


Board of Directors

Top row

Neil Balfour
Richard Spinks
Konrad Nowicki
Gerald Howarth

Second row
Stephen Pickup
Ben Adams
Laurence Holyoake

Neil Balfour

Non-Executive Chairman, aged 64

Mr Balfour is an Oxford MA, Barrister at Law and a former
member of the European Parliament (1979-84). His early
career was in merchant banking at Baring Brothers & Co
(1969-74) and European Banking Company Ltd (1974-83)
where his responsibilities were in international corporate
governance. Since 1990 Mr Balfour has concentrated his
activities in central Europe particularly in Poland, having
created a number of funds in the fields of private equity,
privatisation and property. He created and served as
Chairman of KP Konsorcjum, the manager of one of the
most successful of Poland’s 15 National Investment Funds.
In 1999 Mr Balfour introduced the Spanish group Acciona
to Poland’s construction and energy sectors and served for
two years as President of Mostostal Warszawa SA, Acciona’s
listed affiliate in Poland. In 2005, he founded Mermaid
Properties, a private real estate investment and development
company in Poland, managing assets with development
values of over $250 million, of which he retains the
controlling ownership interest.

Richard Spinks

Chief Executive, aged 42

Mr Spinks is one of the Founders of the Group. He has
extensive experience in eastern Europe with 15 years spent
predominantly in Poland, the Baltic States, Russia and Ukraine.
Previously, after approximately five years in the Royal Air
Force, Mr Spinks was a director of business development

at Lycos Bertelsmann GmbH. After founding vavo.com

(an internet portal aimed at the over 45s), Mr Spinks moved
to Poland to act as director for central and eastern Europe
of British Seafood Group (2002-2005), with responsibility
for frozen food products. Mr Spinks speaks fluent Russian,
Ukrainian, Polish and Spanish and lives in Ukraine.
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Stephen Pickup

Chief Financial Officer, aged 34

Mr Pickup has 10 years of experience in investment banking
and company management, including five years in mergers
and acquisitions at Deutsche Bank in London and Hong Kong.
He has lived and worked in emerging markets for much of the
last 15 years and splits his time between the UK and Ukraine.
Stephen holds an MBA from INSEAD and speaks Russian,
Chinese and French. Stephen was appointed to the Board

in September 2008.

Konrad Nowicki

Managing Director Ukraine, aged 28

Mr Nowicki was educated at Warsaw School of Economics
with a Master of Arts in Banking and Finance and is one

of the Founders of the Group. With a background in finance,
Mr Nowicki has worked with the other Founders on the
business for three years and has a strong local knowledge.
Mr Nowicki is fluent in Polish, English and Russian and

is based in Ukraine.

Ben Adams

Farming Director, aged 38

Mr Adams has 14 years of international operational and
management experience in farming businesses. He joined
Landkom in March 2008 and was appointed to the Board

in February 2009. Previously, Ben worked as Group Project
Manager and Senior Site Manager for Gilmac in Australia
and prior to that held senior farming positions at Almarai

in Saudi Arabia. Ben has a National Certificate in Agriculture
from Gurteen Agricultural College in Ireland, and certificates
in Farm Management and Farm Husbandry from Cork Farm
Centre. Mr Adams is based in Ukraine.

Gerald Howarth

Non-Executive Director, aged 61

After graduating from Southampton University (BA, English),

Mr Howarth worked in international banking in the City

of London, latterly for Standard Chartered Bank, where

he was responsible for syndicated lending, before being

elected to Parliament as the MP for Cannock & Burntwood,

Staffordshire, in 1983. He was Parliamentary Private Secretary

to the Energy Minister in 1987-1989 and to The Rt Hon
Margaret T%otcher MP in 1991-1992. In 1992 he lost his seat

and established a public affairs company with Lord Parkinson

before returning to Parliament as the MP for Aldershot in 1997.

He served on the Home Affairs Select Committee 1997-2001

and on the Defence Select Committee 2001-2003. Since

2002 Mr Howarth has served as Shadow Defence Minister

with responsibility for defence procurement and the RAF.

He has also acted as a consultant to the coal producers’

organisation, Coalpro, and is currently an advisor to the

Consumer Credit Association.

Laurence Holyoake

Non-Executive Director, aged 41

Mr Holyoake has over 15 years of banking and investment
experience in Asia, north America and Europe. He worked
initially with Barclays in London and then the leading global
inter broker dealers CMTS and Inter Capital in Hong Kong.
He co-founded the British Seafood Group in 1995 and

in 2001 became Group Managing Director. From 2005

to 2007 Laurence was instrumental in re-energising and
significantly building BGC Partners’ US interest rate
derivative market business.
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Directors’ report

The Directors submit their report and the consolidated financial
statements of Landkom International Plc for the year ended

31 December 2008.

Landkom International Plc is a public listed company,
incorporated and domiciled in the Isle of Man and quoted

on AIM.

Principal activities

The principal activities during the year were the acquisition
of land leases in Ukraine for the planting and distribution
of arable crops for the bio fuel and food markets.

Results

The Group trading loss for the year after taxation was
$55,976,000 (2007: $1,324,000).

Dividend
The Directors do not recommend payment of a dividend.

Business review and future developments
This is discussed in the Chairman’s statement and
Chief Executive Officer’s review.

Directors
The following Directors have held office since 1 January 2008:

Date of appointment

Richard Spinks

Keith Dawson (resigned 28 April 2008)
Neil Balfour

David Mackie (resigned 10 February 2009)
Gerald Howarth

Konrad Nowicki

Warwick Smith (resigned 3 September 2008)
Laurence Holyoake
Stephen Pickup
Ben Adams

8 April 2008
8 April 2008
3 September 2008
10 February 2009

Share capital

Full details of the authorised and issued share capital of the
Company, including movements in the period, are set out
in note 21 to the financial statements.

The ordinary issued shares of Landkom International Plc
were increased by 40,000,000 shares in March 2009.
The additional shares were issued by way of a placing
at 12p per share.
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Substantial shareholdings

At 31 March 2009 the Company had been notified of the
following interests amounting to 3% or more of the Company’s
issued share capital:

Hunter Hall Investment Management Ltd 18.1%
Odey Asset Management LLP 8.5%
Invesco 8.6%
UBS Investment Bank 8.3%
Glenn Tempan 5.5%
Konrad Nowicli 5.3%
Richard Spinks 4.8%

Employees

The Group's employees are its most important asset. Our policy
is to employ the best people, irrespective of race, gender,
nationality, disability or sexual preferences. Consultation with
employees or their representatives occurs at all levels, with

the aim of ensuring their views are taken into account when
decisions are made that are likely to affect their interests.

Financial risk management

Information in respect of the financial risk management
objectives and policies of the Group, including the polic

for hedging each major type of forecasted transactions K)r
which hedge accounting is used and the exposure of the
Group to market risk, credit risk, liquidity risE and cash flow
risk is contained in note 3 to the financial statements.

Research and development

The Group has retained the services of SAC Commercial
Limited to provide agronomy crop science services.
Development work has also been ongoing in the development
of mapping facilities to accurately analyse the Group's land
bank, plan farming operations and implement farming plans.

Disabled employees

Applications for employment by disabled persons are given
fuﬁ and fair consideration for all vacancies, having regard
to their particular aptitudes and abilities. In the event that an
employee becomes disabled, every effort is made to retrain
them in order that their employment with the Group may
continue. Landkom employs a number of disabled persons in
Ukraine in compliance with Ukraine employment regulations.
On 31 December 2008 the Group employed 11 disabled
persons (2007: 8 disabled persons).

Environmental policy

Maintaining and improving the quality of the environment
in which we live is an important concern for the Group, our
staff, customers, suppliers, sub-contractors and communities
in which we operate. We have adopted high standards of
environmental practices and aim to minimise our impact

on the environment wherever possible.



Health and safety

The Group recognises the importance of maintaining high
standards of health and safety for everyone working within
our business and also for anyone who may be affected by
our businesses. Health and Safety is of particular importance
to our employees. Consequently, each of our Farm Managers
has appointed Health and Safety workers.

Post balance sheet events
Post balance sheet events are described in note 35 to the
financial statements.

Third party indemnity provision for Directors
Qualifying third party indemnity provision was in place for
the benefit of all Directors of the Company for the year.

Auditor

The Directors have resolved that Baker Tilly UK Audit LLP

be re-appointed auditor. Baker Tilly UK Audit LLP has indicated
its willingness to continue in office.

Statement of disclosure of information to auditors
The Directors who were in office on the date of approval

of the financial statements have confirmed that, as far as
they are aware, there is no relevant audit information of
which the auditors are unaware. Each of the Directors have
confirmed that they have taken all steps that they ought to
have taken as Directors in order to make themselves aware
of any relevant audit information and to establish that it has
been communicated to the Auditor.

Electronic communication

The maintenance and integrity of the Landkom International Plc
website is the responsibility of the Directors; the work carried
out by the Auditors does not involve consideration of these
matters and accordingly, the Auditors accept no responsibility
for any changes that may have occurred to the financial
statements since they were initially presented on the website.

The Company’s website is maintained in compliance with
AIM Rule 26.

Legislation in the United Kingdom governing the Freporation
and dissemination of financial statements may ditfer from
legislation in other jurisdictions.

By order of the Board
Stephen Pickup

Chief Financial Officer
26 May 2009
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Corporate governance statement

The policy of the Board is to manage the affairs of the Group
having regard to the principles of the Combined Code on
Corporate Governance best practice. This statement describes
how the principles of corporate governance are applied fo the
Group given the Group's size and the stage of development

of the Group and its listing on the Alternative Investment Market.

The Board of Directors
The Group is led by the Board comprising four Executive
Directors and two Non-Executive Directors.

Board meetings are held on a regular basis and no decision
of any consequence is made other than by the Directors.

All Directors participate in the key areas of decision making.
The Board receives timely information on all material aspects
about the Group to enable it to discharge its duties.

All Directors submit themselves for re-election at the Annual
General Meeting.

Directors remuneration

The Company has established a Remuneration Committee
the members of which and the activities of the committee
are detailed in the Remuneration Report.

Details of the remuneration of each Director are set out
in the Remuneration Report.

