinary shares

Proceeds from sale of treasury shares
Distribution to shareholders

Repayments of obligations under finance leases
Net cash (used in)/from financing activities

Net increase/(decrease) in cash and cash equivakent

Cash and cash equivalents at the beginning of thear

Effect of exchange rate changes on cash and cashueglents

Cash and cash equivalents at the end of the year

Notes

27

Year ended Year ended
31 December 31 December
2007 2006
228,713 123,178
(49,987 (18,770)
(40,413 (21,316)
(525 (236)
137,788 82,856
5,742 1,715
(93,992 (99,812)
24,494 34,593
(5,669 -
(6,663 (537,610)
(25,130 -
(260 -
- 61,183
779 -
1,689 -
(1,368 -
(101,936 (539,931)
423,261 521,007
(430,443 (60,318)
(11,584 (10,205)
(818 (3,507)
10,178 -
(489 -
- (521)
(9,895 446,456
25,957 (10,619)
37,037 43,915
3,666 3,741
66,660 37,037

The notes on pages 8 to 52 form an integral pattexfe consolidated financial statements.



PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

1. GENERAL INFORMATION

Public Joint Stock Company Novorossiysk Commer8ied Port (‘“NCSP”) was founded in 1845.
NCSP was transformed from a state-owned entetprese open joint stock company in December 1992.
NCSP’s principal activities include liquid and bu&rgo transhipping services, storage, sea vessel
servicing and passenger transit. NCSP and its diabisis (the “Group”) primarily operate in

the Russian Federation. On 14 June 2006, NCSP gmedltontrolling stakes in subsidiaries in

which it previously had minority interests. Theripal activities and the significant entities of

the Group as of 31 December 2007 were as follovase(R5):

Subsidiaries by country of incorporation Nature of business

Russian Federation

0OJSsC IPP Stevedoring and storage services

PJSC Fleet of Novorossiysk Commercial Sea F Tug and towing services

0OJSC Novorossiysk Shipyard Stevedoring and marine vessels repair services

0OJSC Novoroslesexport Stevedoring and storage services

PJSC Novorossiysk Grain Terminal Stevedoring and storage services

LLC Baltic stevedores company Stevedoring and storage services

0OJSC NPK Zarubezhneft Owns land for future construction of transhipping
terminals

Cayman Islands
NR Air Ltd. Transportation services

Novorossiysk Port Capital S.A. (“Novorossiysk Capitwas created as a special purpose entity
during financial year 2007 and was used as a \eficlthe issuance of loan participation notes.

Russian companies of the Group (except for LLCiBatevedores company) are located in the Eastern
sector of the Black Sea in Tsemesskaya bay.

NCSP is the largest stevedore of the Group antidaliing company. It has three cargo-loading
districts (Western, Central and Eastern), the Staesk oil terminal, the technical support base and
the passenger terminal in Novorossiysk. NCSP hasignificant subsidiaries, the primary activities
of which are as follows:

Open Joint Stock Company IPP (“IPP")
IPP is a liquid-cargo processing enterprise. Stgriom 2007 IPP also provides bunkering services.
Public Joint Stock Company Fleet of NCSP (“Fleet”)

Fleet is a maritime tug and towing company. It jeg most of the tug and towing and other
services for ships and other maritime vessels éiaanund the Novorossiysky Port (the “Port”).

In addition, it provides emergency services sietransferring vessels to shelter zones during
emergencies, provides cleaning and containmenicesrior oil or other liquid spills in and around
the Port and provides hazardous material respans&aste management services pursuant to its
agreement on water use with Kubanskoye Basin Dmgaittof Krasnodar Kray under the Russian
Ministry of Natural Resources.



PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

Open Joint Stock Company Novorossiysk Shipyardiggy@aind”)

Shipyard performs cargo transhipment. The Shipgtsdl operates large ship repair facilities in
the Black Sea. It is able to operate all year-rcamdi is one of the few facilities in the Black Sea
available to service the Russian naval fleet.

Open Joint Stock Company Novoroslesexport (“Tintbgrort”)

Timber Export provides cargo handling, shipping atatage services for the export of the timber,
containerised cargo and non-ferrous metals.

Public Joint Stock Company Novorossiysk Grain Teain{‘Grain Terminal”)

Grain Terminal was established for the construdiot operation of a new grain storage and shipment
terminal in the western part of the Tsemesskaya bay

Limited Liability Company Baltic Stevedores CompéBaltic Stevedore”)

Baltic Stevedore is a stevedoring company operdkiagar-ferry, cargo and passenger terminal
of the Baltiysk port in Kaliningrad Region.

2. BASIS OF PRESENTATION

The consolidated financial statements of the Glaye been prepared in accordance with International
Financial Reporting Standards (the “IFRS"), whicbliudes standards and interpretations approved

by the International Accounting Standards Board {tASB”), including International Accounting
Standards and interpretations issued by the Irtten@ Financial Reporting Interpretations Comneitte
(the “IFRIC") which replaced the Standing Interpt@ns Committee.

In preparing these consolidated financial statemenanagement complied with existing standards
and interpretations that are effective or availdbtesarly adoption at the Group’s IFRS annual
reporting date, 31 December 2007.

Standards and interpretations effective in currentperiod

In the current year, the Group has adopted all imevnational Financial Reporting Standards

and interpretations issued by International Firerioterpretation Reporting Interpretation Comneitte
that are mandatory for adoption in the annual perlzeginning on or after 1 January 2007. Adoption
of these standards and interpretations did not Aayeffect on the financial performance or positio
of the Group; however give rise to additional disaires.

The principles effects of these changes are aswell

IAS 1 Presentation of Financial Statements (amentme

This amendment requires the Group to provide nealaiures to enable users of the financial statesmen
to evaluate the Group’s principle objectives; pebcand procedures for managing capital (Note 33).

IFRS 7  Financial Instruments: Disclosures

This standard introduces new disclosures that ensd#rs of the financial statements to evaluate
the significance of the Group’s financial instrurteeand the nature and extent if risks arising from
those financial instruments. The new or expendedalures are included in the consolidated
financial statements.



PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

The following interpretations issued by IFRIC alsoseffective for the current peridBRIC 8
Scope of IFRS;2FRIC 9 Reassessment of Embedded DerivatarefiFRIC 10 Interim Financial
Reporting and ImpairmenThe adoption of these interpretations has notdeahy changes in
the Group’s accounting policies or disclosures fgted in the financial statements.

Early adoption of Standards and Interpretations
In addition, the Group has elected to adopt thlewiehg standards in advance of its effective date:

. IAS 23 (Revised) Borrowing Costs (effective for aanting periods on or after 1 January 2009);
and

IFRS 8 Operating Segments (effective for accounpieigods on or after 1 January 2009).

The revisions to IAS 23 have had no impact on treuf¥s accounting policies. The principal change
to the Standard, which was to eliminate the preshoavailable option to expense all borrowing costs
when incurred, has no impact on these consolidatadcial statements because it has always been
the Group’s accounting policy to capitalise therbaing costs incurred on qualifying assets.

IFRS 8 is a disclosure Standard which has resinitadlesignation of the Group’s reportable segments
(see Note 5), but has had no impact on the repogtadts or financial position of the Group.

Standards and interpretations in issue but not yeadopted
At the date of authorisation of these consolidéitezhcial statements, other than the Standardstedop

by the Group in advance of their effective datssd@scribed above) the following Interpretationsewe
in issue but not yet effective:

Standards and Interpretations Effective for annual
periods beginning
on or after

IAS 1 Presentation of Financial Statements (amendment) 1 January 2009
IAS 27 Consolidated and Separate Financial Statements

(amendment due to revision of IFRS 3) 1 July 2009
IAS 28 Investments in Associates (amendments due toaewa$iFRS 3 1 July 2009
IAS 31Investments in Joint Ventures (amendments due igioe\of IFRS 3) 1 July 2009
IAS 32Financial Instruments: Presentation (amendment) 1 January 2009
IFRS 2Share-based Payment (amendment) 1 January 2009
IFRS 3Business Combinations (revised on applying the atipn method) 1 July 2009
IFRIC 11Group and Treasury Share Transactions 1 March 2007
IFRIC 12Service Concession Arrangements 1 January 2008
IFRIC 13Customer Loyalty Programmes 1 July 2008
IFRIC 14 IAS 19The Limit on a Benefit Asset, Minimum Funding Requarts

and their Interaction 1 January 2008

The impact of adoption of these standards andaretations in the preparation of the consolidated
financial statements in future periods is currebling assessed by management; however no material
effect on the Group’s accounting policies is apabed.

10



PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

3.

SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The financial statements have been prepared ir@acoe with International Financial Reporting
Standards.

Basis of consolidation

The consolidated financial statements incorpotadinancial statements of NCSP and its subsidiarie
(Note 35), from the date that control effectivetyranenced until the date that control effectivelgsss.
Control is achieved where the Company has the ptawwgovern the financial and operating policies
of an entity so as to obtain benefits from its\atiés.

Special purpose entities (“SPE”) are those entitieated to satisfy specific business needs of

the Group and the Group has the right to the mgjofithe benefits of the SPE, or is exposed tsris
associated with activities of the SPE. SPEs amedalmated in the same manner as subsidiaries when
the substance of the relationship indicates traBSRE is controlled by the Group.

The assets and liabilities of all subsidiariesrasasured at their fair values at the date of attors

The results of subsidiaries acquired or disposetiiohg the year are included in the consolidatedme
statement from the effective date of acquisitiompito the effective date of disposal, as apprégria

The financial statements of subsidiaries are pegpfar the same reporting period as those of NCSP;
where necessary, adjustments are made to the ifshatatements of subsidiaries to bring the acdognt
policies used by them into line with those of threwp.

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

Minority interests in the net assets (excludingdyeitl) of consolidated subsidiaries are identified
separately from the Group’s equity therein. Minonitterests consist of the amount of those interest
at the date of the original business combinatiahthe minority’s share of changes in equity since
the date of the combination. Losses applicabléearinority in excess of the minority’s interest

in the subsidiary’s equity are allocated againstititerest of the Group except to the extent that
the minority has a binding obligation and is ablenake an additional investment to cover the losses

Business combinations

Acquisitions of subsidiaries and businesses areusited for using the purchase method. The cost of
the business combination is measured as the adgrethe fair values (at the date of exchange)
of assets given, liabilities incurred or assumed, equity instruments issued by the Group in exghan
for control of the acquiree, plus any costs diyeattributable to the business combination. Theliaeq's
identifiable assets, liabilities and contingenbiigies that meet the conditions for recognitiamder
IFRS 3 “Business Combinationsire recognised at their fair values at the adipmsdate, except

for non-current assets (or disposal groups) ttatkassified as held for sale in accordance with
IFRS 5 “Non-current Assets Held for Sale and Digitared Operations, which are recognised and
measured at fair value less costs to sell.

The interest of minority shareholders in the acepiis initially measured at the minority’s propaoti
of the net fair value of the assets, liabilitiesl @ontingent liabilities recognised.

