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ELKO GRUPA 3SC Consolidated financial statements for the year ended 31 December 2008

General information

Group name ELKO GRUPA
Legal status of the Group Joint Stock Company

Unified registration number, place and 000 312 956
date of registration Riga, 14 May, 1993

Re-registration in Commercial register
2" December, 2003 with re-registration number 4 000 312 956 4

Registered office 27 Rupniecibas street
Riga LV-1045
Latvia
Shareholders Egons Mednis (9,57 %), Latvia

Andris Putans (9,79 %), Latvia
Eriks Strods (9,10 %), Latvia
Kaspars Viskints (9,79 %), Latvia
IT Investicijas, AS (35,25 %), Latvia
Amber Trust I S.C.A. (17,67%), Luxemburg
East Capital Asset Management AB, domiciled in Sweden, represented by
- East Capital Bering Russia fund (3,50 %), Caimans istand
- Concentra Ltd on behalf of East Capital Bering Ukraine fund (3,50%,),
Caimans island
- Dalepole Ltd on behalf of Fast Capital Bering New Europe fund
(1,83%), Caimans island

Council Members Andris Putans — Chairman of Council
Indrek Kasela ~ Deputy Chairman of the Council
Kaspars Viskints — Council Member
Eriks Strods — Council Member
Aleksandrs Jampickis — Council Member (till 23.05.2008)
Stanislavs Matvejevs — Council Member
Vairis Brize — Council Member
Ainis Dabols — Council Member (from 23.05.2008)
Valdis Lokenbahs — Council Member (from 23.05.2008)

Board Members Egons Mednis — Chairman of the Board with powers to represent the Group
individually, President
Svens Dinsdorfs — Board Member with representation powers jointly with
another Board Member, CFO
Ilgonis Inspéters — Board Member with representation powers jointly with
another Board Member, Director of the Marketing and Business Development
Department
Janis Casno - Board Member with representation powers jointly with another
Board Member, Executive Director (from 27.10.2008)
Janis Abasins — Board Member with representation powers jointly with
another Board Member, Executive Director (till 24.10.2008)

Reporting year 1% January — 3157 December, 2008



ELKO GRUPA 3sC

Consolidated financial statements for the year ended 31 December 2008

Consolidated balance sheet

ASSETS

Non-current assets
Property, plant and equipment
Intangible assets

Deferred income tax assets

Current assets

Inventories

Current income tax receivable
Trade and other receivables
Prepayments

Cash deposits

Cash and cash equivalents

Total assets

EQUITY

Note

15

15

10

Capital and reserves attributable to equity holders of

the Company
Ordinary shares
Share premium
Translation reserve
Retained earnings

Minority interest in equity

Total equity

LIABILITIES

Non-current liabilities
Borrowings

Deferred income tax liabilities

Current liabilities

Trade and other payables
Current income tax liabilities
Borrowings

Provisions

Total liabilities

Total equity and liabilities

11
11

13
15

12
15
13
14

31.12.2008 31.12.2007
USD ‘000 USD ‘000
1,414 1,103
238 238

- 27

1,652 1,368
166,697 142,378
1,273 81
140,960 208,624
2,287 1,134
1,000 -
5,520 5,165
317,737 357,382
319,389 358,750
11,114 11,114
5,996 5,996
107 (1,312)
74,692 69,291
91,909 85,089
3,203 4,014
95,112 89,103
250 9,709

- 23

250 9,731
86,377 169,345
773 2,698
136,607 87,643
270 229
224,027 259,915
224,277 269,647
319,389 358,750

The notes on pages 8 to 36 are an integral part of these consolidated financial statements.

o

Egons Mednis
Chairman of the Board

2 April 2009



ELKO GRUPA JSC

Consolidated income statement

Revenue

Cost of sales

Gross profit
Distribution costs
Administrative expenses
Other income

Other expenses
Operating profit

Finance income
Finance costs
Finance income/ (costs) — net

Profit before income tax
Income tax expense
Profit for the year

Attributable to:
Equity holders of the Company
Minority interest

Earnings per share (basic and diluted) for profit
attributable to the equity holders of the Company during

Consolidated financial statements for the year ended 31 December 2008

the year (expressed in USD per share)

Note

16
17
17
17

19
20

21

15

22

2008 2007
USD ‘000 USD ‘000
1,058,696 1,021,257

(1,016,769) (966,969)

41,927 54,288
(5,652) (3,139)
(17,305) (13,772)
4,461 2,649
(2,942) (1,350)
20,487 38,676
267 158
(6,615) (4,100)
(6,348) (3,942)
14,139 34,734
(1,272) (2,811)
12,867 31,923
13,214 30,593
(347) 1,330
12,867 31,923
1.92 4.45

The notes on pages 8 to 36 are an integral part of these consolidated financial statements.

Egons Mednis
Chairman of the Board

2 April 2009



ELKO GRUPA JSC Consolidated financial statements for the year ended 31 December 2008

Consolidated statement of changes in equity

Attributable to equity holders
Note of the Company
Share Share Transla- Retained Total Minority Total
capital premium tion earnings interest equity
reserve
usbD’000 USD'000 USD'OOO UsSD’000 USD’000 USD’000 UsD’000
B J
zgf;ce at 1 January 11,114 5996 3,873 45593 66,576 2,632 69,208
Currency translation
- - 5,185 4,322 411 147
differences (5,185) 3 (411) 558
Profit for the year - - - 30,593 30,593 1,330 31,923
Total recognized income - - (5185) 35367 30,182 1,888 32,070
and expense for 2007 ! ! ! ! ’
Dividend relating to 2006 23 - - - (11,669) (11,669) (506) (12,175)
| 1D
g: :;ce at 31 December 11,114 5996 (1,312) 69,291 85,089 4,014 89,103
Balance at 1 January
2008 11,114 5,996 (1,312) 69,291 85,089 4,014 89,103
Currency translation
, - - 1,419 (1,071) 348 102 450
differences
Profit for the year - - - 13,214 13,214 (347 12,867
Total recognized income - - 1,419 12,143 13562  (245) 13,317
and expense for 2008 ! ! ! !
Dividend relating to 2007 23 - - - (6,742) (6,742) (566) (7,308)
1D
Balance at 31 December 11,114 5,996 107 74,692 91,909 3,203 95,112

2008

Retained earnings are USD 74,692 thousand (2007: USD 69,291 thousand), of which USD 84 thousand (2007: USD 96
thousand) are statutory reserves and are not a subject to distribution in dividends.

The notes on pages 8 to 36 are an integral part of these consolidated financial statements.

vz,
/7//;/(/ P

e U S =
Egons Mednis
Chairman of the Board

2 April 2009



ELKO GRUPA JsC

Consolidated cash flows statement

Operating activities
Profit before tax

Adjustment to reconcile profit before tax to net cash flows
Depreciation and impairment of property, plant and equipment

Amortisation and impairment of intangible assets

Loss (Gain) on disposal of property, plant and eguipment

Interest income
Interest expenses
Movements in allowances
Working capital adjustments:
Decrease/(Increase) in trade and other receivables
(Increase)/Decrease in inventories
(Decrease)/Increase in trade and other payables
Income tax paid
Net cash used in operating activities

Investing activities

Proceeds from sale of property, plant and equipment
Purchases of property, plant and equipment
Purchases of intangible assets

Increase in cash deposits

Interest received

Net cash used in investing activities

Financing activities

Proceeds from borrowings

Repayments of borrowings

Interest paid

Dividends paid to equity hoiders of the parent
Dividends paid to minority interests

Net cash generated from financing activities

Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

Consolidated financial statements for the year ended 31 December 2008

Note 2008 2007
USD’'000 USD'000

14,139 36,893

550 367

55 25

58 (35)

(267) (167)

6,615 3,979

287 .

65,518 (122,363)

(24,375) 16,114

(82,968) 51,679

(3,632) (1,641)

(24,019) (15,154)

- 70

(959) (547)

(75) (200)

(1,000) -

267 166

(1,767) (511)

127,148 29,711

(87,643) (2,624)

21 (6,615) (3,979)

23 (6,329) (4,533)

(420) (507)

26,141 18,068

355 2,403

5,165 2,762

10 5,520 5,165

The notes on pages 8 to 36 are an integral part of these consolidated financial statements.



ELKO GRUPA JSC Consolidated financial statements for the year ended 31 December 2008

Notes to the consolidated financial statements

1. General information

A/S ELKO Grupa (“the Company”) and its subsidiaries (together “the Group”) principal activity is wholesale distribution of
computer desktop components, notebooks, monitors, peripherals, multimedia, consumer and solution products, using the
wide network of the Group companies and cooperation partners, representing a broad range of vendors of these products
all over the world. The selection includes products from a range of vendors, including Intel, Seagate, Western Digital, Acer,
Sony, Toshiba, Samsung, Tom-Tom, Asus and Logitech.

