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IHHOBaAUMOHHAA OeATENbHOCTb

IHHOBALUMOHHbLIA MpoLecc — 3TO €OUHCTBEHHLIN B CBOEM
poge npouecc, OObeAuHSIIOWNA  HAyKy, TEXHUKY,
9KOHOMWUKY, npeanpuHuMaTenbcTtBo WU ynpasrieHne. OH
COCTOMUT B MMOJSIy4EHMM HOBLUECTBA W MNpPOCTMpaeTcsa OT
3apoXXaeHna uaen OO0 ee KOMMEPYEeCKoM peanusauuu,
oxBaTblBasi TakuM obpa3oM OTHOLLEHUS MO NMPOU3BOACTBY,
obMeHy, nNoTpedneHno™.

*[xetmc bpaum, amepuKkaHCKNN 3KOHOMUCT, npodbeccop [apBapackomn
LLikonbl brusHeca (1959-1969).




IHHOBaALUMOHHAA OeATEerNbHOCTb

[MocTtaHoBneHue lNpaButensctea PO ot 24.06.1998r.
«O KOHUenuun MHHoBaUMOHHON NoNUTUKN Poccumnckon Pepgepaummny»:

— «MHHOBAUMOHHAsi OEATEeNbHOCTb» - TMPOLIECC, HanpaBfeHHbIM Ha
peanusaumio pes3ynbTaTOB 3aKOHYEHHbIX HayyHbIX WCCregoBaHUn u
pa3paboToKk NMMOO MHbIX HAYYHO-TEXHUYECKUX OOCTUXKEHUW B HOBbLIA UMA
YCOBEPLUEHCTBOBAHHbLIN NPOAYKT, peanu3yemMbl Ha PblHKE, B HOBbIW UIN
YCOBEPLUEHCTBOBAHHLIA TEXHOSNIOTMYECKUN MNPOLIeCC, WCMOSIb3yeMbIN B
NpPakTU4YEeCKOM  OEATENIbHOCTM, a TakKkKe CBA3aHHble C  3TUM
OOMOJSTHUTESbHbIE HAaY4YHbIE NCCeaoBaHUs N pa3paboTKu.

— «MHHOBaAUWUA (HOBOBBe,EI,eHI/Ie)» - KOHEYHbIN pe3ysibTaTt WHHOBALMOHHON
OeATEelIbHOCTM, I'IOJ'WHI/IBLUI/IIZ peannM3aumio B Bumae HOBOIro WIn
ycoBEPLLEHCTBOBAHHOIO MNMpoAaykKTa, pearim3yemMoro Ha pblHKE, HOBOIo Uin
yCcOBEPLUEHCTBOBAHHOIO TEXHOJIOTNMYECKOIo rpouecca, UCNosfib3yemoro B
I'IpaKTI/I\-IeCKOVI OeATEeJIbHOCTU



VIHHOBaLUMOHHAA NONUTMKA rocygapcTea

YnpaBneHne u CTUMyNMpOBaHWE WHHOBALMOHHOIO rMpoLuecca Ha
rocyaapCTBEHHOM ypOBHE. B NpOMbILLINEHHO pa3BUTbIX CTPaHaX OHa Kak
NpaBuUNO HamnpaBfeHa Ha co3gaHue 6naronpuaTHOro Knumata Aans
OCYLLECTBMNEHUSI NTHHOBALIMOHHOIO NnpoLiecca.

MeToabl BO34eNCTBUS rocygapcTea B 061act MHHOBaLWM:

— npsimble (Kak npaBuno, aaMUHUCTPATUBHO-BEOAOMCTBEHHOW U
nporpamMMHO Lueneson oopmax)

- KOCBEHHbIE (T.e. HaripaBfieHHble Ha KaK Ha CTUMYyJIiMpoBaHUE
caMnx WHHOBAUMOHHbLIX nMpoueccoB, TaK W Ha CO34aHne
6J'IaFOI'IpI/IF|THOFO KnnMmaTta And HOBaTOpCKOIZ OeATEeJIbHOCTMW.



3HavyeHne oxpaHbl 1 3aWnTbl 0OBEKTOB
NHTEenneKkTyanbHOM cOOCTBEHHOCTM Kak anemeHTa
MHHOBALIMOHHOW MONIUTUKN rocygapcTBa.

3akoHoOaTenbCTBO 00 WHTENNEKTyanbHOW COBCTBEHHOCTU — BaXXHEWLLUN
9NrleMeHT MHHOBAUWMOHHOro rnpouecca W MexaHu3Ma BO34ENCTBUSA
rocygjapctea Ha  MHHOBAUWOHHbIE  Mnpoueccbl WU WMHHOBALMWOHHYHO
OEeATENbHOCTD.

PyHKUMKM 3aKOHOOATENbHOro perynnmpoBaHns B cdepe UHTennekTyanbHOn
COBCTBEHHOCTN:

v’ 3akpenneHue npaB Ha pe3ynbTaT UHTeNneKTyanbHON AesTenbHOCTU
(«PWO»)

v CTumynupoBaHue co3gaHus M oxpaHa npaB aBTopa OXPaHAEMOro
P

v' BO3MOXHOCTb CBOOOOHOIO WCMNOMb30BaHUA M KOMMeEpLManusauum
oxpaHsaembix P

v

Bo3amMoXHOCTb npece4vyeHns He3aKOHHOro MCNONb30BaHUS
oxpaHsaembix PUL TpeTbumun nuuamm



3apybeXxHbin onbIT. ANoOHUS

— Mo obwemy npaBuny BragesnbUueM nNaTteHTa Ha nateHTocnocobHbin PU[,
COo34aHHbIU PabOTHUKOM, CTAaHOBMUTCA caM paboTtHuk. PabotopaTtenb
MMeeT npaBo Ha OecnmnaTHYK HEUCKNK4YUTENbHYK nuueH3uto (ct. 35
NMaTteHTHOro Akta fAnoHun). HO Ha npakTUKe MOXHO NpPeayCMOTpPeTb
MHON NOpPSAAOK, B COOTBETCTBUM C KOTOpPbIM pabotopartesib, a He
paboTHMK  OyaeTr  ABNATLCA nateHToooOnagarenem, Unnm  xe
paboTtoaaTento npeaocTaBnseTCA UCKNKYNTENbHasA NULEH3US.