11



PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

Any differences arising from acquisition of addité non-controlling interests in subsidiaries betwe
carrying values of net assets attributable to aequnterests and consideration paid are eitheecdd
to additional paid-in-capital, if positive, or clgad to retained earnings, if negative.

Investments in associates

An associate is an entity over which the Groupdigsificant influence and that is neither a sulasigi
nor an interest in a joint venture. Significantueince is the power to participate in the finanaiadi
operating policy decisions of the investee butosaontrol or joint control over those policies.

The results and assets and liabilities of assacmte incorporated in these consolidated financial
statements using the equity method of accounting.

Under the equity method, investments in assocatesarried in the consolidated balance sheetsat co
as adjusted for post-acquisition changes in thei@scshare of the net assets of the associateamgss
impairment in the value of individual investmelrtgsses of an associate in excess of the Grougiestt

in that associate (which includes any long-terrarigdts that, in substance, form part of the Groogts
investment in the associate) are not recognised.

Any excess of the cost of acquisition over the @eghare of the net fair value of the identifiable
assets, liabilities and contingent liabilities o tassociate recognised at the date of acquisition
recognised as goodwill. The goodwill is includedhivi the carrying amount of the investment and
is assessed for impairment as part of the investrAay excess of the Group’s share of the net fair
value of the identifiable assets, liabilities anditingent liabilities over the cost of acquisitiafiter
reassessment, is recognised immediately in profiiss.

Profit and losses resulting from transactions @adtkociates are eliminated to the extent of the@sou
interest in these associates.

Goodwill

Goodwill arising on the acquisition of a subsidianjointly controlled entity represents the excess
of the cost of the acquisition over the Group’iast in the net fair value of the identifiableedss
liabilities and contingent liabilities of the subigiry recognised at the date of acquisition. Godidwi

is initially recognised as an asset at cost asdilisequently measured at cost less any accumulated
impairment losses. If the Group’s interest in @@t Yalue of the identifiable assets, liabilitiexla
contingent liabilities of the subsidiary exceeds tlost of the acquisition the difference is recegdi
immediately in profit or loss.

For the purpose of impairment testing, goodwillllecated to each of the Group’s cash-generatiitg un
expected to benefit from the synergy of the contlwnaCash-generating units to which goodwill has
been allocated are tested for impairment annuailyyore frequently when there is an indication that
the unit may be impaired. If the recoverable amofitite cash-generating unit is less than carrying
amount of the unit, the impairment loss is alloddiest to reduce the carrying amount of any godidwi
allocated to the unit and then to the other asdék® unit pro-rata on the basis of the carryimgant of
each asset in the unit. An impairment loss recegniar goodwill is not reversed in a subsequeribger

On disposal of a subsidiary the attributable amadigoodwill is included in the determination
of the profit or loss on disposal.

The Group’s policy for goodwill arising on the agtion of an associate is described under ‘Invesiis
in associates’ above.

12



PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

Non-current assets held for sale

Non-current assets and disposal groups are cledsif held for sale if their carrying amount wél b
recovered principally through a sale transactighenathan through continuing use. This condition is
regarded as met only when the sale is highly preletd the asset (or disposal group) is availaile f
immediate sale in its present condition. Managemmerst be committed to the sale, which should be
expected to qualify for recognition as a compledgig within one year from the date of classifiaatio

Non-current assets (and disposal groups) classaidield for sale are measured at the lower of thei
previous carrying amount and fair value less casgell.

Functional and presentation currency

The functional currency of NCSP and each of itssglifries, except for NR Air Ltd, is the Russian
Rouble (“RUR"). The functional currency of NR AitdLis the US Dollar (“USD” or “US Dollar”).

The presentation currency of the consolidated firstatements is the US Dollar. Management
consider that the USD is a more relevant presentatirrency for international users of the consadid
financial statements of the Group.

The translation from RUR (functional currency of t&roup) into USD (presentation currency)
is performed in accordance with the requirement&8f21 The Effect of Changes in Foreign
Exchange Ratess described below:

» All assets and liabilities, both monetary and nammgtary, are translated at closing exchange
rates at the dates of each consolidated balane¢ gresented,;

. All income and expenses in each consolidated incetatement are translated at the average
exchange rates for the years presented;

* Allresulting exchange differences are includeéduity and presented separately as an effect
of translation into presentation currency; and

. In the consolidated statement of cash flows, castnoes at the beginning and end of each year
presented are translated at exchange rates agpeative dates.

Equity balances were converted to USD at the ragdfect on 1 January 2005, the date of transtton
IFRS.

Rates of exchange

The exchange rates used by the Group in the prispact the consolidated financial statements are

as follows:
31 December 31 December
2007 2005
Year-end rates
RUR /1 US Dollar 24.5462 26.3311
Average rates for the year ended
RUR /1 US Dollar 25.5770 27.1920
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PUBLIC JOINT STOCK COMPANY
NOVOROSSIYSK COMMERCIAL SEA PORT AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

Foreign currencies

In preparing the financial statements of the irdinal entities, transactions in currencies othen tha
the entity’s functional currency (foreign currergjiare recorded at the exchange rates prevailing on
the dates of the transactions. At each balance dhteemonetary assets and liabilities denominiated
foreign currencies are translated at the exchaatge prevailing at the balance sheet date. Non-aigne
items carried at historical cost are translateieaexchange rate prevailing on the date of tmsaetion.

Exchange differences are recognised in profit 86 in the period in which they arise as a component
of other income or expense except for exchangereifices which relate to assets under construction
for future productive use, which are included ie tlost of those assets where they are regarded as
an adjustment to interest costs on foreign currdrmyowings.

Revenue recognition

Revenue is recognised when it is probable thagtomomic benefits associated with the transaction
will flow to the Group, delivery has occurred, sees have been rendered or construction works are
fully completed, the amount of the revenue can basured reliably, persuasive evidence of

an arrangement exists and the collectibility ofrdneenue is reasonably assured.

The Group’s revenue is derived as follows:

(i) Liquid, dry bulk cargo, general cargo and contarteanshipment services include loading and
unloading of oil and oil products, grain, mineraitilizes, chemicals, containers, timber and
timber products, metal products (slabs, tubindedbinetal and others), sugar, and other cargo;

(i) Fleet services include tag, towing and other ftesvices;

(i) Ship repair services mostly represent all typegestel repairs and maintenance in docks;

(iv) Other services include passenger transit, vessehrel other services provided at the Port.

Revenue is recognised when the cargo-transhipreerites are accepted by the customers (which is
typically after the loading or unloading of cargs,defined by the sales terms), or when the service
are provided to the customer.

Interest income is accrued on a time basis, byeete to the principal outstanding and at the #ffec
interest rate applicable, which is the rate thaicty discounts estimated future cash receiptaugiro
the expected life of the financial asset to thaets net carrying amount.

Dividend income from investments is recognised wienGroup’s rights to receive payment have
been established.

The Group’s recognises revenues net of Value Adaded(“VAT").

Leasing

Leases are classified as finance leases whenevtarths of the lease transfer substantially alfities
and rewards of ownership to the lessee. All othasés are classified as operating leases.

Assets held under finance leases are recognisesbats of the Group at their fair value at thegtice

of the lease or, if lower, at the present valuthefminimum lease payments. The correspondinditiabi
to the lessor is included in the balance sheefiasiace lease obligation. Lease payments arezadidc
between finance charges and reduction of the taggation so as to achieve a constant rate ofdste
on the remaining balance of the liability. Finabarges are charged to finance costs, unless they
are directly attributable to qualifying assetswinich case they are capitalised in accordance with
the Group’s general policy on borrowing costs (selew).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(in thousands of US Dollars)

Operating lease payments are charged to profitssrdn a straight-line basis over the term ofélevant
lease. Benefits received and receivable as antivegio enter into an operating lease are alsocaspre
on a straight-line basis over the lease term.

Borrowing costs

Borrowing costs directly attributable to the acdigia, construction or production of qualifying ats
which are assets that necessarily take a substpatiad of time to get ready for their intende@ s
sale, are added to the cost of those assetssuakiltime as the assets are substantially readlydir
intended use or sale.

Transaction costs associated with the issuancelebtinstrument are recorded as a reduction of
the debt liability, and are amortised to interegtemse over the term of the related debt. In anpge
in which the debt is redeemed, the unamortised cekdting to the debt being redeemed are expensed.

All other borrowing costs are recognised in profitoss in the period in which they are incurred.
Employee benefits
Defined contribution plans

The Group’s Russian subsidiaries are legally obligemake defined contributions to the Russian
Federation State Pension Fund.

The Group’s contributions to the Russian Federai@ate Pension Fund relating to defined contriloutio
plans are charged to income statement in the pé&siadhich they relate.

In the Russian Federation all state social corttdhg, including contributions to the Russian Fatien
State Pension Fund, are collected through a ursfiedl tax (“UST”) calculated by the applicatidn o

a regressive rate from 26% to 2% of the annualsgmuneration of each employee. UST is allocated
to three state social funds, including the RusBieleration State Pension Fund, where the rate of
contributions to that fund vary from 20% to 2%, eeging on the annual gross remuneration of each
employee.

Contributions to defined contribution retiremenhbfit plans are recognised as an expense when
employees have rendered service.

Defined benefit plans

For defined benefit retirement benefit plans, thst ©f providing benefits is determined using

the Projected Unit Credit Method, with actuaridlaadions being carried out at each balance sheet
date. Amount of actuarial gains and losses arggrésed in total amount in the period in which they
occur. Past service cost is recognised immedi&betlye extent that the benefits are already vested,
and otherwise is amortised on a straight-line bases the average period until the benefits become
vested.

The retirement benefit obligation recognised inltatance sheet represents the present value of
the defined benefit obligation as adjusted for aognised past service cost, and as reduced by
the fair value of plan assets, if any. Any assatltang from this calculation is limited to unrecoged
actuarial losses and past service cost, plus #mept value of available refunds and reductions in
future contributions to the plan.
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The Group has defined benefit plans for employé®$CEP and some of its subsidiaries.

Under the plans, the employees are entitled totiomeretirement benefits of 10% of final salary
for every year worked for the eligible companieshaf Group on attainment of a retirement age of
55 for women and 65 for men. Also post-retiremesrtddits are provided to these employees
amounting to RUR 500 (USD 0.02) per month dependimthe employee’s actual years of services
and qualifications.

Income tax

Income tax expense represents the sum of the teently payable and deferred tax. It is calculated
using tax rates that have been enacted or substhnginacted by the balance sheet date.

Current tax

Current tax currently payable is based on taxataétgor the year. Taxable profit differs from fito

as reported in the income statement because ildeglitems of income or expense that are taxable or
deductible in other years and it further excludess that are never taxable or deductible. The @&sou
liability for current tax is calculated using teates that have been enacted or substantively ehaicte
the balance sheet date.

