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Themost.important news of the week

1/ Saveliev's ghosts (Vedomosti).

The “Aeroflot” senior management wants to receive stock options worth 10% of the airline.
The issue was discussed during a board meeting and will now be on the agenda of the
Human Resources and Compensations Committee. Initially, the airline wanted to buy only
3% of its shares for 200 executives (and also executives of “Aeroflot™s daughter airlines
“Aeroflot-Nord” and “Donavia”). Now, the possible payees will be no more than 50, the
daughter companies are left out and the total would be 10% of the airline. In July, Vitalii
Saveliev was saying : “The stock options are a civilized way to stimulate the executives”.
These “ghost” shares will be sellable three years after the beginning of the program and
they won'’t bring dividends. 10% = 4,7bn Roubles (110M Euros) ; that’'s 51% better than at
the beginning of the year.

2/ “KD avia” employees will receive their due salari es (Interfax).

The Kaliningrad DUMA has decided to amend its 2009 budget, in order to pay off « KD
avia » debts. The correction is to the tune of 500M Roubles. This money will be used to
provide financial help to the now-grounded airline’s employees. The “order” was given by
Putin while on visit in the region. He asked Governor Boos to use part of the 4bn Roubles
help that was initially intended to “KDavia” but which had then been used for other “good
reasons”. This help (4,062M Roubles) has already been received by 520 employees. “KD
avia” filed for bankruptcy on October 2 and is under observation until January 26, 2010.
The airline owes a total of 14bn Roubles.
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13 By 2010, all MiG-29Ns in the Malaysian Air Force

will be exchanged for Su-
Minister of Defense

30MKMs, says Mister Akhmad Zakhid Khamidi, Malaysian

(ARMS-TASS).

| « 18 Su-30MKMs will fill in for the 10 MiG-29Ns », said he. He added “At the time (in 1993),
Malaysia bought the MiGs rather cheaply but their maintenance and the spare parts are
very expensive : we will spare, with this exchange, 75,4M Dollars”. Un-officially, Malaysia
could also buy fighter jets in the US, in the UK, in France or in Sweden : the decision will be
-| taken once the country exits the financial crisis.

4/ Bolivia might want to buy from « IFK » An-148s
VIP (ARMS-TASS).

Deliveries of the jets could be done in 2011. Presently,
the talks are just starting and they are about one
machine only. “IFK” says they might ask for financial
help from Russian banks. Bolivia seems to be
interested by other Russian aircraft. “IFK” could even
create a maintenance center for An-148s in Bolivia.
“IFK” has already 56 hard orders and 54 options for
An-148s worldwide mostly, it seems, in Russia.
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5/ Certification is late (Vremia Novostei).

“GSS” Is not going to be able to deliver on time the first SuperJets to « Aeroflot ». Although
officially there are no delays, experts forecast the certification of the machine no time earlier
than the first quarter of 2010. “Armavia” confirms these forecasts by announcing that the
first deliveries of its SSJs (the airline bought two machines) had been postponed to April
2010. “GSS” postponed also yesterday's shareholders’ meeting during which the
production of the airplane was on the agenda ; “Aeroflot” announced its shareholders’
meeting for December 14 during which the financing of 30 machines is the main theme of
the agenda. In any case, the date of the meeting will be fixed once the first SuperJet is
delivered to the airline. According to the contract signed between « Aeroflot » and GSS in
2005, the first SuperJets were supposed to be delivered already in November 2008. The
airline hasn’t asked for any compensation and seems to be patiently waiting.

6/ OAK buys MiG (Lenta.ru).

The UAC bought 100% of “MiG”. The amount of the transaction is not public yet but at the
end of September, the media were judging that 100% of MiG (in the case they were bought
by the UAC) would cost 1 Rouble and five Kopecks : such conclusion was formed after an
official press-release published on the UAC’s website stated that one share of “MiG” would
cost 0,0000000498308148918584 Roubles. Initially, it was scheduled that “MiG” enter the
UAC at the beginning of the year but because of important debts, the entry was postponed.
“*MIG” ‘s debts are assessed at 44bn Roubles ; its losses in 2008 were assessed at 11M
Roubles. The Government announced last August that it would finance the UAC to the tune
of over 120bn Roubles.




11_8863C1010




7/ Russia’s new military concept (Vremia Novostei).

Russia’s military infrastructure is behind the US and NATO'’s. Head of the military
headquarters Nikolay Makarov said that the main goal of the training of last month was to
get ready for the change toward a “centralized” army.

70% of the NATO'’s and of the US’s armed forces are modern ; 10% only of the Russian’s
armed forces are modern : most of the Russian equipment was produced in the 70s or 80s.
The operation in Georgia in August 2008 showed many flaws : bad communication, weak
management of troops and of armament, bad defense systems, no data support, etc... The
T-80s that were used during the exercise proved to be easily destroyed by modern anti-
tank missiles. The tanks were accompanied by Mi-28Ns, Ka-52s, Su-24Ms and Tu-22M3s
equipped with old fashioned armament that require the entry into the enemy's defense.
Russia’s armed forces are 10 to 15 years behind “Western” armies and the trainings
performed during “Zapad-2009", “Ladoga-2009" “Kavkaz-2009“ have in nho way whatsoever
demonstrated the transition toward the so-called “network-centralized” wars.