Accountability and audit

The Company has established an Audit Committee. The
Chairman and Non-Executive Directors are responsible for
reviewing the scope and results of the audit, its cost-
effectiveness and the independence and objectivity of the
Auditors. A formal Statement of Independence is received
from the external Auditor each year.

Internal controls

The Board acknowledges its responsibility for establishing
and monitoring the Group's systems of internal control.
Although no system of internal control can provide absolute
assurance against material misstatement or loss, the Group's
systems are designed to provide the Directors with reasonable
assurance that problems are identified on a timely basis

and dealt with appropriately.

The key procedures that have been established and which
are designed to provide effective control are as follows:

* Management structure — The Board meets regularly to
discuss all issues affecting the Group

® Investment appraisal — The Group has a clearly defined
framework for investment appraisal and approval is
required by the Board, where appropriate
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The Board regularly reviews the effectiveness of the systems
of internal control and considers the major business risks and
the control environment. No significant control deficiencies
have come to light during the year and no weaknesses in
internal financial control have resulted in any material losses,
contingencies or uncertainties, which would require disclosure
as recommended by the guidance for Directors on reporting
on internal finonciorcontrol.

The Board considers that in light of the control environment
described above, there is no current requirement for a separate
internal audit function. The Board will continue to review the
need to put in place an internal audit function.

Relations with shareholders

The Chairman is the Company’s principal spokesperson
with investors, fund managers, the press and other interested
parties. At the Annual General Meeting, private investors
are given the opportunity to question the Board.

Going concern

Having made appropriate enquiries and having examined
the major areas which could affect the Group's financial
position, the Directors are satisfied that the Group has
adequate resources to continue in operation until forecasted
harvest revenues are generated in the summer of 2009.
Subsequent continued operations are reliant upon the harvest
of biological assets which could be damaged or destroyed by
unforeseen circumstances such as adverse weather conditions.
The Directors are satisfied that the condition of the biological
asset at the date of signing of these financial statements is
sufficient o adopt the Going Concern basis in the preparation
of the financial statements.



Remuneration report

The Group has a Remuneration Committee consisting of the
Chairman and the Non-Executive Directors.

The Chairman and Non-Executive Directors are responsible
for the consideration and approval of the terms of service,
remuneration, bonuses, share options and other benefits

of the other Directors. All decisions are made after giving
due consideration fo the size and nature of the business and
the importance of retaining and motivating management.

The Committee will meet at least once a year and at other
times as appropriate.

Directors’ contracts and letters of appointment

Date Notice
of contract period
Executive Directors:
Richard Spinks 1 Sept 2007 12 months
Konrad Nowicki 1 Sept 2007 6 months
Stephen Pickup 1 June 2008 6 months
Ben Adams 16 May 2008 6 months
Warwick Smith
(resigned 3 Sept 2008) 8 April 2008 12 months
Keith Dawson
(resigned 28 April 2008) 1 Sept 2007 6 months
Non-Executive Directors:
Neil Balfour 15 Oct 2007 3 months
David Mackie
(resigned 10 February 2009) 15 Oct 2007 3 months
Gerald Howarth 15 Oct 2007 3 months
Laurence Holyoake 8 Feb 2008 3 months

Directors’ emoluments
The aggregate emoluments of the Directors of the Group,
who served during the year, were as follows:

Salaries Bonuses Benefits Total
$000 $000 $000 $000
2008 2008 2008 2008

Executive Directors:
Richard Spinks* 286 - 5 291
Konrad Nowicki* 239 - - 239
Keith Dawson (resigned) 49 - - 49
Woarwick Smith (resigned) 82 - - 82
Stephen Pickup 89 - 1 90
745 - 6 751

Non-Executive Directors:

Neil Balfour 78 - - 78
David Mackie (resigned) 56 - - 56
Gerald Howarth 56 - - 56
Laurence Holyoake 46 - 9 55
236 - 9 245

Total Directors
emoluments 981 - 15 996

* Richard Spinks and Konrad Nowicki elected to defer

50% of their salaries for the period from November 2008 to
September 2009 to be paid after the completion of harvesting
operations in 2009.

During the year compensation for loss of office was paid
to Keith Dawson and Warwick Smith amounting to $74,000
and $199,000 respectively.

Emoluments for the Directors for the 8 month period ending
31 December 2007:

Salaries Bonuses Benefits Total
$000 $000 $000 $000
2007 2007 2007 2007
Executive Directors:
Gregory Coates (resigned) - - - -
Heather Kent (resigned) - - - -
Richard Spinks 141 - - 141
Konrad Nowicki 42 - - 42
Keith Dawson (resigned) 51 - - 51
Glen Tempany (resigned) 91 - - 91
David Guest (resigned) 88 - - 88
413 - - 413
Non-Executive Directors:
Neil Balfour 19 - - 19
David Mackie 13 - - 13
Gerald Howarth 13 - - 13
45 - - 45
Total Directors
emoluments 458 - - 458
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Remuneration report

continued

Directors’ interest in share options
Director’s interests in share options of the Company as at 31 December 2008 were as follows:

Balance at Granted Lapsed/ Balance at Date from
31 Dec during cancelled 31 Dec Date of which Expiry Exercise
Name of participant 2007 year during year 2008 grant exercisable date price
Keith Dawson 630,695 - - 630,695 22Nov07 22 Nov08 22 Nov 12 52p
630,695 - 630,695 - 22Nov07 22Nov09 22 Nov 13 65p
630,695 - 630,695 — 22Nov07 22Nov 10 22 Nov 14 78p
Neil Balfour 567,625 - - 567,625 22 Nov07 22 Nov08 22 Nov 12 52p
567,625 - - 567,625 22Nov07 22Nov09 22Nov 13 65p
567,625 - - 567,625 22Nov07 22Nov 10 22 Nov 14 78p
David Mackie 409,952 - - 409952 22 Nov07 22 Nov08 22 Nov 12 52p
409,952 - - 409952 22 Nov07 22Nov09 22 Nov 13 65p
409,952 - - 409952 22Nov07 22Nov 10 22 Nov 14 78p
Gerald Howarth 409,952 - - 409952 22Nov07 22 Nov08 22 Nov 12 52p
409,952 - - 409952 22 Nov 07 22 Nov0?9 22 Nov 13 65p
409,952 - - 409952 22Nov07 22Nov 10 22 Nov 14 78p
Laurence Holyoake - 409,952 - 409952  10Jun08 10Jun 09  10Jun 14 86p
- 409,952 - 409952  10Jun08  10Jun 10 10Jun 15 108p
- 409952 - 409952 10 Jun 08 10 Jun 11 10 Jun 16 129p
Warwick Smith 630,695 - - 630,695 22 Nov07 22Nov08 22 Nov 12 52p
630,695 - - 630,695 22Nov07 22Nov0?9 22Nov 13 65p
630,695 - - 630,695 22Nov07 22Nov 10 22 Nov 14 78p
Stephen Pickup - 666,667 - 666,667 29Sep08 29 Sep09 29 Sep 14 30p
666,667 - 666,667 29 Sep 08 29 Sep 10 29 Sep 15 30p
- 666,667 - 666,667 29 Sep 08 29 Sep 11 29 Sep 16 30p
Konrad Nowicki - 250,000 - 250,000 29 Sep08 29 Sep 09 29 Sep 14 30p
- 250,000 - 250,000 293ep 08 29 Sep 10 29 Sep 15 30p
- 250,000 - 250,000 29Sep08 29 Sep 11 29 Sep 16 30p
Richard Spinks - 333,333 - 333,333 29Sep08 29Sep09 29 Sep 14 30p
- 333,333 - 333,333 29Sep 08 29 Sep 10 29 Sep 15 30p
333,333 - 333,333 29Sep 08 29 Sep 11 29 Sep 16 30p

7946,757 4979856 1,261,390 11,665,223

The closin% price of Landkom International Plc shares at 31 December 2008 was 11.25p. During the period the Company’s
ares ranged from 9p to 105p. In addition to the share options granted to the Directors the following have been

or incgl s
granted to other employees within the

roup.

Balance at Granted Lapsed/ Balance at Date from
31 Dec during cancelled 31 Dec Date of which Expiry  Exercise
2007 year during year 2008 grant exercisable date price
1,198,323 - 263,746 934,577 22Nov07 22 Nov08 22 Nov 12 52p
1,198,324 - 693,766 504,558 22 Nov 07 22 Nov09 22 Nov 13 65p
1,198,324 - 693,766 504,558 22 Nov07 22Nov10 22 Nov 14 78p
- 315,347 - 315347 O08Feb08 08Feb09 08 Feb 14 80p
- 315,347 - 315347 O08Feb08 08Feb 10 08Feb 15 100p
- 315,348 - 315348 O08Feb08 O08Feb 11 08Feb 16 120p
- 1,400,000 - 1,400,000 29Sep08 29 Sep 09 29 Sep 14 30p
- 1,400,000 - 1,400,000 29 Sep08 29Sep 10 29 Sep 15 30p
- 1,400,000 - 1,400,000 29Sep08 29Sep 11 29 Sep 16 30p

3,594,971  5146,042 1,651,278 7,089,735

’

The Compan

s Remuneration Committee is responsible for the administration of the share option scheme. The rules of the

scheme are the same for both Directors and employees. The share options granted will vest in three tranches on the anniversary
of the grant for each of the three years ending after the date of the grant.

The total share options in issue of 18,754,958 represented 9.4% of the issued share capital of 200,008,935 shares at

31 December 2008.
On behalf of the Board

Gerald Howarth

Chairman of the Remuneration Committee

26 May 2009
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Statement of Directors’ responsibilities

The Directors are responsible for preparing the annual report
and financial statements in accordance with applicable laws
and regulations.

The Directors are required to prepare group financial
statements in accordance with International Financial Reporting
Standards ('IFRS’) as adopted by the European Union.

The group financial statements are required by IFRS as
adopted by the European Union to present fairly the financial
position and performance of the Group; applicable law
provides in relation to the financial statements that references
to the financial statements giving a true and fair view are
references to their achieving a fair presentation.

The Directors must not approve the financial statements unless
they are satisfied that they give a true and fair view of the state
of the affairs of the group.

