Information for Quarter 3, 2009
Risks related to interest rate fluctuations

Under the environment of a global financial crisis, there is a high probability of increased interest rates in the RF. However, interest rate fluctuations will not produce a significant impact on the Issuer’s financial and business operations as the share of credit facilities and loans in the pattern of funding source and the share of expenses for availability of borrowed funds in the total amount of the Issuer’s expenses are insignificant.

Inflation risk

The Russian economic situation features high inflation rates. A table below shows a data on annual inflation indices for a period of 31.12.1999 through 30.09.2009.

	Period
	Inflation for period*

	9  months 2009
     
	10.6%

	2008
	13.3%

	2007
	11.9%

	2006
	9.0%

	2005
	10.9%

	2004
	11.7%

	2003
	12.0%

	2002
	15.1%

	2001
	18.6%

	2000
	20.1%

	1999
	36.5%


* as per a data of the RF Federal State Statistics Service (Rosstat).
Following the 1998 crisis, the inflation rates decreased to achieve 9.0% in 2006, after which an increase was observed. As per the 2008 results, the inflation rate amounted to 13.3% and, subject to effects of the global financial crisis, some growth of the figure is forecasted for 2009.
In case of growing inflation rates, the actual cost of interest payments decreases under the liabilities in national currency that is beneficial to the Issuer. At the same time, a percentage of the Issuer’s expenses depend on the general price levels in Russia – for instance, salary and wages. In general, the impact of inflation factors on the Issuer’s financial stability seems to be insignificant in future.
When inflation rates grow, the Issuer plans to optimize management of accounts receivable and costs, increase the turnover of current assets, while beneficial payment terms with suppliers are maintained.
An inflation rate in excess of 20% per annum is critical for the Company given the production cycle duration. As per the Issuer’s estimates, the inflation growth probability in Russia within the above limits in a middle run is low due to the declared intentions of the RF Government and the RF Central Bank to pursue anti-inflation policies.
Under those circumstances, a probability of the Issuer’s nonperformance of its obligations under securities is low in real monetary terms.
Risks related to foreign currency exchange rates

The Issuer carries out financial and business operations only in the domestic market, and makes no payment in foreign currency. In this view, there is no exposure of the Issuer’s financial condition, the Issuer’s liquidity, and the Issuer’s business results to foreign currency exchange rates.

Exposure of figures in the Issuer’s financial statements prepared under Russian Accounting Standards to an impact of the financial risks

The following figures in financial statements are most exposed to fluctuations resulting from an impact of the financial risks:
- accounts receivable – extended turnover periods;
- accounts payable – extended turnover periods;
- cash – reduced available cash;
- reduced operating profits.

Those risks can be minimized in the following ways:
- development of the Company’s unified financial policies;
- formulation of the Company’s borrowing policies, including raising of borrowed resources to eliminate cash gaps;
- formulation of budget policies and strict performance under an income and expenditure plan;
- optimization of cash flows through a tightened financial discipline;
- analysis of financial operations in order to develop proposals concerning increased profitability and improved returns, saving of financial resources, and improvement of the Company’s financial stability;
- optimization of cost management through reduced expenses;
- everyday monitoring and claim administration in respect of accounts receivable;
- establishment of the Company’s in-house financial ratios in the course of formulating a development strategy and implementation policies for various aspects of financial operations;
- maintenance of corporate controls over the Issuer’s financial and business operations.

