N AW
Ry AIRFRANCE 7/ ) Bosarcou st




:IKEDE§E!33TTENTS

|- Special report : business aviation............... pages 410 6
— |- Aeronautical news............ccoeeviiiiiiicceneeenn pages 8 to 13
- SPACE NEWS....ceiiiieiee e s e pages 14to 1

[T




Every day, find the latest news
the day before on

TSR




SPECIAL BUSINESS AVIATION REPORT

Operation of Business Jets in Russia: Current Legdksues
By: Derek A. Bloom, Partner
Capital Legal Services, L.L.C. (www.cls.ru)

Today, only eight percent of the over two hundred aighty foreign-manufactured business jets owdiezttly
or indirectly by Russian businesses and individaadsregistered in Russia. Russia is enactingindegal
reforms intended to encourage Russian owners afd&ssjets to register their aircraft in Russia. ldoar, the
great majority of Russian-owned aircraft will ligglemain owned, managed and operated from neartppEan
countries, and flown into Russia to pick up andoduéf passengers. Tax-planning, operational andagement
considerations will cause some Russian corporatmesistoms clear and register their aircraft irs$ta in
coming years.

The reasons why Russian businesses own their fincostly outside Russia are objective and subjecti
Objective factors include, first and foremost, test of customs duties and import VAT and Russiapgrty
taxes is prohibitively high, in some cases totafioigy-one percent of the cost of an aircraft. Trifeastructure
for managing, hangaring, maintaining, crewing amgelling corporate aircraft is extensively develputside
Russia. The resources to finance the purchaséeasa of a corporate jet are more accessible @ufudsia, an(
at much lower cost, and those sources of finanautgide Russia typically require financed airctafbe
registered and based outside Russia. The destisatowhich corporate aircraft are flown are laygaltside
Russia, although there is a group of Russian catjfwms which need to operate certain of their aftqerimarily
within Russia. The subjective factors include aespread preference among aircraft owners to owm suc
valuable assets in jurisdictions outside Russiaravtieere is a more certain legal environment, apdraeeption
of less political risk.

This article summarizes certain legal issues thesikn owners of business jets, or first-time aeysiof
business jets, are following in the fall of 2009.




Russian Aircraft Registry

In addition to the requirement for registrationcofilian aircraft in the State Registry of Civiligkircraft, Russia
introduced a new federal law as of March 14, 2008w comes into effect on September 14, 2009 amaines
ownership of aircraft and related transactionsaadgistered in the Unified State Registry for Omghe of
Aircraft. Under the new law, encumbrances on aftcnacluding mortgages, trusts, leases, arrestsrofaft,
declarations of liens, and any other legal clainay @iso be recorded in the registry. Industry @sifgnals are
not expecting the new law concerning registratibairaft to have any practical impact on the clkat
Russian owners of corporate aircraft to registerrthircraft in Russia or not.

Limited Customs Clearance Exemptions

Russia has introduced certain narrowly-drawn examptfrom Russian customs duties for certain moadkls
foreign aircraft. The exemptions exclude most papuoiodels of aircraft. One exemption is for civiceaft
weighing from 2,000 to 15,000 kilograms and hawsegting for up to 50 passengers. A second exemption
signed into law on April 30, 2009 is for civil aredt having a weight from 15,000 to 20,000 kilograamsl
seating for no more than 19 passengers.

Limited Number of Days Foreign-Registered Aircnaifhy be in Russia without Paying Customs Duties
The prevailing practice is that corporate aircoathed indirectly by Russian businesses and indaiglthrough
legal entities in Europe are temporarily flown mdaout of Russia, and are not based in Russia. Gvaieserve
a limit on the numbers of days that their aircrafty be in Russia without triggering a customs celeeag
requirement.

Cabotage Flights in Russia

Domestic flights between two Russian cities by ifgmeegistered aircraft are generally prohibitedRimssia.
Notwithstanding the general prohibition on cabotiigts, in practice, foreign registered aircrafayrbe flown
inside Russia on a limited number of domestic tigbursuant to special permissions, though sught8di
remain, of course, subject to limits as prohibitabbotage flights.