In preparing the group financial statements, the Directors are
required to:

a. select suitable accounting policies and then apply them
consistently;

b. make judgements and estimates that are reasonable and
prudent;

c. state whether they have been prepared in accordance with
IFRS adopted by the European Union subject to any material
departures discK)sed and explained in the Group Financial
Statements; and

d. prepare the group financial statements on the Going
Concern basis unless it is inappropriate to presume that
the Group will continue in business.

The Directors are responsible for keeping proper accounting
records, which disclose with reasonable accuracy at any time
the financial position of the Group. They are also responsible
for safeguarding the assets of the Group and hence E)r taking
reasonable steps for the prevention and detection of fraud
and other irregularities.

The Directors are also responsible for the maintenance and
integrity of the corEorote and financial information included
on the Group's website.
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Independent Auditor’s report to members
of Landkom International PLC

We have audited the non statutory group financial statements
of Landkom International Plc for the year ended 31 December
2008 which comprise the consolidated income statement,

the consolidated balance sheet, the consolidated cash flow
statement, the consolidated statement of changes in equity and
the related notes. These non statutory financial statements have
been prepared under the accounting policies set out therein.

This report is made solely to the company’s members, as

a body in accordance with our engagement letter with the
company dated 27 February 2008. Our audit work has been
undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone
other than the company and the company’s members as

a body, for our audit work, for this report, or for the opinions
we have formed.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report,
and the group financial statements in accordance with
applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union (“EU”)
are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the non statutory financial
statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK
and Ireland).

We report fo you our opinion as to whether the non statutory
financial statements give a true and fair view. We also report
to you whether in our opinion the information given in the
Directors’ Report is consistent with the financial statements.
The information given in the Directors’ Report includes that
specific information presented in the Chairman and Chief
Executive’s Statement that is cross referenced from the Business
Review section of the Directors’ Report.

In addition we report to you if, in our opinion, the company
has not kept proper accounting records, if we have not
received all the information and explanations we require

for our audit, or if information specified by law regarding
directors’ remuneration and other transactions is not disclosed.

We read other information contained in the Annual Report
and consider whether it is consistent with the audited non
statutory financial statements. The other information comprises
only the Directors’ Report, Chairman and Chief Executive's
Statement, Remuneration Report and the Corporate Governance
Statement. We consider the implications for our report if we
become aware of any apparent misstatements or material
inconsistencies with the non statutory financial statements.

Our responsibilities do not extend to any other information.
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Basis of audit opinion

We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures

in the non statutory financial statements. It also includes an
assessment of the significant estimates and judgements made
by the directors in the preparation of the non statutory financial
statements, and of whether the accounting policies are
appropriate fo the group’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable
assurance that the non statutory financial statements are free
from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated
the overaliladequacy of the presentation of information in the
non statutory financial statements.

Opinion
In our opinion:

e the group non statutory financial statements give a true
and fair view, in accordance with IFRSs as adopted by the
European Union, of the state of the group's affairs as
at 31 December 2008 and of its loss for the year then
ended; and

e the information given in the Directors’ Report is consistent
with the non statutory financial statements.

Emphasis of matter - Going concern

In forming our opinion on the financial statements, which

is not qualified, we have considered the adequacy of the
disclosures made in note 2.1 to the non statutory ﬁlnonciol
statements relating to the group’s ability to continue as a going
concern. The group incurred a net loss of $55,976,000 during
the year ended 31 December 2008 and recorded net cash
outflows of $81,853,000. As explained in note 2.1, there is
uncertainty regarding the cash flows that will arise from the
2009 harvest. This condition indicates the existence of a
material uncertainty which casts significant doubt about the
group’s ability fo continue as a going concern. The financial
statements do not include adjustments that would result if the
group was unable to continue as a going concern.

Baker Tilly UK Audit LLP
Registered Auditor
Chartered Accountants

2 Bloomsbury Street
London WCI1B 3ST



Consolidated income statement
for the year ended 31 December 2008

Year ended 8 months ended
31 December 31 December
2008 2007
Note $000 $000
Continuing operations
Revenue 10,645 1,567
(Losses)/gains arising from changes in value of biological assets 16 (11,036) 5,063
Direct costs 6 (36,318) (2,277)
Gross (loss)/profit (36,709) 4,353
Distribution costs (34) (144)
Administrative expenses (15,750) (5,836)
Net foreign exchange losses (4,578) (286)
Operating loss 7 (57,071) (1,913)
Finance income 8 1,875 606
Finance costs 9 (347) (17)
Share of loss from associate 14 (197) -
Loss before income tax (55,740) (1,324)
Income tax expense 10 (236) -
Loss for period (55,976) (1,324)
Attributable to:
Equity holders of the Company (55,748) (1,324)
Minority interests (228) -
(55,976) (1,324)
Loss per share (expressed in USS per share)
Basic loss per ordinary share 11 (28.2)c (1.3)c
Restated in pence per share (19.5)p (0.6)p
Fully diluted loss per ordinary share 11 (28.2)c (1.3)c
Restated in pence per share (19.5)p (0.6)p
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Consolidated balance sheet
as at 31 December 2008

2008 2007
Note $000 $000
Assets
Non-current assets
Property, plant & equipment 12 48,337 13,346
Intangible assets 13 280 169
Investment in associates 14 95 -
Available for sale investments 15 117 -
48,829 13,515
Current assets
Biological assets 16 13,358 7.302
Inventories 17 7,267 1,271
Trade and other receivables 18 11,124 7070
Derivative financial instruments 19 - 34
Cash and cash equivalents 20 4,230 87,646
35,979 103,323
Total assets 84,808 116,838
Equity
Capital and reserves attributable to equity holders of the Company
Share capital 21 411 389
Share premium 22 137,814 116,998
Retained loss (57,072) (1,324)
Share based payments reserve 23 2,754 335
Foreign exchange reserve 24 (7,894) (3,315)
Total equity attributable to equity holders 76,013 113,083
Minority interest 77 -
Total equity 76,090 113,083
Liabilities
Non-current liabilities
Other financial liabilities 25 156 125
156 125
Current liabilities
Trade and other payables 26 7,716 3,567
Other financial liabilities 25 846 63
8,562 3,630
Total liabilities 8,718 3,755
Total liabilities and Shareholders’ equity 84,808 116,838

The financial statements on pages 21 to 42 were approved by the Board of Directors and authorised for issue on

26 May 2009 and signed on its behalf by:

Richard Spinks Stephen Pickup
Chief Executive Officer Chief Financial Officer
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Consolidated cash flow statement
for the year ended 31 December 2008

Year ended 8 months ended
31 December 31 December
2008 2007
Note $000 $000
Cash flows from operating activities
Loss before tax (55,740) (1,324)
Adjustment for:
Depreciation and amortisation 4,916 487
Loss on disposal of property, plant and equipment 127 -
Share based payment charge 23 2,419 335
Provision on receivable 153 -
Share of loss in associate 197 -
Effect of foreign exchange variances (2,916) -
Fair value adjustment recognised in the income statement:
Biological asset 11,036 (5,063)
Commodity derivatives 34 (34)
Non-operating activity income/expense recognised in income statement:
Finance income 8 (1,875) (606)
Finance costs 9 176 17
Gain/(loss) on realisation of currency options 42 -
Movements in working capital:
Increase in inventories (5,996) (1,271)
Increase in receivables (3,856) (7,070)
Increase in trade and other payables 4,148 3,755
Income tax expense (236) -
Net additions to biological assets (17,094) (2,239)
Net cash used in operations (64,465) (13,013)
Cash flows from investing activities
Purchase of property, plant and equipment (39,227) (14,317)
Purchase of intangible assets (201) (170)
Interest received 1,875 606
Loss on realisation of currency options (42) -
Loans to associated companies (172) -
Investment in associated companies (293) -
Purchase of investments available for sale (117) -
Net cash used in investing activities (38,117) (13,881)
Cash flows from financing activities
Proceeds from issue of ordinary shares 21,698 125,315
Payment of transaction costs (860) (7928)
Finance costs (176) (17)
Minority inferest investment into Group 127 -
Net cash received from financing activities 20,789 117,370
Net (decrease)/increase in cash and cash equivalents (81,853) 90,476
Cash & cash equivalent at beginning of period 87,646 -
Effect of foreign exchange variances (1,563) (2,830)
Cash and cash equivalents at end of period 20 4,230 87,646
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Consolidated statement of changes in equity
for the year ended 31 December 2008

Total equity
Foreign  Share based attributable to
Share Share  exchange payments Retained  shareholders Minority Total
capital  premium reserve reserve earnings of parent interest equity
Balance at 10 April 2007 - - - - - - - -
Loss for the period - - - - (1,324) (1,324) - (1,324)
Currency translation differences - - (3,315) - - (3,315) - (3,315)
Total recognised income and expense - - (3,315) - (1,324) (4,639) - [4,639)
Proceeds ?rom shares issued 389 - - - - 389 - 389
Premium from shares issued - 124,926 - - - 124,926 - 124,926
Share based payments charge - - - 335 - 335 - 335
Share issue costs - (7928) - - - (7,928) - [7928)
Balance at 31 December 2007 389 116,998 (3,315) 335 (1,324) 113,083 - 113,083
Loss for the period - - - - (55,748) (55,748) (228) (55,976)
Currency translation differences - - (4,579) -~ - (4,579) - (4,579
Total recognised income and expense - - (4,579) - (55,748) (60,327) (228) (60,555)
Minority interest on asset acquisition - - - - - - 25 25
Minority interest share
of shares issued in subsidiary - - - - - - 280 280
Proceeds from shares issued 22 - - - - 22 - 22
Premium from shares issued - 21,676 - - - 21,676 - 21,676
Share based payments charge - - - 2,419 - 2,419 - 2,419
Share issue costs - (860) - - -~ (860) - (860)
Balance at 31 December 2008 411 137814 (7,894) 2,754  (57,072) 76,013 77 76,090
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Notes to the consolidated financial statements

1. General information

1.1 Organisation and operations

Landkom International Plc (‘the Company’) is a public limited
liability company and was incorporated in the Isle of Man
on 10 April 2007. lts Registered Office is at 11 Hope Street,
Douglas and its principal place of business is 45 Promyslovo,
Lviv, Ukraine. The principal activities of the Company and its
subsidiaries (togetﬁer ‘the Group') are the acquisition of land
leases in Ukraine for the growing and distribution of arable
crops for the biofuel and food markets.