The Company is a joint stock company incorporated and domiciled in Latvia with company’s registered office at Rupniecibas
str, 27, Riga, LV-1045, Latvia. These consolidated financial statements have been prepared for issue by the Management on
2 April 2009 and signed on its behalf by the Chairman of the Board Egons Mednis.

Shareholders have the right to make amendments to the financial statements approved by the Board.

The Company has the following participating interest in the subsidiaries:

Name Country Participating interest in share capital of
subsidiaries

31.12,2008 31.12.2007
% %
ELKO Eesti AS Estonia 100% 100%
WESTech s.r.0. Slovakia 51% 51%
ELKOTech Romania SA Romania 51% 51%
ELKO Latvija SIA Latvia 100% 100%
ELKOTEX d.o.o0. Slovenia 51% 51%
ELKOTECH d.o.0. Croatia 70% 70%
ELKO Kaunas UAB Lithuania 100% 80%
ELKO Trading Switzerland AG Switzerland 100% 100%
ELKO Marketing Limited Cyprus 100% 100%
Statex Consulting Limited British Virgin Istands 100% 100%
Alma Limited Russia 100% 100%

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented, uniess otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with International Financial Reporting
Standards (IFRS) and IFRIC interpretations issued and effective at the time of preparing these financial statements and as
adopted by the European Union.

U.S. dollar is the reporting currency of the Group in accordance with IFRS. All amounts in the consolidated financial statements
including note disclosures are stated in thousands, rounded to the nearest thousand, unless stated otherwise.



ELKO GRUPA 3SC Consolidated financial statements for the year ended 31 December 2008

Notes to the consolidated financial statements (continued)

2.1 Basis of preparation (continued)

The preparation of financial statements in conformity with IFRS requires management to make certain critical accounting
estimates. It aiso requires management to exercise its judgment in the process of applying the Group’s accounting policies.

The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to
the consolidated financial statements are disclosed in Note 4.

2.2 Changes in accounting policy and disclosures

The Group has adopted the following new and amended IFRS and IFRIC interpretations during the year:

- Amendments to IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial Instruments:
Disclosures — Reclassification of Financial Assets;
- IFRIC 11 IFRS 2 - Group and Treasury Share Transactions.

The principal effects of these changes are as follows:

- Amendments to IAS 39 and IFRS 7 — Reclassification of Financial Assets

Through these amendments the IASB implemented additional options for reclassification of certain financial instruments
categorised as held-for-trading or available-for-sale under specified circumstances. Related disclosures were added to IFRS
7. The Group did not have financial instruments caught by these amendments.

- IFRIC 11 IFRS 2 — Group and Treasury Share Transactions

The interpretation provides guidance on classification of transactions as equity-settled or as cash-settled and also gives
guidance on how to account for share-based payment arrangements that involve two or more entities within the same
group in the individual financial statements of each group entity. The Group has not issued instruments caught by this
interpretation.

- IFRIC 12 - Service Concession Arrangements

This interpretation applies to service concession operators and explains how to account for the obligations undertaken and
rights received in service concession arrangements. No member of the Group is an operator and, therefore, this
interpretation has no impact on the Group.

— IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

This interpretation specifies the conditions for recognising a net asset for a defined benefit pension plan. The Group does
not have defined benefit plans.

Standards issued but not yet effective:
The Group has not applied the foliowing IFRSs and IFRIC Interpretations that have been issued but are not yet effective:

Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards and IAS 27 Consolidated and
Separate Financial Statements (effective for financial years beginning on or after 1 January 2009 once adopted by the EU).
The amendment to IFRS 1 allows an entity to determine the “cost’ of investments in subsidiaries, jointly controlled entities or
associates in its opening IFRS financial statements in accordance with IAS 27 or using a deemed cost. The amendment to
IAS 27 requires all dividends from a subsidiary, jointly controlled entity or associate to be recognised in the income
statement in the separate financial statements. The new requirements affect only the parent’s separate financial statements
and do not have an impact on the consolidated financial statements.

Besides, a new version of IFRS 1 was issued in November 2008. It retains the substance of the previous version, but within
a changed structure and replaces the previous version of IFRS 1 (effective for financial years beginning on or after 1 July
2009 once adopted by the EU).

Amendment to IFRS 2 Share-based Payment (effective for financial years beginning on or after 1 January 2009},

The amendment clarifies the definition of a vesting condition and prescribes the treatment for an award that is effectively
cancelled. The amendment will have no impact on the financial position or performance of the Group, as the Group does not
have share-based payments.

Amendments to IFRS 3 Business Combinations and IAS 27 Consolidated and Separate Financial Statements (effective for
financial years beginning on or after 1 July 2009 once adopted by the EU).



ELKO GRUPA 35C Consolidated financial statements for the year ended 31 December 2008
Notes to the consolidated financial statements (continued)

2.2 Changes in accounting policy and disclosures (continued)

Revised IFRS 3 (IFRS 3R) introduces a number of changes in the accounting for business combinations that will impact the
amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future reported results. IAS
27R requires that a change in the ownership interest of a subsidiary (without loss of control) is accounted for as an equity
transaction.

Therefore, such transactions will no longer give rise to goodwill, nor will it give rise to a gain or loss. Furthermore, the
amended standard changes the accounting for losses incurred by the subsidiary as well as the loss of control of a subsidiary.
Other consequential amendments were made to IAS 7 Statement of Cash Flows, IAS 12 Income Taxes, IAS 21 The Effects
of Changes in Foreign Exchange Rates, IAS 28 Investment in Associates and IAS 31 Interests in

Joint Ventures. In accordance with the transitional requirements of these amendments, the Group will adopt them as a
prospective change. Accordingly, assets and liabilities arising from business combinations prior to the date of application of
the revised standards will not be restated.

IFRS 8 Operating Segments (effective for financial years beginning on or after 1 January 2009).

The standard sets out requirements for disclosure of information about an entity’s operating segments and also about the
entity’s products and services, the geographical areas in which it operates, and its major customers. IFRS 8 replaces IAS 14
Segment Reporting. The Group expects that the operating segments determined in accordance with IFRS 8 will not
materially differ from the business segments previously identified under IAS 14,

Amendments to IFRS 7 Financial Instruments: Disclosures (effective for financial years beginning on or after 1 January 2009
once adopted by the EU).

The amendments improve disclosure requirements about fair value measurement and enhance existing principles for
disclosures about liquidity risk associated with financial instruments. The amendments will have no impact on the financial
position or performance of the Group. The Group is still evaiuating whether additional disclosures will be needed.

Amendment to IAS 1 Presentation of Financial Statements (effective for financial years beginning on or after 1 January
2009).

This amendment introduces a number of changes, including introduction of a new terminology, revised presentation of
equity transactions and introduction of a new statement of comprehensive income as well as amended requirements related
to the presentation of the financial statements when they are restated retrospectively. The Group is still evaluating whether
it will present all items of recognised income and expense in one single statement or in two linked statements.

Amendment to IAS 23 Borrowing Costs (effective for annual periods beginning on or after 1 January 2009).

The revised standard eliminates the option of expensing all borrowing costs and requires borrowing costs to be capitalised if
they are directly attributable to the acquisition, construction or production of a qualifying asset. In accordance with the
transitional requirements of the Standard, the Group will adopt this as a prospective change. Accordingly, borrowing costs
will be capitalised on qualifying assets with a commencement date after 1 January 2009. No changes will be made for
borrowing costs incurred to this date that have been expensed.

Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements — Puttable
Financial Instruments and Oblfigations Arising on Liquidation (effective for financial years beginning on or after 1 January
2009 once adopted by the EU).

The revisions provide a fimited scope exception for puttable instruments to be classified as equity if they fulfil a number of
specified features. The amendments to the standards will have no impact on the financial position or performance of the
Group, as the Group has not issued such instruments.

Amendment to TAS 39 Financial Instruments: Recognition and Measurement — Eligible Hedged Items (effective for financial
years beginning on or after 1 July 2009).

The amendment addresses the designation of a one-sided risk in a hedged item, and the designation of inflation as a
hedged risk or portion in particular situations. It clarifies that an entity is permitted to designate a portion of the fair value
changes or cash flow variability of a financial instrument as hedged item. The amendment will have no impact on the
financial position or performance of the Group, as the Group has not entered into any such hedges.

10



ELKO GRUPA J8C Consolidétedﬁnancia% statements for the year ended 31 December 2008
Notes to the consolidated financial statements (continued)

2.2 Changes in accounting policy and disciosures (continued)

Improvements to IFRSs

In May 2008 IASB issued its first omnibus of amendments to its standards, primarily with a view to removing inconsistencies
and clarifying wording. There are separate transitional provisions for each standard; most of the changes are effective for
financial years beginning on or after 1 January 2009. The Group anticipates that these amendments to standards will have
no material effect on the financial statements.

