


Annual report / 2010 Review of operating and financial results

Products and services of LSR Group are used in all kinds of con-
struction: housing, infrastructure, industrial and commercial.

Housing construction -

High-rise building construction

Low-rise building construction

Infrastructure construction <

3 types of

construction

Land Reclaim Projects Bridges

Interchanges
Hospitals Railway
— " PRODUCTS:
Stadiums Metro stations Aerated concrete
Reinforced concrete
Schools Roads Brick
Sand
Kindergartens Ready-mixed concrete
Tower cranes
Foundation works
Cement
Crushed granite

Industrial and commercial co
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- Real Estate Portfolio

Real Estate Portfolio

As of 31 December 2010, the net sellable area of the projects in our portfolio is equal to 8,436 thousand m2.
The real estate portfolio of LSR Group includes properties/projects in the residential elite class, business
class and mass market property, gated communities and commercial property segments.

Real estate development projects of LSR Group are located in St. Petersburg, the Leningrad Region, Moscow
Region and Yekaterinburg.

= Valuation of Real Estate Portfolio

The market value of our holdings in our real estate portfolio accounted for RUB 103,777m as of
31 December 2010. Share of Moscow/Moscow region in our real estate portfolio value increased by
289% to RUB 8,423m.

The valuation of our real estate portfolio as of 31 December 2010 was undertaken by DTZ Russia as
an independent external appraiser.

» Breakdown of Real Estate Portfolio by Segment

Our real estate portfolio is well-balanced across the various property segments thus making it
possible to offer property targeting distinct consumer groups.

In terms of net sellable area, approximately 86% of the portfolio (incl. land plots held for future
development) accounts for mass market residential real estate which is always characterized by
higher volume of demand.

The portfolio also includes residential elite (or high-end) and business class development
projects, gated communities and office developments. These segments account for a smaller part of
the portfolio in terms of sellable area however they account for a more substantial part of market
value due to higher prices per square metre compared to mass market properties.

Net sellable/ leasable
area, thm?

Market Value,
RUBm

Segment of property

Mass-market 4,396 52.1 37812 36.4
Elite 504 6 25,921 25
Business-class 594 7 10,450 101
Offices 45 05 4,423 43
Operating offices 22 03 4,557 b
Gated communities* 7 0.1 1,181 11
Held for future development 2,867 34 19,433 187
TOTAL 8,436 100 103,777 100

* In addition the real estate portfolio comprises 104 ha of sellable area of land plots for sale
in gated communities.
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» Breakdown of Property Portfolio by Stage of Development

At 31 December 2010 our real estate portfolio includes 705 thousand m? of net sellable area at
the construction stage and 979 thousand m? at design and permitting stage.

We also have 648 thousand m? of the completed and partially sold properties and 22 thousand m?
of net lettable area of the operating offices. 6,082 thousand m? of net sellable area are at the stage
of initial concept design including our long-term residential mass market project Tsvetnoy Gorod/
Ruchi which accounts for 4,700 thousand m2

Net sellable/ leasable

Market Value,

Y 0
Segment of property B % RUBm %
Initial concept design 6,082 72.1 46,643 449
Design and permitting 979 116 23,482 22.6
Under construction 705 8.4 20,456 197
Completed and partially sold 648 76 8,639 8.4
Operating offices 22 03 4,557 b4
TOTAL 8,436 100 103,777 100

» Breakdown of Property Portfolio by Region

Most of our the properties — approximately 90% of the portfolio by area and 86% by value - are
located in our home market in St. Petersburg.

Segment of property Net sellable/ leazsable % Market Value, %
area, thm RUBm

St Petershurg 7,634 90.5 89,701 86.4

Moscow 302 36 8,423 8.1

Yekaterinburg 490 58 4,617 45

Leningrad region 10 0.1 1,037 1

TOTAL 8,436 100 103,777 100
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Unsold/ | "Construc- Valued
unleased net | tion start i Stageof | Interest,
area, excl. date develop- | % (LSR
carparking, | (month/ | tion, % ment Legal
m? year)" Share)

Net sellable /
leasable area, | Breakdown of areas (net sellable / leas-
excl. car park- able area), m

ing, m?

No | Development Project | Description

Residential Offices  Retail ~ Other Palroktigg’

Properties held as investment
Saint Petersburg and The Leningrad Region

Existing Buildings
1 Apollo Ofiice 6,069 - 5338 381 350 52 515 Completed - Completed 100% 965
2 Orlov Ofiice 3,414 - 3,033 - 381 23 630 Completed - Completed 100% 667
3 Gelious Ofiice 3,074 - 2,530 407 137 16 290 Completed - Completed 100% 398
4 Litera Ofiice 2,147 - 1,509 - 638 8 - Completed - Completed 100% 265
5 Kazanskaya 36 Ofiice 5,080 - 5,080 - - - Completed - Completed 100% 710

Moscow and the Moscow Region

Existing Buildings
6  Tverskoy boulevard 16 Ofiice 2,336 - 2,002 - 334 30 1,477 Completed - Completed 100% 1,553
Total Properties held as investment 4,557

Properties held for future development

Saint Petersburg and The Leningrad Region
Office centres
Initial concept

7 Okhtinskaya Vertikal 278,111 - 267,701 10410 - 2,990 278,111 Jan-12 0% andplanning  100% 1,253
docs

Initial concept

Phase 1 111,650 - 107,080 4,570 - 1,362 111,650 Jan-11 0% and planning
docs

Initial concept
Phase 2 114,492 - 112,434 2,058 - 1,106 114,492 Jan-13 0% and planning
docs

Initial concept
48,187 3,782 - 522 51,969 Jan-14 0% and planning
docs

Phase 3 51,969

Initial concept
8  ValiGribalevoy 29,324 - 26,840 2,484 - 275 29,324 Jan-11 0% andplanning ~ 100% 287
docs

Initial concept
9 Salova 6 91,696 - 83020 8676 - 1,207 91,696 Jan-11 0%  andplamning  100% 600
docs
Saint Petershurg and The Leningrad Region
Land plots for residential development
Initial concept

10 Ruchi 2,468,000 2,048,000 420,000 - - 20,850 2,468,000 Jan-13 0% and planning 100% 17,293
docs

Total properties held for future

development 19,433
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Unsold /
unleased net
area, excl.
car parking,
m2

Valued
Interest,
% (LSR
Legal
Share)

‘Construc-
tion start
date
(month/
year)"

Net sellable /

leasable area,

excl. car park-
ing, m?

Breakdown of areas (net sellable / leas-

able area), m develop-

ment

No | Development Project

Description
tion, %

Residential Offices  Retail ~ Other Palroktigg’

Properties in the course of development
Saint Petersburg and The Leningrad Region

Elite class residential
g VEIDEBUEIEED e 6,818 430 - 138 1075 60 6,136 Dec08  40%  Construcon  100% 2,447
(residential)
) ) Designand
12 Smolniy Quarter Mixed-use 100,888 83826 16026 - 93 1043 100808 dto s SRS 0% 6839
Phase 1 26,218 21803 3979 - 436 176 26,138 Jun-10 36%  Construction
Phase 2 764,670 62023 12147 - 500 867 74,670 Sep-11 gy  Designand
permitting
13 Nevskiy 1 Mixed-use 6,927 . - 1990 4937 2 6,027 a2 1oy Designand s
permitting
o BT LD Mixed-use 122,445 100673 8471 2138 2163 1732 69,193 Jun-08  49% g 100% 5205
(residential)
Phase?, bldgs 1,2,3 57,303 5100 1762 2138 2163 736 7068  Completed gyo Completedand
partially sold
Phase 3, bldgs. 6, 7 33,493 30,750 2,743 - - 373 30,476 Jun-08 25% Construction
Phase 3, bldgs. 4, 5, 8 31,649 27683 3966 - - 63 31,649 Jun-11 gy delen
permitting
15 Radisheva Residentialhouse 20,266 18,263 2,003 - - 180 20,266 Sep-11 s Designand a5y
permitting
T D i 3,981 353 48 - - 23 333 Completed g0  Completedand —ypp0 5
Phase 3 complex partially sold
17 DomuMorya iz 21,454 19205 - - 2158 225 498 Completed 1003 Completedand o0 g5
complex partially sold
gy e b 842 330 5365 - 1777 212 9137 Completed g Completedand o g0
Suvorovskiy complex partially sold
19 Suvorovskiy 32 il 5,395 318 107 - - KO 5,395 a2 g Desimand e
complex permitting
20 Konung 4,19 332 758 - Th 2 1909 Completed 100% ComPletedand yqp g
partially sold
gy VEIEMEOSSREE bl st 13,435 102 241 - -9 3,827 Completed 990 Completedand 000 5o
Kollektsiya complex partially sold
22 \Venice Residential house 15,734 15,041 - - 693 116 10,626 Mar-10 17% Construction 100% 1,859
23 Kovenskiy Residential house 5,631 1073 4558 - — 5,631 Jul-10 179 Designand o0y, 92
permitting
24 Europe City el 121,977 108764 13233 - - 507 121,977 Jun-11 1o Desionand e 340
complex permitting
Phase 1 70,936 65246 5600 - - 507 70,936 Jun-11 j1  Designand
permitting
Phase 2 51,041 43,498 7543 - - - 51,041 Jul-13 y1%  Designand
permitting
25 Kuybisheva 13 Residentialhouse 6,185 5454 731 - - 0B 6,185 Sep-11 1 Designand - onp g6
permitting
26 Morskoy Residentialhouse 10,333 9,798 - - 55 63 10,333 Mar-12 oy  Desinand a0, gy
permitting
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Unsold/ | "Construc- Valued
unleased net | tion start i Stageof | Interest,
area, excl. date develop- | % (LSR
carparking, | (month/ | tion, % ment Legal
m? year)" Share)

Net sellable /
leasable area, | Breakdown of areas (net sellable / leas-
excl. car park- able area), m

ing, m?