Deferred tax

Deferred tax is recognised on differences betwhkercarrying amounts of assets and liabilities in
the financial statements and the correspondindpaars used in the computation of taxable profit,
and is accounted for using the balance sheetitiabilethod. Deferred tax liabilities are generally
recognised for all taxable temporary differences @@ferred tax assets are recognised to the extent
that it is probable that taxable profits will beadable against which deductible temporary diffeesn

can be utilised. Such assets and liabilities ateetmgnised if the temporary differences arisenfro
goodwill or from initial recognition (other than abusiness combination) of other assets anditiabil

in a transaction that affects neither the taxatitpor the accounting profit.

Deferred tax liabilities are recognised for taxatelmporary differences arising on investments in
subsidiaries and associates, except where the Gs@lge to control the reversal of the temporary
difference and it is probable that the temporaffedence will not reverse in the foreseeable future
Deferred tax assets arising from deductible tempatidferences associated with such investments
and interests are only recognised to the extenittiprobable that there will be sufficient téa
profits against which to utilise the benefits of temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is vweeat each balance sheet date and reduced to
the extent that it is no longer probable that sigfit taxable profits will be available to allow at part
of the asset to be recovered.

Deferred tax is calculated at the tax rates thaeapected to apply in the period when the liabikt
settled or the asset realised.

Deferred tax assets and liabilities are offset wihene is a legally enforceable right to set offrent
assets against current tax liabilities and whew tekate to income taxes levied by the same tamatio
authority and the Group intends to settle its aurtax assets and liabilities on a net basis.

Current and deferred taxes are recognised as angxpr income in the consolidated income statement
except when they relate to items credited or ddhiteectly to equity, in which case the tax is also
recognised directly in equity, or they arise frdm tnitial accounting for a business combination.
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In case of a business combination, the tax effet@tken into account in calculating goodwill or
determining the excess of the acquirer’s intereghé net fair value of the acquirer’s identifiable
assets, liabilities and contingent liabilities otee cost.

Property, plant and equipment

The Group has adopted IFRS for the first time eiffecl January 2005. The Group has elected to
utilise exemptions available for first-time adogtender IFRS 1 and has recorded property, plant and
equipment at fair value (deemed cost). The valoatwere performed by an independent appraiser as
of 1 January 2005. After that date the properignphnd equipment are stated at deemed cost less
accumulated depreciation and impairment losses.

Property, plant and equipment acquired through iaitopns of subsidiaries are recorded at fair value
on the date of the acquisition, as determined bn@ependent appraiser.

Additions to property, plant and equipment are réed at cost. Cost includes expenditure that is
directly attributable to the acquisition of thenite. Subsequent costs, including overhaul expenses,
are included in the asset’s carrying amount orgeised as a separate asset, as appropriate, oaly wh
it is probable that future economic benefits asgedi with the item will flow to the Group and thest

of the item can be measured reliably.

Capitalised cost includes major expenditures farovements and replacements that extend the useful
lives of the assets or increase their revenue géngrcapacity. Repairs and maintenance expenditure
that do not meet the foregoing criteria for cajstalon are charged to income statement as incurred

Depreciation is charged so as to write off the costaluation of assets, other than land and ptgper
under construction, over their estimated usef@djwsing the straight-line method. The estimated
useful lives, residual values and depreciation oetre reviewed at each year end, with the effect
of any changes in estimate accounted for on a pobise basis.

Number of years

Buildings and constructions 15-50 years
Machinery and equipment 8-20 years
Marine vessels 4-20 years
Aircraft 15 years
Vehicles 5 years
Office and other equipment 3 years

Properties in the course of construction for préidacrental or administrative purposes, or forgases
not yet determined, are carried at cost, less erggnised impairment loss. Cost includes, for adj
assets, borrowing costs capitalised in accordaiitbetie Group’s accounting policy. Depreciation of
these assets, on the same basis as other progsetg,aommences when the assets are put intdiopera

Construction in progress comprise costs directted to the construction of property, plant and
equipment including an appropriate allocation eéclly attributable variable overheads that ararireci

in construction as well as costs of purchase @ratksets that require installation or prepardtiotheir
use. Depreciation of these assets, on the sanedmfor other property assets, commences when
the assets are put into operation. Constructiqoragress is reviewed regularly to determine whether
its carrying value is fairly stated and whetherrappate provision for impairment is made.
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Assets held under finance leases are depreciatydimeir expected useful lives on the same basis as
owned assets or, where shorter, the term of tewast lease.

The gain or loss arising on the disposal or retenof an asset is determined as the difference
between the sales proceeds and the carrying arbthe asset and is recognised in profit or loss.

Mooring rights and other intangible assets

Intangible assets acquired separately are repatteost less accumulated amortisation and impairmen
losses. Amortisation is charged on a straightiiagis over their estimated useful lives. The esétha
useful life and amortisation method are reviewethatend of each annual reporting period, with

the effect of any changes in estimate being acealior on a prospective basis.

Mooring rights and other intangible assets acquimesibusiness combination are identified and
recognised separately from goodwill where theysfathe definition of an intangible asset and
their fair values can be measured reliably. Theé absuch intangible assets is their fair value at
the acquisition date

Subsequent to initial recognition, mooring rightsl @ther intangible assets acquired in a business
combination are reported at cost less accumulatextsation and impairment losses, on the same
basis as intangible assets acquired separately.

Amortisation of mooring rights and other intangibksets is charged to profit or loss. Amortisation
is charged on a straight-line basis over the estiinaseful lives of these assets (approximatelye2s).
The estimated useful life and amortisation methedreviewed at the end of each annual reporting
period, with the effect of any changes in estintai®g accounted for on a prospective basis.

Impairment of tangible and intangible assets excluicig goodwill

At each balance sheet date, the Group reviewsatingirng amounts of its tangible and intangible

assets to determine whether there is any indic#tianthose assets have suffered an impairment loss
If any such indication exists, the recoverable amiad the asset is estimated in order to determine
the extent of the impairment loss (if any). Wheiis not possible to estimate the recoverable amoun

of an individual asset, the Group estimates thewe@ble amount of the cash-generating unit to lvhic
the asset belongs.

Recoverable amount is the higher of fair value tesgs to sell and value in use. In assessing value
in use, the estimated future cash flows are digeabio their present value using a pre-tax discount
rate that reflects current market assessmentsdfrtte value of money and the risks specific to

the asset.

If the recoverable amount of an asset (or cashrgéng unit) is estimated to be less than its ¢éagy
amount, the carrying amount of the asset (cashrgng unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately infipar loss.

Where an impairment loss subsequently reversegattging amount of the asset (cash-generating
unit) is increased to the revised estimate ofet®verable amount, but so that the increased oarryi
amount does not exceed the carrying amount thalidw@ve been determined had no impairment loss
been recognised for the asset (cash-generatinginipitior years. A reversal of an impairment loss
is recognised immediately in profit or loss.
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Inventories

Inventories are stated at the lower of cost andaadisable value. Cost comprises direct materials
and, where applicable, direct labour costs andetlowerheads that have been incurred in bringing
the inventories to their present location and dimli Cost is calculated using the weighted average
method. Net realisable value represents the estihsatling price less all estimated costs of cotigple
and costs to be incurred in marketing, selling disttibution.

Financial assets

Investments are recognised and derecognised adeadate where the purchase or sale of an inveistmen
is under a contract whose terms require deliveth®investment within the timeframe established by
the market concerned, and are initially measuréairatalue, plus transaction costs, except fos¢ho
financial assets classified as at fair value thihgoigfit or loss, which are initially measured ait f/alue.

Financial assets are classified into the followgpgcified categories:

. Financial assets as at fair value through proflbes (“FVTPL");
. Held-to-maturity investments;

e Available-for-sale (“AFS”) financial assets; and

. Loans and receivables.

The classification depends on the nature and perpiothe financial assets and is determined dirtie
of initial recognition.

Effective interest method

The effective interest method is a method of catiud) the amortised cost of a financial asset and
of allocating interest income over the relevanigeerThe effective interest rate is the rate that
exactly discounts estimated future cash receiptaigh the expected life of the financial asset, or,
where appropriate, a shorter period.

Income is recognised on an effective interestlyasgs for debt instruments other than those fignci
assets designated as at FVTPL.

Financial assetsat FVTPL

Financial assets are classified as at FVTPL winerénancial asset is either held for trading @s it
designated as at FVTPL.

A financial asset is classified as held for trading

. It has been acquired principally for the purposeadfing in the near future; or

. It is a part of an identified portfolio of finanti@struments that the Group manages together
and has a recent actual pattern of short-termtptaking; or

. It is a derivative that is not designated and eifecas a hedging instrument.
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A financial asset other than a financial asset falttading may be designated as at FVTPL updiaini
recognition if:

. Such designation eliminates or significantly reduaemeasurement or recognition
inconsistency that would otherwise arise; or

*  The financial asset forms part of a group of finahassets or financial liabilities or both, which
is managed and its performance is evaluated oin @alae basis, in accordance with the Group’s
documented risk management or investment strategy/information about the grouping is
provided internally on that basis; or

. It forms part of a contract containing one or memgbedded derivatives, and IAS 39 permits
the entire combined contract (asset or liabilitype designated as at FVTPL.

Financial assets at FVTPL are stated at fair valith,any resultant gain or loss recognised inipoof
loss. The net gain or loss recognised in profibss incorporates any dividend or interest earmed o
the financial asset. Fair value is determined éennfanner described in note 32.

Held-to-maturity investments

Bills of exchange and debentures with fixed or aieigable payments and fixed maturity dates that
the Group has the positive intent and ability ttdio maturity are classified as held-to-maturity
investments. Held-to-maturity investments are réedrat amortised cost using the effective interest
method less impairment, with revenue recognisedroeffective yield basis.

AFSfinancial assets

Listed shares and listed redeemable notes helaeb@toup that are traded in an active market are
classified as being AFS and are stated at fairevddair value of AFS is determined as follows:

. The fair value of AFS financial assets with staddarms and conditions and traded on active
liquid markets are determined with reference totgdonarket prices; and

»  The fair value of other AFS financial assets aterieined in accordance with generally accepted
pricing model based on discounted cash flow amalysing prices from observable current
market transactions.

Gains and losses arising from changes in fair vataeecognised directly in equity in the investtaen
revaluation reserve with the exception of impairtieases, interest calculated using the effective
interest rate method and foreign exchange gainsoassds on monetary assets, which are recognised
directly in profit or loss. Where the investmentisposed of or is determined to be impaired,

the cumulative gain or loss previously recognisettheé investments revaluation reserve is included
in profit or loss for the period.

Dividends on AFS equity instruments are recognisqutofit or loss when the Group’s right to receive
payments is established.