~ IFRS 5 Non-current Assets Held for Sale and Discontinued Operations. Clarification that all of a subsidiary’s assets and
liabilities are classified as held for sale, even when the entity will retain a non-controlling interest in the subsidiary after
the sale.

- IFRS 7 Financial Instruments: Disclosures. Removal of the reference to ‘total interest income’ as a component of finance
costs.

- IAS 1 Presentation of Financial Statements. Assets and liabilities classified as held for trading in accordance with IAS 39
are not automatically classified as current in the balance sheet.

- IAS 8 Accounting Policies, Change in Accounting Estimates and Errors. Clarification that only implementation guidance
that is an integral part of an IFRS is mandatory when selecting accounting policies.

- IAS 10 Events after the Reporting Period. Clarification that dividends declared after the end of the reporting period are
not obligations.

- IAS 16 Property, Plant and Equipment. Items of property, plant and equipment held for rental that are routinely sold in
the ordinary course of business after rental, are transferred to inventory when rental ceases and they are held for sale.
Also, replaced the term “net selling price” with “fair value less costs to sell”.

- IAS 18 Revenue. Replacement of the term ‘direct costs’ with ‘transaction costs’ as defined in IAS 39.

- IAS 19 Employee Benefits. Revised the definition of ‘past service costs’, ‘return on plan assets’ and ‘short term” and “other
long-term” employee benefits. Amendments to plans that result in a reduction in benefits related to future services are
accounted for as curtailment,

- IAS 20 Accounting for Government Grants and Disclosures of Government Assistance. Loans granted in the future with no
or low interest rates will not be exempt from the requirement to impute interest. The difference between the amount
received and the discounted amount is accounted for as government grant. Also, revised various terms used to be
consistent with other IFRS.

- 1AS 23 Borrowing Costs. The definition of borrowing costs is revised to consolidate the two types of items that are
considered components of ‘borrowing costs’ into one — the interest expense calculated using the effective interest rate
method calculated in accordance with IAS 39.

- IAS 27 Caonsolidated and Separate Financial Statements. When a parent entity accounts for a subsidiary at fair value in
accordance with IAS 39 in its separate financial statements, this treatment continues when the subsidiary is subsequently
classified as held for sale,

- IAS 28 Investment in Associates. If an asscciate is accounted for at fair value in accordance with IAS 39, only the
requirement of IAS 28 to disclose the nature and extent of any significant restrictions on the ability of the associate to
transfer funds to the entity in the form of cash or repayment of loans applies. In addition, an investment in an associate
is a single asset for the purpose of conducting the impairment test. Therefore, any impairment is not separately allocated
to the goodwill included in the investment balance.

— IAS 29 Financial Reporting in Hyperinflationary Economies. Revised the reference to the exception to measure assets and
liabilities at historical cost, such that it notes property, plant and equipment as being an example, rather than implying
that it is a definitive list. Also, revised various terms used to be consistent with other IFRS.

~ IAS 31 Interest in Joint ventures: If a joint venture is accounted for at fair value, in accordance with IAS 39, only the
requirements of IAS 31 to disclose the commitments of the venturer and the joint venture, as well as summary financial
information about the assets, liabilities, income and expense will apply.

- IAS 34 Interim Financial Reporting. Earnings per share is disclosed in interim financial reports if an entity is within the
scope of IAS 33.

— IAS 36 Impairment of Assets. When discounted cash flows are used to estimate ‘fair value less cost to sell’ additional
disclosure is required about the discount rate, consistent with disclosures required when the discounted cash flows are
used to estimate ‘value in use’,

- IAS 38 Intangible Assets. Expenditure on advertising and promotional activities is recognised as an expense when the
entity either has the right to access the goods or has received the service. The reference to there being rarely, if ever,
persuasive evidence to support an amortisation method of intangible assets other than a straight-line method has been
removed,

I



ELKO GRUPA 35C Consolidated financial statements for the year ended 31 December 2008

Notes to the consolidated financial statements (continued)

2.2 Changes in accounting policy and disclosures (continued)

IAS 39 Financial Instruments: Recognition and Measurement. Changes in circumstances relating to derivatives are not
reclassifications and therefore may be either removed from, or included in, the ‘fair vaiue through profit or loss’
classification after initial recognition. Removed the reference in IAS 39 to a ‘segment’ when determining whether an
instrument qualifies as a hedge. Require the use of the revised effective interest rate when remeasuring a debt
instrument on the cessation of fair value hedge accounting.

IAS 40 Investment Property. Revision of the scope such that property under construction or development for future use
as an investment property is classified as investment property. If fair value cannot be reliably determined, the investment
under construction will be measured at cost untit such time as fair value can be determined or construction is complete.
Also, revised of the conditions for @ voluntary change in accounting policy to be consistent with IAS 8 and clarified that
the carrying amount of investment property held under lease is the valuation obtained increased by any recognised
liability.

IAS 41 Agriculture. Removed the reference to the use of a pre-tax discount rate to determine fair value, Removed the
prohibition to take into account cash flows resulting from any additional transformations when estimating fair value. Also,
replaced the term ‘point-of-sale costs’ with ‘costs to sell’.

Amendments to IFRIC 9 Reassessment of Embedded Derivatives and IAS 39 Financial Instruments: Recognition and
Measurement — Embedded derivatives (effective for financial years ending on or after 30 June 2009 once adopted by
the EU).

The amendments clarify the accounting treatment of embedded derivatives for entities that make use of the reclassification
amendment to IAS 39 and IFRS 7 issued in October 2008. The Group did not have financial instruments caught by these
amendments.

IFRIC 12 Service Concession Arrangements (effective once adopted by the EU).

This interpretation applies to service concession operators and explains how to account for the obligations undertaken
and rights received in service concession arrangements. No member of the Group is an operator and, therefore, this
interpretation has no impact on the Group.

IFRIC 13 Customer Loyalty Programmes (effective for financial years beginning on or after 1 July 2008).

This interpretation requires customer loyalty award credits to be accounted for as a separate component of the sales
transaction in which they are granted and therefore part of the fair value of the consideration received is allocated to the
award credit and deferred over the period that the award credit is fulfilled. The Group does not maintain customer loyalty
programmes, therefore, this interpretation will have no impact on the financial position or performance of the Group.
IFRIC 14 IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction (effective
for financial years beginning on or after 1 January 2009).

This interpretation specifies the conditions for recognising a net asset for a defined benefit pension plan. The Group does
not have defined benefit pians, therefore, the interpretation will have no impact on the financial position or performance
of the Group.

IFRIC 15 Agreement for the Construction of Real Estate (effective for financial years beginning on or after 1 January 2009
once adopted by the EU).

The interpretation clarifies when and how revenue and related expenses from the sale of a real estate unit should be
recognised if an agreement between a developer and a buver is reached before the construction of the real estate is
completed. Furthermore, the interpretation provides guidance on how to determine whether an agreement is within the
scope of IAS 11 or IAS 18. The Group does not conduct such activity, therefore, this interpretation will not have an
impact on the consolidated financial statements,

IFRIC 16 Hedges of a Net Investment in a Foreign Operation (effective for financial years beginning on or after 1 October
2008 once adopted by the EU).

The interpretation provides guidance on the accounting for a hedge of a net investment in a foreign operation. IFRIC 16
will not have an impact on the consolidated financial statements because the Group does not have hedges of net
investments.

IFRIC 17 Distributions of Non-cash Assets to Owners (effective for financial years beginning on or after 1 July 2009 once
adopted by the EU). -

The interpretation provides guidance on the appropriate accounting treatment when an entity distributes assets other
than cash as dividends to its shareholders. IFRIC 17 will not have an impact on the consolidated financial statements
because the Group does not distribute non-cash assets to owners.

12



ELKO GRUPA 18C Consolidated financial statements for the year ended 31 December 2008
Notes to the consolidated financial statements (continued)

2.3 Consolidation

The consolidated financial statements comprise the financial statements of the Group and all its subsidiaries as at 31%
December each vear.

(a) Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights. Subsidiaries are fully consolidated from the date on
which the Group obtains control until the date that such contro! ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at
the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair value of the Group’s
share of the identiflable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of
the net assets of the subsidiary acquired, the difference is recognised directly in the income statement.

(b) Intra-Group transactions and minority interests

Inter-company transactions, balances and unrealized gains on transactions between group companies are eliminated in full.
Unrealized losses are also eliminated but considered an impairment indicator of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Group.