No | Development Project | Description

Residential Offices  Retail ~ Other Palroktigg’

Saint Petersburg and The Leningrad Region
Business class residential

Residential Initial concept

27 Sophia 313,708 310508 3200 - - 195 313708 Feb-13 0%  andplanning  100% 5653
complex q
0CS
gy IOy G 2211 29781 300 - - 385 Completed 100% ComPletedand 0
ploshadi complex partially sold
bldgs 48A 12,414 11663 751 . . = 91 Completed  100% ComPpleted and
partially sold
bldgs 49 19,797 758 229 - - 8 373  Completed 100% Completedand
partially sold
Saint Petershurg and The Leningrad Region
Mass market residential
29 Dolgoozeriy fj;gf:x“al 57,691 56549 1142 - - 109 7,424 Dec-09  88% = 100% 276
Phase 1,2,3 46,911 46,287 6% - . - 1,578 Completed 100y Completed and
partially sold
Phase 4 5,393 5,131 262 - - - 459 Dec-09 91%  Construction
Phase 5 5,387 5,131 256 - - 109 5,387 Dec-11 13%  Construction
30 Fortuna el | 69,175 69761 14 - - 200 398  Completed 100y Completedand o0 a0
complex partially sold
31 Pulkovskiy Posad zf;'gf;“al 70,507 6738 3069 - - 2% 14,529 Mar-09  76% . 100% 527
Phase 12,3 53075 5103 1982 - - - 4085  Completed 1003 Completedand
partially sold
Phase 4 8,290 7,623 667 - - - 1,302 Mar-09 36%  Construction
Phase 5 9,142 8,722 420 - - 296 9,142 Mar-11 1% Construction
32 Antey etils] 128405 122929 5476 - - 5% 55183 W07 6% - 100% 2,099
complex
Phase 1,2 63,129 68372 757 - - - 4,707 Completed 100y ComPpletedand
partially sold
Phase 2 26,555 24,020 2,535 - - 234 12,553 Jul-07 60%  Construction
Phase 3 13,304 13,000 304 - - - 13,304 Aug-07 15% Construction
Phase 4 25,417 23537 1880 - -3 24,591 Mar-08  15%  Construction
33 Yuzhniy S;?sle&ual 223000 218308 4692 - -0 71,461 Sep-07  81% . 100% 3,085
Phase 1 39,536 39,536 - - - - 26,806 Apr-08 66%  Construction
Phase 2 20,137 20037 0 . - - 125 Completed 100y Completedand
partially sold
Phase 3 23,959 23,039 920 - - - 23,960 Aug-08 15%  Construction
Phase 4 28,330 21875 455 - - - 4719 Completed 100y Completed and
partially sold
Phase 5 37,535 36,486 1049 - - 0 327 Completed 100y Completedand
partially sold
Phase 6 19,993 19,008 985 146 15,301 Aug-08 56% Construction
Phase 7 53510 52227 1283 - - 5 223 Mar-08 100y Completedand
partially sold

60



Annual report / 2010 Real Estate Portfolio

Unsold/ | "Construc- Valued
unleased net | tion start i Interest,
area, excl. date develop- | % (LSR
carparking, | (month/ | tion, % ment Legal
m? year)" Share)

Net sellable /
leasable area, | Breakdown of areas (net sellable / leas-
excl. car park- able area), m

ing, m?

Development Project | Description

Residential Offices  Retail ~ Other Palrking,

ots
3% Karolina ?j;igfe”x“al 12,428 268 - .M 8,492 M08 2%  Construction  100% 80
35 Tsvetnoy Gorod Residential 2,232,000 1,888,000 344,000 - - 19,160 2,232,000 Dec-12 0% Initial concept 15,742
Phase 1 2102000 1758000 344,000 - - 17000 2,102,000 Jan-13 o itislconcept o0y e
and planning
Phase 2 130,000 130000 - - - 2160 130,000 Dec-12 oo mitidlconeept o0 yyg
and planning
36 Yugnaya Aquatoria LA 321,971 300000 21,971 - - 3877 31971 Mar-11 o Desionand oo og
complex permitting
37 Avrora fjﬁgf:x“al 259,587 295889 3698 - - 3518 259,587 Jul-10 2%  Conmstruction  100% 3,992
Phase 1 259,587 295889 3698 - - - 259,587 Jul-10 2%  Construction  100%
Phase 2 - - - - - 3,518 - Jul-10 2% Construction 100%
38 Vostok ?j;'gfe”x“al 11,985 4085 1130 - - % 41,985 Jul-09 5%  Construction  100% 671
39 Marshala Blukhera 350,000 30000 - - - 4375 350000 Feb-12 g  Initialconcept np 5 yg
and planning
Iitial concept
40 Moskovskoe highway 99,583 99,583 - - - 666 99,583 Dec-12 0% and planning 100% 1,172
docs
Saint Petersburg and The Leningrad Region
Office centres
. B class office Design and
41 TOC na Leningradskom 5,449 - 5,449 - - - 5,449 Jan-11 3% " 80% 24
real estate permitting
yo Paradniy Quarter S Wi 13118 .05 - 1053 13 13118 Jan06  28% - 00% 1798
(offices) real estate
Phase 4, bldgs. 11 2,275 - 1,390 - 885 23 2,275 completed 54% Completed
Phase 3, bidgs. 16 3,561 - 3,561 - - 27 3,561 completed 74% Completed
Phase 4, bidgs. 17, 18 7,282 - ME - 168 63 7,282 Jun-11 gy LeEniEE
permitting
R ("C'Jefg’g‘e';agev'ew bl fe ;lla::tgzces 7104 - g0 491 403 101 7104 Dec-08  36%  Construcon  100% 289
wy EVERTBITEEE R O 7506 Y I 7506 Jntqy Desiomand e g
Kollektsiya real estate permitting
Saint Petershurg and The Leningrad Region
Country houses
46 Repino-Leninskoe 1,201,039 - - - 120103 - 1,041,695 - 2% - 100% 897
Phase 1 - Elegiya 45,330 - - - 45,330 - 41,947 2007 41% Construction
YA 152,000 - - . 100 - 152,000 2011 Gy LEmE
County Club permitting
Phase 4 - Bolshoi Alakul 379,000 - - - 379000 - 379,000 2012 B Desionand
permitting
Phase 5 - Pobeda L-Park 136,600 - - - 13800 - 136,600 201 LR
permitting
Phase 7 - Dachnoe 221,800 - . - 2180 - 221,800 201 i Desionand
permitting
Phase 8 - Maloe Repino 266,309 - - - 266309 - 110,348 2008 2% Construction
46 Zhemchuzhina Razliva 7,475 7,475 - - - - 2,135 completed 100%  Completedand  100% 284
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Unsold/ | "Construc- Valued
unleased net | tion start i Interest,
area, excl. date develop- | % (LSR
carparking, | (month/ | tion, % ment Legal
m? year)" Share)

Net sellable /
leasable area, | Breakdown of areas (net sellable / leas-
excl. car park- able area), m

ing, m?