1.2 Ukrainian business environment
Ukraine is experiencing political and economic change with
the consequence that operations in Ukraine involve risks that

are common in emerging markets. These consolidated financial

statements reflect Management’s current assessment of the
possible impact on the operations and the financial position
of the Group.

2, 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 unless
otherwise stated.

2.1 Basis of preparation

The conso|i<!?1tec| financial statements of Landkom International
Plc have been prepared in accordance with International
Financial Reporting Standards ('IFRS’) as adopted by the
European Union. The consolidated financial statements have
been prepared on the historical cost basis except for derivative
financial instruments measured at fair value and biological
assets measured at fair value less point of sale costs.

The financial statements have been prepared on the Going
Concern basis. Management have carried out a detailed
analysis of the Group's cash requirements until the point at
which harvest revenues are expected to be realised, and
believe the Group has sufficient cash resources to continue
as a Going Concern. Management have a full expectation
that revenues from crops harvested during 2009 will be
sufficient to allow the Group to continue as a Going Concern
for the foreseeable future. In making this assessment,
management have also considered the likely timing of the
VAT refund due to the Group from the Ukrainian tax
authorities. As stated in note 18 it is expected that the full
amount of $8,901,000 will be receivable within a year,
either by cash reimbursement or through offset against output
VAT. Should the Group be affected by destruction or severe
damage to the crop through adverse weather, natural disaster
or any other means, then the Going Concern basis may not
be appropriate.

The preparation of financial statements in conformity with
IFRS requires the use of certain critical accounting estimates.
It also requires Management to exercise its judgement in the
process of applying the Group's accounting policies. The
areas involving a higher degree of judgement of complexity,
or areas where assumptions and estimates are significant to
the consolidated financial statements are disclosed in note 4.

At the date of authorisation of these financial statements, the
following Standards and Interpretations that have not been
applied in these financial statements were in issue but not
yet effective or endorsed (unless otherwise stated):

IFRS 1:  Firsktime Adoption of IFRS — Amendment; Cost
of an investment in a subsidiary, jointly-controlled
entity or associate (endorsed)

IFRS 1:  Revised IFRS 1 First-time Adoption of IFRS

IFRS 2:  Share based payment — Amendments relating to
vesting conditions and cancellations (endorsed)

IFRS 3:  Business Combinations — Comprehensive revision
on applying the acquisition method

IFRS 7: Financial Instruments: Disclosures — Amendment;
Reclassification of Financial Assets (endorsed)

IFRS 7: Financial Instruments: Disclosures — Amendment;
Reclassification of Financial Assets — Effective date
and transition

IFRS 7: Financial Instruments: Disclosures — Amendment;
Improving Disclosures About Financial Instruments

IFRS 8:  Operating segments (endorsed)

IAS T: Presentation of Financial Statements —
Comprehensive revision including requiring a
statement of comprehensive income (endorsed)

IAS 1: Presentation of Financial Statements — Amendment;
Puttable financial instruments and obligations
arising on liquidation (endorsed)

IAS 23:  Borrowing Costs — Comprehensive revision to
prohibit immediate expensing (endorsed)

IAS 27:  Consolidated and Separate Financial Statements
— Amendments arising from IFRS 3

IAS 27:  Consolidated and Separate Financial Statements
— Amendment; Cost of an investment in a
subsidiary, jointly-controlled entity or associate
(endorsed)

IAS 28:  Investments in Associates — Consequential
amendments arising from IFRS 3

IAS 31:  Investments in Joint Ventures — Consequential
amendments arising from IFRS 3

IAS 32:  Financial Instruments: Presentation — Amendment;
Puttable financial instruments and obligations
arising on liquidation (endorsed)

IAS 39:  Financial Instruments: Recognition and
Measurement — Amendment; Reclassification of
Financial Assets (endorsed)

IAS 39:  Financial Instruments: Recognition and
Measurement — Amendment; Reclassification of
Financial Assets — Effective date and transition

IAS 39:  Financial Instruments: Recognition and
Measurement — Amendment; Eligible hedged items

IFRIC 15: Agreements for the Construction of Real
Estate Assets

IFRIC 16: Hedges of a Net Investment in a Foreign Operation

IFRIC 17: Distributions of Non-cash Assets to Owners

IFRIC 18: Transfers of Assets from Customers

The Directors anticipate that the adoption of these Standards
and Interpretations in future periods will have no material
impact on the financial statements of the Group.
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Notes to the consolidated financial statements

continued

2. Significant accounting policies continued

2.2 Consolidation

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries) made up to 31 December each
year. Control is achieved where the Company has the power
to govern the financial and operating policies of an investee
entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date

of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring the accounting policies
used info line with those used by the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Where subsidiaries have been acquired in order to gain
control of assets, the transaction is considered to have been
entered into at the fair value of the consideration paid and

is accounted for as an asset purchase. Any excess cost over
the book value of assets acquired is considered a fair value
adjustment to the assets acquired. Where the cost of acquisition
is below the book value of the assets acquired, the excess

is accounted for as a provision against the relevant assets.

2.3 Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policies of an entity, but is not
control or joint control over those policies.

An investment in an associate is accounted for in the financial
statements by the equity method of accounting and is initially
recognised at cost. Identifiable assets, liabilities and contingent
liabilities of the associate in an acquisition are measured

at their fair values at the acquisition date.

The Group's share of its associates’ post-acquisition profits
or losses is recognised in the income statement, and its share
of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment.

When the Group's share of losses in an associate equals

or exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments
on behalf of the associate.
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2.4 Segment reporting

A business segment is a Group of assets and operations
engaged in providing products or services that are subject to
risks and returns that are different from those of other business
segments. A geographical segment is engaged in providing
products or services within a particular economic environment
that are subiject fo risks and returns, which are different from
those of segments operating in other economic environments.

2.5 Foreign currency translation

(a) Functional and presentation currency

ltems 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’). The parent entity’s functional currency

is Pound Sterling. The consolidated financial statements are
presented in US Dollars.

(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 settlement of such transactions and from the
translation at year end exchange rates of monetary assets
and liabilities denominated in %reign currencies are
recognised in the income statement, except when deferred

in equity as qualifying cash flow hedges and qualifying net
investments hedges.

Translation differences on non-monetary financial assets and
liabilities are reported as part of the fair value gain or loss.
Translation differences on non-monetary financial assets and
liabilities such as equities held at fair value through profit or
loss are recognised in profit or loss as part of the fair value
gain or loss. Translation differences on non-monetary financial
assets such as equities classified as available for sale are
included in the fair value reserve in equity.

(c) Group companies

The results and financial position of all the Group companies
(none of which has a currency of a hyperinflationary economy)
that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

® assets and liabilities for each balance sheet are translated
at the closing rate at the date of the 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 recognised as
a separate component of equity.



2. Significant accounting policies continued

2.5 Foreign currency translation continved

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.

The principal exchange rates used in the preparation of the
consolidated financial statements are as follows:

31 December 31 December

2008 2007
Pound Sterling 0.69 to USST 0.495 to US$1
Ukrainian Hryvna 8.20 to USS1  5.05 to US$1

2.6 Property plant and equipment

Property, plant and equipment is stated at historical cost, less
accumulated depreciation and accumulated impairment losses.
Depreciation is provided on all property, plant and equipment,
except freehold land and is calculated using the straight-line
method to allocate their cost or revalued amounts to their
residual values over their estimated useful lives as follows:

Buildings 3 - 50 years
Machinery 5 - 10 years
Furniture, fittings and equipment 3 - 5 years

Vehicles 3 -10 years

The asset’s 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. Gains and losses on
disposals are determined by comparing the proceeds with the
carrying amount and are recognised within administrative
expenses in the income statement.

Assets under construction are stated at cost less impairment
losses. The cost of completed construction work is transferred
to the appropriate category of property, plant and equipment.
Depreciation commences when the relevant assets are
available for use.

2.7 Leasing

Leases of property, plant and equipment which transfer
substanticﬁy all the risks and rewards of ownership to the
Group are classified as finance leases. Finance leases are
classified as a financial liability and measured at amortised
cost. Finance leases are capitalised at the inception of the
lease at the lower of the fair value of the leased property, plant
and equipment and the present value of the minimum lease
payments and depreciated over the period of the lease. The
resulting lease obligations are included in liabilities. Lease
payments are apportioned between finance charges and
reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability.

All other leases are classified as operating leases. Rentals
payable under operating leases, net of lease incentives, are
charged to the Consolidated Income Statement on a straight-
line basis over the period of the lease. Where property lease
contracts contain guaranteed minimum incremental rental
payments, the total committed cost is determined and is
amortised on a straight-line basis over the life of the lease.

2.8 Intangible assets

Intangible assets are recognised when they are controlled
through contractual or other legal rights, or are separable
from the rest of the business, and the fair value can be
reliably measured.

Applications and IT software

Acquired computer software licences are capitalised on the
basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortised over their
estimated useful lives (three to five years). Amortisation of
intangible assets is charged to the income statement under
the heading of administrative expenses.

Annual Report 2008 Landkom International PLC 27



Notes to the consolidated financial statements

continued

2. Significant accounting policies continued

2.9 Impairment of property, plant and

equipment and intangible assets

At each balance sheet date, the Group reviews the carrying
amounts of its property, plant and equipment and intangible
assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if any. Where
the asset does not generate cash flows that are independent
from other assets, the Group estimates the recoverable amount
of the cash generating unit to which the asset belongs.

An intangible asset with an indefinite useful life is tested for
impairment annually and whenever there is an indication that
the asset may be impaired.

Recoverable amount is the higher of fair value less costs to

sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using

a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have been adjusted.

If the recoverable amount of an asset (or cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (cash-generating unit) is reduced to

its recoverable amount. An impairment loss is recognised

as an expense immediately, unless the relevant asset is carried
at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash-generating unit) is increased to

the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognised

as income immediately, unless the relevant asset is carried

at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.