The Group applies a policy of treating transactions with minority interests as transactions with parties external to the Group.
Disposals to minority interests result in gains and losses for the Group that are recorded in the income statement. Purchases
from minority interests result in goodwill, being the difference between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary.

2.4 Segment reporting

The Group operates in different geographical areas that are subject to different risks and returns. The only segment
assessed for the Group is geographical segment,

2.5 Foreign currency transiation

(&) Functional and presentation Currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (the functional currency’). For the majority of the Group companies, the
functional currency is USD dollar that Is also chosen as reporting currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from the settiement of such fransactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in
the income statement.

(c) Group companies

The results and financial position of all the group entities that have a functional currency different from the presentation
currency are translated into U.S. dollars as follows:

Assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;

Income and expenses for each income statement are translated at average exchange rates (unless this average is not a
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and
expenses are translated at the rate on the dates of the transactions);

All resulting exchange differences are recognized as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign operations are taken to
shareholders’ equity. When a foreign operation is partially disposed of or sold, exchange differences that were recorded in
equity are recognised in the income statement as part of the gain or loss on sale.
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2.6 Property, plant and equipment

All property, plant and equipment are stated at historical cost less depreciation and impairment, Historical cost includes
expenditure that is directly attributable to the acquisition of the items, Borrowing costs are not capitalised.

Subsequent costs are induded in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be
measured refiably. The carrying amount of the replaced part is derecognized. All other repairs and maintenance are charged
to the income statement during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate cost of assets to their residual values over their
estimated useful lives, as follows:
% per annum

- Motor vehicles 25
- Communication equipment 50
- Computers and other data accumulating equipment 50
- Other fixtures and fittings 20

Depreciation rates have been reviewed and deemed appropriate for the financial year ending 31, December 2008.
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount (Note 2.8).

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount. These are included in
the income statement.

2.7 Intangible assets

Group's intangible assets mainly include acquired computer software, Acquired computer software licenses are capitalized on
the basis of the costs incurred to acguire and bring to use the specific software. These costs are amortized over their
estimated useful lives (5 years).

2.8 Impairment of non-financial assets

The Group does not have non-current assets that are not subject to amortisation. Assets that are subject to amortization are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair vaiue less costs to sell and value in use, For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-
generating units). Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal of
the impairment at each reporting date.
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Notes to the consolidated financial statements (cdntinued)

2.9 Financial assets

The Group classifies its financial assets in the following categories: loans and receivables and at fair value through profit or
loss. The classification depends on the purpose for which the financial assets were acquired. Management determines the
classification of its financial assets at initial recognition and, where allowed and appropriate, re-evaluates this designation at
each financial year end.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They are included in current assets, except for maturities greater than 12 months after the balance sheet
date. These are classified as non-current assets, Loans and receivables are classified as trade and other receivables in the
balance sheet.

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment that is accounted for in a separate allowance account. A provision for
impairment of trade receivables is established when there is objective evidence that the Group will not be able to collect all
amounts due according to the original terms of the receivables. Significant financial difficuities of the debtor, probability that
the debtor will enter bankruptcy or financial reorganisation, and default or delinguency in payments (more than 90 days
overdue) are considered indicators that the trade receivable is impaired.

In estimating the required provisions, the Company takes into consideration the overall quality and aging of the receivable
portfolio, the existence of credit insurance,

Specifically identified customer risks and historical write-off experience the amount of the allowance is the difference
between the amortised cost and the present value of estimated future cash flows, discounted at the original effective
interest rate. When a trade receivable is uncollectible, it is written off against the allowance account for trade receivables.

Trade receivables, which are sold to factoring company under recourse conditions, remain on the balance sheet as an asset.
Corresponding liability is recognised within borrowings,

Financial assets at fair value through profit or loss

Since hedge accounting is not applied to derivative financial instruments these are classified as held for trading within
financial instruments at fair value through profit or loss. Derivative financial instruments are initially recognised at fair value
on the date a derivative contract is entered into and are subseguently measured at their fair value. The changes in the fair
value of derivative instruments are recognised immediately in the income statement. The Group’s use of derivative financial
instruments has been limited to interest rate swaps and interest options used to reduce the Group's exposure to changes in
floating interest rates. These agreements have been terminated in November 2007. The Group does not have other financial
assets within this category.

Regular purchases and sales of financial assets are recognised on the trade-date — the date on which the Group commits to
purchase or sell the asset. Financial assets are derecognised when the rights to receive cash flows from the investments have
expired or have been transferred and the Group has transferred substantially all risks and rewards of ownership.

The Group assesses at each balance sheet date whether a financial asset or group of financial assets is impaired.
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2.10 Inventories

Inventories are valued at the lower of cost and net realisable vaiue, Cost is determined using the weighted average method.
The cost of goods comprises acquisition costs, additional expenses related to transportation, import duties for environmental
protection and insurance as well as any discounts and allowances granted by vendors. Net realisable value is the estimated
selling price in the ordinary course of business, less applicable variable selling expenses. Estimated selling price is based
upon an aging analysis of the inventory on hand, technological obsolescence, the nature of vendor relations and
assumptions about future demand.

2.11 Cash and cash equivalents

Cash and cash equivalents include cash in hand and deposits held at call with banks.

2.12 Share capital and dividend distribution
Ordinary shares are classified as equity, The Company has issued only ordinary shares.

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s financial statements in the
period, in which the dividends are approved by the Company’s shareholders.

2.13 Trade payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest
method.

2.14 Warranties

The Group’s vendors generally warrant the products distributed by the Group and aliow returning defective products,
including those that have been returned to the Group by its customers. Based on the past experience and the contractuat
agreements with vendors, the Group assesses that the receipt of the reimbursement from vendors is virtually certain. The
Group does not independently warrant the products it distributes. Historically the Group has not incurred any significant
service warranty costs. The costs occur along the process of handling the returned goods. A provision for these estimated
costs is recorded at the time of sale and is periodically adjusted to reflect actual experience.

2.15 Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of past events, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Where the Group expects some or all of a provision to be
reimbursed, for example under an insurance contract, the reimbursement is recognized as a separate asset but only when
the reimbursement is virtually certain. The expense relating to any provision is presented in profit or loss net of any
reimbursement. If the effect of the time value of money is material, provisions are discounted using a current pre tax rate
that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision
due to the passage of time is recognized as a finance cost.

2.16 Borrowings

All loans and borrowings are initially recognised at fair value less directly attributable transaction costs, and have not been
designated ‘as at fair vaiue through profit or loss.

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using the
effective interest method.

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the amortisation
process.
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2.17 Taxes
Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected from or paid
to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted by the balance sheet date.

Deferred income tax

Deferred income tax is provided using the liability method on temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences, except:

- where the deferred income tax liability arises from the initial recognition of goodwill or of any asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss;

and

- in respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in join
ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductable temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductable
temporary differences , and the carry forward of unused tax credits and unused tax losses can be utilised except:

- where the deferred income tax asset relating to the deductible temporary difference arises from the initial recognition of
an asset or fiability in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

-in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint
ventures, deferred income tax assets are recognised only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be availabie against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be available to aliow all or part of the deferred income tax asset to be
utilised. Unrecognised deferred income tax assets are reassessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profit will aliow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the balance sheet date.

Deferred income tax relating to items recognised directly in equity is recognised in equity and not in profit or foss.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against income tax liabilities and the deferred income tax relate to the same taxable entity and the same
taxation authority.

2.18 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the
ordinary course of the Group’s activities. Revenue is shown net of value-added tax, returns, rebates and discounts and after
eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probabie that future economic
benefits will flow to the entity and specific criteria have been met for each of the Group’s activities as described below. The
amount of revenue is not considered to be reliably measurable until all contingencies relating to the sale have been
resolved. The Group bases its estimates on historical results, taking into consideration the type of customer, the type of
transaction and the specifics of each arrangement.
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2.18 Revenue recognition (continued)
Sales of goods — wholesale

Sales of goods are recognized when a group entity has transferred the risk and rewards, i.e. it has delivered products to the
client and there is no unfulfilled obligation that could affect the client's acceptance of the products. Delivery does not occur
untii the products have been shipped from warehouse, the risks of obsolescence and loss have been transferred to the
client, and either the client has accepted the products in accordance with the sales contract, the acceptance provisions have
lapsed, or the Group has objective evidence that all criteria for acceptance have been satisfied.

Sales are recorded based on the price specified in the invoices, net of the estimated volume discounts and returns at the
time of sale. Accumulated experience is used to estimate and provide for the discounts and returns. The volume discounts
are assessed based on anticipated annual purchases.