— Cutyauma guameTpanbHO NMPOTUBONOJSIOXKHAsA C aBTOPCKMMM NpaBamMn Ha
PO n cekpeTamn npousBOACTBa, CO34aHHbLIMM B paMKax CryXxeObHoro
3apaHua (cT. 15 3akoHa 00 aBTOpPCKOM npase).

— 3akpensneHue HeoO6Xo0AMMOCTU BO3HArpaXxaeHUs co3partens crnyXebHoro
nateHtocnocobHoro PUL] paboroparenem; oTcyTcTBMe HEOOXOAUMOCTU
BO3HarpaXxaeHMs B OTHOLIEHUM CO3AaHHbIX a pamMKax cnyXxeoOHoro
3a,aHuUA 00 BLEKTOB aBTOPCKOro npaBa u CEKpeToB Npou3BoacTBa

— MprnobpeTteHmne padboTtHMKkom npaB Ha PUL, co3gaHHbIN pabOTHUKOM Ha
MOLLHOCTAX U C UCNOJSIb30BaHUEM pecypcoB paboToaarTens.



3apybexHblin onbIT. [epmMaHus

— Mo obwemy npaBuny BnagenbLemM nateHta Ha nateHTocnocobHbin PUL,
co3faHHbIN PabOTHUKOM, CTAaHOBUTCS PabOTHUK (3aKOH O CIYXeOHbIX
n3obpeteHusax). YertbipexmMecsAYHbIX CPOK ANA nepexoga npaB K
pabotoaatento. HoBble u3MeHeHUMA B 3aKOH npeaycMmatpuBaroT
aBTOMaTU4YeCKMNX nepexon npas

— OTpenbHoe perynupoBaHue AnfA nateHTocnocooHbix PUL, co3paHHbIX
no npoekrtam, cyocumpgupyembiMm MuHuctepcteom WccnegoBaHum wu
OGpa3oBaHus

— MpnobpeTteHne padotoparenem npaB Ha PUL, co3aaHHbIM pabOTHMKOM
Ha MOLLHOCTAX U C UCNONIb30OBaHUEM pecypcoB paboToaarens.

— 3aKpenneHue HeOOXOAUMOCTM BO3HarpaXxaeHua cosparesns crnyxeobHoro
PUL pa6otopatenem. lNMpu 3TOM 3aKOHOM O CIyXX€OHbIX N300peTeHnsX
npeaycMoTpeHbl KpUTepun Ana onpenesrieHUs Takoro BO3HarpaaeHus.
Bo3HarpaxgeHne AOOMMKHO oOXBaTbiBaTb CoO34aHWe, nepepjadvyy w
ucnono3oBaHme PUL. OtaenbHaa cucrtema pacuyeta ANl COTPYAHUKOB
HayyHbIX y4ypexaeHun ((!') Oo 30 % oOT BbIpyYKM OT UCNOSIb30OBaHUA
nsobperteHunsn). CneunanmnampoBaHHbIXN OpraH Mo paccMoOTpPEHMUIO CNOpPOB,
CBA3aHHbIX C pa3MepoM BO3HarpaxpeHusa — ApOuTpaxHasa naHesnb npwu
FepmMaHCKOM NnaTeHTHOM BeOMCTBe.
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—
3apybexHbin onbIT. Kntan

— Wnpokun ob6sem rocypapcTtBeHHOro ¢puHaHcupoBaHUA NpeayCcMOTpPEH
3akoHoM «O HaykKe W TexXHOJSIOTM4YEeCKOM nporpecce». 3aKOH
npegycMmatpuvBaeT psan uUeneBbIX rocygapcTBeHHbIX ¢OoHAOB Mo
nogaepxkKe TeX WU WHbIX BUOOB OATENLHOCTM B PasfIMYHbIX
oTpacnax HaykM M TexXHUKuU. [lpum 3aToM B cOOTBETCTBUU C 3aKOHOM
obnapatenem npaB Ha PWO, co3paHHOe B pamMKax nporpamMmmbl
rocyaapctBeHHOro ¢uHaHCUpOBaHUA, SIBNSeTCA nuuo (KomMnaHus),
co3paBlias takou PUL.

—3akoH «O Hayke M TeXHONOrMYeCKOM nporpecce»  TaKxe
npeaycMatpvBaeT Lenyl cUCTeMy NpeMui/rpaHTOB 3a Bblaalowmecs
AOCTUXEeHUS1 KoMMaHum / pusnyeckux nuu,.

— 3aKOHOM npeayCcMOTPEeH pAn HarnoroBbIX JILFOT ANA NpeanpusaTUmn,
3aHMMarLwmmcs pa3paboTkon unu NpPou3BOACTBOM
BbICOKOTEXHOJIOTMYHbIX TOBaApOB WU BJIOXXEHMEM CpeacTB B
BbICOKOTEXHOJIOFMYHbIE MNpPeanpuATUA Manoro U cpegHero pasmepa
(3akoHOM npeoycMOTpeH Uenbiu psaa KputepueB AN OTHeCEeHUs
npeanpuUATUM K TaKOBbIM).