No | Development Project | Description

Residential Offices  Retail ~ Other Palroktigg’

Moscow and the Moscow Region

All properties
47 Noviy Balchug 12,099 7731 2880 589 899 170 12,099 May-11 gy Desonand 50
permitting
48 Davydkovskaya ﬁgj‘sd:”t'al 1737 - 1737 - : 6 1737 Completed  100%  Completed  100% 307
49 Grunvald fj;gf:x“al 26,977 24,009 TI0 - 2248 270 9723 Mar-05  92%  Comstructon  100% 1,450
50 Leningradskoe shosse  Residential 49,389 46079 3310 ) ) 989 49,389 Mar-12 0% Initialcongept 100% 1,425
58 complex and planning
. Residential i
51 Nakhabino (1 Phase) complex 39,491 32,407 137 137 6,810 - 38,161 Oct-10 4% Construction 100% 346
52 StarayaBitsa 170000 170000 - L 170,000 Jani2  qy [nitialconcept 00y o0
and planning
Yekaterinburg
Mass market residential
53 Michurinskiy Residential 164,727 140017 16473 8237 - : 164,727 Jul12 gy Desinand g 4se
complex permitting
Phase 1 22,200 18870 2220 1010 - : 22,200 Jul-12 gy ~ Designand
permitting
Phase 2 18,071 15360 1807 904 - : 18,071 Jul12 gy  Designand
permitting
Phase 3 21,400 18190 2140 1070 - : 21,400 Nov-12 gy  Desionand
permitting
Phase 4 29751 75288 2975 1488 - : 29751 Nov-12 gy ~ Designand
permitting
Phase 5 38,505 2729 351 195 - - 38,505 Apr13 gy  Desinand
permitting
Phase 6 34,800 29580 3480 170 - : 34,800 Apr-13 gy ~ Designand
permitting
54 4D-LetiyaKomsomola  Residentil 76,621 65133 6308 5181 - 1376 76621 May-16 2 Destnand o
complex permitting
55 Vosstaniya-Molodezhi  esicentil 13,309 13309 - - - 26 13,309 Jan-11 27 Desmand gy
complex permitting
Phase 1 6,751 6751 - - 6751 Jnt 34y  Desinand
permitting
Phase 2 3127 3127 : - : : 3127 Apr-11 36 Desunand
permitting
Phase 3 3431 3431 : - : : 3,431 Jul-1 3%  Destnand
permitting
Phase & . . - S - %6 - Janit 3% Designand
permitting
% Koo Oficeandretail 11,100 . 900 2100 - - 11,100 Novt1 1o Desimand ann g
ovgorodtsevoy permitting
Phase 1 3700 - 30 M0 - - 3700 Nov-it 1 Designand
permitting
Phase 2 3,700 - 3000 700 - : 3,700 Jul-12 1 Desnand
permitting
Phase3 3700 - 30 0 - - 3700 Jan13 1% Designand
permitting
57 Bakinskih Komissarov- iy . : - : Ma-08 2%  DESINAO gy g3
Vosstaniya Parking permitting
58 Eurapeiskiy e 10,087 894 888 - 25 39 337 Completed g%  Completedand o0 g
complex partially sold
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Unsold/ | "Construc- Valued
unleased net | tion start i Stageof | Interest,
area, excl. date develop- | % (LSR
carparking, | (month/ | tion, % ment Legal
m? year)" Share)

Net sellable /
leasable area, | Breakdown of areas (net sellable / leas-
excl. car park- able area), m

ing, m?

No | Development Project | Description

Residential Offices  Retail ~ Other Palroktigg’

59 Postovskogo-Onufrieva ?j;igfe”x“al 6,478 7 - M - R 842 May-08 9% . 0% &
Phase 2 6,478 6,407 - Al - - 842 May-08 100% Construction
Phase 3 - - - - - 42 - Apr-11 21% Construction

60 Zeleniy Mys fjﬁgf:x“al 33,806 593 6019 1853 - 360 14,145 Apr-06  97% - 100% 788
Phase 1 6,381 4766 1217 40 - : 425 Apr-06 100y  Completedand

partially sold
Phase 2 7838 619% 1361 281 - - 2325 Jan-08 gy ~ Completedand
partially sold
Phase 3 11,638 8768 2158 712 - - 7,445 Feb-08 g completedand
partially sold
Phase 4 7,949 6205 1283 461 - - 3,950 Jan-08 g R
partially sold
Phase 5 - - - - - 360 - Jul-06 98% Construction
61 Kalinovskiy fj{?gf:x“al 120,992 11588 1872 1935 1299 132 9269 Aug08  34% - 100% 948
Phase 1 245 248 - - 33 g8 fooy  Completedand
partially sold
Phase 2 5,784 5,784 - ; - ; 3,064 Feb-08 gy,  Completedand
partially sold
Phase 3 5,764 5,764 - ; - ; 2325 Dec-09 gy ~ Completedand
partially sold
Phase 4 12,964 12,964 - - - - 12,964 Oct-08 32% Construction
Phase 5 12,964 12,964 - - - - 12,964 Oct-08 32% Construction
Phase 6 . : . m : J2 sy Desinand
permitting
Phase 7 . : - : J2 sy Desinand
permitting
Phase 8 8212 T 46 - - - 8,212 Mar-11 gy Desimand
permitting
Phase 9 6,770 6,770 - - - - 6,770 Aug-10 8% Construction
Phase 10 6,830 6,830 - - - - 6,830 Oct-10 7% Construction
Phase 11 8324 7776 548 - - - 8,32 Apr-11 g Desimand
permitting
Phase 12 18,659 16005 719 1935 - - 18,659 Jul-11 3  Designand
permitting
Phase 13 10,969 10830 139 - - - 10,969 Oct-11 3  Designand
permitting
Phase 14 . : ) : Jnd2 oy  Desinand
permitting
Phase 15 . : 1 : Jnd2 oy  Desinand
permitting
Phase 16 1,299 - : - 1299 129 1,299 Jan-12 w  Designand
permitting
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Unsold/ | "Construc- Valued
unleased net | tion start i Stageof | Interest,
area, excl. date develop- | % (LSR
carparking, | (month/ | tion, % ment Legal
m? year)" Share)

Net sellable /
leasable area, | Breakdown of areas (net sellable / leas-
excl. car park- able area), m

ing, m?

Development Project | Description

Residential Offices  Retail ~ Other Palroktigg’

Furmanova- 3 ) ) . ) . ) o, Completedand 7
B pockonshars Parking 146 Completed  100%  7TE o8 100% 17
63 Lokomotiv LA 14,940 el - 79 - 8 9,066 08 8% - 100% 220
complex
Phase 1 7,447 7,368 - 79 - - 7,447 Jun-08 78% Construction
Phase 2 7,493 7,493 . . . - 1,619 Completed 100y  Completedand
partially sold
Phase 3 . a . . -8 - Apr-11 4%  Destnand
permitting
64 Tatishev ?j;igfe”x“al 37,991 34,665 374 2952 - 196 33,203 Mar-08  28% - 100% 423
Phase 1 5123 3,920 - 1203 - : 335 Mar-08  fogy  Completedand
partially sold
Phase 2 5,858 5486 374 - - : 5,858 Jul12 {75 ~Designand
permitting
Phase 3 4,705 Wws - %1 - - 4705 Sepll g  Desinend
permitting
Phase 4 4,705 Wws - % - - 4705 Sepll 4y Desinand
permitting
Phase 5 4,700 4,450 - 250 - - 4,700 Mar-10 23% Construction
Phase 6 8,200 752 - 68 - - 8,200 Mar-l 5%  Designand
permitting
Phase 7 4700 4433 - %1 - : 4,700 Sep-11 1  Desknand
permitting
Phase 8 : - - - - 1% - Jnt 2% Desionand
permitting
65 msggﬁgysaev Parking : : - - o100 - May-08  99%  Comstucton  100% 25
Total Properties in the 79787
course of development ’
GRAND TOTAL 03777

PORTFOLIO
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» Elite real estate in Saint Petersburg and the Leningrad Region

Hermitage View House Smolniy Quarter

Mixed-use Mixed-use
6.8 th m2 101 th m?

-

Ryleeva street

Radishcheva street

roanensky Lane

Paradniy Quarter Radisheva
Mixed-use Residential house
122.4 th m? 20.3 thm?

Dom u Morya Residence at Suvorovskiy
Residential complex Residential complex
21.5 thm? 38.5 th m?

= T

Konung Kamenoostrovskaya Kollektsiya
Residential house Residential complex
4.2 th m? 13.4 th m?

65

NevskKiy 1
Mixed-use
7 th m?

Shpalernaya 60
Residential complex
4 th m?

Residential complex
5.4 th m?

Venice
Residential house
15.7 th m2
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=

Kovenskiy Europe City Kuybisheva 13

Residential house Residential complex 13 Residential house
5.6 th m? 122 th m? 6.2 th m?

~
&
S
)
§
S
S
Ny
@
o
Q

Morskoy prospect

Morskoy
Residential house
10.3 th m?

» Mass market and business class residential in Saint Petersburg

Sophia Dom u Komendantskoy ploshadi Dolgoozerniy
Residential complex Residential complex Residential complex
313.7 thm? 32.2 thm? 57.7 th m?

=
=5
, 2
= g 5
Fortuna Pulkovskiy Posad
Residential complex Residential complex Residential complex
69.2 th m? 70.5 th m? 128.4 th m?
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Yuzhniy Karolina

Residential complex Residential complex
223 thm? 12.4 th m?

Real Estate Portfolio

sl
N>
§0V7
3}5 |;é Ruchiy
S Z. %
3 Z,%
S 72%
S I// 7
§ ’/ Z
Nevokores, \ // zZ
i pr Ospect //Aé
S —— A
~Sd -
| Ring Road

Tsvetnoy Gorod
Residential complex
2,232 th m?

E‘
=
Yugnaya Aquatoria Avrora
Residential complex Residential complex
322 thm? 259.6 th m?

Dunaisky prospect

Marshala Blukhera Moskovskoe highway

Residential complex Residential complex
350 th m? 99.6 th m?

Residential complex
42 th m?