8/ The MS-21 model is being tested by the TSAGI (TSA Gl release).

The first step of the testing of the MS-21 is over. Testing involved landing and taking off.
The goal of the testing was to understand the aerodynamics of the machine. The testing
took place in the T-102 tube where an airflow of 50 m/s can be generated. The tube is
equipped with a screen that reproduces ground effect : it adapts to the model whatever its
angle of attack is in such a manner that the distance between the screen and the model is
always the same. The result is a wide range of data describing the model’'s behavior under
different angles of attack at landing and take off ; its lifting surface ; its ailerons and tail and
fins...




1 9/ The KAPO lands in the UAC (Kommersant — Kazan).

- The KAPO entered the UAC holding. The management of the Kazan-based firm hopes to
receive thus financial support and also hopes to receive orders for special and/or strategic
| airplanes. Experts say these hopes are justified but that the entering into the UAC won't

_| help the Tu-334 project that the Tatarstan Republic is lobbying for because it would directly
-| compete with the SuperJet 100 and the An-148, both aircraft for which the UAC had hard

-| orders already. Sergey Ivanov announced that the UAC was now the holder of 100% of the
-| KAPO Gorbunov, exactly as planned by Alexey Fedorov who had announced some time

| back that the deal would be done in October 2009. The Vice Premier added that the KAPO
| was in a good financial state because the Government had injected 4bn Roubles into the
charter capital. The KAPO produces Tu-214s and has already delivered 14 machines ; the
factory also repairs 1I-62Ms, Tu-160s, Tu-22M3S. Next year, the Kazan plant hopes to start
the production of the Tu-334. Vassil Kayumov says the entry of his company into the UAC
IS a decisive step for its future development. The KAPO and the Taganrog-based
companies will constitute the “Special and strategic aviation” department of the UAC.
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10/ Chemezov's strategy (Vedomaosti).

Four committees within the « Russian Technologies » (“Rostechnologies”) board of
technologies have been created: strategic planning, human resources, military-industrial
partnership and audit. The “Strategy” committee is headed by Elvira Nabiullina, Minister of
Economical Development, who has insisted that as many possible independent observers
be included within the committees, in order “to balance the resolutions”, says a source in
her Ministry.

But not all the members of the committees agree with the division of powers and
responsibilities because these members complain that they don’t have the necessary
access to some decisions or to some information. But the experts in Nabiullina’s committee
are ready to start the restructurization of “Rostechnologies”. Guriev says “the Governmental
Corporation is an ensemble of assets which need to be restructurized and maybe also
privatized in order to accomplish the break-through in production and export of new
technologies”. The independent experts who are in the Strategy Committee are
independent directors and that’s a good thing, says Alexander Filatov, of the Association of
Independent Directors, because they aren’t affiliated and don’t have any personal interests
that prevail.




11/ “Sokol” integrates the UAC (Kommersant — Nizhni).

The UAC has consolidated 65% of the charter capital of « Sokol », the Nizhni Novgorod-
based aircraft production plant. Since “Irkut” also has a share of the capital of “Sokol” and
since “Irkut” is part of the UAC, experts say the holding will have 90% of “Sokol”. “Sokol”
will go in the “fighter jet” department (together with “Sukhoi” and “MiG”) of the UAC and will
be the main entity for the production of MiGs. The UAC will publish its new structure at the
end of November. “Sokol” has been registered in 1994 but was created in 1932 under the
name “Gorkii Aviation Plant”. It is specialized in the production of MiGs and Yak-130s.
Maksim Pyadushkin, chief-editor of the Russia/CIS Observer says “Sokol” has a great
future producing “MiGs” if Russia wins the Indian tender worth 10bn USD for 126 fighter
jets (the result should be made public in 2015) ; now, “Sokol” is implementing an order for
India for 16MiG-29K/KUBs (carried).

12/ A Russian analogue to Boeing will appear on the market in two years (YUGA.ru).

The new madification of the Tu-204 is currently being developed in Ulyanovsk by

« Aviastar-SP ». This new aircraft will have better engines and its costs will be decreased
by 35%. Mister Valerii Solozobov, Head of the Tupolev Design Bureau, says the aircraft will
also have “the most modern avionics”. Head of Rosaviatsia Gennadii Kurzenkov was
threatening, in an article published by Vedomosti, the Tu-204, saying it wasn't a safe
aircraft and that it should be grounded. The Tu-204SM seems to be the solution to this
problem. The UAC says that until the MS-21 is produced, the TU-204SM will be the only
Russian middle-haul class aircraft.
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