11



 ——
Bonpochkl 3akoHoaaTenbHOro perynmpoBaHns

MHHOBaUMOHHOU aesaTenbHocTn ¢ PUL B

— CyLLeCTBEHHbIE N3MEHEHMNA BHECEHDBI C NpuHATHeM Yactu IV K PO.
— HanpasneHuns ons BO3MOXHOIo pa3BUTUS:
v'Hanorosoe ctumynmnpoBaHue gestensHoCTX no co3ganuto PUL.

v Co3gaHue CTUMYMOB ANst KomMepunanusaunm 610aKeTHbIMU
yUpEXOAEHNSAMU UMEIOLLNXCS Y HUX OXpaHOCNoCcobHbIx PULL.

v YnpolyeHne nopsigka permctpaumm nmuueH3noHHbIX JOroBopos /
O0roBopoB oT4vyXaeHuda Ha PUL.

v BbipaboTka kpuTepueB ans onpeaeneHns Bo3HarpaxxaeHus
aBTopoB PULI.

12



BAKER & MCKENZIE

[NeHnnc Xabapos, NapTHep
Baker & McKenzie - CIS, Limited
Poccusa, Mocksa, 127006,
LonropykoBckasa yn., 7

Ten.. + 7495 787 2700

dakc: + 7 495 787 2701

Denis.Khabarov@bakernet.com

Baker & McKenzie International is a Swiss Verein with member law firms around the world. In accordance with the common terminology used
in professional service organizations, reference to a “partner” means a person who is a partner, or equivalent, in such a law firm. Similarly,
reference to an “office” means an office of any such law firm.



Tax and Customs Issues Relating to Innovations

Charles-Henri Roy
Partner, CMS Russia

AEB, November 24, 2009




C/M/S/

Law.Tax

Table of Contents

— Introduction
Whatis an innovation?

— General Tax and Customs Incentives
Intellectual and Industrialproperty (IP) rights
Research&Development (R&D) costs
Energyefficiency
Otherlncentives

— SpecialEconomic Zones (SEZ)
General remarks
Taxbenefits

— Conclusion
Furtherdevelopments






C/M/S/

Law.Tax

What is an innovation?

— Innovative Activities
- Creation and manufacture of new products (services, works);

- Creation and improving manufacturing methods (technologies) of production, distribution
and application;

- Application of structural, financial, economic, human resources, data and other
innovations ensuring costs savings or creating conditions for such savings when
manufacturing and selling the products;

- Activities aimed at obtaining new knowledge for resolving technological, engineering,
economic, social, humanitarian and other problems and providing for the functioning of
science, technology and production as a unified system.

— Innovation products
The results (goods, services, works) of innovative activities intended for sale.



General Tax and Customs Incentives

IP rights, R&D,Energyefficiencyand otherincentives
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IP Rights incentives
VAT

— Since January 1st, 2008 transfer of exclusive rights on intellectual property
as well as rights of use of intellectual property under a license agreement is
VAT exempt with regard to the following types of IP rights:

- inventions, utility models, industrial designs;
- computer software;
- databases;
- topologies of integrated microcircuits;
- know-how.
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IP Rights incentives
Corporate Income Tax

— Royalties paid for the use of IP rights are deductible provided that:
- The expenses are actual, economically justified and dully documented;
- Registered with Rospatent (if patent rights).

— Royalties paid for the use of IP rights to foreign companies are subject to a
20% withholding tax unless otherwise provided by international tax treaties

entered into by Russian Federation



C/M/S/

Law.Tax

R&D

VAT

Starting from 1 January 2008, following R&Dare VAT exempt:
- creating new products & technologies ;
- improving manufactured products & technologies;

Provided that R&D works include the following activities:

- elaboration of the design of an engineering facility or a technical system;
- development of new technologies;

- creating industrialprototypes.
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R&D

CorporatelncomeTax

R&D costs can be deducted after the accomplishment of such researches or works (or
separate stages of these works) and signing the certificate of works completion of by the
parties.

A)R&D works have positive results =*R&D costs are deductible if their results are involved in
manufacturing and/or selling goods starting from the first day of the month following the month
of R&D works accomplishment. Such costs are deducted by equal portions during the course
of 1 year.

A)R&D works have not positive results=»R& D costs are deductible by equal portions (in an
amount of costs effectively borne ) during the course of 1 year starting from the day of works
accomplishment.

A)Special R&D costs deductibility regimes are established:

E For_tk:ce c):ompanies registered and performing their business activities on the territory of SEZ
see infra

-For the types of R&D works indicated in the list adopted by the Resolution of the Russian
Government, R&D costs (including costs that have not had a positive results) are deductible
during the tax period during which they are incurred in an amount of costs effectively bornex1,5
ratio.
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Other Incentives
Energy Efficiency

— Investment Tax Credit

To company improving the energy efficiency of goods production (works, services) and/or investing in the
creation of objects having the top class of energy efficiency, representing renewable sources of energy,
producing thermal energy, electric energy and having a coefficient level of energy efficiency exceeding 57%
and/or other objects of high energy efficiency according to a special list adopted by the Russian
Government is entitled to an investment tax credit.

v Contract with the tax authority for a period of 1 to 5 years
v Up to 30% of the value of equipment acquired for the purpose of energy efficiency
vinterest rate between 72 and % of refinancing rate of CBR

— Accelerated depreciation

Possibility to apply a coefficient doubling the depreciation rate in respect of assets defined with high energy
efficiency according to a special list as well as sites classified in top energy efficiency classes.