» Commercial real estate in Saint Petersburg and the Leningrad Region

TOC na Leningradskom Paradniy Quarter
Commercial real estate Commercial real estate
5.4 th m2 13 thm?
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Hermitage View House
Commercial real estate
7 th m?
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Kamenoostrovskaya Kollektsiya
Commercial real estate
7.5 th m?

» Country houses in suburbs of Saint-Petersburg

o
e

;i I_‘f

¥

3 Ao AT
Repino-Leninskoe Zhemchuzhina Razliva
1,201 th m? 7.5 th m?

» Real estate in Moscow and the Moscow Region

Davydkovskaya Grunvald Nakhabino
Residential house Residential complex Residential complex
1.7 th m? 27 th m? 39.5 th m?
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Leningradskoe shosse 58 Noviy Balchug Staraya Bitsa

Residential complex Mixed-use Residential complex
49.4 th m? 12 th m? 170 th m?
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Real Estate Portfolio

» Real estate in Yekaterinburg

) 8

) Vvsotskv street
Michurinskiy 40-Letiya Komsomola Vosstaniya-Molodezhi
Residential complex Residential complex Residential complex
164.7 th m? 76.6 th m? 13.3 th m?
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KOSK po Novgorodtsevoy Bakinskih Komissarov-Vosstaniya Europeiskiy
Commercial real estate Parking Residential complex
11 thm? 10 th m?

Postovskogo-Onufrieva

Zeleniy Mys Kalinovskiy
Residential complex Residential complex Residential complex
6.5 th m? 33.8 thm?

121 th m?

PLALRLLLELELL

Furmanova-Moskovskaya

Lokomotiv Tatishev Molotoboitsev-Martovskaya
Parking Residential complex Residential complex Parking
15 th m? 38 thm?
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- Corporate governance

In our practices of corporate governance we adhere to the provisions of the legislation of the Russian
Federation related to corporate governance, as well as to the international standards applicable to public

companies listed at the London Stock Exchange.

Corporate governance structure

The corporate governance system includes several management bodies, the key ones being:
General Meeting of Shareholders;

Board of Directors;

« Executive Committee;

Chief Executive Officer.

Information on the

Independent Auditors composition of the
Company’s management

bodies, as of

General Shareholders Meeting B

(RIS > Strategy and Investment

: Human Rgsou(:rses and > Board of Directors < Committee 31 December
ompensation Committee
Executive Committee 201 0

Management

General Meeting of Shareholders

The General Meeting of Shareholders is the supreme authority of LSR Group. The General Meeting
of Shareholders is convened by the Board of Directors at least once a year.
In 2010, the Company held two General Meetings of Shareholders of the Company.

Board of Directors

The Board of Directors is responsible for general management of the company, defines the
company’s development strategy and exercises control of its financial and business operations.

The Board of Directors acts in compliance with the Company’s Charter and Regulations on the
Board of Directors, and is authorised to approve decisions related to all aspects of the business of
LSR Group, save for matters referred to the competence of the General Meeting of Shareholders by
law. The members of the Board of Directors are elected by the General Meeting of Shareholders
for a term up to the next annual General Meeting. When members of the Board are elected by the
extraordinary General Meeting of the Shareholders their authority remains valid until the next
annual General Meeting of Shareholders.

Any shareholder of LSR Group holding at least 2% of voting shares may nominate a candidate for
the Board of Directors.

Decisions of the Board of Directors are adopted by a simple majority unless otherwise provided by
law, the Company’s Charter and Regulations on the Board of Directors. Each member of the Board of
Directors has one vote.

The Chairman of the Board of Directors in accordance with a previously agreed timetable appoints
meetings of the Board of Directors.
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Extraordinary meetings of the Board of Directors may be convened by the Chairman of the Board
of Directors at his initiative, as well as upon the request of any member of the Board of Directors,
Chief Executive Officer, the Internal audit commission, or the auditors of LSR Group, and also any
shareholder holding at least 10% of voting shares.

In 2010, the Company’s Board of Directors held 26 meetings.

Executive Committee

The Executive Committee makes decisions on the most important issues related to the Company’s
business activities, implements the Company’s financial and business policy and prepares
recommendations on the Company’s strategy.

The Executive Committee acts in compliance with the Company’s Charter and Regulations on the
Executive Committee and is authorised to approve operating decisions related to business activities
of LSR Group save for matters referred to the competence of the General Meeting of Shareholders
and The Board of Directors by law. The Board of Directors defines number of members, election
procedures and early termination of powers of the Executive Committee's members.

Decisions of the Executive Committee are adopted by a simple majority. Each member of the
Executive Committee has one vote.

The Chairman of the Executive Committee appoints meetings of the Executive Committee as and
when required, but at least once a month. Meetings of the Executive Committee may be convened
at the initiative of the Chairman of the Executive Committee or one of the members of the Executive
Committee, as well as upon request of the Board of Directors, the Internal Audit Commission and
auditor.

Activities of the Executive Committee are headed by the Chief Executive Officer, who is the
Chairman of the Executive Committee by virtue of his position.

On the 1 July 2010 the Board of Directors elected the Executive Committee for the period from
2 July 2010 to 1 July 2011.

In 2010, the Company’s Executive Committee held 13 meetings.

Chief Executive Officer

In accordance with the charter of LSR GROUP, the Chief Executive Officer exercises the powers of
sole executive body. The Chief Executive Officer carries out day-to-day management of the company
except for the matters referred to the competence of the General Meeting of Shareholders and the
Board of Directors.

In accordance with the decisions of the Board of Directors Mr. Alexandr Vakhmistrov has been
Chief Executive Officer of LSR Group since 2 July 2010. In 2010, he held no shares of the company.

Composition of the Board of Directors

Strategy and

Resources and FEchaT

of Directors Compensations

|Position in the Boardl Independent |Audit Committee

Human |

Kirill Androsov Member of the Board Yes Member of Committee Member of Committee
Ilgiz Valitov Member of the Board Yes

Vladislav Inozemtsev Member of the Board Yes Member of Committee Member of Committee
Sergey Skaterschikov Member of the Board Yes Chairman of Committee Chairman of Committee Member of Committee
Dmitri Goncharov Member of the Board No Member of Committee

Igor Levit

Chairman of the Board

No

Chairman of Committee

Mikhail Romanov

Member of the Board

No

Member of Committee

7

Corporate governance

The following members of
the Board were elected
by the annual Meeting of
Shareholders as of the

30 June
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Position in Human Strategy and

[nvestment

the Board of Independent | Audit Committee | Resources and
Directors Compensations

Elena Tumanova Member of the Board No

Olga Sheikina Member of the Board No Member of Committee

» Biographies of the members of the Board of Directors

Kirill Androsov

Graduated from State Marine Technical University of St. Petersburg and Business School of the
Chicago University (MBA).

From 1999 to 2004 he was a First Deputy General Director, CFO of 0JSC Lenenergo, from 2004

to 2005 was a Head of the Department for governmental regulation of tariffs and infrastructure » Independent director
reforms of the Russian Ministry of Economic Development and Trade, from 2004 to 2008 — member Member of the Board of
of the Board of Directors of 0JSC Rosneft Oil Company, from 2005 to 2008 — Deputy Minister of Directors since June 2010

Economic Development and Trade of Russia, from 2006 to 2008 — member of the Board of Directors
of 0JSC RAO UES of Russia, from 2007 to 2008 - member of the Supervisory Committee of 0JSC
Bank VTB.

Currently Kirill Androsov is the Chairman of the Board of 0JSC VVC Government Corporation and a
member of the Board of 0JCS Aeroflot.

In 2010, he held no shares of the company.

Ilgiz Valitov

Graduated from Kazan Institute of Finance and Economics.
From 2002 to 2007 was a General Manager of a Branch and Vice-President of 0JSC VTB Bank . From
2003 to 2006 — a member of the Board of Directors of 0JSC Kamaz.

At present Ilgiz Valitov is a Director of Natural Resources Department, State Corporation Bank for » Independent director
Development and Foreign Economic Affairs (Vnesheconombank). A member of the Board of Directors Member of the Board of
of 0JSC Kaluga Region Development Corporation, 000 VEB-Invest, 0JSC 31 Novinsky Boulevard, Directors since June 2009

0JSC Razgulyay Group, 000 Titan Agro, and also a member of Supervisory Committee of Moscow
Open Joint Stock Company Slava (Moscow 2nd Watch Factory).
In 2010, he held no shares of the company.

Vladislav Inozemtsev
Graduated from Moscow State University. Doctor of Economics.
From 1999 to 2003 was a Chairman of the Executive Committee of 0JSC Moscow-Paris Bank, from

1999 and until now — a member of the Board of Directors of 0JSC Moscow-Paris Bank.

Since 2007 he has been a Director of Research and Development Centre for Post-industrial Society » Independent director
Studies and a chief editor of the Free Thought Magazine. Member of the Board of
At present Vladislav Inozemtsev is also a lecturer and professor of Higher School of Economics, Directors since June 2009

member of the Board of Directors of CJSC RRR and CJSC Military-Memorial company.
In 2010, he held no shares of the company.

