[image: image30.emf]0

5

10

15

20

25

2008 2009 2010П


[image: image31.emf]0

5

10

15

20

25

2008 2009 2010П


OJSC GAZ 
2009 Annual Report

Dear Shareholders! 

2009 was a period of serious trials for Russian automotive industry and the whole world. A considerable decrease in sales, production volumes and, suspension of investment projects in the commercial vehicles segment were caused by unavailable credit and financial tools, financial resources deficit and decline in construction, cargo transportation, agriculture and other areas.
At the same time, these difficulties encouraged us to make the business more efficient, to improve product cost management and to use in-house resources in order to make produced vehicles more competitive.

I am glad to say that GAZ Group did its best to use these opportunities to implement new approaches to logistics, inventory management, work with suppliers and financial flows management. Our company was the first in the industry to have implemented an anticrisis program which was acknowledged one of the most promising in Russia by the Russian Government. Through implementation of this program, the key plants of the company reached breakeven level by the end of 2009 and the productivity was considerably increased. In 2009 GAZ Group reduced production costs by 25% on average, work in process – by 50%, finished products stock – by 68%, selling costs – by 51%, management costs – by 48%, commodities and materials inventory – by 28%.  

These very results helped us reach an agreement on debt restructuring with all creditor banks that had a high opinion of the company’s prospects. In the period of market decline we also reached agreements on debt restructuring with the automotive component suppliers with whom we actively shared the experience in product cost reduction helping them implement cost reduction practices at their plants.

In the period of a considerable decline of demand on the automotive market, GAZ Group together with the partner banks developed advantageous credit and leasing offers to the customers that have made vehicles more affordable. Demand stimulation, programs for service improvement and competitive advantages of our vehicles helped the company to keep and, in some segments, to strengthen leading positions of GAZ Group on the commercial vehicles market. Following the 2009 results, our share in the light commercial vehicles segment is 51%, all-wheel drive trucks – 50%, buses – 70%, motor graders – 70%, wheeled excavators – 65%, diesel engines – 45%, petrol engines – 41%.

Implementation of GAZ Group’s cost reduction program in 2009 ensured creation of a new more efficient economic business model reflecting the real market, and helped us focus on the main thing – improvement of our vehicles’ quality and competitiveness. We did not stop production improvement and model range upgrading in 2009, and it helped the company go out of the crisis with new products.

In 2009 commercial vehicles production of Gorky Automobile Plant implemented a new quality system introduced earlier in cooperation with leading international manufacturers in the passenger car production. In 2010 this experience will be used at all the other plants of the holding. 

In 2009, despite the financial difficulties, the company continued developing new products and upgrading the existing ones, and as a result, new products were launched in 2010. These are light commercial vehicles GAZelle-BUSINESS product line with improved consumer characteristics, new range of all-wheel drive URAL cabover trucks, new-generation excavators and loaders, new PAZ-3204 buses with spring suspension and others. The company’s new developments combine the best Western technologies and Russian engineering thought.

In 2009 we continued to implement the innovative project on medium diesel 530-family engines production. This project falls within the state policy in the area of transportation means environmental safety and is acknowledged as strategic for Russian machine-building industry development by the Russian Government. GAZ Group entered into an agreement with Vnesheconombank on funding a new plant construction in Yaroslavl that would become the first diesel engine plant in Russia in the last 35 years.

Model range upgrading and improvement of the company’s competitiveness are based, first of all, on the competences and professionalism level of our employees. 2009 was a difficult year for the companies that had to take unpopular decisions regarding their personnel due to a radical decline of production volumes. However in this period we were able to keep our personnel and reduce social tension in the regions through close cooperation with the regional authorities. The “advance training” programs implemented together with the placement services became a real alternative to termination and made it possible to find employment for the released workers. In 2010 personnel motivation and development, improvement of the social climate in the regions where the company operates, improvement of our employees’ living environment will be the company’s main priority. Workers who produce the best commercial vehicles in the country deserve the highest level of working and living conditions!

Continuous training of the personnel and production upgrading will help the company improve the product quality, launch new products and remain an undisputed leader on the commercial vehicles market.
Sincerely yours,

Bo Inge Andersson

President

GAZ Group MC LLC
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1. Data on the joint stock company

1.1 Data on the trade name (name) of the issuer

Full trade name of the issuer: Open Joint Stock Company "GAZ"
Abbreviated trade name of the issuer: ОАО "ГАЗ"
The issuer's trade name (name for non-profit organization) is registered as a trade mark or service mark
Data on registration of the above trade marks:
Certificate No. 151291 for trade mark and/or service mark, issued by the Committee of the Russian Federation on Patents and Trade Marks (ROSPATENT) (date of registry in the State Register of Trade Marks and Service Marks 31.03.1997)
All previous names of the issuer during the period of its existence

Full trade name: Joint Stock Company of the Open Type "GAZ"
Abbreviated trade name: АООТ "GAZ"
Date of introduction of the name: 21.12.1992
Grounds for name introduction:
ordinance of Head of Administration of Nizhny Novgorod on registration (re-registration) of enterprise No. 2614р of 21.12.92
1.2. Data on state registration of the issuer

Data on initial state registration

Number of state registration: 262
Date of state registration: 21.12.1992
Name of the agency, making state registration: Committee for Management of Municipal Property of the Administration of Nizhny Novgorod
Data on registration of legal entity:

Main state registration number of legal entity: 1025202265571
Date of registration: 03.10.2002
Name of the registering agency: Inspectorate of MNS of Russia for Avtozavodsky District of Nizhny Novgorod

1.3 Data on organizations, keeping records of title to issued securities of the issuer

Person, keeping register of owners of registered securities of issuer: registrar
Data on registrar

Full trade name: Open Joint Stock Company "Interregional Registration Center"
Abbreviated trade name: ОАО "MRC"
Place of business: Podsosensky per. 26, str. 2, Moscow 405062 Russian Federation
INN: 1901003859
OGRN: 1021900520883
Data on the license to act as keeper of register of securities owners

Number: 10-000-1-00274
Date of issue: 24.12.2002
Date of expiry:

Perpetual
Name of agency, issuing the license: FCSM (FFMS) of Russia
Date, since which the registrar has been keeping the register of owners of the issuer's securities: 09.02.2005
1.4. Data on the auditor (auditors) of the issuer

Full trade name: Limited Liability Company "Rosexpertiza"
Abbreviated trade name: ООО "Rosexpertiza"
Place of business: Mashi Poryvayevoi st. 11, Moscow 107078
INN: 7708000473
OGRN: 1027739273946
Telephone: (495) 721-3883
Fax: (495) 721-3894
E-mail address: Finance Ministry of the Russian Federation
Data on the license to perform auditing activity

Name of the agency, issuing the license: Finance Ministry of the Russian Federation
Number: Е 000977
Date of issue: 25.06.2002
Date of expiry: 25.06.2012
2. Position of the joint stock company in the industry

GAZ Group is one of the largest Russian automobile companies. GAZ Group product line includes light commercial vehicles, passenger cars and trucks, buses, road construction equipment, gasoline and diesel engines and transmissions, Tier1, Tier 2 and Tier 3 automotive components and spare parts. 
GAZ Group consists of six divisions. Every Division has its own management structure, manufacturing facilities and sales and distribution network.  Seventeen manufacturing facilities (plants) of GAZ Group are located in ten different regions of the Russian Federation.
OJSC GAZ is the parent company and center of consolidation of GAZ Group financial results. The General Meeting of Shareholders is the Supreme Government Body of OJSC GAZ.  The Management Company is the executive body of OJSC GAZ.  Its chief executive – the President – is appointed by decision of the Board of Directors of OJSC GAZ. OJSC Russian Machines is the principal shareholder of OJSC GAZ.


Light Commercial Vehicles and Passenger Car Division 

· LLC GAZ Automobile Plant (production of commercial vehicles and cars);

Bus Division

· LLC Pavlovo Bus Plant (PAZ);

· LLC Likino Bus Plant (LiAZ);

· OJSC Golitsyno Bus Plant (GolAZ);

· LLC Kurgan Bus Plant (KAVZ);

· OJSC Kanash Auto Components Plant (KAAZ).

Truck Division

· OJSC Ural Automobile Plant (Ural AZ);

· OJSC Saransk Automobile Plant (SAZ). 

Construction Equipment Division

· OJSC Tver Excavator;

· OJSC Bryansk Arsenal;

· CJSC Chelyabinsk Road Construction Machines;

· OJSC Zavolzhsk Crawler Tractor Plant. 

Power Train Division

· OJSC Autodiesel (YaMZ);

· OJSC Ulyanovsk Motor Plant (UMZ);

· LLC Nizhny Novgorod Motors;

· OJSC Yaroslavl Diesel Equipment Plant (YaZDA);

· OJSC Yaroslavl Fuel Equipment Plant (YaZTA).

Automobile Components Division

· OJSC GAZ (automobile components).

· LLC Dies and Molds Plant

2.1. Group’s mission and strategy
The Mission of GAZ Group is to create a long term shareholders value through:  
· Commercial vehicles production, manufacturing high-quality products for affordable prices, easy to service and repair with the low cost and accessible spare parts.

· Optimization of the product portfolio through M&A and partnerships with OEMs and suppliers to create a clear synergy for distinct products lines and businesses. 
· Update of products/technologies/management processes to retain and gain additional market share

· Improvement of the employees’ living standard and social climate in all regions of operations.
To achieve strategic goals the company is constantly working on:

· Products/ manufacturing capabilities development
· Lean production system implementation in all plants of the Group
· Product quality improvement
· Active sales and after sales service for our customers to retain the market share.
In 2009 GAZ Group implemented the “anti-crisis” program to improve business efficiency and achieve “break-even” operations:
These actions are distributed in three main areas:

1 Cost reductions:

· Manufacturing cost reduction;

· Working capital reduction;

· Purchased materials price reduction;

· Facilities consolidation and reduction;

· Personnel cost optimization;

· Loan restructuring with the principal payment deferral and interest reduction 

· Account payable discounting and deferral  and account receivable reduction and speedy resolution
2 Increase in sales:

· incentives for commercial sales;

· development of export sales;

· increase in sales of spare parts and services;

· development of financial instruments (leasing);

· Developing governmental sales and local budget-funded procurement.

3 Development of the product portfolio:

· development and manufacturing of low-cost products; 

· reduction in the number of product configurations;

· production of high-margin products;

· finding external financing of new projects;

· investing in key projects only.

This program will allow GAZ Group:

· to complete 2010 without operating losses;

· to establish a positive cash flow for settlements with creditors and reduce the loan portfolio;

· to bring new products to market and create an advanced product line-up for 2013–2015;

· to minimize costs at all production facilities and optimize the management structure. 

2.2. Organizational structure

The Group’s organizational structure encompasses a number of enterprises, engaged in manufacturing processes and supporting them. 
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· Here and below, the structure indicates the equity share in the company belonging to OAO GAZ.
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2.3. Main events of 2009 

January
In 2009 GAZ Group started installing Ulyanovsk Motor Plant engines on light commercial vehicles 

In order to improve the GAZ products performance characteristics and to boost the demand, GAZ Group decided to equip the GAZelle and Sobol vehicles with UMZ engines. 

This decision is in full conformity with GAZ Group strategy to satisfy the requirements of its companies with in-house powertrains for better management of product cost. The UMZ engine has a number of advantages confirmed in the process of their trial operation in 2008 including an LPG version for using cheaper petroleum gas without losing horse power and ensuring higher rpm at lower speed which improves maneuverability of the vehicle in heavy city traffic. The engine was considerably upgraded to improve its consumer characteristics. “GAZ Group has made the right step in the current situation which will bring benefits for the manufacturer, customers and employees”, - says S. Morozov, Governor of the Ulyanovsk Region. 

GAZ Group shipped its Ural trucks to be used for construction of the petroleum pipe-line Eastern Siberia - Pacific Ocean 

Ural, the heavy truck manufacturer within GAZ Group, signed a contract with Transneft to ship its Ural trucks to the construction sites of the petroleum pipe-line Eastern Siberia - Pacific Ocean. The plant has been delivering trucks for this project for three years in a row. In this project Ural trucks are used in the most severe climatic and road conditions, in which only Urals trucks are able to operate due to their high off-road capability and being able to withstand considerable temperature differences (for example, in winter the air temperature in this region reaches 54 below zero).   . 

February
GAZ Group companies launched the federal program of anticipatory training to ensure employment during recession in the labor market 
In February, GAZ Group companies launched the federal program of anticipatory training to ease the stressful situation in the labor market. This program which has become a real alternative to termination provides for training the employees who are not directly involved in production to master new specialties or to improve their qualification level. During these training courses, the employees continue to be on the regular payroll receiving all the social privileges stipulated by the labor contract. YaMZ and YaZDA were the first plants in Russia to implement this program. In March, it was followed by NN site. The training is carried out by the GAZ Group Company University in 55 licensed trades. 

March
A new quality management system was introduced in the LCV Division  

A new quality management system was introduced in the LCV Division that was previously implemented in the PC Division together with the global OEM’s. It ensures better quality, reliability and safety of all the GAZ LCV product range. This system includes control of every vehicle conformity to technical specifications during the entire production cycle (welding, painting, assembly). It was built into the production process of GAZelle Business with improved performance characteristics.

April
 GAZ Group restructured 80% of bonds
GAZ Group and Raiffeisenbank, its restructuring organizer and adviser, reached an agreement with the owners of 80% of the GAZ-finance bonds for the total amount of RUR 3.85 B. Based on the signed contracts, the issuer proportionally bought out 10% of bonds from the investors who agreed with the restructuring conditions. The rest of the bonds are being bought out by OJSC GAZ in accordance with the approved schedule. 15% were bought out in December 2009 and 10% - in March 2010.