— Partial compensation of interest on loans

On loans granted by Russian banks for the purpose of investing and implementing investment projects in the
sphere of energy saving and increasing energy efficiency.
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Otherincentives

— Percentage of R&D costs spent for financing the Russian Fund for Technological
Development as well as other funds intended for financing R&D was raised from
0,5 up to 1,5 % of the taxpayer’s turnover;

— Special depreciation coefficient (maximum 3) to depreciate fixed assets used for
scientific and technical activities;

— Exemption of financing received from Funds supporting scientific and/or
technical activities;

— Regional investment incentives:reduction of CIT by 4.5%, exemption of property
tax, land tax, transport tax and possibility to grant "investment subsidy”.

— Starting from July 1st, 2009 manufacturing equipments included in a list
approved by the Government imported into the Russian Federation are VAT
exempt.
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SEZ

General remarks

— SEZ is a part of the RF territory, determined by the Russian Government,
where exists a special regime of performing business activities for:

- industrial &manufacturing (Republic of Tatarstan and Lipetsk) ;
- technical & innovation zones (Zelenograd, Saint-Petersburg, Dubna and Tomsk);

- tourist & recreation zones;
- port zones.

— Particular SEZ on the territories of Magadan and Kaliningrad regions.
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SEZ

TaxBenefits

— Corporate Income Tax

- residents of industrial & manufacturing SEZ are entitled to apply a special depreciation ratio
(2 as a maximum) with regard to their fixed assets;

- residents of any type of SEZ are entitled to deduct R&D actual costs in the period
which they were incurred.

— Corporate property tax
- Exemption for 5 years.

— Land tax:
- Exemption for 5 years.

— VAT & customs duties

- Residents of SEZ importing to the territory of industrial & manufacturing SEZ and technical
& innovation SEZ are exempted from VAT and customs duties on import and export of
goods;

- Sale of goods between residents of SEZ is subject to 0% VAT rate.
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Conclusion
FurtherDevelopment

According to the State program on “Technoparks”, it was intended to create several industrial parks
in regions (Moscow, Novosibirsk, Nizhny-Novgorod, Kaluga, Tumen, Kemerov, Republics of
Tatarstan and Mordovia and Saint-Petersburg) during the period 2006-2010 (postponed to 2014);

Technoparksaim at uniting business in the high tech sphere, including nano, bio, information &
other technologies, scientific organizations, educational institutions and other enterprises business
activities of which are closely connected with the above organizations or maintain their activities;

Specific feature of the program is a partly financing of infrastructure objects from the federal budget;

Advantages ofTechnoparks is to benefit from new infrastructure, reduce establishment costs and
concentrate sector of activities.

Example: in accordance with the State program in 2007 OAO “Corporation of Development” was
created in Kaluga region for the purpose of developing the infrastructure ofTechnoparksin Kaluga
region and managing the financing of infrastructure projects.

Draft Law “OnTechnoparks” to regulate pending issues and provide the investors with incentives.



Thank you for your attention

CMS Russia
11 Boul. Gogolevsky, 119019 Moscow
Tel.: +7 495 786 4000
Fax: +7 495 786 4001
Charles-Henri.Roy@cmslegal.ru



mailto:Charles-Henri.Roy@cmslegal.ru

ASSOCIATION OF EUROPEAN BUSINESSES
IN THE RUSSIAN FEDERATION

Modernisation of the Russian Economy:
Input of European and Russian Businesses

Session 2
Financing of Innovating Projects

November 24th, 2009
INSOR, Moscow



EBRD Support for Innovation

AEB - 24 November
Moscow

Eric Rasmussen
Director Corporate Sector

Russia Business Group

(www.ebrd.{:ﬂm



EBRD’s cumulative investments of EUR 50 billion.
About 25% in Russia.

Promote market efficiency by
investing mainly in the private sector
Euro billions

Mobilise foreign direct investment

Cumulative Business —»

To support municipal services to

8
7
improve people’s lives 2
5

To encourage environmentally sound 4,
and sustainable development

2,600 projects since 1991 2]

1/3 of all new business in Russia

Largest equity fund program in the
EBRD countries of operation

(www.ebrd.{:ﬂm



Direct Financing: Basic Guidelines j

Minimum e Significant elguity

: . contribution from the
EBRD financing: Euro 7mn Sponsor ensures a
prudent capital structure

o Appropriate return on
investments - a fair
balance of risk / reward

o EBRD money usually
not to exceed 35% of
capitalisation of

. : company (or 50% in
Minimum Project: Euro 20mn case of syndication)

(ww.ebrd.cnm



EBRD - Support For Innovation

AAA rated and internationally recognised IFl with long-term view
Willing to share risks, including political risks
Experience gained in problem resolution

Extensive knowledge of local business environment

Good working relations with authorities

Good corporate governance (incl. protection of minority interests)
High quality due diligence and opportunity studies

Limited recourse long-term equity and loans (2,600 projects)
Largest private equity fund program in the region (1,000 clients)

UL MY, ]I“ JR!I H"“ i @ UFG Asset Management
GO PARTNER Faaquia aring Vostok [\l rfﬂw AT IS

(www.ebrd.{:ﬂm



Russia has still lots of potential...

GDP per capita in USD has only

just returned to levels of 1991
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... but the economy is more than ever dependent on oil.