Sergey Skaterschikov

Graduated from Moscow State University and Fuqua School of Business, Duke University, USA
with a Global Executive MBA.

From 2003 to 2008 he was a member of the advisory board within the Audit Committee of the Board

of 0JSC RAO UES of Russia. From 2005 to 2007 he was an investment banking director within Dresdner » Independent director
Kleinwort Bank, Moscow. In 2006-2009, Sergey Skaterschikov was a member of the Board of 0JSC Member of the Board of
Kirovsky Zavod. In 2007-2008, he was a Vice President, Strategy and Development of 0JSC MTS. Directors since June 2007

Currently Sergey Skaterschikov is CEO of 000 SA Capital, member of the Board of Directors of
0JSC OMZ, Independence Holding Limited, 0JSC Shatura, 0JSC Nutrivestholding. He is also a
lecturer in Moscow State University now.

In 2010, he held no shares of the company.
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Igor Levit

Graduated from St. Petersburg State Technical University in 1994. PhD in technical sciences.
Awarded the classification of Honored Builder of Russia. He has been working in LSR Group and
its subsidiaries since 1994.

From 1994 he held a position of manager in 0JSC Construction Corporation Renaissance
(Revival) of St. Petersburg. From 1997 - sales director of 0JSC Lenstroykeramika. In 1999 he
became a Deputy General Director of CJSC NPO Keramika, and then — a General Director. From
2002 - Vice President and from 2004 - First Vice President of LSR Group. In 2006-2010 - he is
CEO of LSR Group. In 2009-2010 - CEO of CJSC Beton 45.

Currently he is also a member of the Board of Directors of 0JSC Betfor and 0JSC Stroydetal.
In 2010, his share in the company decreased from 2.48% to 0.35%.

Mikhail Romanov

Graduated from Leningrad Arctic School in 1977 and Admiral Makarov Leningrad Higher Maritime
Engineering School in 1983. Has been working in LSR Group and its subsidiaries since the year of its
foundation - 1993.

From 1993 to 2002 he CEO of 0JSC Stroydetal. In 2002 became a Vice President of LSR Group.
In 2005 he started to manage new projects within LSR Group. In 2005-2006, he was CEO of 000
Cement (a subsidiary of LSR Group, implementing a cement plant construction project). In 2006-
2008, Mikhail Romanov headed NORDWEST BAUSTOFF BETEILINGUNGS-GMBH. Since 2006, he is a
Managing Director, responsible for new projects of LSR Group. Since 2008, he is CEO of 000 Cement.
Currently, he is a member of Supervisory Committees of CJSC Efimovsky Timber Industry Enterprise
(since 2004) and 000 MM-EfimovskKy (since 2005).

In 2010, his share in the company decreased from 5.19% to 4.72%.

Elena Tumanova
Graduated from Leningrad Shipbuilding Institute, St. Petersburg State University of Economics
and Finance, International Banking Institute and Stockholm University Business School. Has a
degree of Master of Economics and additional qualification - Master of Business Administration.
Honoured Builder of Russia. Elena Tumanova has been with LSR Group since its foundation in
1993. From 1993 to 2000, she held a number of senior positions with financial departments of the
group’s companies. Since 2000, Elena Tumanova has been Chief Financial Officer of LSR Group.
Elena Tumanova is an auditor certified by the Russian Ministry of Finance, and is also a member of
the St. Petersburg Chamber of Auditors.
In 2010, her share in the company decreased from 0.14% o 0.13%.

Olga Sheikina

Graduated from St. Petersburg State Mining Institute in 1983 and St. Petersburg State University
of Economics and Finance, Management Programme.

Has been working in LSR Group and its subsidiaries since the year of its foundation — 1993.
At present Olga Sheikina is a Head of LSR Group Moscow Office, Head of the Board of Directors
Administration of 0JSC LSR Group and Head of Administrative Department of 000 LSR.

In 2010, her share in the company decreased from 0.14% go 0.13%.

Dmitri Goncharov

He was a student of the Economics Faculty of St. Petersburg State University until 1991, in 1996
- graduated from Ludwig-Maximilians-Universitat (Munich) with a degree in Economics. Has been
working in LSR Group since 2003.

In 1996-1997 he worked in the Audit and Tax Consulting Department of BBMS Treuhand GmbH.

From 1997 to 2003, he was Commercial Director of the Sales Department at Siemens AG, CIS and
Eastern Europe Region of the Information and Communication Networks Division. From 2009 to
2010 — member of the Executive Committee of Aeroc International AS.

Dmitri Gontcharov has been Managing Director of LSR Europe GmbH, Munich since 2003.

In 2010, he held no shares of the company.

73

Corporate governance

» Chairman of the Board of

Directors since 1 July 2010
(member of the Board of
Directors since August 2006)

Managing Director since 2
July 2010

Managing director
Member of the Board of
Directors since August
2006

Chief Financial Officer
Member of the Board from
August 2006 to June 2007
Member of the Board of
Directors since February
2008

Head of LSR Group Moscow
Office.

Member of the Board of
Directors since June 2010

Managing Director of LSR
Europe GmbH.

Member of the Board of
Directors since June 2007



Annual report / 2010

Committees of the Board of Directors

Committees of the Board of Directors are consultative and advisory bodies intended for handling
particularly important areas of the company’s business. Their activity is governed by the Regulations
on the Committees of the Board of Directors of the company. The committees meet separately from
the Board of Directors.

Committee members are elected by the Board of Directors. According to the listing rules, only
an independent director may chair the audit committee, as well as the human resources and
compensations committee. The Chief Executive Officer and members of the Executive Committee may
not be members of the audit committee, or the human resources and compensations committee.

Decisions are taken by a majority of votes of committee members attending the meeting. Each
committee member has one vote.

Information on the composition of Board of Directors committees, as of 31 December 2010, is
presented below.

Audit Committee

The Audit Committee is responsible for preparing recommendations to the Board of Directors on
exercising control over the financial and business operations of the company.

The Audit Committee provides assessment of nominees to be appointed as independent auditors
of LSR Group, analyses auditor’s opinions, checks the effectiveness of internal control procedures
and draws up proposals for their improvement.

The Audit Committee supervises the preparation of financial statements, the completeness and
accuracy of tax, accounting and managerial reporting, and prepares recommendations on profit
distribution of LSR Group based on the results of financial year.

In 2010, the Audit Committee of the Board of Directors held ten meetings.

Human Resources and Compensations Committee

The Human Resources and Compensations Committee provides recommendations to the Board
of Directors relating to the terms and conditions of employment contracts with the CEO and senior
management, as well as the compensation of the CEO and senior management, and develops the
criteria of remuneration of the members of the Board of Directors.

The responsibilities of the Human Resources and Compensations Committee also include the
development of the HR policy and the regulation of the remuneration and incentive schemes of
company workers.

In 2010, the Human Resources and Compensations Committee of the Board of Directors held six
meetings.

Strategy and Investment Committee

The Strategy and Investment Committee assists the Board of Directors in its responsibilities
relating to the corporate strategy including control of the strategy development and implementation,
analysis and approval of acquisitions and business sale transactions, approval and follow-up of
major investment projects, and investment budget allocation.

In 2010, the Strategy and Investment Committee of the Board of Directors held six meetings.

Chief Executive Officer

Before 2 July 2010 Igor Levit was the CEO of LSR Group.
Since 2 July 2010 Aleksandr Vakhmistrov holds a position of CEO and Chairman of the Executive
Committee of LSR Group.

Aleksandr Vakhmistrov

Graduated from the St. Petersburg State Transport University with a major in Industrial
Construction and Civil Engineering and the St. Petersburg University of the Ministry of Internal
Affairs with a major in Law.

Holds the degree of Doctor of Economics and is a professor of St. Petersburg State University
of Architecture and Construction and St. Petersburg State Polytechnic University. Has the title of
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» Audit Committee:

Sergei Skaterschikov

— Chairman of the

Committee;
Kirill Androsov;
Vladislav Inozemtsev.

» Human Resources

and Compensations
Committee:
Sergei Skaterschikov

— Chairman of the

Committee;
Dmitri Goncharov;
Olga Sheikina.

» Strategy and

Investment Committee:
Igor Levit — Chairman of
the Committee;

Kirill Androsov;
Vladislav Inozemtsev;
Sergei Skaterschikov;
Mikhail Romanov.

Chief Executive Officer,
Chairman of the
Executive Committee of
0JSC LSR Group
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Honorary Academician of the Russian Construction Complex. He is a full member of the RF Academy
of Investments and Construction Economics, the first vice-president, member of the Board of
National Construction Union (NOSTROY).

Distinguished Builder of Russia. Honored Builder of the Russian Federation. Was awarded with
the Order for Merits to the Fatherland, fourth degree, the Order of Friendship and the Order for
Honours. Earned two formal commendations of the RF President, as well as the RF Government
Award of Science and Engineering.