GAZ Group signed a cooperation agreement with Rosselkhozbank 

GAZ Group and Rosselkhozbank signed a long-term cooperation agreement on crediting the agricultural organizations and the rural population for purchasing the GAZ vehicles. Special campaigns of credit rate compensation and trade-in were launched in the framework of the cooperation.

GAZ Group signed a social and economics partnership agreement with the Chechen Republic

The first dealer center selling the specialty vehicles, buses and trucks of GAZ Group was opened in Grozny. Mr. Kadyrov, President of the Chechen Republic, took part in the opening ceremony. A social and economics partnership agreement was signed between GAZ Group and the Chechen Republic. “There have been a lot of construction, infrastructure recovery, reconstruction of social facilities and housing in the Chechen Republic for the last 2 years. The GAZ dealer center will contribute to the development of the Chechen Republic. The GAZ vehicles are perfect for our environment and have the optimal price/quality ratio”, - said Mr. Kadyrov. 
 
GAZ Group extended the PAZ-3204 product mix
PAZ started production of two new modifications of the PAZ-3204 bus: long-base PAZ-320412 bus and PAZ-3204-70 school bus. The PAZ-320412 bus has an extended base and may be used for city and suburban routes. The PAZ-320470 school bus is designed for children transportation and is in full conformity with the GOST R 51160-98 “Buses for children transportation” standard. The new modifications are easy to operate and maintain, they are very reliable on bad roads due to their spring suspension, and comfortable for the passengers and driver.
May
Sberbank and GAZ Group launched a joint credit program for passenger cars and LCV’s 

Sberbank and GAZ Group launched a joint credit program for passenger cars and LCV’s. It was launched in all the dealer centers and bank branches and is valid for the GAZ-branded passenger cars and LCV’s. The manufacturer’s subsidies and the bank’s interest rates allow the customers to considerably reduce their expenses for purchasing the GAZ vehicles. Within the framework of the program of credit and finance tools aimed at activating the demand in the commercial vehicle market in 2009, GAZ Group concluded agreements with a number of partners: Rosselkhozbank, Carcade Leasing, Europlan Autoleasing Company, VEB-leasing and others.

July
GAZ NN site started working full week
GAZ NN site resumed the 5-day working week. The site had worked the 3-day week since January 2009 in order to achieve stability under the production volume reduction due to the dramatic market drop. The GAZ Group management decided to resume the 5-day working week in order to provide the workers with the salary of the pre-crisis level while the management income remains reduced.
15th Anniversary of GAZelle 
In July 2009, it was 15 years from the start of serial production of the GAZelle light-duty LCV’s. The modern GAZelle is a basically new vehicle. The product has been continuously improved: over 26,000 design changes were introduced into the vehicle in order to improve its reliability, safety and efficiency in accordance with the national and international standards. The GAZ light-duty vehicles have always been leading the Russian LCV segment keeping over 50% of market share. The annual sales of GAZelle are 10-20 times higher than those of the competition. Over 1,600,000 GAZelle vehicles in different modifications have been produced since the SOP.
Bo Andersson, Ex-Vice-president of GM, was appointed President of the GAZ Group and elected Chairman of the OJSC GAZ Board of Directors 
In July, the extraordinary meeting of the OJSC GAZ shareholders approved the new line-up of the Board of Directors. Bo Andersson, Ex-Vice-president of GM, was elected Chairman of the OJSC GAZ Board of Directors and appointed President of the GAZ Group with the authorities of CEO. The unique experience gained by Bo Andersson in the leading positions of the major global automotive company helps to increase the quality standards, management performance and develop the new GAZ strategy in order to ensure competitiveness of the Company in the longer term. “Our objective is not only to survive the crisis but also to overcome it with new products and higher quality. Mr. Andersson will be responsible for implementation of this strategy as well as for the current operations of the Company”, - said O. Deripaska at the meeting with the GAZ Group management with participation of Bo Andersson.

The Government Committee approved provision of the state guarantees for the amount of RUR 20 B to the GAZ Group
At the Government Committee for Economics Stability Improvement, chaired by I. Shuvalov, First Vice-prime-minister, the results of the GAZ Group anti-crisis program were presented and the decision was taken to provide the state guarantees for the credit banks for the amount of RUR 20 B for the purposes of credit portfolio restructuring. Thanks to the anti-crisis program efficiency, the GAZ Group completed restructuring its debts to the banks for the amount of RUR 39.3 B in 2010. Credit contracts were signed with the banks for 5 years with the 2 year principal debt repayment extension and the 6 month interest payment extension. 
 GAZ Group signed a cooperation agreement with GTLK 
GAZ Group and GTLK signed a cooperation agreement on leasing to provide modern multi-functional hi-tech GAZ road-construction machines for road construction, repair and maintenance to the transport organizations of the Russian Federation. GAZ Group prepared a complex offer that includes not only supply of the entire GAZ SV model range but also the complete range of maintenance services in the Company’s dealer centers.

August
GAZelle was declared the most successful vehicle of the year 
In the framework of the automotive international exhibition Interauto held in Moscow, the Avtoperevozchik magazine declared GAZelle the most successful vehicle of 2009. GAZ, Ural, LIAZ and Avtodiesel vehicles were presented at the exhibition. The main concept of GAZ Group was increased environmental safety and reduced cost of ownership which was represented by the electromotive vehicle and the LPG version of GAZelle. The ecological concept also included the hybrid LIAZ low-floor bus. Besides, Valdai Refrigerator vehicle, Ural passenger truck, Ural on-road tipper and YaMZ-5342 4-cylinder Euro-4 engine were presented there.

GAZ Group and Gasprom agreed to cooperate  
GAZ Group and Gasprom signed an agreement on cooperation. This agreement stipulates conclusion of contracts for shipping GAZ products to satisfy the needs of Gasprom as well as for their technical maintenance further on.

Serial production was launched of the low-cost affordable vehicle GAZelle Economy designed for small business and farmers  

GAZelle Economy is a niche product made by GAZ in the crisis of 2009. This socially oriented project was designed to provide affordable vehicles to private entrepreneurs, small businesses and farmers who found themselves in a very hard financial situation. 

September
GAZ Group unveiled Ural trucks at specialized auto shows 

In September, the Ural plant of GAZ Group took part in a number of specialized shows. The trucks for the oil research industry were presented at the exhibition Surgut Oil and Gas-2009.   FWD and road trucks, as well as specialty vehicles built on their platforms, were shown at the traditional annual exhibition Tyumen Oil and Gas-2009. Fuel and energy Complex and at the show presentation in Kazakhstan.

October
GAZ Group presented the products of its five plants at the Russia United-2009 Forum 
GAZ Group participated in the  XIV International scientific-industrial forum Russia United-2009 held in Nizhny Novgorod presenting the products made by the Gorky Automobile Plant, Briansky Arsenal, Tver Excavator, Ural and PAZ.

Yaroslavl Avtodiesel has completed the restructuring of the main assembly line 
Within the anti-crisis program, providing for restructuring of production sites in order to cut the fixed costs,  Avtodiesel has completed the restructuring of the main assembly line. The length of the line was cut by 34 meters reducing the assembly lead time by 27 minutes, increasing labor efficiency. The storage area for components has been reduced by 30% with optimizing the transportation of the components to the line.
Yaroslavle Avtodiesel signed an agreement with VEB on funding the innovation project of the new engine family YaMZ-530 
Yaroslavle Avtodiesel signed a loan agreement with VEB on funding the innovation project of the new engine family YaMZ-530 . Under this project, in 2010, for the first time in the last 30 years, they will build a plant to manufacture medium duty in-line diesel engines meeting international quality standards.

Schoolchildren in Yaroslavle got 2500 computers sponsored by GAZ Group 
The Yaroslavle Region Government, GAZ Group and the Volnoe Delo Charity Fund signed a Memorandum in Yaroslavle on cooperation in the Computer for schoolchild Project initiated by O. Deripaska. The Fund supplied 2500 laptops to eight schools in Yaroslavle with the system support from GAZ Group. The objective of the project is to ensure equal access to modern IT technologies in education  .

G. Gref, Sberbank Chairman and President, visits the Gorky Automobile Plant 

G. Gref, Sberbank Chairman, visited the Gorky Automobile. He had discussions with the GAZ Group management on measures to stimulate the customer demand for the GAZ Group products under joint credit programs developed by Sberbank and GAZ Group together. Both the companies are trying to be more actively implementing this kind of programs within the territory of the Russian Federation and in the first place making the credits more available for the customers of GAZ Group products.   
 November
GAZ started working 6 days per week   

In view of the growing sales, GAZ Group LCV started working 6 days per week in November and December 2009. This helped to raise the workers’ wages versus before the crisis times. In October 2009, the average salary at the GAZ Group Nizhny Novgorod Site RUR 18,8 K, 20% higher than in January 2009, when GAZ was working with a shorter working week having low production volumes. In November 2009, the average salary grew up to RUR 19,5 K.

URAL came to an agreement with the RF Ministry of Defense on keeping the order for 2010 in full volumes 
URAL came to an agreement with the RF Ministry of Defense on renewal of the contract signed earlier for shipping their products in 2010. The Ural trucks confirmed their indispensability for the RF armed forces thanks to their unique advantages, including high off-road capabilities, high level of the protection for the crew in combat environment, easiness of maintenance and repairs and pricing versus the other national manufacturers.

December
Avtodiesel has completed upgrading its waste water reclamation plants 

Avtodiesel has completed upgrading its waste water reclamation plants that was started in 2006 with the total investments of RUR 42 M.
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GAZ delivered an ambulance vehicle to the doctors who helped to save the passengers of the Nevsky Express train  

The GAZ representatives delivered an ambulance vehicle to the ambulance station in Bologoe, Tver Region, as a gesture of gratitude for the high professionalism and total dedication of the doctors who helped to save the passengers of the Nevsky Express train. Those doctors who were present at the ceremony emphasized the urgent need Bologoe has for FWD ambulance vehicles that will meet all the requirements of the hospitals and can be relied upon under the Russian road and climatic conditions.
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Designers of GAZ Group Bus Division were awarded by the RF Government for development of buses  

The designer team of GAZ Group Bus Division plants won the RF Government prize in science and technology. Medals and diplomas from the Government were handed out by V. Fridlandov, RF Deputy Minister of education and science.

GAZ Group UMZ won the regional contest 2009 Best Employer 
UMZ was awarded for its HR policy as the 2009 Best Employer in the employment market of the Ulyanovsk Region.
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Russian Sberbank and GAZ Group presented memorial silver coins dedicated to the GAZ models  
Under a joint project between Russian Sberbank and GAZ Group, the New Zealand Mint issued a series of coins made from precious metals dedicated to GAZ models. The coins bear imprints of GAZ legends, including GAZ M-1, GAZ M-13 «Chaika», GAZ M-20 «Pobeda» and GAZ-21 «Volga».

Bryansky Arsenal of GAZ Group gets the award Golden Chariot
M. Sinigin, Managing Director of Bryansky Arsenal, became the laureate of the National public award Golden Chariot granted by the Russian transportation industry, in the nomination the Best manager in Russian transportation industry.

GAZ Group and Severstal determined the main spheres for their cooperation in 2010 
Within the framework of its anti-crisis program in 2009, GAZ Group agreed to restructure its debts with all the major suppliers including Severstal Holding, a key supplier of sheet metal to GAZ Group companies. GAZ Group and Severstal discussed their cooperation for 2010 at the Coordination Committee held in Nizhny Novgorod including supplies of higher strength steel to be used for GAZelle Business, a new LCV product with improved performance characteristics.
3. COMPANY'S PRIORITY AREAS OF ACTIVITY AND DEVELOPMENT PROSPECTS 

3.1. LIGHT COMMERCIAL VEHICLES AND PASSENGER CAR DIVISION
3.1.1 Market characteristics and GAZ Group's position based on 2009 results

Commercial vehicles market

	Structure of Medium LCV 12М08 Market
	 Structure of Medium LCV 12М09 Market

	
[image: image6.emf]48,9%

20,5%

12,6%

5,7%

11,1%

1,2%

GAZ  UAZ

JV Fiat

Import new Import used


	
[image: image7.emf]51,4%

8,6%

20,5%

4,9%

5,2%

9,5%

GAZ  UAZ

JV Fiat

Import new Import used




Based on the results of 12 months of 2009, LCV market shrank 62% year-on-year. The market of new imported vehicles dropped 82,3%, JVs' sales volumes went down 67,4%, import of used foreign makes fell 84,1%. 
Based on the results of 12 months of 2009 sales of GAZ commercial vehicles totaled 44 456 units (-60,1% y-o-y), GAZ' share in the market segment amounted to 51,4% (48,9 in 2008).

Medium-duty trucks
	Structure of MCV 12М08 Market
	Structure of MCV 12М09 Market
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Based on the results of 12 months 2009 the market of MCV 6.0-10 t shrank 68% year-on-year. Reduction in GAZ vehicles sales in the segment amounted to 56.5%. The volume of sales of new imported trucks went down 87.2%; JVs' sales dropped 77.9%. The market of used trucks fell 78.6%. 

Based on the results of 12 months 2009 7 896 GAZ MCVs were sold, the share in the segment was 71.2% (52.4 in 2008).