The fair value of AFS monetary assets denominatedfereign currency is determined in that foreign
currency and translated at the spot rate at tlembalsheet date. The change in fair value attblaita

to translation differences that result from a clesimgamortised cost of the asset is recognisedbiit pr
loss, and other changes are recognised in equity.
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Loans and receivables

Trade receivables, loans, and other receivabléh#va fixed or determinable payments that are not
guoted in an active market are classified as laadseceivables. Loans and receivables are measured
at amortised cost using the effective interest peethss any impairment. Interest income is receghis
by applying the effective interest rate, exceptsfuort-term receivables when the recognition arist
would be immaterial.

Cash and cash equivalents

Cash and cash equivalents comprise cash balamstsdeposits and highly liquid investments with
maturities of three months or less, those are lgadnvertible to known amounts of cash and are
subject to an insignificant risk of changes in ealu

I mpairment of financial assets

Financial assets, other than those at FVTPL, aesaed for indicators of impairment at each balance
sheet date. Financial assets are impaired whenreithebjective evidence that, as a result of smeare
events that occurred after the initial recognitibthe financial asset, the estimated future clastsf

of the investment have been impacted. For finarmdaéts carried at amortised cost, the amount of
the impairment is the difference between the assatrying amount and the present value of estinate
future cash flows, discounted at the original difecinterest rate.

The carrying amount of the financial asset is reduzy the impairment loss directly for all finaricia
assets with the exception of trade receivablesevner carrying amount is reduced through the use of
an allowance account. When a trade receivabledsllectible, it is written off against the allowanc
account. Subsequent recoveries of amounts preyiauigten off are credited against the allowance
account. Changes in the carrying amount of thevalfime account are recognised in profit or loss.

With the exception of AFS equity instruments,rifai subsequent period, the amount of the impairment
loss decreases and the decrease can be relatetivebjeo an event occurring after the impairmenas
recognised, the previously recognised impairmes¥ is reversed through profit or loss to the exteat
the carrying amount of the investment at the dada@rpairment is reversed does not exceed what
the amortised cost would have been had the impairma been recognised.

In respect of AFS equity securities, any increadair value subsequent to an impairment loss is
recognised directly in equity.

Derecognition of financial assets

The Group derecognises a financial asset only whenontractual rights to the cash flows from

the asset expire; or it transfers the financiaéaaad substantially all the risks and rewards of
ownership of the asset to another entity. If theuprmeither transfers nor retains substantially all

the risks and rewards of ownership and continuesimdrol the transferred asset, the Group recognise
its retained interest in the asset and an assddiatglity for amounts it may have to pay. If tBeoup
retains substantially all the risks and rewardsvafiership of a transferred financial asset, theufsro
continues to recognise the financial asset andralsmnises a collateralised borrowing for

the proceeds received.
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Financial liabilities and equity instruments issuedby the Group
Classification as debt or equity

Debt and equity instruments are classified as efthancial liabilities or as equity in accordangith
the substance of the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidereessidual interest in the asset of an entity digaiy
all of its liabilities. Equity instruments issuey the Group are recorded at the proceeds received,
net of direct issue costs.

Financial guarantee contract liabilities

Financial guarantee contract liabilities are mezssimitially at their fair values and are subsediyen
measured at the higher of:

*  The amount of the obligation under the contractjetermined in accordance with
IAS 37 Provisions, Contingent Liabilities and Contingerssats and

. The amount initially recognised less, where appab@r cumulative amortisation recognised in
accordance with the revenue recognition policie®geabove.

Financial liabilities
Financial liabilities are classified into the foliog specified categories:

. Financial liabilities at FVTPL; and
. Other financial liabilities.

Financial liabilitiesat FVTPL

Financial liabilities are classified as at FVTPLes the financial liability is either held for tiag or it
is designated as at FVTPL.

A financial liability is classified as held for ttmg if:

. It has been incurred principally for the purposeegiurchasing in the near future; or

. It is a part of an identified portfolio of finanti@struments that the Group manages together
and has a recent actual pattern of short-termtptading; or

. It is a derivative that is not designated and eifecas a hedging instrument.

A financial liability other than a financial lialiiy held for trading may be designated as at FVTpan
initial recognition if:

. Such designation eliminates or significantly reduaemeasurement or recognition
inconsistency that would otherwise arise; or

. The financial liability forms part of a group ohfincial assets or financial liabilities or both,
which is managednd its performance is evaluated on a fair valgisb@n accordance with
the Group's documented risk management or investstiettegy, and information about the
grouping is provided internally on that basis; or

. It forms part of a contract containing one or memebedded derivatives, and IAS Bfancial
Instruments: Recognition and Measurenaimits the entire combined contract (asset bilitig
to be designated as at FVTPL.
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Financial liabilities at FVTPL are stated at faidwe, with any resultant gain or loss recognisqutdrfit
or loss. The net gain or loss recognised in poofibss incorporates any interest paid on the Gizn
liability. Fair value is determined in the mannescdribed in Note 32.

Other financial liabilities

Other financial liabilities, including loans andrbmwings, are initially measured at fair value,
net of transaction costs. Other financial lialdbtare subsequently measured at amortised cogt usin
the effective interest method, with interest expersognised on an effective yield basis.

Effective interest method

The effective interest method is a method of catig) the amortised cost of a financial liabilityda
of allocating interest expense over the relevanbgeThe effective interest rate is the rate thaictly
discounts estimated future cash payments throwgbxpected life of the financial liability, or, wiee
appropriate, a shorter period.

Derecognition of financial liabilities

The Group derecognises financial liabilities whamg only when, the Group’s obligations are
discharged, cancelled or they expire.

Provisions

Provisions are recognised when the Group has amresligation (legal or constructive) as a result
of a past event, and it is probable that the Greillbe required to settle that obligation, andehable
estimate can be made of the amount of the obligatio

The amount recognised as a provision is the béstae of the consideration required to settle
the present obligation at the balance sheet datimg into account the risks and uncertainties
surrounding the obligation. Where provision is nuead using the cash flows estimated to settle
the present obligation, its carrying amount isghesent value of those cash flows.

Dividends declared

Dividends paid to shareholders are determined &yottard of directors and declared and approved
at the annual shareholders’ meeting.

Dividends and related taxation thereon are recegnés a liability in the period in which they have
been declared and legally payable.

Accumulated profits distributable by the Group'sits are based on the amounts available for
distribution in accordance with the applicable $&gjion of the jurisdictions where each entity apes
and as reflected in the statutory financial stat@sief the individual entities of the Group based o
calendar reporting years (years ending 31 Decembkese amounts may differ significantly from
the amounts calculated on the basis of IFRSs.
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Taxation

The Group is subject to income tax and other te&iggificant judgement is required in determining
the provision for income tax and other taxes dub@aomplexity of the tax legislation of the Rassi
Federation where the Groups’ operations are pratigifocated. There are many transactions and
calculations for which the ultimate tax determioatis uncertain. The Group recognises liabilities
for anticipated tax audit issues based on estinwtdse whether additional taxes will be due.
Where the final tax outcome of these matters igidiht from the amounts that were initially
recorded, such differences will impact the amodrtaw and tax provisions in the period in which
such determination is made.

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF E STIMATION
UNCERTAINTY

In the process of applying the Group’s accountmigigs, management is required to make judgements,

estimates and assumptions about the carrying asotiassets and liabilities that are not readiyeagnt

from other sources. The estimates and associasedh@sions are based on historical experience and

other factors that are considered to be relevartud results may differ from these estimates.

The estimates and underlying assumptions are redi@n an ongoing basis. Revisions to accounting
estimates are recognised in the period in whiclestienate is revised if the revision affects ohigtt
period or in the period of the revision and futpegiods of the revision affects both current artdri
periods.

Key sources of estimation uncertainty

The following are the key assumptions concernirgftiture, and other key sources of estimation
uncertainty at the balance sheet date, that haignidicant risk of causing a material adjustment t
the carrying amounts of assets and liabilities withe next financial year.

Allowance for trade and other receivables

The allowance for trade and other receivables seth@n management's evaluation of the volume of

the receivables outstanding, past experience amergleeconomic conditions.

Useful lives of assets

The useful economic lives of the Group’s assetglatermined by management at the time the asset

is acquired and regularly reviewed for appropriagsn The Group defines useful lives of its asgets i
terms of the assets' expected utility to the Grdiygs judgment is based on the experience of tloeGr
with similar assets. In determining the useful bfean asset, the Group also follows technical @and/
commercial obsolescence arising on changes or weprents from a change in the market.

I mpairment of goodwill

Determining whether goodwill is impaired requiresestimation of the value in use of the cash-
generating units to which goodwill has been alledaf he value in use calculation requires theyentit
to estimate the future cash flows expected to &mse the cash-generating unit and a suitable disco
rate in order to calculate present value.
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I ncome tax

The Group is subject to income taxes in differansgictions on the territory of the Russian Fetiera
and abroad. Significant judgment is required iredatning the provision for income taxes. There are
many transactions and calculations for which tlienalte tax determination is uncertain. The Group
recognises liabilities for anticipated tax audsuss based on estimates of whether additional taxes
will be due. Where the final tax outcome of thes#tars is different from the amounts that were
initially recorded, such differences will impacetincome tax and deferred tax provisions in theger
in which such determination is made.

Deferred tax assets are reviewed at each balaret ghite and reduced to the extent that it is mgeio
probable that sufficient taxable profit will be dahble to allow all or part of the deferred taxetis® be
utilised. The estimation of that probability inceedjudgments based on the expected performance.
Various factors are considered to assess the ghiypabthe future utilisation of deferred tax ass,
including past operating results, operational péepiration of tax losses carried forward, and tax
planning strategies. If actual results differ frimat estimates or if these estimates must be adjurst
future periods, the financial position, result®pérations and cash flows may be negatively afflecte

Allowance for slow-moving inventory

Allowances for slow-moving inventories are madeegduce excess inventories to their estimated net
realizable values, as necessary. A change in cestdemand for inventory is the primary indicator
for reductions in inventory carrying values. The@® records inventory allowances based on historica
experiences with customers, the ability to utiliseentory in other programs, the ability to redisite
inventory back to the suppliers and current anddasted demand for the inventory.

5. SEGMENT INFORMATION

The Group has adopted IFR®®erating Segmentis advance of its effective date, with effect from
1 January 2007. IFRS 8 requires operating segrebtsidentified on the basis of internal reports
about components of the Group that are regulavigwed by the chief operating decision maker in
order to allocate resources to the segment arsbesa its performance. In contrast, the predecessor
Standard (IAS 1&egment Reportifgequired an entity to identify two sets of segteghusiness

and geographical), using a risks and rewards appy@dath the entity’s ‘system of internal financial
reporting to key management personnel’ serving aslthe starting point for the identification o€lu
segments. As a result, following the adoption ®338, the identification of the Group’s reportable
segments have been identified and presented.

Services from which reportable segments derive therevenues

In prior years, segment information reported exdalyrwas analysed on the basis of the types of
services provided by the Group’s operating divisiorhe Group operated in a single operating
segment, which is composed of the stevedoring @es\and other related services. The revenues
from the transhipping services constitute subsadiptall revenues. All significant assets, prodaoti
and management and administrative facilities acatkx in the city of Novorossiysk, the Russian
Federation.