From 1975 to 1994 was working at different enterprises of the construction industry getting
through the way from a specialist to a general director. He was the Head of the construction
department N2339 of LPSMO Glavzapstroy, Operational Director of a joint Soviet-Finnish engineering
company “Lentek”, General Director of a joint Soviet-Finnish construction company FILCO.

In 1994 was invited to the Construction Committee for the cooperation arrangement among the
city Administration and the private investors, and was appointed to the position of a General Director
of a statutory board “The Board of Investments” of St. Petersburg Administration Construction
Department.

From 1996 to 2000 was a General Director of a statutory board “The Work Center for Bank
Credits”.

From 2000 to 2003 was a Chairman of the Construction Committee of St. Petersburg Administration
— St. Petersburg Vice Governor.

From 2003 to 2009, he was Vice Governor of St. Petersburg responsible for capital construction
projects and property renovations, road building for developing new areas, architecture and urban
planning, and the land policies of St. Petersburg for capital construction projects.

From 2009 to June 2010 he was St. Petersburg Vice Governor — Head of St. Petersburg Governor
Administration.

Since 2 July 2010 he holds a position of CEO and Chairman of the Executive Committee of LSR
Group.

In 2010, he held no shares of the company.

Executive Committee

The following members of

1. Alexandr Vakhmistrov, Chairman of the Executive Committee, CEO the Executive Committee
2. lgor Levit, Cairman of the Board of Directors, Managing Director were elected by the Board
3. Elena Tumanova, Chief Financial Officer of Directors as of

4. Evgeny Yatsyshin, Managing Director 1 J u ly

5. Georgy Vedernikov, Managing Director

6. Georgy Bogachev, Head of elite real estate 201 0

7. Vladimir Chernyaev, Head of construction
8. Andrei Vedernikov, Head of ready-mix and reinforced concrete
9. Aleksey Yushkov, Head of sand business unit

Internal audit commission

In accordance with Russia’s legislation and the Charter of LSR Group, the supervision of financial
and business operations of LSR Group is exercised by the Internal audit commission elected by the
General Meeting of Shareholders for one year and composed of at least three persons. Members of the
Internal audit commission may not also be members of the Board of Directors, or hold other positions
in the company’s management bodies.

Financial and business results are checked annually on a mandatory basis, and additionally at the
initiative of the Internal audit commission, by decision of the General Meeting of Shareholders, Board
of Directors, or upon request of shareholders holding at least 10% of voting shares in LSR Group.

The competence of the Internal audit commission on matters not provided for in the Charter shall be
determined by the Regulations of the Internal audit commission.

The Internal audit commission is established in accordance with RF legislation under which all
joint stock companies registered within Russia should have this body for the purpose of exercising
supervision of the financial and business operations of the Company.
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Internal audit service

In order to enhance the efficiency of control over the company’s financial and business operations,
the Internal Audit Service was established in 2007. The responsibilities of the Internal Audit Service
include control over conformity of the financial and business operations performed by the company,
its branches, structural divisions, subsidiaries and associated companies to the interests of the
company, and also risk assessment and development of risks mitigations measures.

Independent auditor

In accordance with RF legislation, the General Meeting of Shareholders of LSR Group annually
approves an independent auditor for auditing the Company’s financial statements. For auditing RAS
financial statements of LSR Group CJSC Audit-Servis was approved, and for IFRS-based statements
- CJSC KPMG auditors.

Remuneration of members of company’s management bodies

The amount of compensations paid to the members of company’s management bodies, including
the Board of Directors and the Executive committee, for their work at the management bodies in
2010 was RUB 24,268,750. In accordance with the internal documents of the company LSR Group
managers who are members of the Board of Directors are not paid any remuneration for their work
for the Board but are only compensated for the costs incurred in the performance of their duties.

Disclosure policy

In our information policy we are guided by the international practices of information disclosure and
the requirements of the international and Russian legislation, United Kingdom Financial Services
Authority (FSA) applicable to the companies listed their GDRS on the London Stock Exchange,
Russia’s Federal Financial Markets Service (FSFR) and the Disclosure Policy Provisions approved by
the Board of Directors as of 20.09.2010.

Information covering the activities of LSR Group is contained in regularly prepared documents
and reports. In particular, in accordance with the provisions of the RF legislation, the Company
regularly prepares and publishes: an annual report, issuer’s quarterly reports (in Russian language
and based on Russian accounting standards) that are also timely posted on the Company website.
Under the listing agreements with RTS and MICEX, a report on compliance with the corporate
conduct regulations is submitted on a quarterly basis.

Information regarding the activities of LSR Group is also disclosed by means of press releases,
notices of material facts and notification of information that may have a material effect on the price
of Company’s securities, lists of related parties.
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- Share

As of 31 December 2010, the share capital of LSR Group was RUB 25,757,553.75 and consisted of
103,030,215 ordinary shares, each with a nominal value of RUB 0.25. Ordinary shares of LSR Group are

traded under the ticker symbol LSRG on RTS and MICEX.

LSR Group’s global depository receipts are traded under the ticker symbol LSRG on the main
market of the London Stock Exchange (LSE). Each depositary receipt represents 1/5 of an ordinary
share (a ratio of 5 GDRs: 1 Ordinary Share).

The GDR programme is being implemented and supported under Regulation S and Rule 144A.
Deutsche Bank Trust Company Americas acts as depositary, and the functions of custodian bank
are performed by Deutsche Bank Ltd. Moscow.

Shareholding structure

As of 31 December 2010, 30.2% of the share capital of LSR Group was in free circulation. 62.2% of
LSR Group was owned by the company Streetlink. The company’s management owned 7.6% of its 7.6%
share capital. Management

30.2%
‘ Free float
Dividend policy
LSR Group in the past neither declared nor paid any dividends, with the whole of the company’s
profit reinvested in developing its business. However, in 2011, after analyzing the company’s capital
structure from the perspective of the company’s current and future needs for capital, the Board of
Directors recommended paying out dividends for 2010 fiscal year. 62.2%
On the 7th April 2011, the Shareholders’ Meeting approved dividend of RUB 15 per ordinary share. Streetlink Ltd
In 2010 we paid a total of RUB 1,545,453,225 in dividends to our shareholders.

Performance of GDRs on London stock exchange in 2010

2= T  Global Depository Receipts on the

London Stock Exchange 2010

1l 1 Maximum price (USD) 109
Minimum price (USD) 6.75
End-year price (USD) 9.45
10 | Trading volume (USD million) 92.84

Source: Bloomberg

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
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Information on ordinary shares and GDR

Type oo Ordinary Shares (each with a nominal value of RUB 0.25)
Global Depository Receipts (GDRs)
(5 GDR — 1 ordinary share)
Listing ................ GDRs on the London Stock Exchange Ordinary shares on MICEX and RTS
Trading lot............. Ordinary Share or 1 GDR tradable
Freefloat.............. 30.2%

Number of shares
Share and GDR codes . ..

103,030,215

Regulation S GDR

CUSIP: 50218G206

ISIN: US50218G2066
Common Code: 032415202
Rule 144A GDR

CUSIP: 50218G107

ISIN: US50218G1076
Common Code: 032415334
IISIN for ordinary shares

RUOOOAOJPFPO

Share and GDR ticker ... London Stock Exchange LSRG
MICEX LSRG
RTS LSRG
PORTAL symbol for GDRs LSRGL
Bloomberg LSRG LI

Depository’s Contacts .. Deutsche Bank Trust Company Americas

London +44 207 547 6500
New York  +1212 250 9100
Moscow +7 495 797 52 09
Correspondence
address ............... Deutsche Bank Trust Company Americas Depositary Receipts

60 Wall Street

New York

NY 10005-2836

Address in Russia:

82 Building 2, Sadovnicheskaya Street, Moscow 115035

Depository receipts Russian
registrar’s contacts. . . .. ZAO0 Yediny Registrator, 6 Belovodsky Pereulok,
St. Petersburg, 194044, Russia

Public Offerings of Shares of 0JSC LSR Group

In November 2007, LSR Group executed an initial public offering. The offering volume was
10,643,618 ordinary shares in the form of ordinary shares and global depository receipts. The
offering price was USD 72.50 per share and USD 14.50 per global depository receipt. As a result, LSR
Group raised USD 588 million (adjusted for the IPO costs). The IPO of LSR Group became one of the
major public offerings implemented by a construction sector company in Russia.

On 30 April 2010, LSR Group carried out a secondary public offering. A total of 9,366,383 ordinary
shares in the form of global depository receipts were placed under international offer. The net
proceeds after deducting all the offering expenses were USD 385 million. As a result of the secondary
public offering the total number of shares grew to 103,030,215 shares.
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Share
Ordinary shares on RTS 2010
Maximum price (RUB) 1,248.9
Minimum price (RUB) 588.61
End-year price (RUB) 1,010.6
Trading volume (RUB million) 146.4
Source: www.rts.ru
Ordinary shares on MICEX 2010
Maximum price (RUB) 1,280
Minimum price (RUB) 579.42
End-year price (RUB) 1,028

Trading volume (RUB million) 2,599.44

Source: www.micex.ru
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- Risks
The key risk factors that have an impact on the business of LSR Group include:

= Country and region risks

The country and region specific risks include risks of macroeconomic instability in Russia due to
fluctuations of the global economy and a decline in the prices for raw materials, risks related to
unsatisfactory infrastructure condition, political and social instability, and also possible natural
and man-caused disasters. All of the above may have an adverse effect on the ability of LSR Group
to efficiently carry out business, and also on the value of shares and global depositary receipts.