3.1.2 Main lines of sales based on 2009 results. Sales structure in 2009
· Sales of GAZ vehicles by lines.

	
	Russia, own sales and service network
	Russia, fleet sales
	CIS
	Non-CIS
	TOTAL

	LCV
	40 567
	3 889
	8 942
	199
	53 597

	MCV
	6 407
	1 489
	2 370
	389
	10 655

	Total
	46 974
	5 378
	11 312
	588
	64 252


· Sales of GAZ vehicles by groups
	
	RF 
	CIS
	Non-CIS
	TOTAL

	CC
	23,102
	5,635
	0,109
	28,846

	FMV
	8,214
	1,815
	0,06
	10,089

	Bus
	11,043
	1,492
	0,03
	12,565

	Maxus
	2,097
	0
	0
	2,097

	MCV
	6,534
	1,834
	0,389
	8,757

	Valdai
	1,362
	0,536
	0
	1,898
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3.1.3 Changes in model range in 2009

In 2009 a new version of GAZelle LCV was launched to the market: a simplified configuration GAZelle-Econom priced at RUR 277.7 thousand, designed for rural customers; 684 vehicles were sold between July and December 2009.
In 2009 the product introduction of a new modern GAZelle BUSINESS with improved consumer properties was being developed. This product has a truly new level of quality, reliability, safety, comfort and a lower cost of ownership. More than 20 constructive and 130 product-engineering changes were implemented during GAZelle BUSINESS development. A serious contribution on improvement of LCV production quality standards in 2009 gained as a result of cooperation with leading international car manufacturers preceded the creation of a new GAZelle.

The product line-up is represented by numerous modifications of the base models of GAZelle, Sobol and Maxus families, as well as by GAZ-3307, GAZ-3308, GAZ-3309 and Valdai medium-duty trucks:

· GAZ-3302 (GAZelle chassis cab, dropside);

· GAZ-2705 (GAZelle full-metal van, combi);

· GAZ-3221 (GAZelle minibus);

· GAZ-2310 (Sobol chassis cab, dropside);

· GAZ-2752 (Sobol full-metal van);

· GAZ-2217 (Sobol minibus);

· Maxus (chassis cab, full-metal van, combi, minibus);

· GAZ-3308; GAZ-3308; GAZ-3309;

· GAZ-3310 Valdai.

3.1.4 Main achievements in 2009
· Development and launch into production of an upgraded GAZelle-BUSINESS with improved consumer characteristics. Operational testing by potential customers proved the objectivity of improvements. Active preparation for market launch in 2010.
· Retention of GAZ market share:
· LCV segment – 51.4 % (48.9% in 2008)

· MCV segment – 71.2 % (52.4% in 2008).
· Key product GAZelle remained the most competitive on the market – market share in 2009 – 49% (versus 48% in 2008). Sales in 2009 – 42,400 units.
· New regional warehouses were opened in the RF constituent entities (9 warehouses and 5 additional storage areas).
· In the area of stock control the car stock was reduced from 19,100 units (4.75 months) at the beginning of 2009 to 9,300 units (1.65 months) at the end of 2009.

· Supplies to:
· security agencies, federal bodies, state-owned enterprises (Ministry of Internal Affairs, Federal Security Service, Emergencies Ministry, FDCS, Federal Bailiff Service, Federal Custom Service, Ministry of Health, Russian Post, Rosobrazovanie, Risagroleasing, Rosleskhoz, etc.) – in a total amount of RUR 1,833.1 mln. (incl. VPK – RUR 933 mln.);

· commercial enterprises (OJSC Gazpromregiongaz, GC SNS, GC Megapolis, Sibirskiy Agrarniy Holding, Sberbank RF/Rosinkas, OJSC AK Transneft, OJSC Rostelekom, OJSC Lukoil, GC Basel, etc.) – in a total amount of RUR 1,020.2 mln.

· Entering into contracts with new partners and delivery of vehicles and spare parts to Laos and Vietnam.

· Entering into contracts with new partners in Serbia, Lithuania, Czech Republic.

· Entering into a contract to supply vehicles to Turkey (1 lot - 150 units).
· Partner found to supply medium-duty trucks to African countries on UN tenders.

· Vehicles contracting ensured at the expense of Cuban defense ministry budget ($ 152 mln).
· Entering into a contract to supply 5,000 Sobol vehicles to Iran. Contract execution is included into the intergovernmental agreement for 2010.
· Financial instruments

RF: “During 2009 GAZ Group entered into contracts with major banks and leasing companies in the territory of the RF with the aim to cooperate within the frameworks of development and realization of the brand-name financial programs (credit, leasing and insurance). Brand-name programs with the Company’s financial partners were launched:

· April – with LLC Rusfinans Bank, LLC Element Leasing;

· May – OJSC Sberbank of Russia (for individuals);

· June – CJSC Systema Leasing 24;

· July – OJSC Sberbak of Russia (for legal entities);

· September – LLC Karkade, CJSC Europlan;

· October – LLC Altay-Leasing;

· December – OJSIC Ingosstarkh”.
The brand-name programs allow offering the more favorable terms for buying a car to the clients: 
· credit programs – compensation of the general debt part to the end buyer and interest accrual (at the cost of marketing rate offer);

· leasing programs – compensation of appreciation rate to the lessee by the automobile leasing.

· insurance programs – compensation of the KASKO policy price or offering of the lower insurance rate to the end buyers.

Within the brand-name programs the automobile sales totaled RUR 922.1 mln. in 2009:
Within OJSIC Ingosstrakh a pilot project on the brand-name insurance program was launched.

Implementation of the efficient brand-name financial programs increased GAZ sales through financial instruments from 5% at the beginning of 2009 to 20% in the second half of the year from total sales. 

CIS: To build cooperation within the framework of development and implementation of the brand-name programs on the CIS market, GAZ Group entered into agreements with the leasing companies in the Republic of Belarus (PT CJSC BelGAZavtoservis, JLLC Intellekt Leasing, LLC Otkritaya liniya) and Republic of Kazakhstan (LLP Virazh Leasing).
· New sales instruments
Trade-in: Based on the results of the pilot project implementation in the first quarter 2009 GAZ Group completed the development and started implementation of trade-in service for GAZ vehicles in GAZ dealerships.

At the end of the year 61 GAZ dealerships offer the trade-in service (60% of GAZ dealer network).

Financial support for dealers was introduced through delay of payments in new car sales within the brand-name trade-in program.
3.1.5. Main lines of development for 2010
· Aggressive positioning and promotion of GAZelle BUSINESS on the RF and CIS markets. Attraction of the customer attention to the new product.

· Model line-up development through commissioning and market launch of the current models with new power train types and brands.

· Volume of GAZ vehicle sales on the Russian market 50 thousand LCVs and 10 thousand MCVs.

· Planned volume of GAZ vehicle sales on the CIS market 10 thousand LCVs, 3 thousand MCVs. 

· Retention of GAZ market share:
· LCV segment – at least 50 % (51.4% in 2009)

· MCV segment – at least 60 % (for reference 52.4% in 2008 before crisis).
· Building up GAZ share in the regions where the share as per 2009 results was lower than Russia-average.

· Yield increase through reduction of production costs, operating cost optimization and production expansion.
· Increasing the percentage of sales using financing tools to 30% of total sales.

· Development and introduction of brand-name financing tools in the CIS countries (Kazakhstan, Ukraine, Armenia, Azerbaijan).

· Implementation of the brand-name insurance program in the RF.
· Partner search and conclusion of new contracts to supply Sadko vehicles and spare parts to Mali, Egypt, Italy, Senegal. Vehicles and spare parts supplies under the concluded contracts to Syria, East European Countries, and Asia. 
· New sales instruments
Trade-in: Development and implementation of the brand-name trade-in service for GAZ vehicles in GAZ dealerships. Increase of the number of dealers offering the trade-in service to 90% of the dealer network.
3.2. BUS DIVISION 

3.2.1 Market characteristics and GAZ Group's position based on 2009 results

In 2009 the market of buses dropped 42% in absolute terms, financial capacity of the market fell 40%.

GAZ Group Bus Division is Russia's market leader and year after year has demonstrated stable sales growth at a rate of 12-14% in absolute terms and 25-35% in monetary terms. 2008 and 2009 saw a reduction in sales volumes against the backdrop of an overall depression of bus market in Russia. Meanwhile, Bus Division's share of the Russian market has grown and remains the largest both in absolute (77%) and in monetary terms (55%).

Structure of Russia's bus market in 2009
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Source: GAZ Group estimate

3.2.1.1 Small class

The segment of small buses in Russia fell 39% versus 2008 in absolute terms, while the reduction in monetary terms amounted to 35%. 

The sharp reduction in the volume of small buses in 2009 was driven by reduction in the import of China-made buses and of Bogdan buses from Ukraine. Foreign manufacturers show a slump in sales by 80% in absolute terms. 

Shipment of small buses to dealers in 2009 amounted to 4801 units, sales to the end users - 4965 units. Overall sales totaled 6169 units.
The Division continues to lead in the segment. In 2009 Division's share of the segment grew to 89%, which is 7% more than in 2008 (82%).

3.2.1.2 Medium class

The segment of medium class buses in Russia shrank 36% in absolute terms versus 2008, while the decrease in monetary terms amounted to 34%. Sales in the segment of medium-class buses demonstrated positive dynamics at the rate of 25-30% per year. The stable positive dynamic of the segment was driven by the old age of medium buses in the Russian fleet and interest to the product both from municipal and commercial transportation enterprises. In 2009 the drop in sales in the medium buses segment was less than in the other classes.

The reduction in the sales of foreign-made buses was mostly on account of Chinese products, sales of Chinese-made buses fell by more than 80% compared with 2008. 

Shipment of medium-class buses to dealers in 2009 amounted to 1428 units, the volume of sales ot end users – 1495 units. Overall sales totaled 1806 units.
Under the market decline conditions the Division is maintaining leadership positions on the market. Division's share in the segment in 2009 grew to 89.6% which is 8% more than in 2008.
3.2.1.3 Large and extra large class
In market positioning large and extra large city buses occupy the same niche in terms of customer segment, the mechanism of decision making and purchase, funding and operation. Redistribution of demand between large and extra-large buses is driven exclusively with the formation customers’ fleet based on the parameters of route network, Bus Division employs a flexible approach to forming own production plans based on the market situation and demand structure. In 2009 there was a drop in sales of buses in the segment of large buses by 36%, in the segment of extra-large buses by 42%.

Total sales on the Russian market in the segment of city/local buses of large and extra-large classes went down 41% versus 2008. The sales in the segment were mostly driven by the state program of support to the regions (main customers – municipal passenger transportation enterprises). 

Compared to 2008 the sales of imported buses dropped 46%. Sales by other Russian manufacturers fell 30%.

Bus Division's share in the segment amounted to 47% which is 2% below 2008 (49%). The volume of the Division's sales to end users totaled 1,156 units.

3.2.1.4 Inter-city and tourist coaches

The segment of long-range coaches suffered the greatest slump compared to the other segments of the market – 68% with an overall market drop of 42%. This is explained by a significant reduction of import that made up a major part of sales in the segment until 2008. Sales of foreign-made buses in absolute terms in 2009 decreased by 80% compared to 2008. 
Overall in 2009 183 coaches of intercity and tourist class were shipped – a fall by 45%. 120 units were shipped to dealers, 113 units were sold to end users. 
The Division's share in the segment went up 10% to 24%.

3.2.2 Main lines of sales based on 2009 results. Sales structure in 2009

Russian is the main sales market for the Division. In 2009 markets of CIS countries traditionally remained the main areas of export sales, primarily Kazakhstan and Ukraine. Along with developing sales in the CIS the Division is planning a pro-active entry to the markets of Eastern Europe (Romania, Bulgaria and others) with modern products complying with Euro-4 and Euro-5 standards, and also with new products in the segment of low-floor articulated trolley-buses. 

3.2.3 Changes in the model range in 2009

3.2.3.1 Small class

The following buses formed the foundation of Bus Division's model range in 2009 on the Russian market in the small class:

· PAZ-32053/54, 

· PAZ-3204, as well as 

· PAZ-3237. city low-floor bus 

Also represented in the segment are special buses PAZ-3205 "School bus" and all-wheel-drive PAZ-3206.

3.2.3.2 Medium class

· In the medium-class segment most of the Division's sales were made of: 

· КАVZ-4230 "Aurora" in local and inter-city configuration;

· PAZ-4234;

· КАVZ-4239 – medium-class city bus;

· КАVZ-4238 – medium-class inter-city bus.

3.2.3.3 Large and extra-large class

Bus Division's main sellers in the segment were:

· LiAZ-5256 and its modifications

· LiAZ-6212 extra-large articulated city bus

· LiAZ-5292 – low-floor city bus;

· LiAZ-6213 – articulated low-floor city bus

· LiAZ-5293 – bus with lowered access step at the front and middle passenger doors; 

· Trolley-buses based on bodies of LiAZ buses.

3.2.3.4 Inter-city and tourist coaches

The model range of Bus Division's inter-city and tourist coaches comprises:

· GolAZ-52911 "Cruise" – tourist coach on Scania and Hyundai chassis;

· LiAZ-GolAZ-5256

3.2.4 Main achievements in 2009
1. Implementation of Division anti-crisis program: reduction of production cost, cooperation with suppliers and creditors, Division enterprises restructuring, reduction of personnel costs.

Results: cutting of management costs (12 months of 2008 – RUR 1,518 mln., 12 months of 2009 – RUR 962 mln.); commercial costs (12 months of 2008 – RUR 691 mln., 12 months of 2009 – RUR 415 mln.); fixed general costs (12 months of 2008 – RUR 1,438 mln., 12 month of 2009 – RUR 865 mln.)
2. Supply of buses as part of “State Support Program of Motor Vehicle Fleet Renovation on Condition of RF Constituent Entities Co-Financing – 2009”.
Results: 3,768 buses were sold as part of the Program to the amount of RUR 6.95 bln.