However, information reported to the Group’s clupérating decision maker for the purposes of

resource allocation and assessment of segmentmparioe is more specifically focussed on the
category of stevedoring services provided.
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The Group’s reportable segments under IFRS 8 areftire as follows:

. Stevedoring services (liquid and bulk cargo trapginig services, including bunkering and
storage services);

. Fleet services; and
. Ship repair services.

Other Group operations mainly comprise passengasitr, other services provided at the Port and
resale of energy and utilities to external cust@anieither of these services constitutes a separate
business segment.

Information regarding the Group’s reportable segsian at 31 December 2007 and for the year then
ended is presented below. Comparative informasioat 81 December 2006 and for the year then ended
could not be reliably produced by the managemetiteotroup.

Adjustments

and
Stevedoring Fleet Ship repair Other eliminations  Consolidated

Segment revenue
Third parties 418,011 46,102 4,024 15,243 - 483,380
Inter-segments 19,775 103 335 12,361 (32,574) -
Total revenue 437,786 46,205 4,359 27,604 (32,574) 483,380
Segment results
Operating profit/(loss) 178,144 8,974 (2,640 (28,920 (985) 154,573
Unallocated
Investment income 1,061
Finance costs (44,793)
Foreign exchange gain 34,776
Other expenses, net (15,165)
Excess of Group’s intere

in net assets acquired

over consideration paid

on acquisition of

subsidiaries 2,956
Profit before tax 133,408
Income tax expense (39,734)
Profit for the year 93,674
Segment assets
Inter-segment assets 32,900 20,088 2 2,832 (55,822) -
Other segment assets 1,573,162 21,147 10,488 30,941 (199,132) 1,436,606
Total assets 1,606,062 41,235 10,490 33,773 (254,954) 1,436,606
Segment liabilities
Inter-segment liabilities 52,819 227 1,108 1,668 (55,822) -
Other segment liabilities 648,878 2,204 4,061 2,394 8,957 666,494
Total liabilities 701,697 2,431 5,169 4,062 (46,865) 666,494
Other segment

information
Depreciation and

amortisation 46,325 554 891 1,944 - 49,714
Capital expenditures 115,259 787 552 216 - 116,814
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Geographical information

The most of the Group entities operate in one grahgeographical area - the Eastern sector of
the Black Sea in Tsemesskaya bay. The Novoros€§iggital and NR Air, registered on the territory
of the Luxemburg and Cayman Islands respectivayyat constitute separate segments due to
insignificant amount of operations. The Group’semrgwe from external customers (location of
the external customers) by geographical locatiatetailed below:

Year ended
31 December
2007
Revenue
Export 344,833
Russian Federation 138,547
Total 483,380
6. REVENUE
Year ended Year ended
31 December 31 December
2007 2006
Stevedoring services 418,011 244,746
Fleet services 46,102 22,369
Ship repair services 4,024 4,032
Vessel rent - 2,742
Other 15,243 3,388
Total 483,38C 277,277
7. COST OF SERVICES
Year ended Year ended
31 December 31 December
2007 2006
Fuel 90,390 20,857
Payroll 56,383 42,406
Depreciation and amortisation 44,058 36,590
Repairs and maintenance 14,669 12,566
Unified social tax 10,845 7,917
Insurance 10,549 18,093
Raw materials 7,994 9,142
Subcontractors 7,758 2,467
Rent 5,535 10,027
Energy and utilities 1,124 5,725
Other 6,404 7,107
Total 255,70¢ 172,897
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8.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Year ended Year ended
31 December 31 December
2007 2006
Payroll 25,846 10,491
Depreciation and amortisation 5,656 2,046
Taxes other than income tax 7,466 6,752
Professional services 5,979 2,379
Charity 4,375 3,374
Unified social tax 2,826 1,066
Rent 2,276 261
Security services 2,166 1,657
Bank charges 2,140 990
Repairs and maintenance 1,775 358
Raw materials 1,657 94
Travel and representation expenses 1,586 461
Change in allowance for slow-moving inventory aodlatful receivable 1,420 413
Communication expenses 782 88
Other 7,148 3,549
Total 73,098 33,979

Certain reclassifications of prior year amountsehagen made to conform with the current year

presentation.

INVESTMENT INCOME

Interest income on deposits
Discount of long-term debt
Coupon income

Other

Total

Year ended Year ended
31 December 31 December
2007 2006
1,025 4,117
- 371
27 54
9 -
1,061 4,542
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10. FINANCE COSTS

Interest on borrowings
Loss on early extinguishment of debts
Other

Total

11. OTHER EXPENSES, NET

Loss on disposal of property, plant and equipment
Gain on disposal of shares of Investsberbank ai®l PF

Other

Total

Year ended Year ended
31 December 31 December
2007 2006
36,532 22,666
6,025 -
2,236 37
44,793 22,703
Year ended Year ended
31 December 31 December
2007 2006
13,471 3,931
- (740)
1,694 387
15,165 3,578

Certain reclassifications of prior year amountsenbgen made to conform with the current year

presentation.

12. INCOME TAX

Current tax expense
Deferred tax benefit

Total

Russian income tax is calculated at 24% of thenestid assessable profit for the year based on stand

alone accounts.
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Year ended Year ended
31 December 31 December
2007 2006

Profit before tax 133,408 57,736
Tax at the statutory rate of 24% 32,018 13,857
Charity 1,050 810
Loss on disposals of property, plant and equipment 1,052 -
Compensations to employees 792 719
Effect of other expenses that are not deductibtfeiarmining taxable prc 4,822 2,592
Release of deferred tax on subsidiary acquisitions - (4,331)
Total 39,734 13,647

The movement in the Group’s deferred taxation posivas as follows:

31 December

31 December

2007 2006
Net deferred tax liability 67,672 41,274
Deferred tax benefit (2,228 (5,065)
Deferred tax liability acquired on acquisition obsidiaries 2,905 26,905
Deferred tax asset disposed of sale of subsidiaries 860 -
Effect of translation into presentation currency 5,017 4,558
Net deferred tax liability 74,226 67,672

Deferred taxation is attributable to the tempoudifferences that exist between the carrying amounts
of assets and liabilities for financial reportingrposes and the amounts used for tax purposes.
The tax effects of temporary differences that gise to deferred taxation are presented below:

31 December

31 December

2007 2006

Deferred tax assets

Allowance for doubtful receivables 577 27

Allowance for slow-moving inventories 975 351

Investment valuation 831 1,674

Vacation accruals 695 715

Loss carry forward - 1,312
Total 3,078 4,079
Deferred tax liabilities

Difference in depreciable value of property, plantl equipment 72,655 66,226

Mooring rights 3,254 3,260

Long-term debt 199 1,174

Other adjustments 1,196 316
Less: valuation allowance - 775
Total 77,304 71,751
Net deferred tax liability 74,226 67,672

Certain reclassifications of prior year amountsehagen made to conform with the current year

presentation.
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13. DIVIDENDS AND DISTRIBUTIONS

Dividends declared in 2007 and 2006 were 11,2951a®P4, respectively. The total amounts of
dividends paid during 2007 and 2006 were 11,5841én205, respectively. Also, in 2007

the Company has paid for certain expenses of sbiaesis. This was recorded as a distribution to
shareholders in amount of 489.

14. EARNINGS PER SHARE

Basic and diluted earnings per share for 2007 &é have been calculated on the basis of the net
profit for the year and the weighted average nunobeommon shares in issue during the year,
which excludes treasury stock.

The calculation of basic and fully diluted earnimgs share is based on the following information:

Year ended Year ended
31 December 31 December
2007 2006
Profit attributed to shareholders of the parent gany 93,713 44,469
Weighted average number of shares during the year 19,196,480,58 19,124,483,167
Basic and diluted earnings per share (US Dollars) 0.0048 0.0023
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15. PROPERTY, PLANT AND EQUIPMENT

Buildings and  Machinery and Office and other Construction in

Cost Land constructions equipment Marine vessels Aircraft Vehicles eguipment progress Total
1 January 2006 - 146,311 119,591 66,765 - 3,882 18,442 6,044 361,035
Acquisition of subsidiaries 8,411 72,907 47,017 3,786 24,418 3,950 16,676 56,203 233,368
Additions 21 17,422 14,112 876 409 614 28,843 48,237 110,534
Disposals - (1,929 (2,343 (1,079 - (418 (1,196 - (6,965)
Effect of translation into

presentation currency - 13,558 11,059 6,180 - 348 1,678 563 33,386
31 December 2006 8,432 248,269 189,436 76,528 24,827 8,376 64,443 111,047 731,358
Reclassification (1,835 (23,315 26,448 (146 - 7,452 (8,604 - -
Reclassified at 31 December 2006 6,597 224,954 215,884 76,382 24,827 15,828 55,839 111,047 731,358
Additions - 4,394 7,997 - - 3,959 2,368 98,096 116,814
Acquired on acquisition of subsidiaries 13,139 - - - - 6 3 506 13,654
Transfer - 30,214 7,085 - - 465 446 (38,210 -
Disposals - (10,189 (1,362 (3,282 - (771 (542 (26,020 (42,166)
Disposal of subsidiary - - - - - - (735, - (735)
Effect of translation into

presentation currency 1,034 17,384 16,277 5,416 1,805 1,306 4,186 9,022 56,430
31 December 2007 20,770 266,757 245,881 78,516 26,632 20,793 61,565 154,441 875,355
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Office and
Buildings and  Machinery and other Construction in

Accumulated depreciation Land constructions equipment Marine vessels Aircraft Vehicles equipment progress Total
1 January 2006 - (4,029 (16,012 (4,176 - (415) (2,060 - (26,692)
Depreciation charge - (7,847 (19,357 (4,807 (801 (765 (4,551 (38,128)
Disposals - 75 482 348 - 91 323 1,319
Effect of translation into presentation

currency - (629 (2,108 (535 27 (61, (331 (3,691)
31 December 2006 - (12,430 (36,995 (9,170 (828 (1,150 (6,619 (67,192)
Reclassification - 1,493 (449 47 - (1,213 122 -
Reclassified at 31 December 2006 - (10,937 (37,444 (9,123 (828 (2,363 (6,497 (67,192)
Charge for the year - (12,237 (21,723 (4,975 (1,704 (2,689 (5,186 (48,514)
Disposals - 489 582 818 - 89 108 2,086
Acquired on acquisition of subsidiaries - - - - - - - -
Disposal of subsidiary - - - - - - 247 247
Effect of translation into presentation

currency - (1,291) (3,227) (839) (131) (281) (762) (6,531)
At 31 December 2007 - (23,976 (61,812 (14,119 (2,663 (5,244 (12,090 (119,904)
Carrying value
At 31 December 2006 6,597 214,017 178,44C 67,259 23,999 13,465 49,342 664,166
At 31 December 2007 20,770 242,781 184,068 64,397 23,969 15,549 49,475 755,451

As of 31 December 2007 construction in progreskiited 18,834 (2006: 28,981) of advances paid fop@rty, plant and equipment. Property, plant andpgment with carrying value
of 35,111 (2006: 120,932) were pledged to secun& baerdrafts and loans granted to the Group (I28)e The carrying value of machinery and equipnueater a finance lease at
31 December 2007 and 2006 amounted to 1,567 and@g&ectively. The total amount of capitalise@riast expenses for the year ended 31 Decembera2@0Z006 amounted to

6,211 and 2,118, respectively.