2.10 Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first in first out (FIFO)
method. The cost of work in progress includes costs of
preparing agricultural land, raw materials, direct labour,
other direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs. Net
realisable value is the estimated selling price in the ordinary
course of business, less applicable variable selling expenses.
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2.11 Biological assets

The Group classifies crops as biological assets. Biological
assets are stated at their fair value, %osed on their current
condition, less estimated point-of-sale costs. The fair value of
biological assets is based on market selling price and direct
costs required to bring the assets to saleable condition,
discounted at an appropriate discount rate at the balance
sheet date. Biological assets that are physically attached to
land are recognised and measured at their fair value
separately from the land.

The Group classifies livestock as biological assets. Livestock
are accounted for at fair value less estimated point of sale
costs. The fair value of cattle is determined by the size

of the herd and market prices at the reporting date.

Where there is no reliable measure of the fair value of
biological assets at the point of initial recognition, they are
measured at cost less any impairment losses.

2.12 Trade receivables

Trade receivables, defined as loans and receivables in
accordance with IAS 39 ‘Financial Instruments: Recognition
and Measurement’, are recorded initially at fair value and
subsequently measured at amortised cost. A provision for
impairment of trade receivables is established when there is
evidence that the Group will not be able to collect all amounts
due according to the original terms of the receivables. The
amount of the provision is the difference between the assets’
carrying amount and the present value of future cash flows
discounted at the effective interest rate. The movement in the
provision is recognised in the consolidated income statement.
Any other trade receivables are recognised at their original
amount less an allowance for any doubtful amounts. An
allowance is made when collection of the full amount is no
longer considered probable.

2.13 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held
at call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in
current liabilities on the balance sheet.

2.14 Financial liabilities and equity

Financial liabilities and equity instruments are classified
according fo the substance of the contractual arrangements
entered info. An equity instrument is any contract that
evidences a residual interest in the assets of the Group
after deducting all of its liabilities.



2. Significant accounting policies continued

2.15 Share capital

Ordinary shares are classified as equity. Equity instruments
issued by the Company are recorded at the proceeds received,
net of direct issue costs.

2.16 Trade payables

Trade payables, defined as financial liabilities in accordance
with I1AS 39, are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method. All of the trade payables are non-interest
bearing.

2.17 Borrowings

Borrowings are recorded at the fair value of the consideration
received, net of issue costs. Finance charges are accounted
for on an accrual basis in the consolidated income statement
using the effective interest rate method and are added to the
carrying amount of the instrument to the extent that they are
not settled in the period in which they arise.

2.18 Taxation
The tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from net profit as reported in the
income statement, because it excludes items of income or
expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible.
The Group's liability for current tax is calculated by using tax
rates that have been enacted or substantively enacted by the
balance sheet date.

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding

tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are recognised for all taxable temporary
differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available
against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the
temporary difference arises from the initial recognition of
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction
which affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where

the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

Deferred tax is calculated at the tax rates that are expected

to apply to the period when the asset is realised or the liability
is settled. Deferred tax is charged or credited in the income
statement, except when it relates to items credited or charged
directly to equity, in which case the deferred tax is also dealt
with in equity.

2.19 Employee benefits

(a) Pension obligations

Group companies do not operate private pension schemes.
The Group makes contributions for the benefit of employees
to Ukraine’s state pension fund, social security fund, security
against injury fund and unemployment fund. These amounts
are expensed as incurred.

(b) Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement date,
or whenever an employee accepts voluntary redundancy
in exchange for these benefits. The Group recognises
termination benefits when it is demonstrably committed to
either terminating the employment of current employees
according fo a dgetoiled formal plan without possibility of
withdrawal; or providing termination benefits as a result

of an offer made to encourage voluntary redundancy.

(c) Profit sharing bonus plans

The Group recognises a liability and an expense for
bonuses and profit sharing, based on a formula that takes
into consideration, key performance indicators and the profit
attributable to Shareholders after certain adjustments.

The Group recognises a provision where contractually
obliged or where there is a past practice that has created

a constructive obligation.

2.20 Share based payments

The Group has applied the requirements of IFRS 2: Share
based payment. The Group issues equity-seftled share based
payments to certain employees. Equity-settled share based
payments are measured at fair value at the date of grant.
The fair value determined at the grant date of equity-settled
share based payments is expensed on a straight-line basis
over the vesting period, based on the Group's estimate of
shares that will eventually vest. Fair value is measured by the
use of the binomial option pricing model. The expected life
used in the model has been adjusted, based on Management's
best estimate of the effect of non-transferability, exercise
restrictions and behavioural considerations. Further details
of share options are included in note 23.
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Notes to the consolidated financial statements

continued

2. Significant accounting policies continued

2.21 Provisions

Provisions are recognised when the Group has a present

legal or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle
the obligation and a reliable estimate of the amount can be
made. I?the effect is material, provisions are determined by
discounting the expected future cash flows at an appropriate
pre-tax discount rate.

2.22 Financial instruments

Financial assets and financial liabilities are recognised on the
Group's balance sheet when the Group has become party to
the contractual provisions of the instrument. When considered
appropriate the Group uses derivative financial instruments
such as commodity options to hedge its risks associated

with commodity prices. Such derivative financial instruments
are initially recognised at fair value on the date on which

a derivative contract is entered into and are subsequently
re-measured at fair value. Derivatives are carried as assets
when the fair value is positive and as liabilities when the fair
value is negative.

Any gains or losses arising from changes in fair value on
derivatives during the year that do not qualify for hedge
accounting are taken directly to profit or loss.

For the purpose of hedge accounting, hedges are classified

as fair value hedges when hedging the exposure to changes

in the fair value of a recognised asset or liability or an
unrecognised firm commitment; or cash flow hedges when
hedging exposure to variability in cash flows that is attributable
to a particular risk associated with either a recognised asset

or liability.

At the inception of a hedge relationship, the Group formally
designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting and the risk
management objective and strategy for undertaking the
hedge. The documentation includes identification of the
hedging instrument, the hedged item or transaction, the nature
of the risk being hedged and how the entity will assess the
hedging instrument’s effectiveness in offsetting the exposure
to changes in the hedged item’s fair value or cash flows
attributable to the hedged risk. Such hedges are expected
to be highly effective in achieving offsetting changes in fair
value or cash flows and are assessed on an ongoing basis
to determine that they actually have been highly effective
throughout the financial reporting periods for which they
were designated.
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2.23 Available for sale investments

Available for sale investments are non derivatives that are
either designated in this category or not classified in any

of the other categories. They are included in non-current assets
unless management intends to dispose of the assets within

12 months o?the balance sheet date.

Regular purchases and sales of investments are recognised on
trade date — the date on which the group commits to purchase
or sell the asset. Investments are initially recognised at fair
value plus transaction costs for all financial assets not carried
at fair value through profit and loss. Financial assets carried

at fair value through profit or loss are initially recognised

at fair value, and transaction costs are expensed in the income
statement. Investments are derecognised when the rights to
receive cash flows from investments have expired or have been
transferred and the Group had transferred substantially all risks
and rewards of ownership. Available for sale finqncicrossets
and financial assets at fair value through profit or loss are
subsequently carried at fair value. Loans and receivables are
carried at amortised cost using the effective inferest method.

When securities classified as available for sale are sold or
impaired the accumulated fair value adjustments recognised

in equity are included in the income statement as gains and
losses from investment securities. Interest on available for sale
securities calculated using the effective interest method is
recognised in the income statement. Dividends on available for
sale equity instruments are recognised in the income statement
when (tLe Group's right fo receive payments is established.

The fair values of quoted investments are based on current bid
prices. If the market for the financial investment is not active
(and for unlisted securities) the Group establishes fair value
using valuation techniques. These include the use of recent
arms length transactions, reference to other instruments that
are substantially the same, discounted cash flow analysis, and
option pricing models making maximum use of market inputs
and relying as little as possible on entity specific inputs.

The Group assesses at each balance sheet date whether there
is objective evidence that a financial asset or group of financial
assets is impaired. In the case of equity securities classified

as available for sale a significant or prolonged decline in

the fair value in the security below its cost is considered an
indicator that the securities are impaired. If any such evidence
exists for available for sale financial assets, the cumulative loss
measured as the difference between the acquisition cost and
the current fair value, less any impairment cost on the financial
asset previously recognised in profit or loss — is removed from
equity and recognised in the income statement. Impairment
losses recognised in the income statement on equity instruments
are not reversed through the income statement.



2, Significant accounting policies continued

2.24 Revenue recognition

Revenue comprises the fair value of the consideration received
or receivable for the sale of goods or 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 the revenue can be readily
measured, it is probable that future economic benefits will flow
to the entity and when 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.

(a) Sales of goods

The Group produces and sells a range of arable crops. Sales
of goods are recognised when a Group entity has delivered
products to the purchaser, the purchaser has full discretion
over the channel and price to sell the products, and there are
no unfulfilled obligations that could affect the purchaser’s
acceptance of the products. Delivery does not occur until the
produce has been delivered to the specified location, the
risks of obsolescence and loss have been transferred to the
purchaser, and either the purchaser has accepted the produce
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.

(b) Sales of services

Revenue from time and materials contracts is recognised at
the contractual rates as labour hours are delivered and direct
expenses incurred. Revenue from fixed price contracts is
recognised under the percentage of completion method and
is based on the services performed to date as a percentage
of the total services to be performed.

If circumstances arise that may change the original estimates
of revenues, costs or extent of progress towards 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 to management.

(c) Interest income

Interest income is accrued on a time basis by reference to
the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount.

2.25 Comparatives
The comparative period represents the period from 10 April
2007 to 31 December 2007.

3. Financial risk management

3.1 Financial risk factors

The Group's activities expose it to a variety of financial risks:
market risk (including foreign exchange risk, interest rate risk
and price 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 a central treasury
department under policies approved by the Board. Group
treasury identifies, evaluates and hedges financial risks in close
co-operation with the Group's operating units. The Board
provides written principles E)r overall risk management,

as well as written policies covering specific areas such as
foreign exchange risk, interest rate risk and credit risk.

(a) Foreign exchange risk

The Group operates infernationally and is exposed to foreign
exchange risks arising from various currency exposures,
primarily with respect to the Ukrainian Hryvna and Pound
Sterling. Foreign exchange risk arises from future commercial
transactions, recognised assets and liabilities and net
investment in foreign operations. Ukrainian legislation restricts
the Group's ability to hedge its exposure to Hryvna currency
exposure and accordingly the Group does not hedge its
exposure fo this foreign currency risk.