3. Market launch of a small-class PAZ-3204 bus with improved consumer characteristics.

Results: creation of production facilities with 1,500 buses per year capacity, serial production launch. 440 PAZ-3204 buses were sold (various modifications) to the amount of RUR 443,637 VAT not included.

4. Development and reconstruction of the paint facility of LLC Pavlovo Bus.
Results: installation of Eisenmann paint line. The capabilities of the paint facility were increased from 10,000 to 15,000 bodies per year; lacquer coating guarantee was increased from 3 to 7 years, payments for the negative impact on the environment were decreased from RUR 1,926,000 in 2008 to RUR 755,600 in 2009.

5. R&D on adaptation of MAN Euro-6 gas-powered engine to LiAZ-5292 city low-floor bus.
Results: creation of a prototype of LiAZ-5292 low-floor city bus with MAN Е0836LOH01 Euro-6 gas-powered engine; test are being conducted in Germany.

6. Implementation of Euro-4 environmental standards for LiAZ-5292/6213 buses.

Results: creation of a trial models of LiAZ-5292 low-floor city bus with MAN Euro-4 engine.
3.2.5. Main lines of development for 2010

1. Supply of buses as part of “State Support Program of Motor Vehicle Fleet Renovation on Condition of RF Constituent Entities Co-Financing – 2009”.

Result to be expected: target revenue – RUR 3.5 bln.

2. Development and implementation of the export sales program.

Result to be expected: target revenue – RUR 0.5 bln.

3. Restructuring of Division’s enterprises, incl. production facilities restructuring, interplant cooperation, preservation of the off-line facilities and different-purpose sites.
Results to be expected: target saving of the nominally fixed costs – RUR 35 mln.
4. Implementation of Euro-4 environmental standards for PAZ-3205, PAZ-4234, PAZ-3204, LiAZ-5256/6212, LiAZ-5292/6213, KAVZ-4235 buses.
Results to be expected: R&D models creation, certification, staging.

5. Market launch of a large-capacity intercity GOLAZ-5251 coach.
Results to be expected: trial models creation, certification, preproduction, production of pilot batch of buses (10-30 units).

3.3. TRUCKS DIVISION

3.3.1 Market characteristics and GAZ Group's position based on 2009 results
Dynamics of the trucks market in Russia in 2009 were characterized by a sharp drop in sales vs. 2008. Due to the change in the overall economic situation the Russian market of trucks with GVW above 10 t in 2009 shrank 75% compare to 2008. Reduced volumes of bank lending and leasing programs in combination with reduction of activity in general consumer sectors resulted in a sharp decline of demand.

Sales volumes of trucks on Russian market in 2008 (GVW above 10 t), thousand units
[image: image12.png]39,71

\22763

P

13,407

EUMIOPT HoB. OVMIOpT Gy mYPAN mKAMAS mMAS m3WN

@/ 3D




Sales volumes of trucks on Russian market in 2009 (GVW above 10 t), thousand units
[image: image13.png]6627

EUMIOPT HoB. OVMIOpT Gy mYPAN mKAMAS mMAS m3WN




	Structure of Russia's domestic market of all-wheel-drive trucks, 2009
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The share of URAL trucks on Russia's domestic market of AWD trucks amounted to 41.6 %. 

In 2009 GAZ Group sold 222 road trucks to the Russian market. 

3.3.2 Main lines of sales based on 2009 results. Sales structure in 2009

Main lines of sales of Tucks Division products are Russian Federation government agencies, commercial market of Russia, countries of CIS and beyond.

	Lines of sales of Trucks Division products, 2009
	Sales of URAL AWD trucks to Russian commercial market by customers, 2009
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Source: GAZ Group data.


Main customers on the commercial market are the following sectors of economy: 

· oil and gas sector;

· timber industry;

· road maintenance services, housing and utility companies; 

· agriculture.

Main areas of export sales are foreign countries and CIS countries (Kazakhstan, Armenia, Turkmenistan), with which annual contracts are concluded as a rule. Average level of export sales is more than 1000 trucks per year. 

Exports of URAL AWD trucks in 2009:
· CIS – 256

· non-CIS countries - 527

3.3.3 Changes in the model range in 2009

· Truck Division's model range is represented by two vehicle families:

· all-wheel-drive trucks with 4х4, 6х6 and 8х8 wheel formula with various wheel base;

· non-all-wheel-drive trucks with 6х4, 8х4 wheel formula.
Development of the model range in 2009 advanced along the following lines:

· Development of AWD commercial trucks with a new look. Creation of production capacity for 2000 trucks;

· Non-AWD trucks of С-26 segment;

· New generation AWD commercial trucks of Е-27 segment (including Е-33);
· Project of creating a unified new generation medium- and heavy-payload platform.
3.3.4 Main achievements in 2009

Implementation of the complex Anti-Crisis Program by Truck Division in 2009 allowed to move to the break-even level (based on EBITDA) and achieve the following financial results in 2009:

· EBITDA in 2009 – RUR 489 mln;

· Implementation of the cost reduction program in amount of RUR 2.3 bln allowed to decrease:

· production variable costs per one car -15.8%
· fixed production costs – 25%

· commercial costs – 49%

· management costs – 49%.

· Implementation of Working Capital Reduction Project allowed to release RUR 1,919 mln. at the cost of:
· destocking – RUR 990 mln;

· reduction of operating accounts receivable – RUR 929 mln.

· Transition to new ERP INFOR LN information system for enterprise management;

· Retaining the volumes of state defense orders for 2010;

· Organization of production and start of sales of “Ural” AWD-vehicles with a new bonneted cab;

· Development of heavy class AWD-truck “Ural” (GVW 33 t).
3.3.5 Main lines of development for 2010
1. Further business efficiency improvement (EBITDA – RUR 1,500 mln. at the year-end) at the cost of:
- Cost reduction measures – RUR 766 mln.;

- Vehicle sales increase (at least 9,000 vehicles).

2. Acquisition of advance payments in amount of 80% of the State Defense Order from Ministry of Defense of the RF in the first quarter of 2010 for production liquidity improvement.

Despite the financial difficulties in 2009, the Division continued the development of new products and modernization of the existing ones, as a result new products were launched in 2010:
· Development, organization of production and market launch of new cab-over AWD Ural trucks;
· Development, organization of production and market launch of heavy-duty AWD Ural trucks (GVW 33 t);

· Implementation of the project on creation of a common platform for new-generation medium- and heavy-duty vehicles;

· Ensuring a share of sales to fleet customers (OAO Gazprom, OAO Surgutneftegaz, FSK, etc.) of at least  30% of sales on the commercial market;
· Organization of technical supervision of Ural trucks used by the Defense Ministry.

3.4. CONSTRUCTION EQUIPMENT DIVISION
3.4.1 Market characteristics and GAZ Group's position based on 2009 results
In 2009 Russia's market of construction equipment developed under the conditions of adaptation 

to the acute economic crisis.

According to expert estimates the market of road construction equipment fell 70% in 2009. The key negative factor was the lack of orders from road, commercial and civil construction companies. In the difficult situation construction companies focused on completing previously started developments, while freezing indefinitely the start of new ones. According to statistics capital investment in construction decreased 34% versus 2008. Such a slump in investment resulted not only in decline of demand and appropriate fall in production of construction equipment in Russia, but also in a sharp reduction of imports. Thus domestic producers got an opportunity to expand their shares of the Russian market, displacing the foreign competitors.

In 2009 the Division developed and successfully implemented an anti-crisis program, which enabled it to complete the year with the following results:

Motor graders became the leading segment for the Division in 2009, accounting for approximately 37% of total sales revenue. Production volume in 2009 was 541 units. Share of the Russian market amounted to 70%.

The segment of excavators became the second in importance – about 35% of total sales revenue. Production volume of both crawler and wheeled excavators shrank significantly compared to 2008 and totaled 431 units of machinery. The Division Share on the market of wheeled excavators was 65 %.
Front loaders brought the Division 6% of the revenue with the output at 103 units.

The volume of sales of the Division's main products in 2009 amounted to 1 452 units.
Construction Equipment Division's share of Russian CE market, 2009
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Source: GAZ Group estimates
3.4.2 Main lines of sales based on 2009 results. Sales structure in 2009

The Division supplies to numerous branches of industry, including road construction, oil and gas, construction sectors, housing and utilities and Russian Rail enterprises, Defense Ministry units, and also participates in government programs of the Ministry of Regional Development of Russia, OAO State Transport Leasing Company.

The Division sells its products directly and through the dealer network, comprising 23 dealers in Russia and 14 in CIS and non-CIS countries.

In 2009 the Division concentrated on sales of equipment on the territory of Russia.

In the third quarter of 2009 CE Division and its dealers won in more than 40 tenders held on the territory of Russia.
In 2009 the first specialized dealership for distribution of road construction equipment was opened in the Chechen Republic. In the new dealer center the equipment was displayed, sales volumes of which the Division plans to ramp up in 2010: front loaders, asphalt layers, excavators and motor graders.

2009 was also marked by pro-active cooperation of the Division with OAO State Transport Leasing Company that provides for the most beneficial conditions for procurement of road construction equipment. The program envisages modernization of the fleet of equipment subject to a down payment of 0 to 30% with a leasing term of 3 to 5 years.  

Starting from July 2009 specialized service centers for GAZ Group road construction equipment started operation in the cities of Tver, Kovrov, Bryansk, Zavolzhye, Chelyabinsk.

Through maintaining partnership relations with dealers in CIS countries the Division took active part and won in the bids for machinery deliveries. In 2009 most of such deliveries fell on Belarus, Kazakhstan and Uzbekistan.

In 2009 GAZ Group's Construction Equipment Division expanded its share of the Russian market and presence in each product segment, through flexible pricing policy, improving service maintenance and raising quality of products.

3.4.3 Changes in the model range in 2009
Construction Equipment Division currently produces the following types of road construction equipment:

· Wheeled and crawler excavators of dimension groups 2, 3 and 4 manufactured by ОАО TVEX;

· Motor graders of classes 100, 140, 180 and 250 manufactured by ОАО Bryansk Arsenal and ZАО ChSDM (the latter only class 250); 

· Front loaders of dimension groups 4-7 manufactured by ZАО ChSDM; 

· Other products (asphalt layers, forklifts, industry loaders, logging equipment).

3.4.4 Main achievements in 2009

· Improvement and extension of the model range:

· VP-05 forklift production was restarted;
· DZ-168 towed grader was developed and put into production;

· The line-up of excavators underwent substantial modernization (EK-20 excavator was put into serial production);

· KAMAZ chassis-mounted  excavator was developed and successfully tested;

· New V-140 loader was developed as replacement of the morally obsolete V-138.

· The program of production sites restructuring was implemented that enabled to cut down production cost while preserving the plants' profile. The restructuring program comprised compression of production sites, freeing up of unused spaces, rational arrangement of production processes and flows, efficient use of energy resources and utilized equipment. The work resulted in greatly optimized production space, streamlines production flows (for example, the total savings from implementing optimization program at OAO TVEX amounted to RUR 350 M) 

· In Chechen Republic a regional warehouse of service parts for the Division's products was established to cover the demand for high-quality components that allowed to reduce the down time of the equipment on account of prolonged repairs.
· A program of commercial maintenance was implemented at enterprises of Construction Equipment Division.  The program includes rebuilding of equipment at the plant with the use of certified assemblies and systems; also a trade-in program was launched as an incentive for purchasing Division's products.

· Trade-in program was implemented to increase the sales (construction equipment buyback).

· First machines were delivered, equipped with GLONASS satellite navigation system, enhancing management efficiency and reducing the costs of road maintenance companies through improving control over equipment utilization.

Key Investment Projects: 

· Modernization of mechanical machining, enhancement of modular production centers through use of modern flexible high-capacity equipment, built into modular production centers (OJSC TVEX).Machine pool modernized – quality of parts for excavators improved.

· Creation of modular cab production center with a closed production cycle with capacity up to 6000 cabs per year (production of modern standardized cabs for wheeled and crawler excavators created).

· Preproduction of ЕТ-26 (new high-tech equipment was introduced for machining, welding, cutting – FFDQ 250-00R/A8 2-stand processing center, which enabled production of ЕТ-26 type excavators with high quality and improved exterior). 
· Organization of production of modernized GS-18.05 motor grader and creation of GS-25 heavy motor grader .

· Organization of integrated production of hydraulic cylinders at OJSC TVEX (production capacity created for output of 140 units of hydraulic cylinders per day, the need eliminated to developed or expand similar production capacity at other Division's plants, product quality improved, customer features of products enhanced by improving maintainability of hydraulic cylinders, conditions created for putting into production flanged hydraulic cylinders).

3.4.5 Main lines of development for 2010

Division's main lines of development are:

· Improvement of product quality: creation of quality control system at Division's plants allowing for establishment of a defect rate assessment system at all main technological stages;

· Further optimization of product model range through putting out of production morally old models with no demand and offering the market more modern and efficient machines.

· Creation of new machines:

- Development of a new generation of crawler vehicles (ОАО ZZGT);

- Creation and launch into serial production of a skimmer excavator on truck chassis (ОАО TVEX);
- Restart of crawler excavator production at TVEX;
- Creation of ML-119A logging machinery (ZАО ChSDM);

- Creation of wheeled skidder on V-140 platform (ZАО ChSDM);
- Launch into serial production of improved machines: DZ-98M motor grader, V-140.1 and V-160M front-end loaders (ZAO ChSDM).
· Reconstruction and modernization of existing production capacity:

- Purchase and commissioning of paint and dry facility (ОАО Bryansk Arsenal);

- Installation of frequency-controlled drive on the electric pump of water recirculation system (ОАО ZZGT).

