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AUDIT REPORT

ON THE 2007 FINANCIAL (ACCOUNTING) STATEMENTS

To: shareholders of the audited company

AUDITED ENTITY:

Name: Azovproduct Corp.

Location: 3 Portovy Proezd, Azov, Rostov Region, 346780

Audited Company Info: Registration Number: 1026101793255; TIN: 6140015583; KPP: 614001001

We have conducted the audit of the financial (accounting) statements attached herewith of the abovementioned company (hereinafter – the Company) for the period from January 1 to December 31, 2007, inclusively. The financial (accounting) statements consist of the following documents:

· Balance Sheet (Form 1) as of December 31, 2007;

· Profit and Loss Account (Form 2) for the period from January 1 to December 31, 2007;

· Capital Changes Statement (Form 3) for the period from January 1 to December 31, 2007;

· Cash Flow Statement (Form 4) for the period from January 1 to December 31, 2007;

· Balance Sheet Annex (Form 5) for the period from January 1 to December 31, 2007;

· 2007 Annual Explanatory Note.

The responsibility for preparation and submittal of these financial (accounting) statements is borne by the Executive Body of the Company. Our responsibility is to express our opinion on the credibility of these statements in all their significant aspects, and on the compliance of the accounting procedures with the legislation of the Russian Federation, basing on the performed audit. We have conducted the audit in accordance with:

1. Auditing Activities Federal Law No. 119-FZ issued on 07.08.2001;

2. Normative decrees issued by the Department for Auditing Activities Regulations and Licensing of the Ministry of Finances of the Russian Federation;

3. Federal Regulations (Standards) for Auditing Activities, approved under Decree No. 696 issued by the Federal Government of the Russian Federation on 23.09.2002 and Decree No. 405 issued by the Federal Government of the Russian Federation on 04.07.2003:

3.1. Regulation (Standard) 1 – Goals and Basic Principles of Financial (Accounting) Statements Auditing;

3.2. Regulation (Standard) 2 – Auditing Documentation;

3.3. Regulation (Standard) 3 – Auditing Planning;

3.4. Regulation (Standard) 4 – Significance in Auditing;

3.5. Regulation (Standard) 5 – Auditing Proofs;

3.6. Regulation (Standard) 6 – Audit Report on Financial (Accounting) Statements;

3.7. Regulation (Standard) 7 – Internal Auditing Quality Control;

3.8. Regulation (Standard) 8 – Auditing Risks Estimation and Internal Control by the Audited Entity;

3.9. Regulation (Standard) 9 – Affiliated Entities;

3.10. Regulation (Standard) 10 – Events After Reported Date;

3.11. Regulation (Standard) 11 – Applicability of the Audited Entity's Uninterrupted Activity Allowance;

4. Internal Regulations (Standards) for Auditing Activities by the National Federation of Consultants and Auditors;

5. Regulations (Standards) for Auditor's Auditing Activities:

5.1. Regulation (Standard) 1 – Goals and Basic Principles of Financial (Accounting) Statements Auditing;

5.2. Regulation (Standard) 2 – Auditing Documentation;

5.3. Standard 2 Annex – Auditing Documentation, Minimal Auditing Documentation Kit Required for Official Audit Report Preparation;