Sales of services

The Group generates income from providing marketing and transport agency services. Since these services do not comprise
Group’s core business, the income is classified as other income in the income statement. These services are provided based
on agreed time and material costs incurred or as a fixed-price contract. Revenue from fixed-price contracts for delivering
transportation services is generally recognised by reference to the stage of completion of the service, Revenue from time
and material contracts is recognized at contractual rates as direct expenses are incurred.

If circumstances arise that may change the original estimates of revenues, costs or extent of progress toward completion,
estimates are revised. These revisions may result in increases or decreases in estimated revenues or costs and are reflected
in income in the period in which the circumstances that give rise to the revision become known by management.

Interest income
Interest income is recognised on a time-proportion basis using the effective interest method.
Other income

Income from penalties charged to clients is recognized at the moment of receipt. Penalties represent mostly charges to
customers for late payments.

2.19 Vendor programs

The Group receives funds from vendors in a form of credit notes for price protection, product rebates, marketing and other
product promotions. The credit notes for price protection are booked as decrease of the cost value of the inventory. The
credit notes for rebates are recognized directly in income statement as decrease of cost of sales. The credit notes for
marketing and other product promotion are recognized as other revenue. Some of these programs may extend over one or
more reporting periods. Rebates or other vendor incentives are recognized as earned based on sales of respective products
or as services are provided in accordance with the terms of the related program.

2.20 Leases

The Group leases certain property, plant and equipment. Leases of property, plant and eguipment where the Group has
substantially all the risks and rewards of ownership are classified as finance leases; Finance leases are capitalised at the lease’s
commencement at the lower of the fair value of the leased property and the present vaiue of the minimum lease payments;

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance
balance outstanding. The corresponding rental obligations, net of finance charges, are included in other short-term and
other long-term payables. The interest eilement of the finance cost is charged to the income statement over the lease period
S0 as to produce a constant periodic rate of interest on the remaining batance of the liability for each period. The property,
plant and equipment acquired under finance leases is depreciated over the shorter of the useful life of the asset and the
lease term. :

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to the
income statement on a straight-line basis over the period of the lease.
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2.21 Pension obligations

The Group companies do not operate any pension plans other than those required by the applicable legislations in the
respective countries. The Group companies pay social security contributions to the state social security funds (the Funds) on
behalf of its employees based on the defined contribution plan in accordance with the local legal requirements.

A defined contribution plan is a plan under which Group company pays fixed contributions into the Fund and will have no
legal or constructive obligations to pay further contributions if the Fund does not hold sufficient assets to pay all employees
benefits relating to employee service in the current and prior period. The social security contributions are recognised as an
expense on an accrual basis and are included within staff costs.

2.22 Going concern

According to the financial covenants in the loan and bond agreements the Company has to maintain certain financial ratios.
The main financial covenants are related to maintaining certain liquidity ratios, gearing ratios and profitability ratios. During
the year the Company has failed to comply with the financial covenant on certain profitability ratio. According to IFRS 7.19
and prudence principle if the Company is in breach of financial covenants the loans and bonds payable should be disclosed
as short term (please see note 13). During 2009 AS DNB Nord Bank has confirmed that they do not have an intention to
reclaim the outstanding loan at once due to breach of finandial covenants. Accordingly, these consolidated financial
statements for the year ended 31 December 2008 are prepared on a going concern basis, consistently applying International
Financial Reporting Standards as adopted in the European Union,

The operations of the Company is considerably dependant on the operations in CIS region, accordingly as described in the
paragraph below on legislative risk the future operations of the Company can be affected by legislative risk aspects in CIS
countries.

3. Financial risk management objectives and policies

3.1 Financial risk factors

The Group's activities provide exposure to a variety of financial risks: market risk (including currency risk and interest rate
risk), credit risk and liquidity risk. The Group's overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the Group’s financial performance.

Risk management is carried out by the finance management of the Company both under policies approved and separate
decisions made by the Board of Directors. It identifies, evaiuates and hedges financial risks in close co-operation with the
Group's operating units.

Market risk
Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising primarily with respect to the US dollar
changes towards the EUR and other currencies tied to EUR. Foreign exchange risk arises from future commercial
transactions, recognised assets and liabilities and net investments in foreign operations.

The purchase of goods from vendors is predominantly done in the US doliars. The sales from the Company to subsidiaries
are done in the US dollars. The sales to customers are carried out by the subsidiaries in the respective local currencies,
except for ELKO Trading Switzerland AG, whose saies are done in the US dollars. Although the subsidiaries carry out the
sales in the local currencies, the prices in the market tend to foliow the purchasing currency the US dollars, ELKO Trading
Switzerland sales in US dollars and its significant weight in the Group’s sales result in the fact, that trade payables and
receivables have very similar structure in terms of currency composition (Notes 9 and 12).

The Group has investments in foreign operations, which net assets are exposed to foreign currency translation risk. As at 31
December 2008, the Group did not have any hedging agreements.
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3.1 Financial risk factors (continued)

Market risk (continued)
Foreign exchange risk (continued)

The foliowing table demonstrates the sensitivity to a reasonably possible changes of the US doliar exchange rate to other
currencies used by the Company, with all other variables held constant, of the Group's profit before tax (due to changes in
the fair value of monetary assets and liabilities) and the Group's equity (due to changes in the fair value of forward
exchange contracts and net investment hedges).

Increase / decrease Effect on profit Effect on equity
In US doliar rate (*000) ('000)

2008
+5% 97 97
-5% (97) (97)

2007
+5% 669 669
-5% (669) (669)

Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s short-term borrowings
to finance a part of its working capital needs, which exposes the Group's income and operating cash flows towards the
changes in market interest rates. Borrowings are taken in a form of credit lines. During year 2008, the Group’s borrowings
at variable rate were predominantly denominated in the US dollars and Euro (Note 13).

The following table demonstrates the sensitivity to a reasonable possible change in interest rates, with all other variables
held constant, of the Group’s profit before tax through the impact on floating rate borrowings.

Increase / decrease Effect on

in basis points profit before tax

('000)

2008 +10 127
2008 -10 (127)
2007 +10 83
2007 - 10 (83)

Credit risk

Credit risk is managed on & Group basis by implementing centralised procedures and control. Credit risk arises from the
credit exposure to outstanding trade receivables (Note 9 to trade and other receivables). The Group minimizes these risks
through credit risk insurance and conservative credit poficy. Individual risk limits are set based on internal or external ratings
in accordance with the credit policy. The utifisation of credit limits is regularly monitored.

The maximum exposure as at 31 December 2008 is USD 121,648 thousands (2007: USD 149,494 thousand).
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3.1 Financial risk factors (continued)

Market risk (continued)

Liguidity risk

Prudent liquidity risk management includes maintaining sufficient cash, the availability of funding from an adequate amount
of committed credit facilities. Due to the dynamic nature of the underlying businesses, the Group maintains flexibility in

funding by maintaining availability under committed credit lines. Management monitors roliing forecasts of the Group's
liquidity reserve on the basis of expected cash flows.

The table below summarises the maturity profile of the Group's financial liabilities at 31 December 2008 based on
contractual undiscounted payments:

Year ended On demand < 3 months 3 to 12 months 1 to 5 years Total
31/12/2008

Non-current - - - 266 266
borrowings

Current borrowings - - 142,335 - 142,335
Dividends 6,865 - - - 6,865
Trade and other - 79,512 - - 79,512
payables

The table below summarises the maturity profile of the Group’s financial liabilities at 31 December 2007 based on
contractual undiscounted payments:

Year ended On demand < 3 months 3 to 12 months 1 to 5 years Total
31/12/2007

Non-current - - - 10,665 10,665
borrowings

Current borrowings - - 90,035 - 90,035
Dividends 7,136 - - - 7,136
Trade and other - 162,209 - - 162,209
payables

Legisiative risk

The Company has used, and continues to use, a variety of third-party entities in which it does not hold any direct or indirect
equity interest to facilitate the import of products into Russia and Ukraine. In the Eastern European countries the tax
legisiation and rulings are still subject to frequent change, and are consequently not as stable as the tax practices in most of
the Western world countries. In the event that Russian and/or Ukrainian tax authorities choose to take a more aggressive
position in their interpretation and enforcement of tax legislation, the Company might be held liable in case of a failure of a
third party to comply with the interpretations of the authorities in Russia and/or Ukraine. Any estimate of a likelihood of any
liability arising as a result of the Russian or Ukrainian tax enforcement, its effect on the financial position of the Group or the
maximum amount cannot be reasonably assessed. Historically no such claims have arisen. Sales of products to Russian and
Ukrainian customers are disclosed in Note 5.

21



ELKO GRUPA JSC Consolidated financial statements for the year ended 31 December 2008

Notes to the consolidated financial statements (continued)

3.2 Fair value estimation

The carrying value of trade receivables, other receivables, payables and other payables approximates fair value. The fair
value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the Group for similar financial instruments. The estimated fair value of
derivative financial instruments represents the amount required to enter into similar offsetting contracts with similar
remaining maturities based on quoted market prices.