Certain reclassifications of prior year amountsehiaeen made to conform with the current year ptaten.
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16. GOODWILL

Cost
At 1 January 2006 -

Additional amounts recognised from business contlzing 442,393
Effect of translation into presentation currency 14,463
At 31 December 2006 456,856
Effect of translation into presentation currency 33,221
At 31 December 2007 490,077

Carrying amount
31 December 2006 456,856
31 December 2007 490,077

Allocation of goodwill on cash generating unitscéi81 December 2007 was as follows:

Grain Terminal 193,448
Timber Export 156,114
Fleet 88,150
IPP 33,649
Shipyard 15,234
Baltic Stevedore 3,482
Total 490,077

17. MOORING RIGHTS AND OTHER INTANGIBLE ASSETS

Cost
Balance as of 1 January 2006 857
Amounts of mooring rights recognised from busingssbinations:
Fleet 664
Shipyard 5,252
Timber Export 7,591
Software and other additions 232
Effect of translation into foreign currency 529
Balance as of 31 December 2006 15,125
Software and other additions 787
Effect of translation into foreign currency 1,325
Balance as of 31 December 2007 17,237
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Accumulated amortisation and impairment

Balance as of 1 January 2006 368

Amortisation charge (508)
Effect of translation into foreign currency (54)
Balance as of 31 December 2006 (930)
Amortisation charge (1,200)
Effect of translation into foreign currency (271)
Balance as of 31 December 2007 (2,401)
Carrying value as of 31 December 2006 14,195
Carrying value as of 31 December 2007 14,836

Mooring rights represent mainly the rights undergiderm leases from the State of hydrotechnical
infrastructure (e.g. berths and piers).

18. INVESTMENTS IN SECURITIES AND OTHER FINANCIAL ASSET S

31 December 31 December
2007 2006

Current
Financial assets carried at amortised cost
Promissory notes 3,259 380
Investenergo loan (Note 29) - 21,285
Vnesheconombank bonds (“Min-fin bonds” or “OVGVZ") - 1,805
Other 740 -
Total current 3,999 23,470
Non-current
Available-for-sale investments (unquoted)
Office centre Pokrovsky 8,250 7,691
City Park 5,500 5,129
Financial assets carried at amortised cost
Deposits 1,426 -
Loans issued 687 83
Total non-current 15,863 12,903

During the year ended 31 December 2007 Investerextijmguished two non-interest bearing
short-term loans amounting 21,285.

Promissory notes consist of Sberbank promissorgsnatmounted to 3,259 with maturity on demand
and interest rate 7.5%.
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The fair value of investments in shares of unlistechpanies OJSC City Park and OJSC Office Centre
Pokrovsky cannot be measured reliably. Managemaigves that based on internal analysis there
were no indicators of impairment loss and the obghese investments is the most appropriate basis
to carry those assets at the balance sheet date.

All shares of OJSC City Park owned by the Groupcilaire carried at cost (amounting to 5,500 as of
31 December 2007) are pledged as security for atimigs under loan agreement between OJSC City
Park and OTP Bank Plc.

Term deposits consist of Sberbank deposit amountégi26 with maturity 29 December 2009 and

interest rate 6.5%.

19. INVENTORIES

31 December

31 December

2007 2006
Raw materials and low value items 9,451 7,088
Fuel 877 1,084
Goods for resale 1,257 913
Other 143 151
Less: allowance for slow-moving inventories (3,853 (2,655)
Total 7,875 6,581

20. TRADE AND OTHER RECEIVABLES

31 December 31 December

2007 2006
VAT recoverable 26,997 24,480
Trade accounts receivable (RUR) 12,068 6,484
Trade accounts receivable (USD) 11,197 13,348
Other taxes receivable 9,983 13,320
Advances to suppliers 3,468 4,555
Other receivables and prepayments 10,075 5,504
Less: allowance for doubtful receivables (2,604 (2,536)
Total 71,184 65,155

The average credit period for the Group’s custon®e?s days. During this period no interest is
charged on the outstanding balances. Thereafterest may be charged at 3% rate per month on
the outstanding balance. The Group has providégfhui all receivables over 365 days because
historical experience is such that receivablesdt@past due beyond 365 days are generally not
recoverable. Trade receivables and other receiwdlgieveen 25 and 365 days are provided for based
on estimated irrecoverable amounts, determine@feyance to past experience and are regularly
reassessed based on the facts and circumstansesgeas of each reporting date.
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Before accepting any new customer, the Group us@gernal credit system to assess the potential
customer’s credit quality. Of the trade receivatilakance at the end of the year, the Group’s five
largest customers (individually exceed 3% of thaltbalance) represent 77% (2006: 49%) from
the outstanding balance.

The summary below shows the outstanding balancegpdfve counterparties at the respective
balance sheet dates:

31 December 31 December
Customer location 2007 2006

Axial Marine Services LTD Limassol, Cyprus 9,287 8,240
OO0 Chernomorskaya Buksirnaya Company Novorossiygksia 5,486 -
OOO Morservis group Novorossiysk, Russia 1,623 1,086
OOO Trans Oil Service Novorossiysk, Russia 744 -
00O Ruskon Novorossiysk, Russia 703 403
Total 17,843 9,729

Included in the Group’s receivable balance areadshtith a carrying amount of 6,451 (2006: 5,499)
which are past due at the respective reporting atadewhich the Group still considers recoverable
(i.e. but not impaired). The Group does not hold ewilateral over these outstanding balances.
The weighted average age of these receivablessghan 45 days (2006: 45 days). No credit limits
are set for the customers.

Movement in allowance for doubtful trade and otteeeivables:

31 December 31 December
2007 2006
Balance at the beginning of the year 2,536 1,074
Acquisitions through business combinations - 1,321
Recognised in the income statement 2,797 1,155
Amounts written-off as uncollected (968) (9)
Amount recovered during the year (1,974) (1,148)
Effect of translation into presentation currency 213 143
Balance at the end of the year 2,604 2,536

Included in the allowance for doubtful debt areiiitlially impaired receivables with outstanding
balances of 2,051 (2006: 1,048) which have beeredlander liquidation. The Group does not hold
any collateral over these outstanding balances.
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Ageing of impaired trade and other receivables:

31 December 31 December
2007 2006

less than 45 days 62 397
45-90 days 6 -
90-180 days 481 172
180-360 days 4 919
Thereafter 2,051 1,048
Total 2,604 2,536

Certain reclassifications of prior year amountsehlbgen made to conform with the current year
presentation.

21. CASH AND CASH EQUIVALENTS

31 December 31 December

2007 2006
Current accounts in RUR 20,032 21,264
Current accounts in USD 2,836 14,739
Bank deposits 43,790 1,029
Cash in hand 2 5
Total 66,660 37,037

Bank deposits at 31 December 2007 mainly reprefgasits with Investsberbank and Vneshtorgbank
with 5% - 7% interest that mature before 31 Margbg&

Current accounts in USD as of 31 December 200Bardecember 2006 included 1,160 and 5,800 of
cash to guarantee a letter of credit respectivdig. letter of credit is opened with Open Joint Btoc
Company Commercial Savings Bank of the Russianrg#éde (“Sberbank”), a related party, according
to the agreement dated 30 June 2006 with Shanghéiia Port Machinery Co. Ltd for purchase and
construction of transhipment equipment. The letferedit matures on 31 January 2008.

22. SHARE CAPITAL

The share capital of the Group consists of 19,2840 shares authorised, issued and outstanding
with a par value of 0.000375 USD. Authorised sltaygital at par is 7,846.

At 31 December 2007, the outstanding share cagfidle Group was 10,471 (2006: 10,366).
During 2007, the Group repurchased its own shdraerainal value of 10.

On 8 November 2007, the Group was admitted toistiad on LSE with the Offering of
3,375,156,114 Ordinary Shares of NCSP in form &fr&& and Global Depository Receipts.
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23. DEBT
Interest Maturity 31 December 31 December
Rate Date 2007 2006

Long-term
Unsecured bank loans (USD)
Loan participation notes 7% May 2012 294,741 -
IMB + Bank Austria Creditanstalt LIBOR + 1.6% July 2010 117,21¢ -
Secured bank loans
Sberbank (USD) 8.2% August 2011 40,335 21,903
Sherbank (USD) 8.2% November 201! 17,804 17,400
Sberbank (USD) 8.2% June 2010 9,268 13,924
Sherbank (USD) 8.2% September 201 7,800 2,076
Sherbank (USD) 8.0% March 2010 6,350 -
Sberbank (USD) 8.2% December 201. 3,624 4,300
Sberbank (USD) 8.2% July 2011 3,043 7,173
Sherbank (USD) 8.0% December 200! 2,520 5,040
IMB (USD) 8.95% September 201 2,365 3,025
Sherbank (USD) 8.2% August 2011 1,700 1,700
Sherbank (USD) 8.2% December 201 1,420 1,685
Sherbank (USD) 8.8% June 2009 - 388,000
Loans from related parties 0.1%-6% 2008-2012 - 14,146
Other - 1,925
Total long-term 508,18¢ 482,297
Short-term
Current portion of long-term loan: 29,650 57,551
Loans from related parties - 2,094
Other - 227
Current portion of finance lease

liability 776 528
Total short-term 30,426 60,400
Total debt 538,61F 542,697

On 17 May 2007, the Group, through a newly formekolidated special purpose entity,
Novorossiysk Port Capital S.A., issued 7% loanigggtion notes due 2012 (the “Loan Participation
Notes”) in an aggregate principal amount of US 3dillion. The Group applied the proceeds of
the Loan Participation Notes to repay a portiothefoutstanding principal amount of the Sberbaak.lo

Interest on the Loan Participation Notes is payablai-annually on 17 November and 17 May of each
year, commencing on 17 May 2012. The Loan Participdotes are subject to provisions, including
representations and warranties, covenants, undleggknd events of default, including change of
control, negative pledge and cross-default prousi&iolation of the change of control provisions
can result in the Group being required to repayLtten Participation Notes at 101% of par value.