5.4. Standard 2 Annex – Auditing Documentation, Audit Working Papers:

5.4.1. Audit of Accounting Politics;

5.4.2. Audit of Settling with Founders;

5.4.3. Audit of Chartered Capital;

5.4.4. Audit of Capital Reserves;

5.4.5. Audit of Extra Capital;

5.4.6. Audit of Unappropriated Profits (Unsecured Losses);

5.4.7. Audit of Targeted Finances;

5.4.8. Audit of Fixed Assets;

5.4.9. Audit of Intangible Assets;

5.4.10. Audit of Finished Products and Goods;

5.4.11. Audit of Materials;

5.4.12. Audit of Incomplete Construction;

5.4.13. Audit of Deferrals;

5.4.14. Audit of Cash Transactions;

5.4.15. Audit of Remunerative Investments;

5.4.16. Audit of Settlement Accounts Transactions;

5.4.17. Audit of Currency Accounts Transactions;

5.4.18. Audit of Cash Assets in Transit;

5.4.19. Audit of Settling with Advance Holders;

5.4.20. Audit of Settling for Joint Activities;

5.4.21. Audit of Settling for Claims and Material Losses Reimbursements;

5.4.22. Audit of Settling for Labour Remuneration;

5.4.23. Audit of Settling with Suppliers and Contractors, Buyers and Customers, Debtors and Creditors;

5.4.24. Audit of Accounting Expenses;

5.4.25. Audit of Expenses for Profits Taxation;

5.4.26. Audit of Settling for Taxation: Profit Tax;

5.4.27. Audit of Settling for Taxation: VAT;

5.4.28. Audit of Settling for Other Taxes;

5.4.29. Audit of Off-Balance Accounts;

5.4.30. Audit of Accounting and Accounting Reports Conditions and Structure;

5.5. Standard 2 Annex – Auditing Documentation, Internal Standard Control Tests:

5.5.1. Internal Control Test – Capital, Funds, and Reserves;

5.5.2. Internal Control Test – Fixed Assets;

5.5.3. Internal Control Test – Non-Monetary Assets;

5.5.4. Internal Control Test – Cash Transactions;

5.5.5. Internal Control Test – Advance Holders;

5.5.6. Internal Control Test – Accounting of Production Costs;

5.5.7. Internal Control Test – Profit Tax;

5.5.8. Internal Control Test – Settling with Suppliers and Contractors;

5.5.9. Internal Control Test – Settling with Buyers;

5.5.10. Internal Control Test – Financial Investments;

5.5.11. Internal Control Test – Value-Added Tax

5.5.12. Internal Control Test – Settling for Labour Remuneration;

5.5.13. Internal Control Test – Bank Accounts Transactions;

5.5.14. Internal Control Test – Selling Products (Goods, Services) and Other Sales;

5.6. Regulation (Standard) 3 – Auditing Planning;

5.7. Regulation (Standard) 4 – Significance in Auditing;

5.8. Regulation (Standard) 5 – Auditing Proofs;

5.9. Regulation (Standard) 6 – Audit Report on Financial (Accounting) Statements;

5.10. Regulation (Standard) 7 – Internal Auditing Quality Control;

5.11. Regulation (Standard) 8 – Auditor's Written Information (Report) on Auditing Results to Entity's Management;

5.12. Regulation (Standard) 9 – Auditing Risks Estimation and Internal Control by the Audited Entity;

5.13. Regulation (Standard) 10 – Affiliated Entities;

5.14. Regulation (Standard) 11 – Events After Reported Date;

5.15. Regulation (Standard) 12 – Applicability of the Audited Entity's Uninterrupted Activity Allowance.

The auditing was planned and conducted in the way providing the reasonable certainty about the fact the financial (accounting) statements do not contain any significant distortions. The auditing was selective and included examination based on testing the proofs confirming the figures provided in the financial (accounting) statements and disclosure of the information on the financial and economical activities, appraisal of the observance of the accounting rules and principles used for preparation of the financial (accounting) statements, examination of the essential ratable values obtained by the audited entity's management, and appraisal of the financial (accounting) statements presentation.

We suppose that the audit we have conducted provides sufficient grounds for expressing an opinion that the presented financial (accounting) statements are credible and the accounting procedures comply with the legislation of the Russian Federation.

In our opinion, the financial (accounting) statements attached to this Audit Report provide a description of the financial conditions of the Azovproduct Corporation, which is credible in every significant aspect, as of December 31, 2007.

____________________, 2008

O. Veretelnik,

Director General,

PhD in Economics

(Auditor's Qualification Certificate K 01606

issued by Ministry of Finances of Russia on 24.06.2004)

signature

T. Rykovskova,

Auditor

(Auditor's Qualification Certificate No. K 000442

issued under Protocol No. 70

of Ministry of Finances of Russia, dd. 29.07.1999


signature
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