= Industry-specific risks

The markets of real estate, building materials and services, similarly to any other commodity
market, are exposed to fluctuations in business activity. The above markets are likely to suffer
from adverse changes in the market situation, which may result in lower revenues from the sales of
products and services.

The company is exposed to the risks typical of the real estate development and construction
businesses in Russia. This business is labour-intensive, requires significant investments, depends
on the obtaining of different licenses, permits and approvals from relevant authorities. Problems
with obtaining all the necessary licenses, permits and approvals may result in an increase in the
project timeline including the impossibility of completing such projects, and increased costs. The
success of real estate development businesses depends, to a great extent, on the ability to locate
and acquire land suitable for construction on attractive terms. Higher operating costs, growing value
of insurance coverage, potentially stricter requirements of the tax and environmental legislations
may have an adverse effect on the business profitability of LSR Group. Growing prices for raw
materials, services and energy used by the company’s subsidiaries in their business, an increase in
land prices and rental fees, fees for utilities, and also in wages may reduce the profitability of the
company’s business. An increase in the prices of the company’s products and/or services due to the
above factors may result in lower sales volumes which would entail reduced revenues from such
operations due to a decline in effective demand (in the event that the growth of prices for products
and/or services outstrips demand).

Most of our operations are located in St. Petersburg, the Leningrad Region, Moscow, the Moscow
Region and Yekaterinburg; this results in the risk of geographical concentration. Acquisitions of
existing businesses have always been one of the priorities of company’s development. However,
they may result in the risk of circumstances arising from the acquisition of new legal entities. In
addition, problems may emerge with the integration of newly acquired businesses into the group.

Our growth in the past was largely due to the possibility of attracting highly skilled and
experienced personnel to the company. The labour market in Russia is changing, and it is impossible
to guarantee that in the future it will be as easy for us to find the human resources required.

= Financial risks

Risks of interest rate change
An increase in the interest rate of bank loans or other borrowings may result in higher debt
servicing costs, and also limit the availability of external financing to the company.

Credit risk

The default on accounts receivable is one of the financial risks the company may be exposed
to. Given the fact that the markets and customer bases of the business units have their specific
features, the management of the credit risk is done at the business unit levels. Business units have
their approved procedures to monitor and collect the accounts receivable. The business units of the
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Building Materials division do not supply products if no contract was signed, or payment obligations
under the contract were not fulfilled. If necessary, the legal department proceeds to debt collection
by taking legal actions. The company establishes an allowance reserves to write off bad debts if
needed.

Currency risks

A significant growth in the exchange rate of the US dollar or Euro may result in higher payments
on loans and leasing liabilities, and also have an effect on the key parameters of investment plans
providing for the procurement of imported equipment. The company minimises as much as possible
any disproportion between the currency units in which its basic revenues and expenditures are
denominated, and between the company’s assets and liabilities. The company receives most of its
revenues in roubles, and its costs are also denominated mainly in roubles.

Liquidity risks

The liquidity risk means that a company may be unable to meet its financial obligations within
the established time, which may result in fines, penalties and damage to business reputation. LSR
Group manages the liquidity risk by planning cash flows from operational, investment and financial
activities to ensure as much as possible — both under normal and extraordinary circumstances —
sufficient liquidity to meet its obligations using if necessary short-term credit facilities and making
efforts to refinance debt. A detailed description of financial risk management is presented in Note
29 to IFRS financial statements.

Legal risks

Legal risks of tax legislation change

Changes in the tax legislation (introduction of new taxes, change in tax rates, base, collection and
remittance procedure) may increase tax payments and, consequently, reduce net profit.

The statutory legal acts regulating taxes have a relatively short enforcement history. Different
authorities often apply different interpretations of the tax legislation, which creates uncertainty
and possible conflicts. Many matters related to the practical application of new legislation are
unclear, which complicates tax planning and adoption of appropriate decisions. This uncertainty
creates the risk of fines and penalties.

License risks

The risks relating to the inability to extend a company’s license to conduct a certain type of
business, or to use particular kind of resources (including natural resources): regulators have strict
procedures regarding the issuance and extension of licenses and permits, control over licensees’
compliance with their conditions, and interpretation and enforcement of the applicable laws
and statutory acts. If regulators identify breaches of license conditions made by the company’s
subsidiaries, it may result in the suspension, change, and cancellation of, or refusal to extend
licenses and permits issued to the subsidiaries, or in the demand to give up certain types of activity.
Each of the above factors may have an adverse effect on the company’s business, financial standing
and operational results.

Other legal risks

The requirements of the environmental legislation of the Russian Federation may impose various
additional obligations on the company’s subsidiaries’ compliance with which may affect operational
results. In addition, claims may be lodged against the company’s subsidiaries on environmental
issues.

The concept of private land ownership exists in the Russian Federation since only relatively
recently, so accordingly disputes and litigations may arise regarding the ownership title of the
company and its subsidiaries for land plots they own or rent.

All these weaknesses may affect the company’s abilities to exercise its rights under contracts,
as well as its ability to defend itself against third party claims. Moreover, the company is unable
to guarantee that regulatory and judicial authorities as well as third parties will not challenge the
compliance by the company and its subsidiaries with the provisions of laws, decrees and regulatory
instructions.
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Risk management structure

The Board of Directors provides general guidance for carrying out the risk management policy.
The Audit Committee of the Board of Directors supervises the way in which management assesses
the adequacy of its risk management policy to decision-making practices, as well as the risk
management adequacy to the risks the company is exposed to. The internal audit service directly
reviews the status of risk management and control at the level of business units and structural
divisions of the management company, and reports to the Audit Committee.

81



Annual report / 2010 Social Responsibility

- Social Responsibility

The core principle of our HR policy is that our people are the strategically important resource of our company.
We aim to create equal possibilities for our employees to fulfill their potential and ambitions within the LSR
Group.

The corporate policy of LSR Group in the field of human resource management is based on the unified

principles of employment, training, social support, motivation and remuneration of our employees aiming at
efficient achievement of the company'’s business goals.

Labour welfare, decent salaries, training for our employees and enhancing of their professional skills are
fundamentals of LSR Group future achievements.

Our People

General information on the employees

LSR Group is one of the major Russia’s employers. As of the end of 2010, we employed
approximately 16,000 people, most of them working at our companies operating in the Northwestern
federal district. 15% of the company’s personnel are employed in other regions including the Moscow
Region, Urals and Ukraine. Blue-collar workers account for 78% of our personnel.

48% of our employees are university graduates; the average age of our personnel is 37 years,
employment history with LSR companies is over 5 years.

Motivation programmes

LSR Group companies use modern motivation techniques aimed to improve personnel efficiency
and encourage personal involvement in the company’s goals. In 2010, LSR Group implemented a
new motivation programme for top managers based on the previous one but complying with the
company’s current strategic goals.

LSR Groups makes sure its employees have stable earnings and are paid on time. In 2010, the
company’s payroll amounted to RUB 6,725 million, up 17.8% against 2009.

LSR payroll progression, RUB million
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We also use non-financial motivation techniques, including the corporate awards of LSR Group.
For considerable contribution to the development of LSR Group employees are awarded the Best at
LSR gold lapel badges. In 2010, 10 employees received this honorary award. Another 377 employees
of LSR Group were awarded certificates of honor and commendations for their outstanding
performance.

The achievements of LSR Group employees have been acknowledged with various government
and industry awards. In 2010, 20 employees of LSR Group were awarded industry awards for
their achievements in construction and building materials industry and their contribution to the
development of the construction industry. 91 employees were granted regional government and
industry associations awards.

Social security

The social policy of LSR Group is based on the efficient work organization and social security of the
personnel. Our social policy fully complies with the labour regulations in terms of special allowances
and social security of all our employees. Great attention is paid to the employees’ welfare, including
catering, provision of work clothing, emergency medical aid, in-house medical stations and health
care arrangements with local medical institutions, annual employee vaccination, transfers to
outlying work locations. Our employees are also provided with health resort treatment benefits.
In 2010, we spent a total of RUB 97 million on our social programmes. The monetary subsidies
amounted to RUB 11.7 million, including childbirth subsidies worth RUB 6.3 million.

In 2010, our employees had 360 children born, including 109 second children and 15 third children
in families, which shows their confidence in future.

Training

In 2010, a total of 3,500 employees of LSR Group, including 2,000 factory workers, were trained
under different programmes, both advanced professional training programmes (for example, when
joining self-regulatory organizations) and career enhancement programmes as part of Succession
Pool project. The companies of |LSR Group have their own training centres delivering qualified
personnel. Apart from that, LSR Group has a centralized training centre engaged in organization
of high-quality training for the company’s management as well as consolidation and transfer of in-
house managerial expertise and knowledge across the company.