· Completion of previously started investment projects:

- Creation of modular cabs production center (ОАО TVEX);

- Creation and launch into production of GS-25 motor grader (ОАО Bryansk Arsenal).

3.5. POWER TRAIN DIVISION

3.5.1 Market characteristics and GAZ Group's position based on 2009 results
Development of the market of diesel engines is directly linked to the development of the market of automotive, agricultural and construction equipment.

Starting from September 2008 as a result of the crisis the demand for products of automotive and agricultural engineering went into a precipitous decline on the markets of Russia and CIS.

According to OAO ASM-Holding in 2009 production of truck in Russia went down 2.8-fold, in Belarus – 2.3-fold; in Ukraine – 4.7-fold. Production of buses shrank 1.9 times in Russia; in Belarus – 1.5-fold; in Ukraine – 6.8 times. According to the Ministry of Industry and Trade of Russia, confirmed by analysis performed by BCG, sales of truck in Russia decreased 3,9 times; of buses – 1,8 times, whereas overall market slump totaled 68%. Thus, production in 2009 fell at a lower rate than sales. That resulted in a significant overstocking by the major producers of automotive equipment in Russian and CIS countries at the end of 2008 – beginning of 2009.

According to 'Rosagromash' Association, the market of new agricultural machinery in Russia in 2009 shrank 3,5 times year-on-year. The volume of procurement of indigenous equipment on the inland market went down to the level of 2006. In 2009 turnout of combine harvesters dropped 17%, tractors – 54%, seeders – 61%, cultivators - 52%. On the whole, according to 'Rosagromash' Association, production of domestic agricultural machinery for the inland market fell 45%.

2009 saw ~30% reduction of investment in the construction industry, causing a collapse in the sale of construction equipment. In 2009 production in Russia of pillar cranes and excavators went down 10 times; output of truck-mounted cranes and bulldozers - 5 times, production of front loaders and motor graders dropped 2-fold.

All those factors negatively impacted all manufacturers of engines. Overall production of heavy diesel engines on the territory of Russia declined 2.6 times.

Power Train Division's position on the market in 2009

3.5.1.1 Heavy diesel engines

ОАО Avtodiesel (YMZ) is Russia's leading manufacturer of diesel engines with displacement of 9-18 liters.
GAZ Group's share of the heavy diesel engines market * 

	
	Output, units, 2007
	Share,

%
	Output, units, 2008
	Share,

%
	Output, units, 2009
	Share,

%

	GAZ Group

ОАО Avtodiesel
	76 115
	52,3%
	73 641
	51,5%
	25 036
	45,4%

	ОАО KAMAZ
	63 264
	43,4%
	62 574
	43,8%
	28 284
	51,3%

	ОАО ТМZ
	931
	0,6%
	961
	0,7%
	616
	1,1%

	ОАО АМZ»
	1 430
	1,0%
	2 113
	1,5%
	475
	0,9%

	ООО ChTZ-Uraltrak
	3 881
	2,7%
	3 704
	2,6%
	771
	1,4%

	Total
	145 621
	
	142 993
	
	55 182
	


* According to ASM-Holding reports

Structure of the market of heavy diesel engines, 2009
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3.5.1.2 Fuel injection systems

On the market of fuel injection equipment Division's products compete with fuel injection equipment from Bosch, АО Motorpal, ОАО RAAZ, ОАО NZTA.

Fuel injection systems are supplied to the conveyors of engine manufacturing plants: ОАО Avtodiesel, ОАО KАМАZ-Diesel, UP Minsk Motor Works, ОАО ТМZ, ОАО АМZ.

GAZ Group's share of the market of fuel injection systems * 

	
	Output, units, 2007
	Share,

%
	Output, units, 2008
	Share,

%
	Output, units, 2009
	Share,

%

	GAZ Group

ОАО YZDA
	158 587
	52,1%
	142 867
	44,9%
	56 441
	42,4%

	ОАО NZТА
	97 022
	31,9%
	95 363
	30,0%
	55 993
	42,1%

	ОАО RAAZ
	10 108
	3,3%
	12 996
	4,1%
	3 784
	2,8%

	ОАО AZTN
	228
	0,1%
	378
	0,1%
	0
	0%

	Import of Bosch FIE
	30 000
	9,9%
	54 000
	17,0%
	15 000
	11,3%

	Import of Motorpal FIE
	8 500
	2,8%
	12 500
	3,9%
	1 934
	1,4%

	Total
	304 445
	
	318 104
	
	133 152
	


* According to ASM-Holding reports

Structure of FIE market, 2009
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3.5.1.3 Gasoline engines for LCV

In 2009 GAZ Group management made the decision to equip LCVs of own manufacture with UMZ engines. Execution of the plan in 2009 made it possible to raise the share on UMZ engines on the market from 20 to 41%.

GAZ Group's share of the market of gasoline engines for LCV*

	
	Output, units, 2007
	Share,

%
	Output, units, 2008
	Share,

%
	Output, units, 2009
	Share,

%

	GAZ Group

ОАО UMZ
	57 044
	18,4%
	50 638
	19,8%
	35 191
	40,9%

	ОАО ZMZ
	251 741
	81,1%
	203 283
	79,7%
	50 725
	59,0%

	ZАО AMUR
	273
	0,1%
	225
	0,1%
	64
	0,1%

	АМО ZIL
	1 336
	0,4%
	966
	0,4%
	4
	0,0%

	Total
	310 394
	
	255 112
	
	85 984
	


* According to ASM-Holding reports

Structure of the market of gasoline engines for commercial vehicles, 2009
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3.5.1.4 Light diesel engines 

At present production of light commercial vehicles powered by light diesel engines is underdeveloped in Russia and CIS. Dieselization of Russia's commercial transport in line with the global trend has been advancing over the past year through:

· import of LCVs;

· production of foreign LCVs with diesel engines (Fiat, Hyundai, Isuzu).

GAZ Group's share on the market of light diesel engines * 

	
	Output, units, 2007
	Share,

%
	Output, units, 2008
	Share,

%
	Output, units, 2009
	Share,

%

	GAZ Group

ООО Nizhegorodsky Motors
	2 293
	11,2%
	1 347
	8,2%
	152
	1,1%

	Sollers Group (ОАО ZMZ)
	3 200
	15,6%
	7 000
	42,8%
	3 000
	20,8%

	Import of Fiat engines for ООО Sollers-Elabuga and ОАО UMZ
	0
	0%
	2 097
	12,8%
	10 050
	69,6%

	Import of Isuzu engines for ZАО Severstal-Isuzu
	0
	0%
	0
	0%
	331
	2,3%

	Import of Hyundai engines for ООО TAGAZ
	13 658
	66,4%
	5 830
	35,6%
	900
	6,2%

	Import of Yuejin engines for ООО Avtotor Trans
	1 405
	6,8%
	87
	0,5%
	0
	0%

	Total
	20 556
	
	16 361
	
	14 433
	


* According to ASM-Holding reports and FTS data base

Structure of light diesel engines market, 2009
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3.5.2. Main lines of sales based on 2009 results. Sales structure in 2009
Main lines of sales

The following became the main lines of sales for Power Train Division in Russia and CIS in 2009: 

· supply of YMZ diesel engines;

· supply of UMZ gasoline engines;

· supply of YZDA fuel injection equipment;

· supply of service parts etc.

Structure of Power Train Division's revenue, 2009


[image: image22]
Power Train Division's products are sold through two main distribution channels: 

· direct sales to conveyors of manufacturers' plants in Russia and CIS;

· sales through independent dealer network for equipment maintenance.

The main regions of sales are Russia – 72% of sales (including 29% to GAZ Group enterprises).

The second largest sales market is CIS countries, primarily Belarus, Ukraine and Kazakhstan.

Structure of Power Train Division's revenue, 2009
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3.5.3. Changes in the model range in 2009

For Power Train Division 2009 as marked by preparation for introduction of Europ-4 in Russia and struggle for the ability of implement of the project of YMZ-530 medium in-line diesel engines.

Project of YMZ-530 medium in-line diesel engines

By the end of 2009 thanks to GAZ Group's own investment in excess of RUR 3 billion the project has advanced to the final stage of preparation for production. For example, the equipment and machinery for phase 1 production capacity has been practically fully contracted and manufactured. 

Throughout 2009 GAZ Group conducted negotiations at all levels of government and with the corporation 'Bank for Development and International Economic Activity (VEB)' regarding a loan to Yaroslavl Motor Works for completion of project 'Creation and organization of production of new YMZ-530 engines family'.

In the autumn of 2009 a loan agreement was signed between GK 'Vnesheconombank' and OAO Avtodiesel (YMZ) on target financing of the project. 

In February 2010 EGM of ОАО Avtodiesel (Yaroslavl Motor Works) approved obtaining a loan from Vnesheconombank (VEB) or RUR 5.8 billion. 
Project of YMZ-530 medium in-line diesel engines fully complies with the state ecology safety policy of transport facilities and has been recognized by the RF government as a strategic one for Russian engineering industry development.

This will be the first engine manufacturing enterprise built in Russia over the past 35 years (since the launch of engine plant at KAMAZ in 1974). 

YMZ-650 / YMZ-651 heavy in-line diesel engine

In 2009 GAZ Group with participation of Ricardo UK Ltd. engineering company continued work on upgrading YMZ-650 heavy in-line diesel engine to Euro-4 standards (Euro-4 engine received designation YMZ-651). In 2009 YMZ-651 successfully completed certification testing for compliance with Euro-4 standard and acceptance testing as part of MAZ vehicles.

Gasoline engines for GAZ LCVs (UMZ-4216)

Throughout 2009 the Division implemented a 'Comprehensive program to improve quality of UMZ-4216 engine'. The program was developed based on the requirements of the main customer – Gorky Automobile Plant, recommendations of dealers, owners of GAZelle vehicles, service centers and specialists of NAMI, which made it possible to substantially improve both the quality performance of the engine and its customer features.

Specialists of ОАО UMZ conducted R&D to create a bi-fuel version of the UMZ engine and to modernize UMZ-4216 for use on GAZelle-Business LCV. Reliability and fuel efficiency of the UMZ engine were significantly improved through design improvements of a number of engine systems and introduction of 100% input quality control.

3.5.4. Main achievements in 2009

1. In 2009 Power Train Division successfully implemented an Anti-Crisis Program which helped support stable operation of all of Division's enterprises and bring them to bread-even operation in the environment of a significant market depression (According to the Ministry of Industry and Trade of Russia the market fell 68% overall).

2. Despite the crisis Power Train Division succeeded in retaining all main customers for its products. As a result it became possible in 2009 to maintain the Division's pre-crisis positions in all market segments.

3. In 2009 Power Train Division did not only preserve all its plants but also formed conditions for further development. In 2009 agreement was reached on obtaining an earmarked loan from GK Vhesheconombank of RUR 5.8 billion for completion of the project of creation and organization of production of new YMZ-530 engines family.

4. Completion of 'Comprehensive program to improve quality of UMZ-4216 engine' enabled the Division to prepare and put into production modernized UMZ-4216 engine for use in GAZelle-Business LCV.

3.5.5. Main lines of development in 2010

1. Power Train Division will continue implementing the restructuring of current facilities, optimization of main business processes, stepping up sales and raising personnel qualification.

2. Preproduction of YMZ diesel engines will continue for introduction of Euro-4 norms in Russia.

3. As part of implementing the project of YMZ-650 heavy diesel engines it is planned to adapt YMZ-651 Euro-4 engines to the vehicles of main customers, conduct functional tests and reliability testing, to certify the engines and vehicles. It is planned to deliver and install equipment for machining of cylinder blocks.

4. The construction of the first phase of the new plant for production of YMZ-530 medium diesel engines is being implemented.
5. Work will continue on modernization of UMZ-4216 Euro-3 gasoline engines, on creation and organization of production of UMZ engines conforming to Euro-4 standards; it is also planned to start production of bi-fuel UMZ engines.

6. The Division will continue working on creating a strategic partnership for common rail fuel injection system.

3.6. AUTO COMPONENTS DIVISION
3.6.1 Market characteristics and GAZ Group's position based on 2009 results

Main trends of auto components market in 2009:

· Drastic reduction in market capacity along all the lines of auto component business and blanking production (by 40-60%) due to severe decline in demand from vehicle assembly plants (production in the car making industry fell by more than 60%).

· Severe decline in production of all enterprises in the industry versus 2008, resulting in major underutilization of capacity;

· Insignificant change in the market shares of main market players;

· Stagnation of industry development, suspension of most planned investment projects.