Qil Price and International Reserves

% oil & gas 68
of total Russian exports 0
International reserves (US$ billion, right scale)

1997 2008
Size of High-Tech Industry
e

$ 229 bin China
E $ 493 bin USA

7 www.ebrd.com
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Sustainable economic growth depends on the
climate for industries to absorb innovation

Sustainable Economy
Dependence on Natural Resources

Diversified Industry Structure
Efficient Local Markets
Competitive Growth

Private Sector Functioning of

Public Institutions

know-how, capital Dialogue and Policy
& behaviour

% innovation absorbed
by industrial companies

Costs and barriers
to grow innovation

(www.ebrd.cnm



Private Sector: Transformation of Russian companies
necessitate a higher pace of absorbing innovation.

Innovation in Russian Firms

44% No innovation (passive)
7% In-house improvements
19% New technology for Russia

3% New technology for the World

27% Adapting imported innovation

50% % of staff

on training
30%
10% I
]

@ Russia Germany Brazil

5%

3%

1%
o B l

China

Industry UusS
$ 70,000 alueradded .

per
researcher

$ 50, 000

$ 30, 000

.Brazn . Ruassia
$ 10, ooo ndia Wina .

1,000 2,000 3,000 4,000

Researchers per million population

Russia India
WWW, ehrd com



Private Sector: The transformation of Russian companies
necessitate new operational and finance strategies.

Re-think Adjust Transform

(1H 2009) (2H 2009 - 2010) (2010-2015)

Innovate, imitate

Operations Viability Cut to size and refocus for
Assessment recovery and
: competitiveness
_ Restructuring
:  Rescheduling
Finance Stand still — :  Industrial alliances
investor

: Tailored finance mix

(www.ebrd.cnm



Barriers in Russia’s Innovation Climate

Few sources of
finance and “*
guidance

Undeveloped high-
tech infrastructure u}

Complicated
registration of high-

tech start-ups »
Restrictive tax ‘
policies »

USA: Thousands of venture funds, angels, seed
investors, high R&D in private sector.

Russia: Over 50% of R&D is financed by the State.

USA: Example of success (Silicon Valley)

Russia: Techno parks are good, but yet untested.

USA: 1day

Russia: Several weeks to 8 months (red tape).

USA: Tax preferences for high-tech SMEs.

Russia: SME are often unable to generate profits
without complicated tax optimization.

(www.ebrd.{:ﬂm



EBRD Innovation Opportunity Study: What & Why?

Rationale

EBRD has launched a study to help scan for viable projects, which
could tap Russia’s scientific potential and help the industrial sector
absorb innovation. Rosnano is a partner in the study.

Russia has potential from its science base and education system in
science and technology. However, the financial crisis imposes major
constraint on the funding for innovative technology projects.

Focus

The study involves visits to techno parks and various business
incubators in order to identify projects led private sponsors.

The focus is on commercialisation of high-tech innovative projects as
well as demonstration cases in energy efficiency, health and safety.

(www.ehrd.{:ﬂm



EBRD Innovation Opportunity Study: Since July the study
screened 107 opportunities and 14 projects are currently short-
listed for commercial negotiations and internal approval.

Filter # 1 Filter # 2 Short list

Negotiation
Ownership Further

Product stage 48 & production 4 due diligence Approvals

R&D —
Innovations 86 projects

—» | 6 projects

Technology
transfer 6 projects » | 5 projects
Process 15 projects —> | 3 projects
Innovation
107 46 31 14
projects projects projects projects

(www.ebrd.{:ﬂm



Petrovax Case Story

Petrovax is a small Russian pharmaceutical company
focusing on development and commercialization of vaccines
and drugs in the field of immunology. The firm had in 2003
one key product (polyoxidonium) an immune stimulant and an
adjuvant for the flu vaccine. Petrovax turnover in 2003 was
EUR 5 millions.

Strengths Weaknesses
o Intellectual property based o Limited financial
on polyoxidonium molecule resources for R&D
. Highly knowledgeable and ~ * Limited production
ambitious scientific team facilities and capabilities
e« Key niche products e Low brand awareness

(www.ehrd.{:ﬂm



Petrovax Case Story: Vaccine Project j

“Vaccine Project”: Construction of a state-of-the-art
manufacturing facility for production of flu vaccine in
syringes. And the development of a new flu vaccine
in a partnership with a leading pharma player.

Alliance: Solvay Pharma (today owned by Abbott)

Finance: EBRD EUR 25 million loan to SVP
guaranteed by Solvay Pharma and Petrovax

(www.ehrd.{:ﬂm



Petrovax Case Story: R&D Project j

“R&D Project”: Construction of a 2nd production
line (liquid and solid forms). Clinical trials,
registration and commercialization of 2 new
products. Also improvement in the organizational
structure and corporate governance.

Alliance: EBRD involvement at Board

Finance: EBRD EUR 15 million equity Petrovax

(www.ehrd.{:ﬂm



Petrovax Case Story: Project Structure

€15 MM
Petrovax Equity
(R&D project) EBRD
Ownershi - : i

4 Russian | & control " = Polyoxidomium f
professors ¥ _supply :
SPV € 25 MM loan .
(Vaccine Project) -
Antigen supply, f E
knowledge transfer J Loan =
and international distribution = guarantee =

Solvay

@ Note: details are simplified for case study

(www.ebrd.{:ﬂm



Petrovax Case Story: Status

Industry Position: Petrovax is today a leading Russian
pharmaceutical player with GMP facilities and a strong
portfolio of branded products and products at various
stages of development. Petrovax has several IP and
production collaborations with the World’s leading pharma
companies.