With the above exception, management has set-up a policy to
require Group treasury fo manage the foreign exchange risk of
Group companies against their ﬁmctional currency. The Group
has certain investments in foreign operations, whose net assets
are exposed to foreign translation risk.

Foreign exchange risk arises when future commercial

transactions or recognised assets or liabilities are denominated
in a currency that is not the functional currency.
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3. Financial risk management continved
3.1 Financial risk factors continved
The exposure to foreign exchange risk at the reporting date is:

UK Euro Ukraine Total
$000 $000 $000 $000
2008 2007 2008 2007 2008 2007 2008 2007
Trade receivables 152 - - 238 1,789 390 1,789
Other receivables 90 241 - - 10,410 5,040 10,500 5,281
Trade payables (629) (1,183) (8) - (5,775) (631) (6,412) (1,814)
Accruals and other payables (347) (263) (6) - (787) (1,490) (1,140) (1,753)
Other financial liabilities - (795) - (207) (188) (1,002) (188)
Cash and cash equivalents 3,411 86,911 - - 809 735 4,220 87646
Total 2,677 85,706 (809) - 4,688 5255 6,556 90961

During 2008 the peg between the Ukrainian Hryvna and
US Dollar was removed. As a result the Ukrainian Hryvna/
US Dollar exchange rate fluctuated between a minimum and
maximum of 4.58 and 9.20 Hryvna to US$ 1. During 2007
the Ukrainian Hryvna/US Dollar exchange rate was pegged
resulting in no significant movement.

During 2008 the Pound Sterling/US Dollar exchange rate
has fluctuated between a maximum and minimum of 0.69

and 0.49 Pound Sterling to US$ 1 (2007: 0.51 to 0.47).

(b) Price risk

The Group is exposed to the commodity price risk of the
arable crops that it produces. To manage its price risk arising
from fluctuations in crop prices, the Group may enter into
forward off-take contracts. The value of the Group's biological
assets and associated gain/loss in the income statement are
affected by changes in commodity prices. The following table
demonstrates how a 20% increase or decrease in commodity
prices would impact these values:

Change in

fair value gain/

(loss) on biological
assets recognised

in the income statement

Change in
biological asset
recognised on
the balance sheet

$000 $000
Increase in price by 20% 2,370 2,370
Decrease in price by 20% (2,370) (2,370)

(c) Cash flow and fair value interest rate risk

As the Group has interest-bearing assets, the Group'’s income
and operating cash flows are partially dependent on changes
in market inferest rates.

The Group's interest rate risk arises from shortterm deposits,
which at the reporting date amounted to $3.2 million. A 1%
change in interest rates would have resulted in an increase
or decrease of less than $32,000.
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The Group's trade receivable and payable balances are non
interest-bearing and are not guaranteed or underwritten.
These amounts are presented in notes 18 and 26 respectively.

The Group has finance lease agreements which bear interest
as detailed in note 25.

(d) Credit risk

Credit risk is managed on a Group basis. Credit risk arises
from cash and cash equivalents and deposits with banks,

as well as credit exposures to customers including, outstanding
receivable and committed transactions.

For term deposits with banks and financial institutions, only
independently rated parties with a minimum rating of ‘A’
are accepted.

The table below shows the major counterparties at the
balance sheet date.

Balance Balance
at 31 at 31
December December
2008 2007
Rating $000 Rating $000

Barclays Private Clients
Bank Int AA- 3,416 AA 86,902
Laiki Popular Bank Cyprus BBB 5 A 10

Ukraine Export Import

Export Bank - 809 - 734
4,230 87,646

For customers, an assessment of the credit quality of the
customer is made, taking into account its financial position,
past experience and other factors. Individual risk limits are

set by the Board. The utilisation of credit limits are regularly
monitored. No credit limits were exceeded during the reporting
period and management does not expect losses ?rom
non-performance.

Trade receivables at the reporting date amounted to

$390,000 (2007: $1.8m).



3. Financial risk management continuved

3.1 Financial risk factors continued

(e) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient
cash and marketable securities and the availability of funding.
Management monitors the Group's rolling forecasts of the
Group's liquidity reserve on the basis of expected cash flow.
Financial liabilities are due within one year and cash flows

are expected to arise within one year.

The table below analyses the Group's financial liabilities on

a contractual gross undiscounted cash flow basis into maturity
groupings based on period outstanding at the balance sheet
date up to the contractual maturity date.

Between Between

Lessthan 6 months 1and5
6 months and 1 year years
Year ended
31 December 2008
Finance leases 25 821 156
Trade and other payables 5,387 1,648 -
5,412 2,469 156
Year ended
31 December 2007
Finance leases 14 49 125
Trade and other payables 3,141 425 -
3,155 474 125

Sufficient cash is expected to be generated through the
Group's operating cycle, share issuance schemes, and
effective cash management to meet the contractual cash
flows disclosed above.

4. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

4.1 Critical accounting estimates and assumptions

In preparing our financial statements the Group must select
and apply various accounting policies which are described

in Note 2. In order to apply our accounting policies the Group
makes estimates and judgements concerning the future. The
resulting accounting estimates will, by definition, seldom 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 discussed below.

(a) Biological assets

Biological assets (living crops) are measured at their fair
value at each balance sheet date. The fair value of biological
assets is defermined based among other estimates on weather
conditions, growth potential, harvesting, price development
and discount rate. Changes in any estimates could lead

to recognition of significant fair value changes in

income statement.

(b) Deferred income tax assets

Management regularly assesses the likelihood that deferred
tax assets will be recovered from future taxable income. No
deferred tax asset is recognised when Management believe
that it is more likely than not that a deferred asset will not be
realised.

(c) Provision for impairment of trade receivables

An allowance is made for doubtful trade receivables. This
allowance represents Management's estimate of accounts
receivable that, subsequent to the time of sale, may be of
doubtful collectability because customers may not be able to pay.

(d] Allowance for inventory obsolescence

An allowance is established for obsolescence of inventory
based on the estimated market value and assumptions about
future demand and market conditions.

(e) Agricultural risk

Agricultural risk arises from the unpredictable nature of the
weather, pollution and risks in the performance of crops.

The Company's principal operations are located in the prime,
fertile lands of Western Ukraine and it adopts a portfolio
approach to balance its oil seed rape production with other
arable crops.

(f) Share based payments

The Group measures the cost of equity-settled transactions
with employees by reference to the fair value of the equity
instruments at the date at which they are granted. Estimating
fair value requires determining the most appropriate valuation
model for a grant of equity instruments, which is dependent
on the terms and conditions of the grant. This also requires
determining the most appropriate inputs to the valuation model
including the expected life of the option, volatility and dividend
yield and making assumptions about them. The assumptions
and model used are disclosed in note 23.

5. Segmental information

At 31 December 2008 the Group's operation is principally
the growing of arable crops in Ukraine for both the biofuel
and food markets. Accordingly the Directors consider that the
Group operates in one business segment and one geographic
segment.

2008 2007

$000  $000

Sale of arable crops 10,034 -

Cultivation services - 1,567

Other income 611 -
Growing of arable crops —

fair value adjustment (see note 16) (11,036) 5,063

(391) 6,630
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6. Direct costs

8. Finance income

2008 2007 2008 2007
$000 $000 $000 $000
Direct crop inputs Bank interest income on short-term deposits 1,875 606
(Seed, Fertiliser & Chemicals) 12,310 -
Agricultural produce purchased for resale 941 - 1,875 608
Fuel 2,932 -
Staff costs 4,572 158 .
Harvest, drying and storage 1,610 - 9. Finance costs
Equipment maintenance 3,570 70 gggg %883
Land costs 2,381 -
Transportation 2,682 _ Interest expense on finance lease obligations 176 17
Agronomy 360 — Interest expense on creditor payments 171 -
Depreciation 4,679 390 347 17
Other costs 281 1,659
36,318 2,277

7. Operating loss
Operating loss has been derived after charging/(crediting)
the following:

2008 2007
$000 $000
(Loss) / gain arising from changes in value
of Biological asset (see note 16) 11,036 (5,063)
Direct costs
Operating leases - land 1,931 227
Administrative expenses
Share based payments 2,419 335
Depreciation and amortisation 237 97
Employee benefit expense
Wages, salaries and fees 5,364 2,507
Severance 495 _
Social security 950 187
Fair value adjustment of commodity put option - 47
Other gains - (4)
Auditors remuneration — see below 331 202
Gain on realisation of commodity put option ~ (223) -
Loss on currency option 42 -
Operating leases — Buildings 164 18
Amounts payable to Baker Tilly UK Audit LLP and their
associates in respect of both audit and non-audit services:
2008 2007
$000  $000
Audit of consolidated financial statements 270 182
Audit of subsidiary undertakings 43 20
Review of interim results 18 -
331 202

In addition fo the above the audit form received $210,000 in
2007 for services relating to the company’s AIM listing, which
was charged against the companies share premium account.
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10. Taxation

From incorporation on 10 April 2007 the Company has been
resident in the Isle of Man, and is subject to a Nil tax rate. The
tax charge for the year represents a payment on account of
Ukraine tax liabilities, which the Group does not believe are
recoverable in the foreseeable future. There is no tax charge in
the prior period due fo trading losses incurred.

2008 2007
$000  $000
Deferred tax expense relating to the
origination and reversal of temporary differences = -
The tax charge for the period can be reconciled to the
loss per the income statement as follows:
Loss before tax (55,740) (1,324)
Tax at the Ukrainian corporate
income tax rate of 25% (13,935) (331)
Non deductible expenses 10,232 331
Loss carried forward 3,703 -
Irrecoverable payment on account 236 -
Tax expense for the period 236 -

See note 28 for deferred tax balances.



11. Earnings per ordinary share

Adjusted basic and fully diluted loss per share have been calculated on the loss after taxation for the period and the weighted

average number of ordinary shares in issue during the period.

Adjusted loss per share before amortisation of intangible assets and share based payments charge has been presented in
addition to the basic earnings per share since, in the opinion of the Directors, this provides shareholders with a more
appropriate representation of the underlying earnings derived from the Group's businesses.