Tax Planning for Aircraft Ownership
The principal tax planning points for Russian acepd of corporate aircraft include planning forasvapplicable
to the acquisition transaction, including customse$ and import VAT, and planning for subsequetuwttion
of depreciation expenses, operation expensesayjragnt and offset of value added taxes, and pryppexes.
While the planning considerations are specificaohesituation, the main planning issue is the bheatfegally
avoiding Russian customs duties and import VAT ivgraging for aircraft to be acquired by a legaltgnh a
tax haven jurisdiction in which Russian customseftVAT and property taxes may all be avoided.




Capital Legal Services, L.L.C. is a full-service
professional law firm with offices in St. Petersbur g and
Moscow, able to assist clients with investments and
business projects in Russia and other CIS countries
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AERONAUTICAL NEWS

1/ The new principals of the Russian Air Force (Rasiskaya Gazeta).

Alexander Zelin, Head of the Russian Army, expldif@urnalists what the reforms of the Russian Airde
were. The 340 bits and pieces of the Air Forceuaiited now into 180. The structure is hence cilijoshanged.
Now, the Air Force (VVS) and the Air Defense (PV&¢ divided into 4 main commands : Saint-Petersfilixg
Novossibirsk (2), Khabarovsk (3) and Rostov-on-Dén There are now 33 air bases which replace thedp
air wings and divisions and which are divided itgroups : the first group will take part in theimaperations
and fulfill the most difficult tasks ; the seconbgp will execute the missions that were beforglatted to the
different air wings ; the third group will be ansadrons.

SAM regiments and SIGINT will be divided into 13dmades of air and space defense. Thus has the AgteFo
mutated from a 4-level army (army — division — regmine squadron) into a 3-level one. Furthermore, {cangge
and transport aviation are now independent. Buttha changes have occurred within the special force
Command which used to defend strategic locatiohs.fleed for a “cementing joint” between the 3 lewtlthe
Air Force is a subject of discussion since thel@@svas never implemented. But now, General Zelinrhade
clear that the Air Force would be responsible lfgr air defense and regional missile defense Sgaee Troops
will be responsible for strategic defense andwtms threat (attacks with satellites or space-bassehals). Zelin
also explained that soon, the air and space stweldd cover the whole country.
This shield will be implemented with S-400 “Triuniphissiles and S-500s that are
currently been designed. Unfortunately, the pradaatapabilities of the military-
industrial complex are now inferior to what is neédo implement the 5 divisions of
S-400s in 2010. Hence the proposal to build anddetory for the S-400s :

now, there are only 2, near the town of Electrostal




2/ The Chinese lust for Russian weapons (RBC Daily)

President Medvedev had a meeting with the Chinegaifydirector of the People’s Republic Central kéity
Council, Mister Go Bosyun. Both men talked abouitany cooperation which, lately, has been stallduk:
Russians don’t want to give their technologies il novelties away to the Chinese because thaypieating.
Scandals over the Su-33 and the Su-27 are knowath to

Anatoly Serdiukov, Defense Minister and Mikhail Dr@v, Head of the Federal Service for Military and
Industrial Cooperation, took part in the meetingalihwas held in Barvikha, not far from Moscow.
Furthermore, since the Tiananmen tragedy, Chieanisargoed by the international community.

But Russian factories need money. “The partiedrgneg to find a compromise”, says an expert frdva Centre
of Analysis, Strategy and Technology. “The weapiwesChinese currently have is a mix of Russian and
Western-made technologies : for example, theirsshgays an expert from the Institute of Politiaat Military
Analysis. “Until today, we have been intelligenbegh not to give them 5th GEN technology...let’s hapeill
stay that way”.




3/ From A to Z (Vedomosti).

Premier Putin is in France to talk about AvtoVaztdeb
(“Renault”, “Rostechnologies” and Troika Dialog, whiown
respectively 25%, 18,83% and 24,28% of “AvtoVaz” are
expected to sign the restructurization of the camgebout the
“South Stream” pipeline (“*Gazprom” should sign an M@th
“Electricité de France”) and about the helicoptemiea Mistral,
which has, this week participated in Saint-Petegiujoint
training with the Russian Navy (although this

subject isn’t on the agenda, there will probably be

The announcement that an official international

tender is opened to which Russian and foreign

companies will participate).