In July 2007, the Group entered into an agreenwerd 118,000 syndicated term loan facility

(the “Facility”) provided by CJSC International Mmsv Bank and Bank Austria Creditanstalt AG.
The Group drew down the Facility in full on 19 J@§07, and used the proceeds to repay a portion
of the outstanding principal amount of the loanemtie Sberbank loan.
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The Facility is unsecured. The outstanding prinicgmaount must be repaid in full at final maturity,

17 July 2010, and may be prepaid in whole or it parl0 business days’ notice in 5.0 thousand
increments above a minimum prepayment of 10.0 gnodisAmounts prepaid or repaid under the
Facility may not be reborrowed. The Facility beatsrest at a rate of one month US dollar LIBOR
plus 1.60% (declining to 1.40%, if the Group obsa@nrating of Baa3 (or the equivalent) by Moody’s
(or an equivalent rating agency), and principabsepents and accrued interest are payable monthly.

The Group is subject to certain financial covenamessured which are to be computed as defined in
the Facility agreement with amounts in the GroupRS audited consolidated financial statements,
including:

() The ratio of consolidated indebtedness to EBITDA mat exceed 3.5;
(i) The Group’s tangible net worth ratio must be asi@8%; and
(i) The minimum credit rating attributed to the GroypNboody’s must not be lower than Ba3.

The Sberbank Loan was repaid in full from the peolseof the Loan Participation Notes and Facility,
the proceeds of the Facility and our own funds, thedoan agreement was terminated in July 2007.

The part of Group’s debt is secured by properignpand equipment. At 31 December 2007 and
31 December 2006, property, plant and equipmentt avitarrying value of 35,111 and 120,932,
respectively, were pledged to secure bank oveslaalt loans granted to the Group.

The Group borrowings are repayable as follows:

31 December 31 December
2007 2006

Due within three months 11,600 7,869
Due from three to six months 8,740 14,082
Due from six months to twelve months 10,086 38,449
30,426 60,400

Due in 2009 and 2010 years 213,83E 445,522
Due in 2011 and 2013 years 294,354 36,775
Total 538,61% 542,697

As of 31 December 2007, the average effective kongrate was 7.26%. Most of interest rates are
fixed at the contract date, and thus expose thegaimfair value interest rate risk. All leases @me
a fixed repayment basis and no arrangements haredrgered into for contingent rental payments.

Certain reclassifications of prior year amountsehla@en made to conform with the current year
presentation.
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24. EMPLOYEE BENEFITS
Unfunded defined benefit plan
The most recent actuarial valuation of the defibedefit obligation was carried out as at
31 December 2007. The present value of the defieedfit obligation, the related current service

cost and past service cost were measured usimydfected unit credit method.

The principal assumptions used for the purposeéiseoactuarial valuations were as follows:

Valuation at
31 December 31 December
2007 2006
Discount rate 8.65% 7.62%
Expected annual rate of salary increase 6% 5%
Employees turnover per annum 7% 7%
Average residual period of work 8 years 8 years

Amounts recognised in profit or loss in respedhele defined benefit plans are as follows:

Year ended Year ended
31 December 31 December
2007 2006
Current service cost 238 86
Interest on obligation 634 342
Actuarial losses/(gains) recognised during the year 580 (145)
Past service cost 284 267
Total 1,736 550

The charge for the year has been included in dasdles.

The amount included in the balance sheet arisimg the entity’s obligation in respect of its define
benefit plans is as follows:

31 December 31 December
2007 2006
Present value of defined benefit obligation 9,658 8,103
Past service cost not yet recognised (1,477 (1,652)
Net liability arising from defined benefit obligation 8,181 6,451
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25.

Movements in the present value of the defined lienigligations in the current period were as folsow

Year ended Year ended
31 December 31 December
2007 2006
Balance as of 1 January 6,451 2,508
Current service cost 238 86
Interest on obligation 634 342
Actuarial loses/(gains) recognised during the year 580 (145)
Past service cost 283 267
Liabilities assumed in a business combination - 3,278
Benefits paid (525 (236)
Effect of translation to presentation currency 520 351
Balance as of 31 December 8,181 6,451

Defined contribution plans

Payments to the Russian Federation State Pensimhdfoounted to 13,671 and 8,983 for the year

ended 31 December 2007 and 2006, respectively.

TRADE PAYABLES

31 December

31 December

2007 2006
Trade payables (RUR) 16,604 7,086
Trade payables (USD) 877 -
Total 17,481 7,086

The average credit period on purchase of majofitgventories (e.g. fuel) and substantial portion
of services (e.g. utility) on the territory of tReissian Federation is 17 days. No interest change o
the outstanding balance for trade and other pagahléng credit period. Thereafter, interest may

be charged at 9% per month on the unsettled balance

The table below summarises the maturity profiléhef Group’s trade payables and payables for
property, plant and equipment as at 31 December 26 2006 based on contractual undiscounted

payments:

31 December 31 December

2007 2006

Past due 4,974 1,905
Due within three months 10,510 4,534
Due from three to six months 1,968 197
Due from six months to twelve months 149 29
Due in next financial year 2,500 428
Total 20,101 7,093
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26.

27.

OTHER PAYABLES AND ACCRUALS

Advances received from customers

Payroll accruals

Taxes payable

Payables for property, plant and equipment
Dividends payable

Other accounts payable and accruals

Total

31 December

31 December

2007 2006
9,053 3,293
6,324 5,966
5,240 3,725
2,620 523

402 644
1,274 4,584
24,913 18,735

Certain reclassifications of prior year amountsehagen made to conform with the current year

presentation.

CASH FLOW FROM OPERATING ACTIVITIES

Profit for the year
Adjustments for:

Depreciation and amortisation

Interest expense

Excess of Group’s interest in net assets acquired ov
consideration paid on acquisition of subsidiaries

Discount amortisation

Change in allowance for doubtful receivables

Change in allowance for slow-moving inventories

Loss on disposal of property, plant and equipment

Share of profit of associates

Gain on disposal of shares

Finance lease charge

Income tax

Foreign exchange gain

Change in retirement benefit obligation

Interest income

Loss on early extinguishment of debts

Working capital changes:

(Increase)/ decrease in inventories
(Increase)/ decrease in trade and other receiwable
Decrease in long-term VAT receivables

Increase/(decrease) in trade and other payableacandals

Cash flow from operating activities

Year ended Year ended
31 December 31 December
2007 2006
93,674 44,089
49,714 38,636
36,532 22,666
(2,956 (618)
1,595 (371)
823 7
597 406
13,471 3,931
- (3,065)
- (740)
293 37
39,734 13,647
(34,776 (5,391)
1,736 550
(1,689 -
6,025 -
(2,825 252
(6,638 12,563
10,464 (702)
22,939 (2,719)
228,712 123,178

Certain reclassifications of prior year amountsehla@en made to conform with the current year

presentation.
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28. ACQUISITION AND DISPOSAL OF SUBSIDIARIES

On 28 June 2007, the Group acquired 100% of taregtapital of OJSC NPK Zarubezhneft
(“Zarubezhneft”). Details of acquisition are below

Fair value of
net assets of
the subsidiary

acquired

Property, plant and equipment 13,654
Trade and other receivables 184
Inventory 370
Cash and cash equivalents 2
Debt (1,395)
Other payables and accruals (289)
Deferred tax (2,905)
Net assets 9,621
Excess of Group’s interest in net assets acquired aansideration paid on

acquisition of subsidiaries (2,956)
Purchase price 6,665
Settled in cash (6,665)
Cash acquired with the net assets of subsidiaries 2
Net cash outflow on acquisition (6,663)

The net assets of the purchased subsidiary wejecsub an independent appraisers’ valuation.
Adjustments were made for the differences betwieertarrying amount and the fair value of assets,
liabilities and contingent liabilities of the acoedl subsidiary.

Prior to acquisition, the acquired entity did noéare financial statements in accordance with IFRS
Hence it was not practicable to determine the aagrgmounts of the acquired assets, liabilities and
contingent liabilities in accordance with IFRS indiaely before the acquisition, and such informatio
is not presented in the consolidated financiakstants of the Group.

During May 2007, the Group acquired additional #%60of interest in Shipyard and 0.01% of
interest in Grain Terminal for a cash consideratib25,131, increasing its ownership to 65.07% and
100%, respectively. The carrying value of Shipyamnd Grain Terminal net assets in the consolidated
financial statements on the date of acquisitioadifitional interests was 37,710. As a result of thi
transaction, the Group recognised a decrease gsBets attributable to minority interest in theoam

of 5,636. Excess of consideration paid over theu@ioshare in net assets acquired in the amount of
19,495 was recognised in the statement of chamgeguity as a decrease of retained earnings.

During 2007, the Group sold its 59.98% of PJSC aR&50% of LLC Kuban Security Service

for 115. Management of the Group considers netadgposed in this transaction as not significant
for a separate disclosure in the consolidated Gigustatements of the Group.
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29. RELATED PARTY TRANSACTIONS

Related parties are considered to include the ateroontrolling parties, affiliates and entities

under common ownership and control with the Grdupe Company, its subsidiaries and associates,
in the ordinary course of their business, enter warious sales, purchases and service transactions
with related parties. Details of transactions betw#he Group and other related parties are distlose

below.

As of the date of approval of these consolidatedrfcial statements of the Group the ultimate
beneficiaries of the Group were members of thelfagdf Mr. Ponomarenko and Mr. Scorobogatko.
A 20% share of the Group is owned by the Federangg on Federal Property Management

as of the date of approval of these consolidateahfiial statements.

Significant balances and transactions with statgrobled entities are considered transactions with
related parties and are disclosed below. The tctioss with these state-controlled entities are
primarily the purchase and sales of services.

Material balances with related parties were agvait

31 December

31 December

2007 2006

Loansfrom related parties
Long-term
Sherbank 123,01¢ 463,201
Entities under common contrl - 4,702
Other related parties - 9,444

123,01¢ 477,347
Short-term
Entities under common contr8l - 680
Sherbank - 57,318
Other related parties - 1,359

- 59,357

Short-term loansto related parties
Entities under common contr8l - 21,285
Other related parties 274 -
Promissory notes
Sherbank 3,259 -
Short-term deposits
Sherbank 1,426 -
Cash and cash equivalents
Sberbank 12,779 17,128

(a) Entities owned by the members of the familiesln Ponomarenko and Mr. Scorobogatko, who arienaite

beneficiaries of the Group.
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30.

Material transactions with related parties weréodews:

Year ended Year ended
31 December 31 December
2007 2007

Sales
Military divisions 2,340 4,340
Russian Railways 868 416
Transneft 3,800 7,542

7,008 12,298

Other related parties represent affiliates of tlienate beneficiaries. Interest expense on loams fr
related parties during 2007 and 2006 amounted 8925and 21,080, respectively.

Compensation of key management personnel

For the year ended 31 December 2007 and 2006eitmeneration of the directors and other members
of key management was 3,926 and 1,006, respectively

The remuneration of directors and key executiveletermined by the Board of Directors having
regard to the performance of individuals and matiestds.

COMMITMENTS AND CONTINGENCIES
Litigation

The Group has a large number of small claims digdtions relating to its operating activities.
Management does not believe that any of these slamdividually or in aggregate, will have
a material adverse impact on the Group.