2008 2007
Number Number
of shares of shares
Weighted average number of shares in issue 197,736,743 101,037,387
$000 $000
Loss after tax on ordinary activities (55,748) (1,324)
Adjustments:
Amortisation of intangible assets 50 1
Share based payments charge 2,419 335
Adjusted (loss)/earnings (53,279) (988)
Basic & fully diluted loss per ordinary share (US$) (0.282) (0.013)
Adjusted basic loss per ordinary share (US$) (0.269) (0.010)
12. Property plant and equipment
Assets Furniture,
Vehicles & under fittings &
Land Buildings machinery construction equipment Total
$000 $000 $000 $000 $000 $000
Cost
At 10 April 2007 - - - - - -
Additions - 67 13,429 707 114 14,317
Exchange loss - - (484) - - (484)
At 31 December 2007 - 67 12,945 707 114 13,833
Corporate asset acquisitions - 454 420 - 1 875
Effect of exchange rate movements -~ - (32) - (2) (34)
Additions 79 2,823 27,075 8,777 412 39,166
Transfers - 1,248 - (1,248) - -
Disposals - (80) (124) - (4) (208)
At 31 December 2008 79 4,512 40,284 8,236 521 53,632
Accumulated depreciation
At 10 April 2007 - - - - - -
Depreciation charge - 3 395 - 89 487
At 31 December 2007 - 3 395 - 89 487
Effect of exchange rate movements - - 26 - - 26
Depreciation charge - 133 4,626 - 107 4,866
Disposals - (36) (45) - (3) (84)
At 31 December 2008 - 100 5,002 - 193 5,295
Net book value:
31 December 2008 79 4,412 35,282 8,236 328 48,337
31 December 2007 - 64 12,550 707 25 13,346

Depreciation expense of $187,000 has been charged to administrative expenses (2007: $97,000), and $4,679,000 to cost

of sales (2007: $390,000).
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12. Property plant and equipment continued

During the year the Group acquired four entities for the
purpose of gaining control over the assets within those entities.
The fixed assets acquired have been accounted for at the
consideration paid representing the fair value of the

assets acquired.

Included in the net book value amount in respect of assets
held under finance leases and similar hire purchase contracts
are the following.

Vehicles
& machinery
$000

Net book value:
31 December 2008 1,388
31 December 2007 266

Depreciation charge in the period

or these assets were:
31 December 2008 130
31 December 2007 3

Capital expenditure contracted for, but not provided in the
financial statements, is shown in note 32.

13. Intangible assets
Software
$000

Cost at 10 April 2007 -

Additions 170
Cost at 31 December 2007 170
Effect of exchange rate movement (40)

Additions
Cost at 31 December 2008

201
331

Accumulated amortisation
At 10 April 2007 -
Amortisation charge

At 31 December 2007 1

J—

50
51

Amortisation charge
At 31 December 2008

Net book value at:
31 December 2008

31 December 2007

280
169
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14. Investment in associates

2008 2007
$000 $000
Aggregate amounts relating
to associates
Total assets 927 -
Total liabilities 1,103 -
Revenue 1,098 -
Loss in year (631) -
Post acquisition loss (252) -
Cost of investment 293 -
Share of post-acquisition loss (197) -
Carrying value at 31 December 95 -

Details of the companies associates at 31 December 2008
are as follows:
Proportion Proportion

of owner- of voting
Name of Place of ship power Principle
associate incorporation interest held activity
Podilya Kolodno LLC  Ukraine 50% 50%  Farm
activities
Dokychaevskyy Ukraine 89% 0%  Farm
Cooperative activities

The Group does not have voting control over Dokychaevskyy
CooEerGtive, and therefore, does not account for it as
a subsidiary.

15. Available for sale investments

2008 2007
$000  $000
Available for sale investments
At start of period - -
Additions 117 -
At 31 December 117 -

Investments represent the Groups 46% holding in
Nadbuganskyy JSC. The investment is held at historic cost

as there is no quoted market price or active market o measure
fair value. The Board have assessed the asset for impairment
and consider there are no grounds for impairment at this time.

Management do not class the investment as an associate as
they are not able to exert significant influence over the company.



16. Biological assets
The Group's interests in biological assets are held in its
Ukrainian subsidiaries.

The majority of the Group's biological assets are consumable
winter crops that have been planted during the autumn and
will be harvested during the following summer. Crops are
accounted for at fair value less estimated point of sale costs.

The fair value of biological assets at each reporting date is
determined based on the area planted and market prices at
the reporting date, and based on the crops’ location and
condition, which includes estimates of biological transformation

and yield potential.

Fair value is estimated on the basis of the present value of
expected net cash flows, discounted at an appropriate risk
adjusted pre-tax discount rate. Changes in any estimates
could lead to recognition of significant fair value changes

in the income statement.

Other biological assets represent a small herd of cattle, which
were acquired through asset acquisitions. Cattle are accounted
for at fair value less estimated point of sale costs. The fair
value of cattle is determined by the size of the herd and market

prices at the reporting date.

Cattle  Crops Total
$000 $000 $000
Carrying value at 10 April 2007 - - -
Cultivation costs relating to 2007/2008
crops to December 2007 - 2,239 2,239
Fair value adjustment - 5063 5,063
Carrying value
at 31 December 2007 - 7302 7302
Biological assets acquired
through asset acquisitions 12 - 12
Other biological asset additions 37 - 37
Cultivation costs relating
to 2007/2008 crops - 17644 17644
Net change in fair value due to price,
yield, maturity and cost changes - (11,104) (11,104)
Total 2007/2008 crop Biological asset 49 13,842 13,891

Harvest of biological assets
and transfer to inventory

Cultivation costs relating

(13,842) (13,842)

to 2008/2009 crops — 13,241 13,241
Fair value adjustment - 68 68
Carrying value at 31 December 2008 49 13,309 13,358

Net change in fair value of biological
assets for the year ended
31 December 2008

During the period the Group harvested the following produce:

Winter Oil Seed Spring

Wheat Rape Wheat

Quantity of produce/MT (in field) 19,707 19,572 5974

Area of |andpharvested (Ha) 5,227 6,203 5,893

Yield MT/hectare 3.77 3.16 1.01
17. Inventories

2008 2007

$000 $000

Raw materials 5,579 1,253

Finished goods 1,688 -

Work in progress - 18

7,267 1,271

Raw materials consist of spare parts for property plant and

equipment, agricultural chemicals, fertilisers.

Finished goods consist of harvested agricultural produce.

The value of inventory charged to the income statement

during the year amounts to $17,369,000 for the year ended

31 December 2008 (2007: $2,277,000).

18. Trade and other receivables

2008 2007
$000  $000
Trade receivables 390 2
Prepayments 850 2,751
Receivables from related parties - 1,787
VAT recoverable 8,951 1944
Other receivables 933 586
11,124 7070
The carrying amounts of the Group's trade and other
receivables are denominated in the following currencies:
2008 2007
$000 $000
Pound Sterling 556 240
Ukrainian Hryvna 10,568 6,830
11,124 7070

The maximum exposure to credit risk at the reporting date
is the fair value of each class of receivable mentioned above.

The Group does not hold any collateral as security.

The Directors consider that the carrying amount of trade

receivables approximates to their fair values and no provision

for trade receivables has been made at either year end.

Trade receivables at the balance sheet date are mainly aged
less than 90 days. None of the trade receivables are past

- (11,036) (11,036) their normal due dates.
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18. Trade and other receivables continved

The VAT recoverable is due from Ukrainian ($8,901,000)
and UK ($50,000) authorities. The Directors consider that the
amount due from Ukrainian authorities shall be recoverable
within 1 year either by cash reimbursement or offset against
output VAT on agricultural produce sales.

19. Derivative financial instruments
The Group enters info commodity put options as part of its
management of business risks. The fair value of put options

at year end is the market value.
2008
$000

2007
$000

Cost at acquisition - 81
Change in fair value - (47)
Fair value as at 31 December - 34

As the hedges were not designated as effective the movement
in fair value has been taken to the consolidated income
statement.

20. Cash and cash equivalents

2008 2007

$000 $000

Cash at bank and on hand 1,045 894
Short-term deposits 3,185 86,752
4,230 87646

Cash and cash equivalents include the following for the
purposes of the cash flow statement:

2008 2007
$000 $000

4,230 87,646

Cash and cash equivalents

21. Called up share capital
The total authorised share capital of the Company as at the
reporting date is as follows:

2008 2007
Ordinary shares Ordinary shares

Number of shares

of £0.001 each:
Authorised 500,000,000 500,000,000
Allotted and fully paid 200,008,935 189,208,629
$000 $000

Allotted and fully paid ordinary

shares of £0.001 each 411 389
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The issued share capital has been increased as follows:

Share

Number Issue capital

Date Class of shares price 000
20 April 2007 A 50,862,500 0.1p 103
20 April 2007 B 34,500,000 20.0p 72
22 November 2007 103,846,129  52.0p 214
At 31 December 2007 189,208,629 389
18 March 2008 10,800,306 100.0p 22
At 31 December 2008 200,008,935 411

Upon listing the A and B class shares were converted to
ordinary shares. Details of post year end share issues are in
note 35.

22. Share premium account

2008 2007
$000 $000
At start of period 116,998 -

Premium on shares issued
during the period
Share issue costs

21,676 124,926
(860) (7928)

137,814 116,998

23. Share based payments

Unapproved Company Share Option Plan (the Plan)

The only share option scheme operated by the Company
during the year was the Unapproved Share Option Plan
established on 22 November 2007. Options granted under
the Plan become exercisable following the first, second or third
anniversary of the date of the grant, and once vested may

be exercised up to the fifth anniversary of the date of vesting.
There are no performance conditions attaching to the awards.
Further details are provided in the Remuneration Report.

The following table illustrates the number and weighted
average exercise prices (WAEP) of, and movements in, share
options under the Plan during the year.

2008 2007
2008 WAEP 2007  WAEP
$000 (pence) $000 (pence)
Outstanding at
start of period 11,541,728 65 - -
Granted 10,125,898 46 11,541,728 65
Exercised - - - -
Forfeited (2,912,668) 70 - -
Ovutstanding at
end of period 18,754,958 54 11,541,728 65
Exercisable at end
of period 3,583,494 52 - -

No options were exercised during 2008 (2007: Nil).