Shares of the market held by Auto Components Division in 2009 by key areas:
Axles 16%

Wheels 12%

Iron castings 7.3%

Suspension modules 6.1%

Forgings 4.1%

Exhaust systems 2.0%
3.6.2 Main lines of sales based on 2009 results. Sales structure in 2009

Main sales trends for Auto Components Division in 2009:

· Substantial change in sales structure: two-fold increase in sales to external customers and substantial reduction in the share of sales within the Group;

· Notwithstanding an overall reduction of revenue in 2009 by 50%, supply of components to external customers grew 1,3 times versus 2008;

· Group's assembly facilities remain Auto Components Division's principal customers;

· Commencement of work with new external customers;

· Industry diversification of sales.
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Shares of product groups in revenue, 2009
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3.6.3 Changes in model range in 2009

In 2009 the following classification was adopted of Auto Components products by product definition:

Power Train systems (PAK, ZAAg):

· Axles
· Drives
· Suspension
· Clutch
· Wheel disks
Control systems (PAK, PRK):
· Steering gear
· Brake systems
· Fuel systems
· Exhaust systems
Body (PRP, PAK, ZAAg)
· Body fixtures
· Stampings
· Platform
· Frame
Other (PRK, PAK)
· Fixtures and screw parts (automatic machining and upset parts)
Blanking (KP, LP, KCL)
· Forgings
· Grey iron castings
· Aluminum castings
· Other non-ferrous castings
Tooling (ZShP, IP)
· Instruments and attachments
· Dies and moulds
Also preproduction was performed for new GAZelle-Business vehicle. Over the year 313 updated parts and assemblies of the vehicle were prepared for production
3.6.4 Main achievements in 2009

The following indicators were achieved as a result of Auto Components Division's efforts in 2009:

1. Overall cost reduction in 2009:
	Total
	RUR 3 538,5 M

	General production expenses
	RUR 1 776,3 M

	Management expenses
	RUR 653,8 M

	Optimization of purchased materials cost
	RUR 722,3 M

	Reduction in power costs
	RUR 77,3 M

	Other efforts
	RUR 308,8 M


2. Labor productivity increase

· Introduction of standardization of work stations

·  Increase in productivity of production personnel from RUR 43.64 K to RUR 278.57 K.

3. Improvement of production processes

· Freed up:

· 172935 m² of production space 

·  2940 units of equipment

·  Reduced WIP stocks by 52%, material stocks by 51% 

4. Quality improvement

· Certification of production under ISO-9001:

· Forged pieces
· Leaf springs

· Castings

· Instrument tooling (Dies and Mould plant)

· MSA, SPC procedures performed on existing products in conformity with requirements of ISO/TS 16949:

· Axles (and incoming components)

· Drives (and incoming components)

· Steering column

· Wheel disks

· Fuel tanks

· Springs

5. Introduction of modern technologies:

· New coating of axles and drives of GAZelle-Business with a protective component allowing to raise corrosive resistance 3-fold.

· New part-by-part cataphoretic coating of platform frame with subsequent riveting instead of welding and new technology for primer application to dropsides, allowing to increase corrosive resistance 4-fold

· New technology of leaf-by-leaf spring painting with sanding surface preparation and installation of aluminum separators between leaves enabling double corrosive resistance.

3.6.5 Main lines of development for 2010
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· Notwithstanding an overall reduction of revenue in 2009 by 50% (due to reduced production volumes at GAZ Group enterprises), supply of components to external customers grew 1.3 times versus 2008. In 2010 the Division's activity will be aimed in particular at attracting new customers: 

· Development of the product range

· Development of export sales

· Flexible pricing policy tied-in to market prices

· Company commercial policy, motivating customers to increase sales volumes and search for new products

· Following measures are planned in order to improve financial performance (EBITDA):

· Organization of production of Euro-3 exhaust systems at Auto Components Division's OAO GAZ 

Objective – organization of production of a product that is new for OAO GAZ: Euro-3 exhaust muffler for GAZelle and Sobol family of vehicles with subsequent launch into production of Euro-4 exhaust systems and production of exhaust systems of aftermarket and other customers

· Transfer of production of 16-inch wheels to the new building of AC Division's shop 242

Objective – cutting down cost of 16-inch wheels for GAZelle through modernizing production and optimizing production processes in OAO GAZ' production of fittings an wheels.

Stage of freeing-up the old wheels shop

· Modernization of melting section of shop No. 8 of AC Division's casting facility

Objective – meeting the production safety requirements of State Technical Supervision Authority and preserving the competence of producing high-strength grey iron with expansion of production capacity and reduction in cost through replacement of old melting furnaces with new ones in casting shop No. 8 
4. Corporate Governance

4.1 GAZ Group’s Corporate Governance System 

GAZ Group recognizes the importance of effective corporate governance for conducting business successfully, its high level of public and social responsibility. To achieve an understanding among all interested parties, GAZ Group is committed to following the principles set forth in the Corporate Governance Code, and makes every reasonable effort to observe them in its day-to-day business.

The Group’s main corporate governance principles ensure:

· that shareholders are able to exercise their rights related to participation;

· that all shareholders holding the same type (class) of shares are treated equally;

· that the Board of Directors performs strategic management of the Company’s activity, exercises effective control over the activity of the executive bodies, and secures the accountability of members of the Board of Directors to the shareholders;

· effective monitoring of financial and business activity;

· that the Company’s executive bodies are able to manage day-to-day operations reasonably and in good faith, and ensure the accountability of the executive bodies to the Board of Directors and shareholders;

· timely disclosure of complete and reliable information on the Company, including on its financial position, economic indicators, ownership structure and management, and major corporate events;

· active cooperation between the Company and investors, creditors and other interested parties, in order to increase the value of shares and other Company securities and improve the Company’s corporate and other ratings;

· compliance with all effective legislation and local regulatory acts;

· increased role of the Company in the social development of the regions in which subsidiaries and associates operate, and increased social responsibility of directors and the Company in general.
On 12 September 2008, OJSC GAZ received grade 6 “Developed Corporate Governance Practice” from the Russian Director Institution Consortium and Rating Agency “Expert RA”.

Pursuant to OAO GAZ Charter, the company’s management bodies include: the general meeting of shareholders, the Board of Directors and the single-person executive body (the Chief Executive Officer, whose authorities have been transferred to a management company – OOO GAZ Group Management Company).

4.2 General Meeting of Shareholders
The General Meeting of Shareholders is the senior management body of OAO GAZ. Three meetings of shareholders were held in 2009.

The annual general meeting of OJSC GAZ shareholders was held on 29 June, 2009.

At the meeting the following decisions were made:

Upon vote returns on the first item of the agenda the following decision was made:

“To approve the annual report, annual financial report, including the profit-and-loss report of OJSC GAZ for 2008”

Upon vote returns on the second item of the agenda the following decision was made:

“For the reason of the profit lack of OJSC GAZ for the year 2008, do not pay dividends on senior and common shares of OJSC GAZ for 2009”.
Upon vote returns on the third item of the agenda the following decision was made:
“To elect the following candidates to the Board of Directors of OJSC GAZ

	1
	Eleonora Bosova

	2
	Siegfried Wolf

	3
	Andrey Elinson

	4
	Sergey Zanozin

	5
	Aleksey Ipatov

	6
	Valery Lukin

	7
	Elena Matveeva

	8
	Igor Ryzhkov

	9
	Alexander Filatov”


Upon vote returns on the fourth item of the agenda the following decision was made:
“To elect to the Auditing Commission of OJSC GAZ the following candidates:

	1. Natalia Vasilyeva

	2. Andrey Kirsanov

	3. Valdas Laurinavicius».


Upon vote returns on the fifth item of the agenda the following decision was made:
“To approve LLC “Rosexpertiza” as OJSC GAZ auditor”
The extraordinary meeting OJSC GAZ shareholders was held on July, 20, 2010:

At the meeting the following decisions were made:

Upon vote returns on the first item of the agenda the following decision was made:

“To terminate the authorities of the members of OJSC GAZ Board of Directors before the appointed time”

Upon vote returns on the second item of the agenda the following decision was made:

“To elect to OJSC GAZ Board of Directors the following candidates:

	1
	Bo Andersson

	2
	Eleonora Bosova

	3
	Siegfried Wolf

	4
	Andrey Elinson

	5
	Sergey Zanozin

	6
	Aleksey Ipatov

	7
	Valery Lukin

	8
	Igor Ryzhkov

	9
	Svetlana Sokolova».


The extraordinary meeting of shareholders held on September, 7, 2010, confirmed the authorities of the Board of Directors elected on 20 July 2010.
Upon vote returns on the first item of the agenda the following decision was made:

“To terminate the authorities of the members of OJSC GAZ Board of Directors before the appointed time”

Upon vote returns on the second item of the agenda the following decision was made:

“To elect to OJSC GAZ Board of Directors the following candidates:

	1
	Bo Andersson

	2
	Eleonora Bosova

	3
	Siegfried Wolf

	4
	Andrey Elinson

	5
	Sergey Zanozin

	6
	Aleksey Ipatov

	7
	Valery Lukin

	8
	Igor Ryzhkov

	9
	Svetlana Sokolova».


4.3 Board of Directors

The Board of Directors of OAO GAZ is responsible for overall management of the Company’s operations, including issues of strategic planning and development of the Company (and the foreign trade activity related to these lines of business), with the exception of those issues assigned by the Company Charter to the competence of the Company’s general meeting of shareholders.

Report on the activity of the Board of Directors in 2009

The Board of Directors of OAO GAZ held 17 meetings in 2009, seven of which were held in person.

The following key issues concerning GAZ Group’s main lines of business were considered at the Board meetings:
· On candidates to managing and control bodies of comprises, where OJSC GAZ holds shares;

· On review of proposals from shareholders on nomination of candidates to OJSC GAZ BoD at annual and extraordinary meetings of shareholders;

· On review of proposals from shareholders on nomination of candidates to OJSC GAZ Auditing Commission at annual and extraordinary meetings;

· GAZ Group Plan until the end of 2009;

· Business plan KPIs for 2009-2010;

· Sales plan for 2009-2010;

· Purchase plan;

· On Committees under the BoD;

· On Supervisory Board under the BoD;

· On approval of GAZ Group senior managers;

· On approval of the new version of Provision “On Audit and Finance Committee” of OJSC GAZ BoD;

· On holding the annual general meeting of OJSC GAZ shareholders;

· On approval of transaction of acquisition of documentary interest-bearing inconvertible bonds of LLC GAZ-finance to bearer series 01 with mandatory centralized custodianship;
· YaMZ-530 Project (Development Strategy, Budget, Payback Program);

· On approval of working plan of OJSC GAZ BoD;

· On determination of compensation amount to be paid to LLC GAZ Group MC under “Agreement on delegation of authority of sole executive body of OJSC GAZ” to the managing company – LLC GAZ Group MC.

· On holding the extraordinary general meeting of shareholders;

· On election of members to the Supervisory Board under OJSC GAZ BoD;

· On approval of major transactions of associated companies.

Personal data of BoD members, working in 2009
Members of the Board of Directors

(as at 31 December 2008)

Lars Erik Ebbe Eberhardson

Chairman of the Board of Directors of OAO GAZ

Born: 1970

Education: higher

From 2002 to 2005 Mr. Eberhardson was the head of the Representative Office of Volvo Construction Equipment in Russia. In 2005 Mr. Eberhardson joined OOO RusPromAuto Management Company as Deputy CEO for Strategic Development. From June 2006 to 2007 Mr. Eberhardson was the Chairman of GAZ Group Management Board, and from 2007 to 2008 he was the Managing Director of the Automotive Business at OAO Russian Machines. He has been the Chairman of the Board of Directors of OAO GAZ since 2008.

He holds no shares in the company. 

Konstantin Vladimirovich Akimov

Member of the Board of Directors of OAO GAZ

Born: 1971

Education: higher

In 2003-2005 Konstantin Akimov headed the Phosprom Industrial Group, and from 2005 to 2008 he headed Polair/Sovitalprodmash (the largest professional refrigeration equipment plant in Europe). Since 2008 he has worked as Deputy CEO of OOO Basic Element for Production Asset Management.

He does not have an equity interest in charter capital, and holds no shares in the company. 

Valery Gennadievich Lukin

Member of the Board of Directors of OAO GAZ

Born: 1965

Education: higher

From 2003 to 2006 Mr. Lukin was the CEO of OAO Kamov-Holding. In 2006-2007 Mr. Lukin was the CFO at OAO Russian Machines. Since 2007 Mr. Lukin has held the position of CEO of OAO Russian Machines, and he has been a member of the Board of Directors of OAO Russian Machines and OOO VPK since 2008.

He holds no shares in the company. 

Alexey Alexeevich Ipatov
Member of the Board of Directors of OAO GAZ

Born: 1954

Education: higher

From 2000 to the present Mr. Ipatov has been the General Director of NAMI (a federal state-owned unitary enterprise). From 2008 to the present Mr. Ipatov has been a member of the Board of Directors of ZAO Central Company of the Intergovernmental Financial-Industrial Group BelRusAuto.

He holds no shares in the company. 

Siegfried Wolf

Member of the Board of Directors of OAO GAZ

Born: 1957

Education: higher

From 2002 to 2005 Mr. Wolf was Executive Deputy Chairman of the Board of Directors of Magna International Inc. Siegfried Wolf has headed Magna International Inc. since April 2005 as one of the Co-Chief Executive Officers of the concern. 

He holds no shares in the company. 

Alexander Valerievich Filatov

Member of the Board of Directors of OAO GAZ

Born: 1975

Education: higher

From 2003 to 2005 Mr. Filatov was First Vice President of the Cascol Management Company. Since 2005 Mr. Filatov has held the post of Director for Strategic Planning and Development at OAO Russian Machines.

He holds no shares in the company.

Alexey Georgievich Barantsev

Member of the Board of Directors of OAO GAZ

Born: 1959

Education: higher

Mr. Barantsev was CEO of OAO GAZ from 2002 to 2005. In 2005 he was appointed Director of the Nizhny Novgorod Block of OOO GAZ Group Management Company. In 2006-2007 he held the following posts at OOO GAZ Group Management Company: Director of the Auto Components Division, Director of Production and Restructuring of GAZ Group, First Deputy Chairman of the Management Board. In 2007-2008 he held the posts of Director for Operational Development and First Deputy Chairman of the Management Board. In 2008 Mr. Barantsev took up the post of First Deputy CEO for Production at OAO Russian Machines. In December 2008 he was appointed CEO of ZAO Glavstroy-Management (the management company of the Construction Sector of Basic Element) and Chairman of the Board of Directors of OAO Glavstroy.

