COMPANY'S ANNUAL REPORT

(according to the requirements provided by the Decree No. 17

issued by the Federal Securities Market Commission on 31.05.2002)

Company's main activities are:

· construction and operation of handling terminals;

· provision of cargo storage and handling services;

· design and construction, maintenance activities.

1. Interest bargains.

Following the resolution produced by the founders of the Azovproduct Corporation, the Corporation spent the year 2008 performing technical re-equipment and re-construction of the terminal for storage and handling of light oils, such as diesel fuel, gas condensate, and various kinds of benzines. The technical re-equipment was mainly completed in the month of November. Thus, the annual production capacity of the terminal for storage and handling of oil products grew up to 600,000 tons.

In 2008, in order to reimburse the expenses required for its activities, the Azovproduct Corporation let on lease a portion of its premises to the Azov Shipyard Corporation and the Azovtransflot Corporation.

The lease proceeds obtained by the Azovproduct Corporation from those tenants in 2008 amounted to RUR 2,216,412.88 (incl. VAT of RUR 338,096.45).

Those proceeds allowed the Azovproduct Corporation to refund the VAT amounting to RUR 11,290,292 that was paid for purchasing goods, materials and services from the local budget.

3. The major deals concluded by Azovproduct.

Resulting from the resolution on technical re-equipment of the terminal, the following contracts were concluded for the terminal re-construction:

	12.12.2007
	Contract No. 2349 with PischeAgroStroyProject Co.: design activities for technical re-equipment
	RUR 5,250,000

	04.03.2008
	Contract No. 06-08 and also further addenda with Montage-Service Corp.: construction and installation activities
	RUR 57,444,709.24

	06.06.2008
	Contract No. 03/08 and also further addenda: the electrical section of the project
	RUR 6,363,505.06

	06.06.2008
	Contract No. 129-06/2008 and also further addendum with BPA Co., Ltd.: project automation activities
	RUR 6,222,000

	01.06.2008
	Contract No. 361 with Yugtechelectro Co., Ltd.:

purchasing electrical materials
	RUR 2,764,966.41

	30.05.2008
	Contract No. 39-0 with DON-INK Co., Ltd.: setting the norms of discharges into the atmosphere
	RUR 530,000

	03.06.2008
	Contract No. 30 and also further addenda with the Spetsmontage Co., Ltd.: construction and installation activities
	RUR 9,063,180

	
	Contract No. 26-01 and No. 13915 with the Insurance and Reinsurance Company
	RUR 1,152,885

	24.07.2008
	Contract No. 56 with Electro-Vid Co., Ltd.: purchasing electrical materials
	RUR 756,944

	28.05.2008
	Contract No. 28-05 with AutoStroyService Co., Ltd.: construction and installation activities
	RUR 10,495,142.59

	15.02.2007
	Contract No. 12-07 and No. 08-39 dd. 01.09.2008 with Anker Co., Ltd.: designing activities for the plan of measures for prevention and elimination of oil products spillage
	RUR 444,000

	03.09.2008
	Contracts No. 22/9 with LarnTechnologies Co., Ltd.: purchasing slick bars, anchor systems, and skimmers
	RUR 840,700


The abovementioned contracts were signed under the approval given by the Chairman of the Directors' Board, Mr. Gian Luigi Triboldi, over the phone and in writing.

In 2008, under the loan agreements concluded with Decal España, the Azovproduct Corporation received the amount of EUR 4,119,750 on the following conditions:

· target-oriented use of the borrowed funds: financing the construction and technical re-equipment of the terminal complex in the Rostov Region;

· the interest rate under the agreement is 12-month EURO LIBOR rate as of the 2nd business day preceding the 1st day of the interest charging period, published on the official website of the Central Bank of Spain, plus 8%;

· penalties for Borrower's delay of payments due under the agreement: 12-month EURO LIBOR rate as of the 2nd business day preceding the date of Lender's first advance, published on the official website of the Central Bank of Spain, plus 2%.

Under the agreement concluded on 05.03.2004 with Decal Italia, the Azovproduct Corporation received the amount of EUR 638,000 making the total of EUR 4,755,750 on the following conditions:

· target-oriented use of the borrowed funds: financing the construction of the terminal complex in Azov, Rostov Region;

· the interest rate under the agreement is the 6-month EURO LIBOR rate published in the Financial Times, as of two business days prior to the first day of charging the interest, plus 0.7%;

· penalties for Borrower's delay of payments due under the agreement: 6-month EURO LIBOR rate published in the abovementioned source of information, as of two business days prior to the date of Lender's first tranche under the agreement, plus 2%;

· the principal debt return term is 7 (seven) years since Borrower receives the first tranche.

The total amount of the principal debt is equal to EUR 27,249,948.

The total interest charged is equal to EUR 4,030,740.97 (in 2008 – EUR 1,347,655.069).

As of 31.12.2008, the total amount of the interest paid, including that under the loan agreements concluded earlier with Decal S.A., is equal to: EUR 3,173,546.23 (in 2008 – EUR 1,111,916.89).

As of 31.12.2008, the total amount of the debt to be returned to Decal S.A. and Decal España is equal to: EUR 27,249,948.00 – the principal debt; EUR 857,194.74 – the interest charged.

If converted into Russian rubles, using the exchange rate of the Central Bank of Russia published on 31.12.2008, the total debt amounts to RUR 830,547,549.77.

4. The members of the Directors' Board (Supervisory Board) – in accordance with the Protocol of the Annual General Assembly of the Shareholders)

In 2008, the members of the Directors' Board (Supervisory Board) of the Azovproduct Corporation were:

Mr. Gian Luigi Triboldi,

Mr. Simone Triboldi,

Mr. Secondo Triboldi,

Mr. A. Kudelya,

Mr. G. Sevostianov.

V. Ischenko,

Acting Director General

L. Rusakova,

Chief Accountant