3.3 Capital management

The primary objective of the Group’s capital management is to ensure that it maintains a strong credit rating and healthy
capital ratios in order to support its business and maximise shareholder value,

The Group manages its capital structure and makes adjustments to it, in iight of changes in economic conditions. No
changes were made in the objectives, policies or processes during the financial years presented.

The Group monitors capital using the following ratios:

31.12.2008 31.12.2007
Consolidated financials
Equity without minority
interest 91,909 85,089
Total assets 319,389 358,750
Equity ratio 29% 24%
Net Debt* 130,337 92,187
Total equity 95,112 89,103
Net Liabilities/ Equity 1.37 1.03
EBIT 20,754 38,833
Interest payments 6,615 4,100
EBIT/Interest payments 3.1 9.5
Total Debt 136,857 97,352
EBIT 20,754 38,833
Total DEBT/EBIT 6.6 2.5

* Net debt is calculated as all borrowings less cash and deposits.
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4. Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
rarely equal the related actual results. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are outlined below.

Vendor programs

The Group has to apply use of estimates about the credit notes due from vendors at the date of the balance sheet based on
the available information and past experience. In several vendor programs the size of the rebate is dependent on the
performance of other distributors and is known exclusively by the vendor.

An estimate of a receivable from vendors in relation to the vendors programs for the year ended 31 December 2008
amounted to USD 4,263 thousand (2007: USD 6,419 thousand) based on the individual vendor agreements.

The Company does not expect any additional unrecognized rebate to be received related to year 2008.
Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significant judgment is required in determining the
worldwide provision for income taxes. There are many transactions and calcutations for which the ultimate tax determination
is uncertain during the ordinary course of business. The Group recognizes liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the income tax and deferred tax provisions in the period in
which such determination is made (Note 15).

Impairment of inventories

The Group is subject to the risk that the value of its inventory will decline as a result of price reductions by vendors or
technological obsolescence. It is the policy of most of the Group’s vendors to protect distributors from the loss in value of
inventory due to technological change or the vendors’ price reductions.

However, the Group does not have contractual rights to claim price protection to many of its vendors. Even when the
contractual rights exist the announcement of price protection to distributors is at vendors’ discretion. Accordingly, there are
instances when vendors might be unable or unwilling to compensate the Group for price protection claims.

The outstanding price protection claims are USD 119 thousand (2007: USD 663 thousand).

Significant judgment is applied, when estimating the net realizable value of inventory. Incorrect assumptions could be made
about the state of technological obsolescence, the nature of vendor relations and future demand (Note 8).

Impairment of trade receivables
Significant judgment is applied, when estimating the provisions for impairment of trade receivables (Note 9).
Warranty provisions

The Group’s vendors generally warrant the products distributed by the Group and aliow returning defective products,
including those that have been returned to the Group by its customers. Based on the past experience and the contractual
agreements with vendors, the Group assesses that the receipt of the reimbursement from vendors is virtually certain. The
Group does not independently warrant the products it distributes. Historically the Group has not incurred any significant
service warranty costs. The costs are incurred along the process of handling the returned goods. A provision for these
estimated costs is recorded at the time of sale and periodically adjusted to reflect actual experience. The amount of
provision with respect to warranties is disclosed in Note 14.

Revenue recognition

The Group’s sales to CIS and other countries segment (Note 5) are performed to the end customers using a number of
intermediaries. The customers perceive the Group as a seller of the goods, the intermediaries in substance do not assume
general inventory risk and usually the payments are made by the intermediaries to the Group after the intermediaries have
received cash from the customers. Based on the above the management has concluded that the intermediaries act as
agents and the Group recognizes revenue after the intermediaries have sold goods to the customers. The goods that have
been legally sold but for which no revenue is yet recognized are included in Inventories as consignment inventories (Note8).
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5. Segment information
Geographical segments by location of customers

The Group considers geography as its only reporting segment. The range of products sold by the Group, classes of its
customers and distribution channels do not represent separate business segments as they are not subject to different risks
and returns, Accordingly, the Group has only one business segment.

At 31 December 2008, it is organized into three main geographical segments by location of customers:
(1) The Bailtic area relates to Latvia, Lithuania and Estonia;
(2) Central and Eastern Europe area relates to Slovakia, Slovenia, Romania and Croatia;
(3) The area of CIS and other countries primarily relate to Russia and Ukraine.

The purchasing of inventory from vendors as well as financing is managed by the Company globally. Therefore, financing
items like interest income and expense, as well as cash and borrowings are managed on a global basis at corporate level.
This activity is further referred to as central operation.

Therefore, the Group measures geographical segment performance, inciuding corporate performance, based on the
segment’s operating result. Unallocated remain operating expenses of the central operation.

The segment results for the year ended 31 December 2008 are as follows:

The Baltic Central and CIS and other Adjustments Group

Eastern Europe countries and

eliminations
Third-party revenue 100,824 149,795 808,077 - 1,058,696
Inter-segment revenue 885,139 2,201 27,227 (914,567) -
Revenue 985,963 151,996 835,304 (914,567) 1,058,696

i fit/ S t

ng“”g profit / Segmen 8,724 (696) 12,565 (106) 20,487

The segment results for the year ended 31 December 2007 are as foliows:

The Baltic Central and CIS and other Adjustments Group

Eastern Europe countries and

eliminations
Third-party revenue 99,947 174,363 747,487 (540) 1,021,257
Inter-segment revenue 843,256 307 28,563 (872,126} -
Revenue 943,203 174,670 776,050 (872,666) 1,021,257

Operating profit / Segment

result ' 8,319 3,604 27,744 (991) 38,676

Segment assets consist primarily of equipment, intangible assets, inventories, trade and other receivables, cash and cash
equivalents. Assets comprise principally the central operations’ equipment; inventory and other receivables. Segment
liabilities comprise operating liabilities. Unallocated liabilities comprise the central operation’s borrowings and other trade
payables. Capital expenditure comprises additions to equipment (Note 6) and intangible assets (Note 7).
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ELKO GRUPA JSC Consolidated financial statements for the year ended 31 December 2008

Notes to the consolidated financial statements (continued)

5. Segment information (continued)

The segment assets and liabilities at 31 December 2008 and capital expenditure for the year ended are as follows:

Year ended
31 December 2008

The Baltic Central and CIS and other Adjustments Group

Eastern Europe countries and

eliminations
Assets 248,686 34,439 286,886 (250,622) 319,389
Liabilities 201,126 28,459 242,894 (248,202) 224,277
Capital expenditure (Note 7) 36 39 - - 75
Amortization (Note 7) 21 34 - - 55
Capital expenditure (Note 6) 595 364 - - 959
Depreciation (Note 6) 370 180 - - 550

The segment assets and liabilities at 31 December 2007 and capital expenditure for the year ended are as follows:

Year ended
31 December 2007

The Baltic Central and CIS and other  Adjustments Group

Eastern Europe countries and

eliminations
Assets 333,897 28,919 312,591 (316,657) 358,750
Liabilities 248,612 20,473 267,023 (266,461) 269,647
Capital expenditure (Note 7) 79 121 - - 200
Amortization (Note 7) 13 12 - - 25
Capital expenditure (Note 6) 533 246 - - 779
Depreciation (Note 6) 239 123 - - 362
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Notes to the consolidated financial statements (continued)

6. Property, plant and equipment

Leasehoid Communication Other fixed Total
improvements and computer assets
engineering

At 31 December 2006

Cost 295 731 1,860 2,886
Accumulated depreciation (295) (638) (1,221) (2,154)
Net book amount - 93 639 732
Year ended 31 December 20067

Opening net book amount - 93 639 732
Exchange differences - (7) (2) (9)
Additions 33 256 490 779
Disposals at cost - (2) (35) (37)
Depreciation charge (Note 17) (12) (111) (239 (362)
Closing net book amount 21 229 853 1,103
At 31 December 2007

Cost 328 985 2,328 3,641
Accumulated depreciation (307) (756) (1,475) (2,538)
Net book amount 21 229 853 1,103
Year ended 31 December 2008

Opening net book amount 21 229 853 1,103
Exchange differences 4) 9 (25) (38)
Additions - 350 609 959
Disposals at cost - (224) (888) (1,408)
Zzg;f:;izﬁon reverse on i 994 88 1,348
Depreciation charge (Note 17) (14) (206) (330) (550)
Reclassification - 32 (32) -
Ciosing net book amount 3 396 1,015 1,414
At 31 December 2008

Cost or valuation 28 1,134 1,992 3,154
Accumulated depreciation (25) (738) (977) (1,740)
Net book amount 3 396 1,015 1,414

Depreciation expenses of tangible assets in the amount of USD 550 thousand (2007: USD 362 thousand) have been charged
in income statement and are shown in administrative expenses.