Options outstanding at 31 December 2008 had exercise
prices of 30p to 129p (2007: 52p to 78p) and average
contractual life of 6.25 years (2007: 6.9 years).



23. Share based payments continued

Unapproved Company Share Option Plan (the Plan) continved
Options were valued using the binomial option pricing model,
but adjusted to model the particular features of the options.
The principal inputs to the valuation model for the 2008
awards were:

Risk Free Interest Rate 3.9 — 4.3% pa

Expected Volatility 50% pa
Dividend Yield 0% pa
Employee Turnover 0%

Allowance made for individuals
to exercise before the end
of the exercise period

Early Exercise

Expected volatility was determined by calculating the historical
voﬁ:tility of share prices for a group of comparable companies
over a period commensurate with the expected lifetime

of the awards.

The weighted average fair value of the options awarded in
2008 valued in accordance with IFRS 2 was 16.9p and the
weighted average expected life from grant date was 3.5 years.
The Group recognised a total expense of $2,419,000

(2007 - $335,000) in respect of the Plan.

Share based payment reserve

2008 2007

$000  $000
At start of period 335 -
Charged to income statement 2,419 335
At end of period 2,754 335
24. Foreign exchange reserve

2008 2007

$000  $000
At start of period (3,315) -
Currency translation differences (4,579) (3,315)
At end of period (7,894) (3,315)

25. Other financial instruments

2008 2007
$000 $000

Present value of finance lease liabilities:
Within one year 846 63
Between two and five years 156 125
1,002 188

The Group's finance leases bear fixed interest rates set at
between 5% and 51% and are denominated in the following
currencies:

2008 2007

$000 $000

Euro 795 -
Hryvna 207 188
1,002 188

Finance leases are secured against those assets to which the
finance lease relates.

26. Trade and other payables

2008 2007
$000  $000
Trade payables 6,412 1,814
Amounts due to related parties - 1,483
Employee liabilities 258 -
Social security and other taxes 169 2
Accrued expenses 761 268
Other payables 116 -
7,716 3,567
The Directors consider that the carrying amount of trade
payables approximates to their fair vo?ue.
Trade payables become due as follows:
2008 2007
$000  $000
1 — 3 months 4,764 1,389
3 - 6 months 993 331
Over 6 months 655 94
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27. Financial instruments recognised
in the balance sheet

A. At 31 December 2008

Loans
and other
Held for Available receivables/
trading forsale  (payables)  Total
$000 $000 $000 $000
Non-current
financial assets
Financial asset investments - 117 - 17
Current financial assets
Trade and other receivables - - 1,114 1,114
Cash and cash equivalents - — 4,230 4,230
Total financial assets - 117 5,344 5,461
Current financial liabilities
Trade and other payables - - 7035 7035
Obligations under
finance leases - - 846 846
Non-current
financial liabilities
Obligations under
finance leases - - 156 156
Total financial liabilities - - 8,037 8,037
B. At 31 December 2007
Other
Held Available  financial
for trading  for sale liabilities Total
$000 $000 $000 $000
Non-current
financial assets
Financial asset investments - - - -
Current financial assets
Trade and other receivables - - 1,789 1,789
Cash and cash equivalents - — 87646 87646
Derivative financial assets 34 - - 34
Total financial assets 34 - 89,435 89,469
Current financial liabilities
Trade and other payables - - 3,566 3,566
Obligations under
finance leases - - 63 63
Non-current financial
liabilities
Obligations under
finance leases - - 125 125
Total financial liabilities - - 3,754 3,754
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28. Deferred income tax

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset the current tax assets
against current tax liabilities and when the deferred income
taxes relate to the same fiscal authority.

As at 31 December 2008 the Group had a potential deferred
tax asset of $3,703,000 relating to trading losses available
to carry forward. Due to political conditions in Ukraine the
Directors view that this asset will not be realised and is,
therefore, not recognised in these financial statements.

As at 31 December 2008 the Group had no deferred tax
liabilities.

As at 31 December 2007 the Group had a deferred tax
asset of $917,000 relating to the trading losses available to
carry forward. The Group also had deferred tax liabilities

of US$917,000 relating to the fair value adjustment in respect
of biological assets. As both the assets and the liabilities
relate to the Group's operations in Ukraine and there is

a legal right of set-off, the amounts have been netted in the
financial statements.

29, Retirement benefit obligations
The Group did not have any retirement benefit obligations
as at 31 December 2008 (2007 nil).

30. Directors and employees
2008 2007
$000  $000
Staff costs during the Feriod were as follows:
Woages, salaries and fees 7,798 2,507
Social security costs 1,523 187
Termination benefits 495 -
Share based payments 2,419 335
12,235 3,029

The average number of employees during the period was:

Directors 7 4
Administration 123 37
Operatives 652 122
782 163

Total number of employees at 31 December 740 249
Total amount for Directors’ remuneration and other benefits
was as follows:
Emoluments for Directors’ services

— fees and salaries 996 458

The emoluments of the highest paid employee was $291,130
(2007: $141,000).



31. Leasing commitments

Operating lease commitments — Group as a lessee

The Group leases parcels of land under non-cancellable
operating leases. The lease expenditure charged to the income
statement during the period is disclosed in Note 7.

The future aggregate minimum lease payments under non-
cancellable operating leases are as follows:

2008 2007
$000  $000
Registered land leases:

No later than 1 year 752 1,049
Later than 1 year and no later than 5 years 2,709 2,383
Later than 5 years 4,850 5,318
8,311 8,750

Other operating leases - buildings:
No later than 1 year 20 205
Later than 1 year and no later than 5 years 15 36
35 241

32. Capital commitments
Capital expenditure contracted for at the balance sheet date,
but not yet incurred is as follows:

2008 2007
$000  $000
Property plant & equipment - 14,042

33. Corporate asset acquisitions
The subsidiaries included in these financial statements are

as follows:
Percentage of
ownership

Country of
incorporation Ac'rivity
Held at 31 December 2007:
Charmaine
Investments Ltd Cyprus
LK Ukraine Group Ltd  Ukraine
Landkom UA Lid Ukraine
England &
Landkom Services Ltd  Wales

Holding company100.00%
Farm operations  99.99%
Land ownership  100.00%

Admin services 100.00%

Acquired or formed during the year:

Bio Invest LLC Ukraine  Farm operations  90.00%
Radalan land LLC Ukraine  Farm operations  90.00%
Velych LLC Ukraine  Farm operations  80.00%
Kozatskyi Kurin LK LLC Ukraine ~ Farm operations  80.00%
Druzbha LLC Ukraine  Farm operations  99.60%
Landkom Krym Ukraine  Holding company100.00%
Yasnaya Polyana Ukraine  Farm operations  88.77%
Romaniv Agro LLC Ukraine  Farm operations 100.00%
Dobrosyn LLC Ukraine  Farm operations 100.00%
Nazalezhnist PP Ukraine  Farm operations 100.00%
Landkom Ukraine PP Ukraine  Land ownership  100.00%

The Group acquired the net assets of Landkom Ukraine PP
on 11 January 2008 (an entity previously under the control
of key management personnel - Richard Spinks) for nominal
consideration of UAH 1.

The Group has made a number of acquisitions during the year.
In the view of the Directors the entities acquired do not satisfy
the definition of a business as defined by IFRS 3 and
consequently these acquisitions have been treated as asset
purchases (see note 12) and are included in property, plant
and equipment at cost to the group.

34. Related party transactions

a. During the period the Group acquired an entity controlled
by key management personnel (Landkom Ukraine PP —

Mr Richard Spinks) for nominal consideration of UAH 1. In the
opinion of the Directors the fair value of the assets acquired
are greater than the consideration.

Prior to the Group acquiring Landkom Ukraine PP the following
transactions occurred:

2008 2007
$000 $000
Sale of cultivation services - 1,487
Purchase of agronomy services - 1,782
Purchase of assets - 145

Sales of services to related parties were made at the Group's
usual cultivation price lists. Purchases were made at market
price, adjusted to reflect the quality of services purchased.

b. During the period the Group acquired a dwelling house and
land plot from a close family member of the key management
(Mr Richard Spinks). The Group paid consideration of
$157,000 (UAH 748,661). In the opinion of the Directors the
fair value of the assets acquired are greater than the
consideration.

c. The Group also acquired from key management personnel
(Mr Richard Spinks) a residential flat. The Group paid
consideration of $41,000 (UAH 202,000). In the opinion of
the Directors the fair value of the assets acquired are greater
than the consideration.

d. Warwick Smith resigned as a Director on 3 September
2008 and received post employment benefits in the form
of severance payments amounting to $198,983.

e. Keith Dawson resigned as a Director on 28 April 2008

and received post employment benefits in the form of
severance payments amounting to $73,729.
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34. Related party transactions continued
f. Year end balances with related parties from sales/purchases
of goods/services were:

2008 2007
$000  $000
Net receivables from related party:
Landkom Ukraine PP
— Under control of Richard Spinks - 312
Amounts due to related party:
Richard Spinks - 8

g- The remuneration of the Directors, who are the key
management personnel of the Group is set out below in
aggregate for each of the categories specified in IAS 24
‘Related Party Disclosures’. Further information about the
remuneration of individual Directors is provided in the
Directors’ Remuneration Report on pages 17 to 18.

2008 2007

$000  $000

Short-term employee benefits 996 458
Termination benefits 273 -
Share based payment charge 1,657 176
2,926 634

35. Events after the balance sheet date

In March 2009, Landkom International Plc placed 40,000,000
new ordinary shares of 0.1 pence each at 12p per share to
raise gross proceeds of $6.86 million.
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36. Management of capital
The Group's objectives when managing capital are:

* To maintain the entity’s ability to continue as a goin
concern, so that it can continue to provide a return ?or
shareholders and benefits for other stakeholders, and

* To provide an adequate return to shareholders by pricing
products and services commensurately with the level of risk

The Group sets the amount of capital in proportion to risk.

The Group manages the capital structure and makes
adjustments to it in the light of changes in economic conditions
and the risk characteristics of the underlying assets. In order
to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares, obtain or increase
debt, or sell assets to reduce debt.

37. Non cash items
During the period the Group entered into the following
non-cash fransactions:

2008 2007
$000 $000
Purchase of assets under finance lease 814 -
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