Sales: Approximately 20x increase in sales and profitability
over the last 5 years and growing.

Corporate Governance and Jobs: Many new jobs for a new
generation of researchers. Implementation of IFRS,
modern MIS and corporate governance practices.

(www.ehrd.{:ﬂm
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EAST CAPITAL

Financing of Innovating Projects:
Alternative Funding Sources

Jyrki
Talvitie
Chief Representative at East Capital

EAST CAPITAL
Mo<cow



East Capital in brief

Leading asset manager
dedicated to Eastern Europe

4.4 billion USD in public and
private equity

150 employees

Offices in Stockholm, Paris,
Moscow, Hong Kong, Tallinn,
Oslo and Vienna

Diversified client base across
both geography and client
segment

12 year track record

Independently owned and

(Tl AN AAC1E( ]
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Country breakdown of our investments

Caspian
Sea

Black Sea

Note: as of 30 September 2009

EAST CAPITAL



Typical Financing Structures

In mature markets In Russia

Business Angels
Incubators

Venture Capital
Private Equity
Banks

Specialised lenders
Capital markets
Bonds

Equity

State
Venture Capital (first signs)
Dedicated Private Equity Funds

International Financial
Institutions

Banks
Capital markets:
Bonds

Equity

EAST CAPITAL



Issues of Financing in Russia

Risk perception

Opportunity cost

Corporate Governance

Strategic sectors

Legal framework:
- Property rights

- Intellectual rights

EAST CAPITAL



EAST CAPITAL

Stockholm | Moscow | Paris | Oslo | Tallinn | Hong Kong | Vienna
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ENERGY EFFICIENCY
IN THE INDUSTRIAL SECTOR

Oleg VITER,
Regional Marketlng Direcio

ALSTOM / Global Power Sales s
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ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR

SUMMARY:

 |nstitutional approach
« Statistical approach
« Approaches in the power generation business

* Approaches in the transport business (railway, urban rail
transport)

* Environmental approach

AEB conference: Modernization of the Russian Economy, 24.11.09 - P 59 A LS I G)M



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Institutional approach

 The President Medvedev has stated for several times
that “the energy efficiency is a strategic theme for the
country’s development”. He called on to implement new
energy saving technologies with an “iron fist”.

 40%: figure of the energy efficiency improvement by
2020 (“Development strategy of Russia by 2020)

« The law “On the energy saving and energy efficiency
improvement” was approved by the Council of
Federation last week (18th November) — Russian
companies’ demand for services in the energy saving
area should increase sevenfold (RSPP estimation).

AEB conference: Modernization of the Russian Economy, 24.11.09 - P 60 A LS I G)M



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Statistical approach

* Annual energy consumption in Russia (2007): 990 M
tons of coal equivalent (much more than in Europe and
the USA). If Russian industry uses the same equipment
and technologies as Europe, annual energy
consumption in Russia would decrease to 650 M igns of

c.e.

35%: annual energy losses

* Industrial sector is the most important energy consumer
in Russia: 48% of energy and 26,4% of fuel

« The most important losses are registered in the
processing industry: 33%. Potential of energy saving in

AEB Confetmaﬂcéﬂgt)pcr&e 1u&i¥@conomy, 24.11.09 - P 61 A LST@’ M



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

WHY?

Four key factors:

 Lack of incentives for energy saving: cheap resources (eg
gas price); cross subsidies; weak regulatory Framework (law
on Energy Efficiency)

 Lack of information within business community: no idea
about the real financial “capacity” of energy saving
technologies ;

« Lack of financing from banks and government: too expensive
credits, so far no institutional financial support to companies
Implementing energy saving technologies;

« Lack of harmony in the legislation: no energy related
“‘connections” between different legislation areas_(buildi
AEBc@@{@ﬁ:@opruzp@ha@@siaed;@_o y, 24.11.09- P 62 A ST )M



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

WHAT TO DO?

« Better use of resources (fuel) by
Increasing energy efficient
equipment;

e More renewables ?

— Current accessible renewable
resources in Russia = about 24
bn tons of c.f.

- Only 1% of electricity was
generated in Russia in 2008
with renewable resources
(without taking into account
HPPs with capacity > 25MW)

and only 3% of heat.
AEB conference: Modernization of the Russian Economy, 24.11.09 - P 63 A LST@’M




ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:
Approaches in the power generation business

* New build:

— combined cycle for gas
plants (Efficiency > 55% vs
current 35% in Russian gas
fired IB) ; a combined cycle
plant uses ~30% less fuel
per kWh produced

— ultra supercritical
technologies for steam
(coal) plants (Efficiency up
to 44-47% from current

AEB Conferenc%yai)ation of the Russian Economy, 24.11.09 - P 64 A LST@’M



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Approaches in the power generation business

— Use of the “smart grid”:

Regional
Transmission
Operator

Legend

mm—— Power Grid
®=  Communications Network

Distribution
Control Center

Transmission

Substation
Power Generator

Substation

Control Room

IED = intedigant Electronic
Durvice

MNERC CIP

.
H
2 Cyber Security Appliance
RuggedRouter™ RX1000
H
- Substation LAN (Ethernet)
P e
L] L] "

L
HV Wiring l
Switchyard A .
= T
Power System

AEB conference: Modernization of the Russian Economy, 24.11.09 - P 65

Distribution
Substation(s)
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ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Approaches in the power generation business

 Modernization of existing
plants:

— Gas fueled : large-scale
repowering of  steam
turbine plants

- Steam plants : boiler and
Steam turbine retrofits
(partial modernization)
aimed at efficiency