He holds no shares in the company. 

Dmitry Andreevich Vovk

Member of the Board of Directors of OAO GAZ

Born: 1969

Education: higher

From 2002 to 2006 Dmitry Andreevich was the Director of the Human Resources Department at OOO Basic Element. From 2006 to 2008 he was Deputy CEO for Human Resources at OOO Basic Element. Since 2008 Mr. Vovk has headed the Aviation Sector at OOO Basic Element.

He holds no shares in the company. 

Karl-Heinz Kalbfell

Member of the Board of Directors of OAO GAZ

Born: 1949

Education: higher

From 1998 to 2004 Mr. Kalbfell held the post of Senior Vice President for Product Strategy and Development at BMW. From 2004 to 2005 he was the Chairman and CEO of Rolls Royce Motorcars Ltd. From January 2005 he began working at Fiat as COO of Alfa Romeo, and from February of the same year he also headed Maserati SPA, which merged with Fiat. After leaving Fiat in 2007, he has been working as a product and international project consultant in the automotive industry. 

He holds no shares in the company. 

Members of the Board of Directors

(as of 31 December 2009)
Bo Inge Andersson
Member of the Board of Directors of OAO GAZ
Born: 1955

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2001
	2007
	General Motors, US
	Vice-President on Global Purchasing Policy and Supply Chain Development

	2007
	2009
	Group General Motors, US
	Group Vice-President on Global Purchasing Policy and Supply Chain Development

	2009
	present time
	OJSC GAZ
	BoD Member

	2009
	2009
	LLC GAZ Automobile Plant
	President

	2010
	present time
	LLC GAZ Group MC
	President


He holds no shares in the company. 

Eleonora Vaycheslavovna Bosova
Member of the Board of Directors of OAO GAZ
Born: 1968

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2002
	2004
	Moscow City Government,

Department of Economic Policy and Moscow City Development,

Finance-and-Legal Section
	Supervisor of Legal Section

	2004
	2005
	Moscow City Government,

Mayor and Moscow City Government Staff,

Management Coordination of Economic Policy and Moscow City Development Complex

Управление координации деятельности Комплекса экономической политики и развития города Москвы
	Group Manager

	2005
	2008
	LLC GAZ Group MC
	Director on Corporative and Legal Matters

	2008
	present time
	OJSC Russian Machines
	Director on Legal Matters

	2009
	present time
	OJSC GAZ
	BoD Member


She holds no shares in the company. 
Siegfried Wolf
Member of the Board of Directors of OAO GAZ
Born: 1957

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2002
	2005
	Magna International  Inc.
	Deputy CEO

BoD Chairman

	2005
	present time
	Magna International  Inc.
	Co-director

	2009
	present time
	OJSC GAZ
	BoD Member


He holds no shares in the company. 

Andrey Michailovich Elinson
Member of the Board of Directors of OAO GAZ
Born: 1979

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2004
	2005
	CJSC Deloitte and Touche CIS
	Senior Manager

Audit Department

	2005
	2007
	CJSC Deloitte and Touche CIS
	Partner

	2007
	present time
	OJSC Basic Element Company
	Deputy General Director on Corporate Governance

	2009
	present time
	OJSC GAZ
	BoD Member

	2009
	present time
	OJSIC Ingosstrakh
	BoD Member

	2009
	present time
	JSC Bank SOYUZ
	BoD Member

	2009
	present time
	LLC Aviakor – Samara Aircraft Plant


	BoD Member

	2009
	present time
	LLC Korporatsiya Glavstroy
	BoD Member

	2009
	present time
	LLC Engineering & Construction Company Transstroy
	BoD Member


He holds no shares in the company. 

Sergey Georgievich Zanozin
Member of the Board of Directors of OAO GAZ
Born: 1952

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2002
	2005
	LLC RusAvtobusProm
	General Director

	2005
	2007
	LLC GAZ Group MC
	Director of Bus Division

	2007
	2009
	LLC GAZ Group MC
	Chairman of Board

	2009
	present time
	OJSC GAZ
	BoD Member

	2009
	2009
	LLC GAZ Group MC
	President

	2010
	2010
	LLC GAZ Group MC
	Vice-President


Share in the charter capital of OAO GAZ: 0.0000050%. Share of ordinary shares in the Company held by Mr. Zanozin: 0.0000054%.
Aleksey Alekseevich Ipatov
Member of the Board of Directors of OAO GAZ
Born: 1954

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2000
	present time
	NAMI (a federal state-owned unitary enterprise)
	General Director

	2009
	present time
	OJSC GAZ
	BoD Member


He holds no shares in the company. 
Valery Gennadievich Lukin
Member of the Board of Directors of OAO GAZ
Born: 1965

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2003
	2006
	OJSC Kamov-Holding Company
	General Director,

Manager of Department “Aviation”

	2006
	2007
	OJSC Russian Machines
	Financial Director

	2007
	present time
	OJSC Russian Machines
	General Director

	2009
	present time 
	OJSC "GAZ"
	BoD Member

	2009
	present time 
	VPK LLC
	BoD Member

	2009
	present time 
	OJSC Russian Machines
	BoD Member


He holds no shares in the company. 
Igor Georgievich Ryzhkov
Member of the Board of Directors of OAO GAZ
Born: 1959

Education: higher
Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2002
	2005
	LLC RusPromAuto
	Director on Security Matters

	2005
	present time
	LLC GAZ Group MC


	Director on Resource Protection 

	2008
	present time
	OJSC Russian Machines
	Deputy General Direcor on Resource Protection

(part-time)

	2009
	present time
	OJSC GAZ
	BoD Member


He holds no shares in the company. 
Svetlana Sokolova
Member of the Board of Directors of OAO GAZ
Born: 1967

Education: higher

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2002
	2008
	OJSC Rospechat
	General Director

	2008
	2008
	LLC RAINKO
	General Director

	2008
	2009
	OJSC Rospechat
	General Director

	2009
	2009
	LLC GAZ Group MC
	First Deputy Chairman of Board

	2009
	present time
	OJSC GAZ
	BoD Member

	2010
	present time
	LLC GAZ Group MC
	First Vice-President


She holds no shares in the company. 
4.4 Information about the emitter sole executive body

The authorities of the emitter sole executive body have been transferred to the managing company.

· Full name: Limited Liability Company GAZ Group Managing Company

· Short name: LLC GAZ Group MC

· Basis for the authorities transfer: Decision of the general meeting of OJSC GAZ shareholders dated 27.06.2008; Agreement on delegation of authority of sole executive body to the managing company dated 01.10.2008

· Legal address: Lenina Av. 88, 60304 Nizhny Novgorod, Russia

· INN: 7730522644

· PSRN: 1057746718193

· Telephone: (831) 299-0990

· Fax: (831) 299-0999

· E-mail: info@ruspromauto.ru

Information about the license for investment funds, mutual investment funds and non-state pension funds management.

The mentioned license is not available.

BoD membership of the managing company
Not provided under the Charter.

Members of the collective executive body

(as at 1 January 2009):

BoD Members of the Managing Company:

BoD Chairman of the Managing Company:

Chairman of the Board – Sergey Georgievich Zanozin

Born: 1952

Education: higher  

Positions held within the 5 years
2002-2005

Company: LLC RusAvtobusProm

Position: General Director
2005-207

Company: LLC GAZ Group MC

Position: Director of Bus Division

2007-2009

Company: LLC GAZ Group MC

Position: BoD Chairman

2007-2009

Company: LLC GAZ Group MC

Position: President

Share in the charter capital of OAO GAZ: 0.0000050%. Share of ordinary shares in the Company held by Mr. Zanozin: 0.0000054%.
Executive positions in for-profit organizations held during the initiation of the bankruptcy procedures as required by the bankruptcy law of the Russian Federation:

Company: OJSC Kurgan Bus Plant

Position: BoD member

Bankruptcy procedure: competition management

Date of bankruptcy procedure implementation: 21.04.2004.

Vadim Nikolaevich Sorokin
Born: 1956

Education: higher

Positions held within the 5 years
1997-2008
Company: CJSC Instrum-Rend
Position: General Director
2008-2008
Company: LLC GAZ Group MC
Position: First Deputy BoD Chairman on operating activities

2008-present time
Company: LLC GAZ Group MC
Position: First Deputy BoD Chairman

He holds no shares in the company. 
Leonid Evgenievich Dolgov

Born: 1974

Education: higher

Positions held within the 5 years
2004-2005
Company: OJSC RusPromAuto
Position: Director of Strategic Marketing Department

2005-October 2005
Company: LLC RusPromAuto MC
Position: Director on Strategic Marketing Development

2005-November 2005
Company: LLC RusPromAuto MC
Position: Director on Strategic Analysis and Business Environment 

2005-June 2006
Company: LLC RusPromAuto MC
Position: Director on Strategic Development and Marketing of Spetztecnika Division

June 2006-2006
Company: LLC GAZ Group MC
Position: Director on Strategic Analysis and Business Environment Department

June 2006-present time
Company: LLC GAZ Group MC
Position: Director of Commercial Vehicles Division

Positions in other companies: 

September 2007-present time
Company: CJSC GAZ Automobile Company
Position: General Director

2008-present time
Company: LLC MAKSUS RUS
Position: General Director

2008-present time
Company: LLC Commercial Vehicles- GAZ Group 
Position: General Director

He holds no shares in the company. 
Igor Nikolaevich Kulgan

Born: 1968

Education: higher

Positions held within the 5 years
November 2003-August 2005
Company: LLC RusPromAuto
Position: General Director on Business-Process and Informational Systems Management

September 2005-2006
Company: LLC GAZ Group MC
Position: Director of Division “Engines”

September 2006-present time
Company: LLC GAZ Group MC
Position: Director of Division “Power Train”

September 2008-present time
Company: LLC GAZ Group MC
Position: Managing Director of LLC Powertrain – GAZ Group
Positions in other companies: 

2008-present time
Company: OJSC YaZTA
Position: BoD Member

2008-present time
Company: OJSC YaZDA
Position: BoD Member

2008-present time
Company: OJSC Ulyanovsk Motor Plant
Position: BoD Member

2008-present time
Company: OJSC Autodiesel (YaMZ)
Position: BoD Member

2008-present time
Company: CJSC Central Company of Interstate Finance and Industry Group “BelRusAuto”
Position: BoD Member

He holds no shares in the company. 
Elena Viktorovna Matveeva

Born: 1960

Education: higher

Positions held within the 5 years
February 1999-June 2005
Company: CJSC UKOS Refining Marketing
Position: Director of Marketing Communications and Branding Direction 

June 2005- November 2005
Company: LLC Russian Machines
Position: Director on PR and Communications

November 2005- present time
Company: OJSC Russian Machines
Position: Director on PR and Communications

May 2006- present time
Company: LLC GAZ Group MC
Position: Deputy Director of Board – Director on Corporate Policy and Communications (part-time)

She holds no shares in the company. 
Michail Uryevich Postavnin

Born: 1968

Education: higher

Positions held within the 5 years
March 2002-October 2005
Company: LLC RusAvtobusProm
Position: Deputy Director on Development

October 2005- 2009
Company: LLC GAZ Group MC
Position: Acting Deputy BoD Chairman – Director on Strategic Development

2009- present time
Company: LLC GAZ Group MC
Position: Acting Director for Sales and Development

Positions in other companies
2008- present time
Company: OJSC Pavlovo Bus
Position: BoD Member

He holds no shares in the company. 
Igor Georgievich Ryzhkov
Born: 1959

Education: higher

Positions held within the 5 years
April 2002-August 2005
Company: OJSC RusPromAuto
Position: Director on Security Matters

September 2005- present time
Company: LLC GAZ Group MC
Position: Director on Resource Protection

He holds no shares in the company. 
Tatyana Aleksandrovna Luzhetskaya

Born: 1963

Education: higher

Positions held within the 5 years
2004-2008
Company: LLC GAZ Group MC
Position: Director on Finance and Economy, Bus Division

2008-2009
Company: LLC GAZ Group MC
Position: Acting Deputy Chairman of Board on Finance and Economy – General Financial Director

She holds no shares in the company. 
Viktor Christophorovich Korman

Born: 1947

Education: higher

Positions held within the 5 years
2003-present time
Company: OJSC AZ “URAL”
Position: General Director

2006-2006
Company: LLC RusPromAuto MC
Position: Director of Division “Trucks”

2006-present time
Company: LLC GAZ Group MC
Position: Director of Division “Trucks”

Positions in other companies:

2008-present time
Company: OJSC Zavolzhsk Caterpillar Tractor Plant
Position: BoD Member

2008-present time
Company: OJSC Tver Excavator
Position: BoD Member

2008-present time
Company: OJSC Bryansk Arsenal
Position: BoD Member

2008-present time
Company: CJSC ChSDM
Position: BoD Member

2008-present time
Company: OJSC AZ “URAL”
Position: BoD Member

2008-present time
Company: OJSC SAZ
Position: BoD Member

2008-present time
Company: CJSC Central Company of Interstate Finance and Industry Group “BelRusAuto”
Position: BoD Member

He holds no shares in the company. 
Enriko Sabinovich Damyano

Born: 1962

Education: higher

Positions held within the 5 years
April 2002-August 2005
Company: LLC RusPromAuto
Position: Director of Production Development Department