Another important subject will the « Souz-Kourou »
project, for the launching of Russian rockets

Souz-2 from the French Guyana base. 90% of the

base is now ready (the project costs 334M Euros of

which Russia financed 121M) and the first launch

is scheduled in 2010.

But aviation projects were also discussed : Vilkhristenko,
Mikhail Pogosian and Andrey Reus visited a “SNECMAA.
This visit is very important for the future of t&&aM-146 which
iIs now impeded and which certification is behintextule.
Russian experts say the role Nicolas Sarkozy pldyeithg the
Georgian war last year helped the French-Russlatiarship
and also gave France a strong position on thenat@nal scene.




4/ Flight insurance (Vedomosti).

5bn Rubles have been allocated in next year’s duddeelp airlines which find themselves in the omgibility to

carry their passengers, said Valerii Okulov. Bsttitle last time :

in 2011, the airlines will havebe able to

cover themselves. The «AirUnion» scandal in 2008 thvasnitiator of the discussion.

The airlines are offered three solutions : bank-guiy, insurance policy, their own savings fund.tAése
options imply additional costs to be covered byghssengers, of course. The «tax» would be not thare1%
of the air-fare, says Mister Martirosov, Head otaid>, which would make 120M Rubles per year. «Aleto is
worried to have to pay for the smaller airlinescsiit transports much more passengers.

5/ The Pentagon seeks open skies over Azerbaijan
(Nezavisimaya Gazeta).

Celeste Wallander (photo left) Deputy Assistant Secretary
of Defense for Russia, Ukraine and Eurasia, wdaku this
week. The Pentagon representative has aIread;dta]kb
Safar Abiev, Defense Minister of Azerbaijan andwilie
President Ilkham Aliev. During a press-conferencessds
Wallander said: “Azerbaijan is a main ally againdgremism.
This country has helped the NATO in Kosovo, Irak and
Afghanistan”. Military cooperation of course toushbe
Karabach conflict and the need to respect the iittegf
Azerbaijan borders. The official agenda was codpmra
between the US and Azerbaijan but experts thinkithin
topic of discussions was NATO flights over this ooy and

in particular AWACS flights, which, until now, darmave a
flight corridor. Azerbaijan, in exchange, woulddiko receive
guaranties for protection. “I propose to sign atact betweer
NATO countries and partner-countries where the
responsibilities of the parties will be defined aaisb the
guaranties for security”, said Araz Azimov. Here efzaijan
is not the only country involved and talks will leato include

Turkey, Turkmenia and Uzbekistan.




6/ Iran conducts military training (Gazeta.ru).

Iran has started the most important military tnagnin its history. The
goals were to simulate the defense of nuclear @tatanze, Teheran,
Busher and Kuma) against possible strikes from Iside exercises
received the code-name “Modafin | Azemat | Belayat®iich means
“Defendors of the sky and of the earth-2". Accordinghe head of the
Iran army Akhmad Mikani, these exercises were scleelda year ago.
The training will occupy a total area of 600 thawd&m?2 and will last
5 days. In addition to the usual air defense, Wdhtry out its new anti-
missile defense which allows to destroy stealtkiynfl objects. But Iran
hasn’t received yet the S-300 promised by RusskD0V. In any case,

such missiles as Shakhab-3, Sadzhil-2 and Kadad é@ulaunched :
these missiles have a range of two thousand kilerselran leaders
promise a missile launch on Tel-Aviv to retaliag@imst any form of

aggression from Israel.

7/ MiGs aren’t trendy anymore (Vzgliad).

The Indians have started to replace their old MiS-&ith their
own locally-made Tejas light fighter jets. The Indiarmy
signed a contract for 18 one-seaters and 2 twoisdate
training with Hindustan Aeronautics. The first sduan will be
ready in 2015. The sum of the contract hadn’t lieciosed :
« When the airplanes will be ready, then we wik talbout
their price », said a HAL executive.