On 24 November 2006, the Russian Federal Agend@®roperty management applied to the court
to impose a penalty on Timber Export. The penatjudes rent payment of 699 and penalty fees
of 503 for the period from 1 January 2006 throufjiNdvember 2006. Timber Export considers
the rent amount to be inappropriately high andiegdpb the court to oblige the Russian Federal
Agency on Property management to recalculate @nnpnts. The court will hear the case upon
definition of market value of rented land.

Taxation contingencies in the Russian Federation

The government of the Russian Federation has cogedenrevision of the Russian tax system and
passed certain laws implementing tax reform. The lag/s reduce the number of taxes and overall tax
burden on businesses and simplify tax legislatitowever, these new tax laws continue to rely hgavil
on the interpretation of local tax officials andl ta address many existing problems. Many issues
associated with practical implication of new legigln are unclear and complicate the Group’s tax
planning and related business decisions.

In terms of Russian tax legislation, authoritiegéha period of up to three years to re-open tax

declarations for further inspection. Changes intéxesystem that may be applied retrospectively
by authorities could affect the Group’s previousljpmitted and assessed tax declarations.
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While management believes that it has adequateljged for tax liabilities based on its interpratat

of current and previous legislation, the risk remsahat the tax authorities in the Russian Federati
could take differing positions with regard to ingeztative issues. This uncertainty may expose

the Group to additional taxation, fines and peaalthat could be significant. Management estimates
total unprovided amount of possible tax risks t@pproximately 752.

Environmental matters

The Group is subject to extensive federal and lenglronmental controls and regulations.

The Group’s management believes that the Groupatipes are in compliance with all current existing
environmental legislation in the Russian Federatitmwever, environmental laws and regulations
continue to evolve. The Group is unable to preiiiettiming or extent to which those laws and
regulations may change, or the cost thereby.

Russian Federation risk

As an emerging market, the Russian Federation woiggossess a fully developed business and
regulatory infrastructure including stable bankamgl judicial systems, which would generally exist i

a more mature market economy. The economy of tlssiBu Federation is characterised by a currency
that is not freely convertible outside of the caynturrency controls, low liquidity levels for dednd
equity markets, and continuing inflation. As a teaperations in the Russian Federation involsksi
that are not typically associated with those ineragveloped markets.

Stability and success of Russian economy and thapZ business mainly depends on the effectiveness
of economic measures undertaken by the governrsemelhas the development of legal and political
systems.

Insurance

As of 31 December 2007, the Group has insurancerage in respect of potential damage of its major
facilities. The Group does not have any businegsrimption insurance or any third party liability
insurance in respect of environmental damage. th&ilGroup obtains comprehensive insurance
coverage exceeding the book value of property t glad equipment, there is a risk that the loss or
destruction of certain assets could have a matediatrse effect on the Group’s operations and
financial position.

Operating lease arrangements

Operating lease arrangements relate to the ledaasdfand mooring installations from the Russian
State. These arrangements have lease terms ofdsetwand 49 years. All operating lease contracts
contain market review clauses in the event thaletbsee exercises its option to renew. The lesze® d
not have an option to purchase the land and moanstgllations at the expiry of the lease period.

Non-cancellable operating leases with initial teimexcess of one year are as follows:

2008 3,657
2009 3,657
2010 3,362
2011 3,309
2012 3,309
Thereafter 75,758
Total 93,052
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31. CAPITAL COMMITMENTS

As of 31 December 2007, the Group had the follovéognmitments for the acquisition of property,
plant and equipment and construction works:

31 December

2007
0JSC IPP 23,170
NCSP 12,782
0OJSC Novoroslesexport 6,175
PJSC Novorossiysk Grain Terminal 304
0OJSC Novorossiysk Shipyard 45
Total 42,476

The above commitments were entered into to enhainitee Groups’ transhipment capacities during

the following 3-10 years.

32. FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of financial assets and liabilitiesletermined as follows:

. The fair value of financial assets and financiablilities with standard terms and conditions and

traded on active liquid markets are determined wéfarence to quoted market prices; and

e The fair value of other financial assets and finald@bilities (excluding derivatives)
are determined in accordance with generally acdgmtieing model based on discounted
cash flow analysis using prices from observablessurmarket transactions.

Management believes that the carrying values ainimal assets (refer to Notes 18 and 20)
and financial liabilities (refer to Notes 23 and 2&corded at amortised cost in the financial
statements approximates their fair values.

33. RISK MANAGEMENT

Capital risk management

The Group manages its capital to ensure that estiti the Group will be able to continue as a going

concern while maximising the return to the equibjdier through the optimisation of the debt and
equity balance. The management of the Group revilegsapital structure on a regular basis.
Based on the results of this review, the Groupdakeps to balance its overall capital structure

through the payment of dividends, new share isandsshare buy-backs as well as the issue of new

debt or the redemption of existing debt.
Major categories of financial instruments

The Group’s principle financial liabilities compeitoans and borrowings, trade payables and
other payables and accruals. The main purposeesétfinancial instruments is to raise finance for

the Group’s operations. The Group has various @igh@assets such as trade receivables, investments

in securities and cash and cash equivalents.
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31 December 31 December

2007 2006
Financial assets
Cash and cash equivalents 66,660 37,037
Promissory notes 3,259 380
Loans given 740 -
Trade receivables 23,265 19,832
Total financial assets 93,924 57,249
Financial liabilities
Loans and borrowings 537,839 542,169
Financial lease 776 528
Trade payables 17,481 7,086
Payables for property, plant and equipment 2,620 523
Total financial liabilities 558,716 550,306

The main risks arising from the Group’s financi@truments are foreign currency, interest rate,
credit and liquidity risks.

Foreign currency risk

Currency risk is the risk that the financial resulf the Group will be adversely impacted by charige
exchange rates to which the Group is exposed. Thepglindertakes certain transactions denominated
in foreign currencies. The Group does not use amivaktives to manage foreign currency risk
exposure, at the same time the management of the@ trying to mitigate such risk by managing
monetary assets and liabilities in foreign curreatthe same (more or less stable) level.

The carrying amount of the Group’s US Dollar denmaibéd monetary assets and liabilities as at
the reporting date are as follows:

31 December 31 December
2007 2006

Assets

Trade and other receivables, net 11,627 13,348
Cash and cash equivalents 1,676 41,142
Total assets 13,303 54,490
Liabilities

Long term and short term debt (543,880) (542,697)
Trade payables (877) (388)
Total liabilities (544,757) (543,085)
Total net position (531,454) (488,595)
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The table below details the Group’s sensitivitgtiengthening of the Russian Rouble against
US Dollar by 10%. The analysis was applied to maiyeitems at the balance sheet dates
denominated in respective currencies.

31 December 31 December
2007 2006
Profit 48,327 47,967

Interest rate risk

Interest rate risk is the risk that changes intftwpinterest rates will adversely impact the fioh
results of the Group. The Group does not use ariyalizes to manage interest rate risk exposure,
at the same time the majority of the Group’s finahassets and liabilities are at fixed rates dmc t
risk is limited.

The table below details the Group’s sensitivityricrease or decrease of floating rate by 1%.
The analysis was applied to loans and borrowingairtial liabilities) based on the assumptions
that amount of liability outstanding as at the batasheet date was outstanding for the whole year.

LIBOR —impact
31 December 31 December
2007 2006
Profit or Loss 1,180 -

Credit risk

Credit risk is the risk that a customer may defaulot meet its obligations to the Group on a jme
basis, leading to financial losses to the Group.

Before accepting of any new customer, the Group aednternal credit system to assess
the potential customer’s credit quality. No crdititits are set to the customers.

The summary below shows the turnover and outstgrisltances of top five counterparties as at
the respective balance sheet dates and for thedorén ended:

31 December 2007 31 December 2006
Customer Outstanding Outstanding

location Turnover balance Turnover balance
COMINCOM S.A. Geneve, Switzerland 89,457 19 60,442 1,572
AXIAL MARINE SERVICE Limassol, Cyprus 47,498 9,287 22,459 8,240

000 “Chernomorskaya

Buksirnaya Kompaniya” Novorossiysk, Russia 23,062 5,489 4 -
MILESEATRANS LTD Delaware, USA 22,175 - 18,672 1
INTER-LOGISTICS Bremen, Germany 19,724 48 21,556 215
Total 201,916 14,843 123,133 10,028
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Liquidity risk

Liquidity risk is the risk that the Group will nbe able to settle all liabilities as they are due.

The Group’s liquidity position is carefully monit and managed. The Group has in place a detailed
budgeting and cash forecasting process to helpetisat it has adequate cash available to meet its
payment obligations.

The summaries of maturity profile of the Groupisaincial liabilities as at 31 December 2007 and
2006 based on contractual payments are preseniéotés 23 and 25.

34. EVENTS AFTER THE BALANCE SHEET DATE

On 11 February 2008 the Group purchased additisdfdl of LLC Baltic stevedores company
("BSK”) for 10,750, increasing Group’s interestt00%.

35. INVESTMENTS IN SIGNIFICANT SUBSIDIARIES

Ownership % held* Voting rights

Subsidiaries by country Year ended Year ended Year ended Year ended

of incorporation 31 December 31 December 31 December 31 December

2007 2006 2007 2006

Russian Federation
0OJSC IPP 72.65% 72.65% 72.65% 72.65%
PJSC Fleet of NCSP 85.68% 85.68% 85.68% 85.68%
0JSC Novorossiysk Shipyard 65.07% 50.03% 65.07% 50.03%
0OJSC Novoroslesexport 91.38% 91.38% 91.38% 91.38%
PJSC Novorossiysk Grain Termir 100.00% 99.99% 100.00% 99.99%
PJSC TPS - 51.83% - 59.98%
LLC Baltic stevedores company 50.00% 50.00% 50.00% 50.00%
LLC Kuban security services - 25.91% - 50.00%
0OJSC NPK Zarubezhneft 100.00% - 100.00% -
Cayman Islands
NR Air Ltd. 100.00% 100.00% 100.00% 100.00%

*The ownership is calculated based on the totalbemof shares owned by the Group as of the regpdites
i.e. including preferred shares.
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36. RECLASSIFICATIONS

Certain comparative information, presented in thesolidated financial statements for the year ended
31 December 2006, has been reclassified in ordeehive comparability with the presentation used
in the consolidated financial statements for ther yaded 31 December 2007.

The effect of the reclassifications is summariseldw:

2006 2006
After Before
Reclassification  Reclassification Difference

CONSOLIDATED INCOME STATEMENT
Foreign exchange gain 5,391 - 5,391
Other expenses, net (3,578 - (3,578)
Other income, net - 1,813 (1,813)
CONSOLIDATED BALANCE SHEET
NON-CURRENT ASSETS
Deferred tax assets 4,079 580 3,499
NON-CURRENT LIABILITIES
Deferred tax liabilities 71,751 68,252 (3,499)
CONSOLIDATED CASH FLOW STATEMENT
Cash flow from operating activities
Cash generated from operations 123,17¢ 122,942 236
Employee benefits paid (236 - (236)
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