All tangible assets have been pledged to secure bank credit lines (Note 13).
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Notes to the consolidated financial statements (Continued)

7. Intangible assets

Software
At 31 December 2006
Cost 629
Accumulated amortisation (564)
Net book amount 65
Year ended 31 December 2007
Opening net book amount 65
Exchange differences (2)
Additions 200
Amortisation charge (Note 17) (25)
Ciosing net book amount 238
At 31 December 2007
Cost 829
Accumulated amortisation (591)
Net book amount 238
Year ended 31 December 2008
Opening net book amount 238
Exchange differences (20)
Additions 75
Amortisation charge (Note 17) (55)
Disposals at cost (177)
Amortisation reverse on disposal 177
Closing net book amount 238
At 31 December 2008
Cost 727
Accumulated amortisation (489)
Net book amount 238

Amortisation expenses of intangible assets in the amount of USD 55 thousand (2007: USD 25 thousand) have been charged
in income statement and are shown in administrative expenses,

All intangible assets have been pledged to secure bank credit lines (Note 13).
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Notes to the consolidated financial statements (continued)

8. Inventories

Trade inventory at cost
Trade inventory in transit
Prepayments for trade inventory

Allowance for impairment of inventory

Consolidated financial statements for the year ended 31 December 2008

2008 2007
165,315 111,880
1,006 30,393
432 105

(56) -
166,697 142,378

Estimates of net realisable value of inventory are based on the most reliable evidence available at the time the estimates are
made. As such estimates are continuously evaluated; it is common that in the normal course of business, circumstances that
previously caused inventories to be written down below cost no longer exist resulting in reversals of write-downs. Write-
downs for damaged and missing inventory is USD 671 thousand (2007: USD 691 thousand) are charged to distribution costs

in the income statement (Note 17).

The cost of inventories recognised as expense and included in cost of saies amounted to USD 1,016,769 thousand (2007:
USD 966,969 thousand). Inventory in the amount of USD 34,772 thousand (2007: USD 48,395 thousand) have been pledged

to secure bank credit lines (Note 13).

Of the total inventories consignment inventories as at 31 December 2008 was USD 115,968 thousand (2007: USD 87,919

thousand), see Note 13.

9. Trade and other receivables

Trade receivables

Less: allowance for impairment of trade receivables
Trade receivables - net

VAT receivable

Personal income tax receivable

Other tax receivable in foreign countries

Other debtors

2008 2007
140,036 203,895
(438) (248)
139,598 203,647
891 607

2 -

51 3,870

418 500
140,960 208,624

Trade receivables in the amount of USD 212,750 thousand (2007: USD 241,159 thousand) have been pledged to secure

bank credit lines (Note 13).

Trade receivables are non-interest bearing and are generally on 30 days’ terms.

As at 31 December, the ageing analysis of net trade receivables is as foliows:

Past due but not impaired

Total Neither past
due nor
impaired

2008 139,598 85,950
2007 203,647 180,743

<30 day

30-60 day 60-90 day 90-120 day
5,842 2,708 8
56

3,919 - 788

>120 day

76
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Notes to the consolidated financial statements (continued)

9. Trade and other receivables (continued)

The ageing of impaired receivables is as follows:

2008 2007

3 to 6 month 16 112
Over 6 month 430 192
446 304

As at 31 December 2008, trade receivables at nominal value of USD 446 thousand (2007: USD 304 thousand) were impaired
and provided for. The amount of the allowance was USD 438 thousand (2007: USD 248 thousand).

Movements in the allowance for impairment of trade receivables are as follows:

2008 2007
At 1 January 248 362
Impairment charge (individual basis) 438 248
Receivables written off during the year as uncollectibie (248) (362)
At 31 December 438 248

The creation and release of aliowance for impaired receivables have been included in administrative costs in the income
statement. Amounts charged to the allowance account are generally written off when there is no expectation of recovering
additional cash.

The carrying amounts of the Group’s trade, other receivables and prepayments are denominated in the following currencies:

2008 2007

usD 113,094 174,644
LVL 9,342 15,680
RON 5,738 5,955
LTL 5,451 4,370
SKK 3,798 2,924
Cther currencies 5,824 6,185
143,247 209,758

10. Cash deposits

The effective interest rate on the cash deposits as at 31 December 2008 was 4,36% (2007: 1,4%). Deposited USD 1,000
thousands for period 03.10.2008-03.04.2009.

11, Share capital

The total authorised and issued number of ordinary shares is 6,877 thousand shares (2007: 6,877 thousand shares) with a
par value of USD 1,616 per share (2007: USD 1,616 per share). All issued shares are fully paid. There is no share options in
any of the years presented, All issued shares were purchased by cash contribution.
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Notes to the consolidated financial statements (continued)

12. Trade and other payables

2008 2007

Trade payables 70,863 156,132
Social security and other taxes 1,374 2,031
Unpaid dividends 6,865 7,136
Unpaid salaries 177 126
Other 338 81
Accrued expenses 6,760 3,839
86,377 169,345

The carrying amounts of the Company’s trade payables are denominated in the following currencies:

2008 2007

LvVL 554 785
usD 53,680 149,915
EUR 7,823 2,019
SKK 1,214 1,428
HRK 426 397
RON 7,142 1,380
Other currencies 24 208
70,863 156,132

Terms and conditions of the above financial liabilities:

- Trade payables are non-interest bearing and normally have 30 to 45 day terms;

- Other payables are non-interested bearing and have an average term of 30 days;
- Interest payable is normally settled monthly throughout the financial year;

- For terms and conditions relating to related parties, refer to Note 24.
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Notes to the consolidated financial statements (continued)

13. Borrowings

Interest-bearing loans and borrowings:

Current

Obligations under finance lease

and hire purchase contracts

Bank overdrafts

Credit line from AS DnB Nord
Banka (Latvia)

Credit line from AS DnB Nord
Banka (Latvia)

Credit line from AS DnB Nord
Banka (Latvia)

Credit Iine from Ludova bank
(Slovakia)

Credit line from Volksbank a.s.
(Slovakia)

Credit line from UniCredit Tiriac
Bank (Romania)

Credit line from UniCredit Tiriac
Bank (Romania)

Credit line from DNB Nord
(Lithuania)

Credit line from SKB D.D.
{Slovenia)

Other loans:

Bonds
(Latvia)

Loan from GE Money Bank
(Latvia)

Loan from AS DnB Nord Banka
(Latvia)

Loan from SKB bank
(Slovenia)

Loan from SKB bank (Slovenia) in

EUR

Other loans from ELBATEX
(Slovenia) in EUR

Other - Intel credits, CIM, credit
cards (Latvia)

Non-current

Obiligations under finance lease
and hire purchase contracts

Other loans:
Bonds

Consolidated financial statements for the vear ended 31 December 2008

Interest rate %

EURIBOR + 3,25%

USD LIBOR3M +
1,85%
USD LIBOR3M +
1,70%
USD LIBOR3M +
0,75%
USD LIBORIM +
0,55%
USD LIBORIM +
0,55%

USD LIBOR +1,6%

EURIBOR O/N
+3,5%

LIBOR +1,3%

EURIBOR6M +
1,65%

10% p,a (fixed
interest rate)
USDLIBOR3M
+1.1%

10% p,a (fixed
interest rate)

5,522 %
5,522 %

5,642 %

EURIBOR + 3,25%

10% p,a (fixed
interest rate)

Maturity

2009/2008

28.09.2010
28.09.2010
29.09.2008
30.04.2008
30.04.2009
15.05.2008
27.11.2009
01.12.2008

06.11.2009

29.11.2010
30.03.2009
29.09.2008
14.11.2008
03.12.2008

24.12.2009

28.11.2011

29.11.2010

2008 2007
USD ‘000 USD ‘000
188 170
15,000 -
98,140 -

- 72,862

- 1,229

3,778 -

- 2,657

3,610 -

- 4,422

1,100 -
9,228 -
4,500 -

- 5,000

- 1,012

. 291

564 -

499 -
136,607 87,643
250 271

- 9,438

250 9,709
136,857 97,352

At the end of the year the Company has failed to comply on the financial covenant on profitability accordingly the credit
lines with the maturity over the one year as well as the bonds are disclosed as short term. Please see also note 2.22 Going

concern.
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Notes to the consolidated financial statements (continued)

13. Borrowings (continued)

The carrying amounts of the Group’s borrowings are denominated in the following currencies:

2008 2007

usD 121,388 81,749
EUR 15,465 15,595
other 4 8
136,857 97,352

Most of the borrowings are provided in a form of bank credit lines amounting to USD 121,628 thousand (2007: USD 87,473
thousand). Borrowings are secured by property, plant and equipment, intangible assets, trade receivables and inventory
(Notes 6, 7, 8 and 9). The fair value of current borrowings approximates their carrying amount, as they bear floating
interest rates and the impact of discounting is not significant. The average effective interest rate on the bank borrowings as

at 31 December 2008 was 4,47% (2007: 6,23 %).