AEB conference: Modernization of the Russian Economy, 24.11.09 - P 66 ALS I G)M



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR
Approaches in the power generation business

Example of ALSTOM: TPP-26

Full EPC in consortium with EM Alliance

Alstom Power Train: 1-KA26-1, GT26 gas turbine with generator, steam turbine with generator
Multishaft arrangement for higher operation flexibility

HRSG made in Russia by partner to Alstom design

Ouput: 420 MWe

El. Efficiency: 59 % (highest efficiency at Russian combined-cycle power plant)

District Heating: 2 DH heat exchangers (heated by IP exhaust gas from steam turbine)
Output: 265 MWt (in full DH mode)

Overall Efficiency: 89 % (combined generation and district heating)

Operating modes:

Unit can work either in fully condensing mode or cogeneration (power and heat) mode with very
good flexibility at part loads;

This “block 8” of TPP-26 power plant will boost the total installed capacity from 1,400 to 1,820
MWe.

A plant with low emissions, meeting the most stringent applicable environmental regulations;
The operational efficiency of the new combined-cycle will reduce the consumption of natural gas
by 30 % in comparison with the average Russian power plant.

Based on 2011 expected gas prices, this fact would result in a reduction of gas consumption by
326 Mio m3 natural gas in the first year of operation, allowing savings of RUB 1,381 Mio (US$ 55
Mio).

AEB conference: Modernization of the Russian Economy, 24.11.09 - P 67 ALS I 6’”



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Approaches in the transport business (railway, urban rail t

» to improve effectiveness of
traction systems;

 to lighten trains in order to
reduce their energy
consumption;

» to recover power during

AEB conference: Modernization of the Russian Economy, 24.11.09 - P 68



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Approaches in the transport business (railway, urbs:

Examples of ALSTOM:

Permanent Magnet Motor:
= Provides more efficient traction than an asynch

electric motor e
= Reduced energy consumption:Stse Quipidt —» e

= New Citadis are ipped with PMM (ex: Istan
Electwcgl;tly plro uc i%l#pcﬁ)uﬁrw nmelﬂra ?ng '

phases:

= All our new trains are equipped with
regenerative braking and  restitution of
Meightoddackéanary

= Riaterides dizmstionasy stacis 8 MW
articulated architecture
mi2Weethattiorain suiesgations: the
EHESOPp@ject:

=Re-inject the braking generative
power of the trains into the power grid
even if there is no other train on the
line
"nder-development-fors#-50vnddC24.11.09 - P 69 A LST@’M

Permanent magnet motor stator

Ecodriving:

TICA (Trainborne Improved
Consumption Assistant) programme:
= Real time onboard energy

management

m DNrivinn ace




ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Environmental approach

 Modernization and consequent intensification of the
economy leads to higher load to the environment. Thus
no breakthrough in economy possible without proper
assessment and addressing of environment impact.

- positive environmental impact in lowering CO2 and
others pollutants (Sox, NOx, particles, etc)

AEB conference: Modernization of the Russian Economy, 24.11.09-P 70



ENERGY EFFICIENCY IN THE INDUSTRIAL SECTOR:

Environmental approach

Example of ALSTOM:

« Alstom possesses the full range of air quality control
systems and pioneers COZ2 capture technologies for the
future. We can assist in making studies and expertizing
in environmental and CO2 compliance for new industrial
and power plants to let from the conceptual design and
layouting take into account future trends and
requirements for the industries.

AEB conference: Modernization of the Russian Economy, 24.11.09 - P 71 A LS I G)M



www.alstom.com
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PHILIPS

sense and simplicity

Energy Efficient Lighting

- A Triple Win for People, Environment and Economy -

Joost Leeflang
CEOQ Philips Russia, Belarus, Ukraine, Kazakhstan



PHILIPS

Climate crisis

Confidential

Global economic crisis

AEB conference November 24,2009

Energy crisis
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PHILIPS

> 50%

11month pay-back: Steel Factory Y

saving

Scope
4000 luminaries

Electricity saving
« Energy saving: 55%
* Released electricity: 2,5MW
= consumption of 6.500 households

Financial impact
» Savings: 30 MLN RUB p.a.
« Pay-back period: 11 months

Confidential AEB conference November 24,2009 76



PHILIPS

9 month pay-back: Metal plant

Scope
e 84 luminaries

Electricity saving
* Energy saving: 54%
* Released electricity: 50,4kW

Financial impact
« Savings: 700k RUB p.a.
« Pay-back period: 9 months

Confidential AEB conference November 24,2009 77



PHILIPS

2,6 years pay-back: Public street lighting

Scope
e 755 luminaries
« Lighting controls

Electricity saving
« Energy saving: 51%
* Released electricity: 113kW

Financial impact
« Savings: 1,5MLN RUB p.a.
« Pay-back period: 2,6 years

Confidential AEB conference November 24,2009
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Confidential

PHILIPS

Savings in all applications

asimpleswitch.c@m
-
At home Outdoor Offices
T ¢

N
Shops

Electricity consumption in Lighting per segment

Others, 5%
Shop, 11%

Home, 33%
Office, 17%

Outdoor, 7%

27%

79



PHILIPS
Lighting is most economic in energy & CO,, saving

G I o I:IE.'I | co St curve . Megative [.- Abatement . Abatement
abatement marginal marginal
marginal cost below cost above

Marginal cost of abatement cost E40/t EAD/t

£/t COZ

Avoided CCS; —  High cost
— reforestation Biomass industry
: abatement
Fuel efficient Avoided PR,
i vehicles deforestation