In LSR Group training is treated as an important means to boost labour productivity and efficiency,
as well as a significant competitive advantage of the company in the human resources market. In
2010, the costs of personnel training amounted to RUB 20 million.

Personnel training costs, RUB million
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Environmental Protection

Being one of the largest corporations in North-Western Russia, LSR Group is fully aware of its responsibility
to the community, including the rational use of natural resources and preservation of a friendly environment.

We carry out environmental activities aimed to prevent environmental pollution and rehabilitate damaged
ecosystems.

Environmental policy of LSR Group

LSR Group, being one of the major companies in Russia, is fully aware of its environmental
responsibilities to the community.

Our environmental policy is based upon strict compliance with environmental legislation of the
Russian Federation. Our enterprises undergo environmental audit on a regular basis to review their
compliance with the effective environmental regulations.

Our subsidiaries have valid permits necessary for their operations and relevant licenses obtained
for certain activities.

Implementing environmental protection programmes

In 2010, our subsidiaries were carrying out planned environmental activities. Development of new
technologies, implementation of environment-friendly solutions, reduction of fuel consumption and
pollutant emissions are an integral part of our ecological policy.

In 2010, our reinforced concrete BU (0JSC Barrikada) completed construction of the rainwater
drainage pump and the pumped sewage system at one of its plants to discharge directly to the
municipal sewer.

In 2010, our bricks BU (0JSC Pobeda LSR) also completed reconstruction of its pumped sewer.
Our crushed granite BU (0JSC Granit-Kuznechnoe) completed its rainwater drainage system and
upgraded its aspiration systems last year. These projects were aimed to reduce concentrations of
pollutants in the effluents and prevent soil pollution and air pollutant emissions.

In May 2010, LSR Group was the general sponsor of the annual Nevsky International Ecological
Congress, its topic being Ecologisation of nature management — basis for modernization of economy
in balance with nature. The congress is aimed at discussions and sharing of best practices of
improving legislation in the field of environmental management and protection, increasing energy
efficiency of the economies, introduction of energy-efficient and water-saving innovations and other
environmental issues among representatives of public authorities, business communities, academia,
research institutions and public organizations.

In 2010, our sand BU (0JSC Rudas) became one of the Russia’s TOP 100 companies in ecology
and environmental management and was awarded the Golden medal “European Quality”. This is
an annual award held by the Independent Public Council supported by the Council of Federation,
Russian State Duma, Chamber of Industry and Commerce of RF, Ministry of Natural Resources and
Environmental Protection of RF and International Academy of Quality.

LSR cement plant

At the end of 2010, LSR Group performed technological launch of its cement plant in the town of
Slantsy, the Leningrad region. It is one of the most environment-friendly cement facilities in the
world due to the following features:

» Possibility to use waste accumulated near Slantsy as a result of oil shale extraction, which
occupies more than 400 ha of land taken out of use, as a raw material. Thus environmental
situation in the area will be improved and the land will become available for more rational use;

» Possibility to use alternative fuel — the plant can operate thorough waste materials combustion
(used tires, oil, plastic packaging, etc.);

» Possibility to utilize extra heat of the clinker kiln to generate more than 40% of electricity required
by the production lines;
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« Use of up-to-date technologies to prevent environmental pollution, including bulk materials storage
facilities and the newest aspiration systems;

« Automatic monitoring of emission points into the atmosphere through the emissions analyzer, as well
as implementation of the emission limits in accordance with the European environmental standards.
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Charity

LSR Group is one of the largest tax payers and employers in Russia. We take a proactive position in corporate
charity programmes. Our charity activities imply interrelation between solving social problems, the company's

strategic goals and the interests of our shareholders. We treat our charity expenses as investments into the
human capital assets, improvement of the social environment and the living standards in our key regional markets.

The charity policy of LSR Group is based on the following principles:
 targeted assistance;
» consistency;
 result-oriented aid.

The priorities of our charity policy are the following:
o child care;
« assistance in developing territories in the regions of the company’s presence;
 veterans care;
« restoration and preservation of the country’s cultural heritage.

LSR Group uses modern approaches towards implementation of charity programmes providing
both financial and non-financial support. In particular we are involved in the following charity
activities:

« providing financial aid and building materials;

« providing consultancy services to nonprofit companies;

» providing premises at our office centres to nonprofit companies for conferences and panel
discussions;

« providing certain production assets (for example, each year we provide Nevsky-39 barge for Alye

Parusa graduation holiday);

« free excursions to our corporate museum of bricks for schoolchildren, parents with their children,
retirees and collectors.
Our employees are also involved into charity activities.

Child care programmes

One of the most significant charity projects of LSR Group is its cooperation with the ‘Parents’
Bridge Foundation’ whose specialists help parentless children to find new families. This cooperation
started in 2004 and implies a programme aimed to help families willing to adopt orphans jointly
developed by the Foundation and LSR Group. In 2010, another six children found new families
with the help of LSR Group. As a result of this programme known as ‘Angels with Broken Wings’,
70 children have already found parents. The funds are used for targeted financial support of the
adopted and fostered children, and individual work of psychologists and social educators providing
efficient follow-up advice for families with fostered children.

In 2010, LSR Group and the North-West orphans’ fund “Deti Zhdut” (Children are waiting) started
another long-term programme aimed to assist families willing to adopt orphans. The programme
implies creation of the internet portal “geTmkayT.pd” to accumulate trustworthy and constantly
updated information on orphans institutionalized in orphanages of North-Western Russia.

In 2010, we continued cooperation with the ‘Tyoply Dom’ (Warm Home) Foundation for mothers
with many children, foster parents and single mothers. For more than 10 years LSR Group and
the Foundation have implemented programmes aimed at supporting motherhood and childhood,

preventing mothers from abandoning their newborn babies and preventing social orphanhood.

For the purpose of popularisation of a healthy way of life, development of children’s and mass
sports including among the handicapped, in 2010, LSR Group continued its cooperation with the
Paralympic Committee of St. Petersburg through rendering assistance for organising events for
disabled children. Together with the Football Federation of the Leningrad region we organized the
1st interregional junior football tournament. We also assisted in organising the international cycle
tour “Youth — world without limits” from Vyborg to Lappeenranta and back.

LSR Group traditionally allocates funds to support the domestic educational system, primarily
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higher education institutions that train specialists for the construction industry. It helps the
company to ensure a reliable source of personnel. Our partnership with St. Petersburg State
Architecture and Construction Academy and the construction engineering faculty of St. Petersburg
State Polytechnical University has been maintained for many years and is aimed to support research
work and gifted students. In 2010, we included another educational institution — the Military
Technical Engineering University — into our support programme. This University trains specialists
in industrial and civil construction. Last year we spent a total of RUB 10 million to upgrade its
facilities.

In 2010, we also provided financial aid for construction and maintenance of social institutions,
supported orphanages, Kindergartens, schools and medical institutions primarily in the regions
which are our key markets.

Support for development in the regions of presence

In addition to the contributions made by LSR Group companies as major employers and taxpayers,
they are also actively involved in the addressing local development priorities, funding social and
charity programmes, and participating in construction and renovation of important social projects.
In 2010, we carried out landscaping works, repairs and purchased equipment for 12 schools, 10
kindergartens, 5 children activity centres, 3 training colleges and 3 sports clubs.

Veterans care

2010 was the year of the 65th anniversary of the Victory in the Great Patriotic War. LSR Group
acted as a social partner of the Government of St. Petersburg supporting the ‘Duty’ charity
programme aimed at targeted assistance to the veterans of World War Il. The company’s funds
were used to finance health resort treatment, purchase pharmaceuticals and emergency goods,
provide financial aid and presents for the veterans.

Restoration and preservation of country’s cultural heritage

Restoring cultural and spiritual values is another priority of the company’s charities.

For several years we have financed archeological expedition of the Institute for History of Material
Culture of the Russian Academy of Sciences at Staraya Ladoga.

Taking care of the preservation of the spiritual and historic heritage of Russia, LSR Group in 2010
financed projects dealing with the restoration and construction of a number of sites of spiritual
and architectural heritage such as the Presentation Cathedral of the Optina Pustyn Monastery, the
Fyodorovsky Cathedral in Pushkin, the St. Daniil’'s Monastery (Moscow), the Cathedral of Simon and
Anna in St. Petersburg, the Cathedral of Virgin of Tikhvin in Suschevo (Moscow).

We also provided building materials (bricks and expanded clay) for renovation of the Cathedral of
Virgin of Kazan at the St. Anthony monastery of Holy Trinity, founded in the 13th century.
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- Contacts

» LSR Group

Corporate Headquarters
36, Kazanskaya Street,

St. Peterburg, 190031 Russia

Tel: +7 (812) 458-81-43

Fax: +7 (812) 312-13-81

e-mail: mail@lsrgroup.ru
www.lsrgroup.ru
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