The Group has the following undrawn borrowing facilities:

31.12.2008 31.12.2007
Credit line limit 123,371 98,405
Credit line used (121,628) (87,473)
1,743 10,832
Finance leases
The present value of finance lease liabilities is as follows:
2008 2007
No later than 1 year 188 170
Later than 1 year and no later than 5 years 250 271
438 441
Finance lease liabilities — minimum lease payments:
No later than 1 year 201 179
Later than 1 year and no later than 5 years 266 285
467 464
Future finance charges on finance costs (29) (23)
Present value of finance lease liabilities 438 441
The effective interest rate on the finance leases as at 31 December 2008 was 6,30 % (2007: 5,61%).
14. Provisions
2008 2007
Beginning of year 229 446
Charged / (credited) to the income statement:
- Additional provisions 119 58
- Used during year . (78) (275)
End of year 270 229

Provisions represent expected costs with regards to handling warranty process of the sold goods.
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Notes to the consolidated financial statements (continued)

15. Income tax expense

2008 2007
Current tax 1,295 2,799
Deferred tax (23) 12
1,272 2,811

The tax charge differs from the theoretical amount that would arise using the tax rate applicable to the Company to the

Group’s profit before tax as follows:

Profit before tax 14,139 34,734
Tax at the domestic rates applicable to profits in the country concerned 1,782 2,836
Income not subject to tax (716) (136)
Expenses not deductible for tax purposes 246 214
Tax discount for donations (40) (103)
Tax charge 1,272 2,811

The weighted average applicable tax rate was 12,6 % (2007: 8,1%), The increase is caused by a change in the profitability of

the Group's subsidiaries in the respective countries.

16. Revenue

2008 2007

Desktop components 493,536 546,554
Notebooks 357,160 286,567
Monitors 74,225 68,745
Solution products 58,658 44,927
Consumer and multimedia 51,085 62,389
Peripherals 23,986 12,075
Other 46 -
1,058,696 1,021,257

17. Expenses by nature

2008 2007

Trade inventory sold 1,016,769 966,969
Employee benefit expense 11,956 7,818
Professional fees 2,490 1,682
Transportation expenses 2,484 1,581
Rent and office maintenance expenses 1,828 1,169
Advertising costs ) . 1,496 506
Write-off of damaged goods 671 691
Depreciation and amortisation charges (Notes 6, 7) 605 387
Other expenses 1,427 3,077
1,039,726 983,880
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18. Employee benefit expenses

Wages and salaries
Social security costs

Other employment benefits

2008 2007
9,268 6,283
2,207 1,338
481 197
11,956 7,818

Employees involved in the sales functions are subject to a partial variable remuneration based on the sales performance.

19. Other income

Income from services provided
Gain from disposal of fixed assets

Other income

20. Other expenses

Net loss from foreign exchange influence
Penalties and similar expenses
Direct operating expenses arising on providing services

Other expenses

21. Finance income and costs

Interest expense:

-~ Bank borrowings
~ Other interests

Loss from changes in the fair value of derivative financial instruments

Finance costs

Finance income:
- Interest income on short-term bank deposits
~ Other interest income

Finance income

Net finance costs

2008 2007
4306 2,422
55 31

100 196
4,463 2,649
2008 2007
1,716 451
596 434

303 257

327 208
2,942 1,350
2008 2007
(6,585) (4,021)
(30) (41)

- (38)
(6,615) (4,100)
193 90

74 68

267 158
(6,348) (3,942)
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Notes to the consolidated financial statements (continued)

22. Earnings per share
The Company has no dilutive potential shares therefore diluted earnings per share are equal to basic earning per share.

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the year. There were no treasury shares.

2008 2007
Profit attributable to equity holders of the Company 13,214 30,593
Weighted average number of ordinary shares in issue (thousands) 6,877 6,877
Basic earnings per share (USD per share) 1.92 4.45

23. Dividends per share

During the year the shareholders have decided on the distribution of the dividends on prior year retained earnings in
amount of USD 6,742 thousand (USD 0.98 per share); in 2007 the calculated dividends were USD 11,669 thousand (USD
1.70 per share).

24, Related-~party transactions

There are no ultimate controlling parties of the Group, The sharehoiders of the Company are as follows:

% for Share Capital

2008 2007

Egons Mednis, President of Company 9,57 9,57
Andris Putans, Chairman of the Council 9,79 9,79
Eriks Strods, Member of the Council 9,10 9,10
Kaspars Viskints, Member of the Council 9,79 9,79
IT Investicijas, A/S, domiciled in Latvia 35,25 35,25
Amber Trust II S,C,A,, domiciled in Luxemburg 17,67 17,67
East Capital Asset Management AB, domiciled in Sweden, represented by: 8.83 8,83
- East Capital Bering Russia fund, Caimans island 3,50 -

- Concentra Ltd on behalf Fast Capital Bering Ukraine fund, Caimans fsiand 3,50 -

- Dalepole Ltd on behalf of East Capital Bering New Europe fund, Caimeans island 1,83 -

(a) Key management compensation

The members of the Council do not receive any remuneration. The members of the Board of Directors were entitied to a
remuneration of USD 335 thousand (2007: USD 273 thousand).

2008 2007

The Board members’ remuneration:
- salary expenses 271 224
- social insurance 64 49
335 273

(b)Transactions with related parties:

The payables to related parties arise mainly from operating lease transactions. Particularly, rental services in amount of
USD 817 thousand (2007: USD 424 thousand) were provided by AST BALTS that are controlied by some of the shareholders
of the Company.

Accordingly the Company has entered into an agreement with related party AST BALTS for rent of warehousing and office
space. The respective office premises are in a construction process with expected completion at the end of 2009.
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24, Related-party transactions (continued)
(b)Transactions with related parties (continued):

Since August 2008 the warehouse premises are used as central warehouse for Baltic region. In 2008 the Company has done
additional prepayment for the rent in the amount of USD 287 thousand.

There were no sales to related parties in any of the years presented. There were no receivables from or loans or guarantees
issued to related parties at any balance sheet date presented.
25. Commitments

The Group leases various offices and warehouses under cancellable operating lease agreements. Should the Group decide to
terminate these agreements, it is required to give one month notice. There are no further penalty payments required.

The Group has no capital commitments at the balance sheet date.

26. Issued guarantees and pledges

A/S DnB NORD Banka with mediation of DnB NOR Bank ASA has issued guarantee in the amount of USD 2,000 thousand in
favour of INTEL INTERNATIONAL B.V. Guarantee serves as a partial security of A/S ELKO GRUPA purchases on credit to
INTEL INTERNATIONAL B.V. The issued guarantee will expire in April 29’ 2009.

A/S DnB NORD Banka with mediation of DnB NOR Bank ASA has issued a stand by letter of credit in the amount of USD
9,500 thousand in favour of ASUS Technology PTE LTD. The letter of credit serves as a partial security of A/S ELKO GRUPA
purchases on credit to ASUS Technology PTE LTD. During February 2009 guarantee was reduced till USD 3,500 thousands.

All assets of JSC ELKO GRUPA has pledged as security in favour of A/S DnB NORD Banka.

For pledges see Note 6, Note 7, Note 8, Note 9 and Note 13.
27. Subsequent events

There are no subsequent events except for the ones mentioned in the financial statement since the last date of the reporting
year, which wouid have a significant effect on the financial position of the Group as at 31 December 2008,
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INDEPENDENT AUDITOR'S REPORT
To the shareholders of AS Elko Grupa

Report on the Financial Statements

We have audited the accompanying 2008 consolidated financial statements of AS Elko Grupa, and its subsidiaries (the “Group™), which
are set out on pages 4 through 36 and which comprise the consolidated balance sheet as at 31 December 2008, the consolidated
statements of income, changes in equity and consolidated cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Management's Responsibility for the Financial Statements

The Group's management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, as adopted by EU. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity's preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above give a true and fair view of the financial position of the Group as of
31 December 2008, and of its financial performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards, as adopted by EU,

Emphasis of Matter
Without qualifying our opinion, we draw attention to Note 3.1 to the consolidated financial statements which indicate legisiative risk of the

Group in relation to its export of products into Russia and Ukraine. The going concern of the Group and its financial position and
financial performance may significantly be affected by future changes in interpretation and enforcement of tax legislation by the Russian
or Ukrainian tax authorities
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