In 2015, the Indian Air Force will put away 120 Mifd s and
40 MiG-27s. India has also ordered 29 MiG-29K/KU®bjch
will be used on the Admiral Gorshkov, the futurd&kNimadita.
Although India is the biggest importer of Russiacraft and
will keep this status for the next 15 years, itBgyas changing
. recently, it preferred to the II-78 tanker the38BIRTT. HAL
Is scheduled to produce 220 Tejas.
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The President of India tests the Su-30MKI (« Irkut » press-elease adapted by G3aiR).

The President of India Pratibha Devisingh Patil has flowa Bu-30MK. Shortly after landing on the Lohegaor
military base near Pune city, the 74 year old hdadate who is at the same time the Supreme commamde
chief of the Indian armed forces said to the ptleasthe sortie was an opportunity for her to getioge look at
the sophisticated jet. President Patil is the first woin@ad of state to fly in a fighter jet aircraft. The pregou
Indian President Abdul Kalam flew the Su-30MKI in 2006.

India has signed with Russia a number of contracts progidoth direct purchases of fighters Su-30MKI, and {
organization of their licensed manufacture at the largediah aircraft building enterprise «Hindustan
Aeronautics Limited» (HAL). The total cost of these tractsans — over $8bn. Today Indian Air Forces posses
over 100 fighters Su-30MKI, and by 2015 there will be aiiZ®0.

Negotiations about modernization of the Su-30MKI for YAE are carried on currently. In particular, they are
planned to be equipped with the Russian-Indian supersonisecmissile "Bramos" that will compose a unique
arms complex. The president of Irkut Oleg Demchenko saitiecappreciation of Su-30MKI from the Indian
president, means a lot to us. The program of producing®hias allowed not only to equip the Air Forces of
India with excellent warplanes, but also has strengthg@agthership between Irkut and HAL which in parallel
produce the Su-30MKI in Irkutsk and Nasike. We highly agupate the experience of interaction and we hope
develop our relations both within the bounds of the Su-30MKigram and other projects».

The general director of Sukhoi Michael Pogosyan notede@i30MKI project has opened a new stage in
strategic partnership of Russia and India in the field ofraift engineering. During its realization we have pasg
from direct deliveries of aircraft to its licensed marattaing. This experience is very important before the
creation of the fifth generation aircraft».

President Medvedev called President Patil to cdnat her on her flight.
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SPACE-NEWS

1/ The Souz spacecraft are the only link between tH&S and the earth (Compulenta).

Because of an increase in rotations between tlie aad the ISS, Souz aircraft will be launched nudten :
from 2 yearly trips, it will reach 4 next year. Fugrmore, if the USA decides to quit launching 8tittles, then
the Souz will really be the only possibility to réabhe 1SS. Also, in order to insure emergency eaouns, there
should be at least 2 3-seat Souz ready at all times.
Regarding space tourism, Anatolii Perminov, Head of
Roskosmos said there would be an interruption ghts until
2012 and mysteriously announced new possible cidmits

space tourists after.

174

3/ Russia and Thailand to cooperate in space (Prime
Tass).

Vice-Premier Sergey Sobyanin assessed the
4th  intergovernmental cooperation commission betwee
Russia and Thailand as highly productive. “We aterested
in developing cooperation in the fields of spaashtmlogies
and telecommunication”, said he. “We have offeréailbnd
to cooperate on GLONASS”. The next meeting, which
Sobyanin hoped to be within a year from now, shdwzgpen
in Russia. Kassit Piro, Head of the Ministry of theéerior of
Thailand, said the Kingdom was very grateful tosfla for
letting more and more Thai students study in Rusdia
added Thailand was interested in a tighter cooperatith
Russia for space peaceful nuclear technologies”.
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JOB AD

« Roskosmos » is searching for a senior
constructor and for a general director for
NPO Lavochkin.

Duties include:

-Designing and testing of automatic space
equipment for astrophysics and planetary
research;

-Designing and implementing of space
information systems;

-Ballistic interplanetary expeditions and
satellite systems;

-Pre-flight testing of parts and spacecraft
systems;

-Preparation of spacecraft (at cosmodrone
locations);

-Designing and testing of the power plant.

Requirements:

-Higher education a must.

-Experience no less than 10 years at senio
executive positions during the previous 5
years a must.

-Security Clearance level 2
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