Biomass

tMotor
systems abatement

100
CLCS; —
Electric appna Coal retrofit
|
5 - e 15 20 25 30

Abatement potential

Source: Vattenfall, Swedish power utility Gt CO2/ in 2030
year in

Taken from: The Economist May 31, 2007

Confidential AEB conference November 24,2009



PHILIPS
Energy efficient lighting increases comfort

Scope
» Street lighting

Electricity saving
» Energy saving: 50%

Light quality
 Lightlevel: +100%

\

Safety

gE .05. 2006

Confidential AEB conference November 24,2009



PHILIPS

Energy efficient lighting: a triple win

. lower costs,
better quality light

. lower energy usage,
lower emissions

. lower costs,
greater competitiveness,
green jobs

Confidential AEB conference November 24,2009
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PHILIPS

The huge impact of Lighting

 Lighting consumes 16% of all electricity within Russia
« Lighting consumes 19% of all electricity in the world (source IEA)

o
4-

\

Key issues

* Rising energy prices

* Global climate change Value proposition = Energy efficient lighting
» Security of energy supply

« Economic growth Savings of 40% are possible

Today

Confidential AEB conference November 24,2009 83



PHILIPS

It should go faster ....

Current lighting market situation Huge potential for energy saving
Up to 75% of all lighting currently Areacflighting | Spergy | Qo & S eavings ber

installed is old less energy efficient Road lighting 57% 132 kg CO, $33
*New energy efficient solutions exist
for all segments
* Tomorrow we will have even Office & Industrial | 61% 93 kg CO, $25
more solutions (LEDs)

Shop Lighting 80% 140 kg CO, $ 36

Home Lighting 80% 41kg CO, $10

LEDs 80% 41 kg CO, $10

But:

*The current market
renovation rates
are too slow ! (e.g.

Potential savings
Russia Global

Street ||g hting 39, Electricity cost/yr (BIn €) upto5 120
Office |_|g hting 7% CO, emissions/yr (Mio tons) up to 32 630
etc) Power plants (at 2TWh/yr) upto30 & 600

Confidential AEB conference November 24,2009 84



PHILIPS

The new law on energy efficiency tackles some, but
not all possible measurements

Restrict SUPPLY of least Stimulate DEMAND of most

efficient products efficient products
A,

Discouraging old Green Procurement

inefficient technology * Public procurement rules

* Phase out Incandescent lamps * Renovation plan for buildings

* Phase out standard TL Financing Mechanisms

* Phase out High Pressure * Utility funding schemes

* Financial incentives

Environmental performance targets

* Lighting measures in action plans

* Minimum energy performance
standards for buildings

Confidential AEB conference November 24,2009 85



PHILIPS

Philips offer to our partners

Energy Audit

Confidential

Saving
potential

Renovation
Proposal

YOUR

ENERGY
SCAN

AEB conference November 24,2009

Implementation
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PHILIPS

Let’s get started

« Lighting can play a big role
in energy efficiency

 We invite everyone to do more:
we have the technologies,
people and products

« Legislation is in place, or on its way

* What we are waiting for?

The time to act is now

Confidential AEB conference November 24,2009
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PHILIPS

The benefits of innovative energy efficient Lighting

Our customers benefit from ...

Up to 80% less costs through reduced energy and maintenance bill
Attractive investments with pay-pack periods from 1-4 years

Higher turnover by attracting more customers and more alert and active staff
An ecological image by using state-of-the art energy saving solutions

More safety for the staff and the production process

Because our technology offers ...

Higher energy efficiency

Longer life time and higher reliability
Better light quality

Less hazardous substances

Confidential AEB conference November 24,2009
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PHILIPS

Industry lighting

Features/Enterprise Novolipetsky Severstal
metals plant (project for 2010)*
: Cold-rolled mill
Place Machine shop .
production
Types of luminaires HPL 1000 W (I:-|PL 1000 W
to Cabana HPI 400 W © abanv"j‘/ HP1 400
Number of luminaires, pieces
84 4200
Decrease of energy consumption per from 753.270 from 28.234.960
year, kWh up to 345.576 up to 13.140.116
) from 1,4 ml.rub
Decrease of energy consumption per 10 673 th q 59 ml rub
year, rub upto rub ousan up to 27 minrub
Released capacity of installation, kW
50,4 kKW 2,5mega W
Energy-saving 54% 55%
Payback period 8,7 months 11 months

Decrease of expenses for electricity in

case of replacement of all lamps, ml. rub LAEIE) T D D) LA 2D Ele

*estimated data in accordance with this
project

Confidential AEB conference November 24,2009




PHILIPS

Outdoor lighting

Projects implemented in 2009

Features/City

o Selenium with
Types of luminaires

Chronosense

Number of luminaires, pieces 755
Decrease of energy consumption per from 1.230.000
year, kWh up to 599.000
Decrease of energy consumption per from 2,9 ml. rub.
year, rub up to 1,4 ml.rub.
Released capacity of installation, kW 113 kW

Energy-saving, % 51%

Payback period 2,6 years

Decrease of city expenses for electricity
in case of replacement of all luminaires, from 120 to 55
ml. rub

*
Krasnoyarsk

Makhachkala *
Selenium with
Chronosense

44

from 40.700
up to 20.350

from 128 thousand
rub

up to 65 thousand
rub

4,4 kKW
50%
4,5 years

from 43 to 18

*Krasnoyarsk - biggest city of East Siberia with population of

950 000 people

*Makhachkala — capital of Dagestan republic with population of

460 000 people

Confidential AEB conference November 24,2009
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