September 2005-2006
Company: LLC GAZ Group MC
Position: Director of Production Development Department

2006-present time
Company: LLC GAZ Group MC
Position: Director of GAZ Group Unified Engineering Center

Positions in other companies:

2007-present time
Company: LLC Unified Engineering Center
Position: General Director

June 2008-present time
Company: OJSC Avtodiesel (YaMZ)
Position: BoD Member

2008-2009
Company: OJSC AZ “URAL”
Position: BoD Member

2008-2009
Company: OJSC SAZ
Position: BoD Member

2008-2009
Company: OJSC Bryansk Arsenal
Position: BoD Member

2008-2009
Company: OJSC Tver Excavator
Position: BoD Member

2008-2009
Company: OJSC Zavolzhsk Caterpillar Tractor Plant
Position: BoD Member
2008-2009
Company: OJSC Pavlovo Bus
Position: BoD Member
He holds no shares in the company. 
Alexander Ivanovich Simachev
Born: 1954

Education: higher

Positions held within the 5 years
2004-2008
Company: LLC ADV Marketing
Position: Legal Service Manager

2008-2009
Company: LLC GAZ Group MC
Position: Director on Corporate and Legal Matters

Positions in other companies:
2008-2009
Company: GAZ International Limited
Position: Director

He holds no shares in the company. 
Tatyana Uryevna Anferova

Born: 1971

Education: higher

Positions held within the 5 years
2004-2006
Company: OJSC NKMK
Position: Chief accountant

2006-2006
Company: LLC GAZ Group MC (LLC RusPromAuto MC earlier)
Position: Deputy General Director – Director of Nizhny Novgorod Branch

2006-2007
Company: LLC GAZ Group MC (LLC RusPromAuto MC earlier)
Position: Deputy Chairman of Board – Director of Nizhny Novgorod Branch

2007-present time
Company: LLC GAZ Group MC 
Position: Deputy Chairman of Board – Managing Director of LLC GAZ Group Consulting Center

She holds no shares in the company. 
Yakov Yakovlevich Kop

Born: 1958

Education: higher

Positions held within the 5 years
2004-2006
Company: OJSC Unified Engineering Plants (Moscow Representative Office)
Position: Deputy General Director, HR Director

2007-2007
Company: OJSC Unified Engineering Plants
Position: Deputy General Director, HR Director

2008-2009
Company: LLC GAZ Group MC

Position: Deputy Chairman of Board –HR Director

He holds no shares in the company. 
Kirill Konstantinovich Epshtein

Born: 1971

Education: higher

Positions held within the 5 years
2003-2004
Company: LLC RusPromAuto
Position: Deputy Director of Advanced Development of Spare Parts Sales Department

2005-2007
Company: LLC TH Russian Machines
Position: Deputy Director of Spare Parts Sales Department

2007-2007
Company: LLC TH Russian Machines
Position: First Deputy Director of Spare Parts Sales Department

2007-2008
Company: LLC TH Russian Machines
Position: First Deputy Director of Auto Components and Engineering Production Sales Direction

2008-2008
Company: LLC Auto Components – GAZ Group 
Position: Sales Director

2008-present time
Company: LLC GAZ Group MC
Position: Director of Division “Auto Components”

Positions in other companies:

2009-prestn time
Company: LLC Auto Components – GAZ Group 
Position: General Director

He holds no shares in the company. 
Nikolay Borisovich Odintsov

Born: 1964

Education: higher

Positions held within the 5 years
2003-2005
Company: LLC CTH Russian Buses
Position: General Director

2005-2008
Company: LLC GAZ Group MC
Position: Managing Director of LLC CTH Russian Buses

2008-present time
Company: LLC GAZ Group MC
Position: Director of Division “Buses”

Positions in other companies:

2008-present time
Company: OJSC GOLAZ
Position: BoD Member

2008-present time
Company: OJSC KAAZ
Position: BoD Member

2008-present time
Company: OJSC Pavlovo Bus
Position: BoD Member

He holds no shares in the company. 
Person, performing the duties of the sole executive body of Managing Company:

Chairman of Board – Sergey Georgievich Zanozin
Born: 1952

Education: higher  

Positions held within the 5 years
2002-2005

Company: LLC RusAvtobusProm

Position: General Director
2005-207

Company: LLC GAZ Group MC

Position: Director of Division “Buses”
2007-2009

Company: LLC GAZ Group MC

Position: BoD Chairman

Share in the charter capital of OAO GAZ: 0.0000050%. Share of ordinary shares in the Company held by Mr. Zanozin: 0.0000054%.
Executive positions in for-profit organizations held during the initiation of the bankruptcy procedures as required by the bankruptcy law of the Russian Federation:

Company: OJSC Kurgan Bus Plant

Position: BoD member

Bankruptcy procedure: competition management

Date of bankruptcy procedure implementation: 21.04.2004.

As at 31.12.2009:
Sole executive body of Managing Company

Sergey Georgievich Zanozin
Born: 1952

Education: higher  

Positions held within the last 5 years, including the present time.
	Period
	Company
	Position

	from
	till
	
	

	2002
	2005
	LLC RusAvtobusProm
	General Director

	2005
	2007
	LLC GAZ Group MC
	Director of Bus Division

	2007
	2009
	LLC GAZ Group MC
	Chairman of Board

	2009
	present time
	OJSC GAZ
	BoD Member

	2009
	2009
	LLC GAZ Group MC
	President

	2010
	2010
	LLC GAZ Group MC
	Vice-President


Share in the charter capital of OAO GAZ: 0.0000050%. Share of ordinary shares in the Company held by Mr. Zanozin: 0.0000054%.
Executive positions in for-profit organizations held during the initiation of the bankruptcy procedures as required by the bankruptcy law of the Russian Federation:

Company: OJSC Kurgan Bus Plant

Position: BoD member

Bankruptcy procedure: competition management

Date of bankruptcy procedure implementation: 21.04.2004.

Collective Executive Body of Managing Company

A new version of LLC GAZ Group MC Charter was registered in November 2009. The Executive Board was excluded from the executive bodies of LLC GAZ Group MC. Thereby since November 2009 the Company Charter has provided no collective executive body of LLC GAZ Group MC.  
As of the date of approval of the current report by the Decision of OJSC GAZ BoD Bo Inge Andersson was appointed the President of LLC GAZ Group MC since 01.01.2010.
4.5 Supervisory Board

Since 2008 there has existed the Supervisory Board under the OJSC GAZ BoD as the supreme consultative advisory body. The Supervisory Board considerers the questions within its competence that includes:

· development of long-term strategic goals of the Company;

· competitiveness and investment appeal improvements of the Company;

· development of suggestions and assistance in approval of the  all-Russian strategies and national machine-building complex developments by Russian state authorities with respect to the strategic interests of the machine-building sector in whole and interest of the Company;

· assistance in improvement of the regulatory and legal framework, ensuring the harmonious development of the national machine-building sector, including the formation of the appropriate initiatives;

· development of the scientific and technical activities and application of high technologies by the Company’s comprises, subsidiaries and affiliates;

· implementation of resource-conscious and environmentally safe technologies, assistance in scientific and technical development and reequipment of  production capacities, scientific and laboratory and testing bases of the Company as well as its subsidiaries and affiliates;

· social policy of the Company, including issues on social partnership and social and economical development of the regions, where the Company maintains its activity;

· information policy of the Company;

· formatting of the positive image, prestige and appeal of machine-building complex professions;

·  interaction with Russian and foreign public associations, international unions and machine-building associations.
Basic activity directions of OJSC GAZ Supervisory Board for 2009-2010

1. GAZ Group image policy.

· Measures on preservation and development of GAZ Group traditions and values

· GR policy.

2. GAZ Group social policy.

· Measures on preservation of high-qualified engineers and other working professions. Prevention (minimization) of threat of competence lose in the specialized manufacturing and technological framework:
-  informal approach to solutions of specialists optimization in the current economic situation;
- motivation measures of personnel to work efficiency
- education and re-education; development of measures stimulating the aspiration for learning.

· Measures stimulating the interest of young specialists (engineers, workers) to work in GAZ Group (young policy):
- material incentives;
- improvement of professional and career grow incentives.

· Creation and development of social and household programs (including the special ones for young specialists):
- leisure (including sport activities);
- accommodation (support in lodging acquisition);
- secure retirement.  

3. GAZ Group concept development issues.

· Investment policy. On proposals on concentration of financial resources on the most efficient business directions: light vehicles and medium duty trucks, buses. Creation and market launch of new competitive production.

· GAZ Group marketing policy. On proposals on market segments expansion.

4. Environmental policy and measures for prevention of manmade disasters.

· Technical conditions of GAZ Group industrial infrastructure objects, causing the potentially dangerous environmental and economic influence in case of emergency (HEP, power circuits, chemical production, objects of heating, gas, water supply, etc).

· Status reports including the execution of the necessary schedule works on technical service of dangerous facilities.

· Efficient interaction with state authorities on dangerous facilities supervision.

5. Other issues by order of the BoD.

N. Pugin, OJSC GAZ President, was elected the Chairman of the Supervisory Board. Members of the Supervisory Board under OJSC GAZ BoD in 2009:

1. Nikolay Andreevich Pugin – OJSC President

2. Valery Pavlinovich Shantsev – Governor of Nizhny Novgorod Region

3. Sergey Alekseevich Vakhrukov – Governor of Yaroslavl Region

4. Vladimir Alekseevich Elistratov - Minister of Industry and Natural Resources of Chelyabinsk Region

5. Andrey Aleksandrovich Fefelov – Chairman of Trade Union of Automobile and Agricultural Machine-Building Workers

6. Uriy Valerievich Osintsev – Secretary of State – Deputy Minister of Regional Development Ministry of the RF.

7. Viktor Viktorovich Ivanter – Director oof National Economic Forecasting Institute of RAS, Member of the Russain Academy of Science, Doctor of Science, Economics.

8. Lev Lyvovich Lubimov – Deputy Academic Advisor of State University – Higher School of Economics (HSE), Doctor of Science, Economics, Professor

9. Dmitry Anatolyevich Gulin – President of Russian Car Dealers Association

The Supervisory Board works as an expert consultative body under OJSC GAZ BoD, holding the meeting if the need arises, but not less then once in three months. The establishment of the Supervisory Board improves the quality and scrutiny of the BoD decisions.

4.6 Committees under the Board of Directors

In view of improvement of BoD activities the following Committees were established:

· Auditing and Finance Committee

· Personnel and Compensation Committee

· Strategy Committee.

Auditing and Finance Committee

Auditing and Finance Committee under the BoD was created for the preliminary examination of issues and provision the BoD with recommendations for decision making in audit, revision, financial and managing reporting of the Company, revision of internal control systems and risk management within the BoD competence.

According to the provision on Audit and Finance Committee under OJSC GAZ BoD, the Committee functions on continuing basis. The meetings of the Committee are held in the presence of more than the half of the members of the Committee and at least once in a month.

Members of the Audit and Finance Committee in 2009:

Chairman of the Committee
1. A. Elinson

Members of the Committee

2. A. Lukin

(Director of Finance Department of LLC Basic Element Company)

3. V. Lukin
4. M. Obukhova

(Financial Director of OJSC Russian Machines)
Personnel and Compensation Committee

The Personnel and Compensation Committee under OJSC GAZ BoD was established  for the preliminary examination of issues and provision the BoD with recommendations for decision making in personnel policy and compensations within the BoD competence.

According to the provision on Personnel and Compensation Committee under OJSC GAZ BoD, the Committee functions on the continuing basis. The meetings of the Committee are held in the presence of more than the half of the members of the Committee and at least once in a month.
Members of the Audit and Finance Committee in 2009:

Chairman of the Committee
1. E. Nikitina

(Director of Basic Element HR Department)

Members of the Committee

2. A. Elinson
3. V. Lukin
4. V. Petrova

(Deputy General Director of UC RUSAL for HR)
Strategy Committee

The Strategy Committee under the BoD was established for preliminary examination of the issues and provision the BoD with recommendations for decision making in development strategy of the Company, definition of the main directio0ns for business development, increase of the shareholder value of the Company.

According to the provision on Strategy Committee under OJSC GAZ BoD, the Committee functions on the continuing basis, herewith the decision of the Committee can be taken at the meeting held by correspondence (by poll). The meetings of the Committee are held in the presence of more than the half of the members of the Committee and at least once in a month.
Members of the Audit and Finance Committee in 2009:

Chairman of the Committee
1. S. Wolf

Members of the Committee

2. B. Andersson
3. S. Zanozin
4. A. Ipatov
5. Compensation

Criteria to define the BoD compensation.

At the extraordinary general meeting of OJSC GAZ shareholders on August 3, 2006, the Provision “On the compensation and indemnity procedure to the BoD members of OJSC GAZ” was approved. According to this Provision, the compensation is paid to the BoD on a quarterly basis in amount of RUR 270 000 per month.
Compensation Amount paid to the BoD in 2009:

Due to the lack of the net profit of OJSC GAZ following the results of 2008 there was no compensation to the BoD members in 2009.  In 2009 only indemnity costs were paid to the BoD members. 

Board of Directors
	Compensation
	0

	Salary
	

	Commission fee
	

	Perks
	

	Indemnity costs
	191 047

	Other payments
	

	Other
	

	TOTAL
	191 047


Criteria to define the Managing Company compensation.

The compensation amount to be paid to the Managing Company is determined by the BoD of OJSC GAZ and stated in the agreement on delegation of authority of sole executive body of OJSC GAZ to the Managing Company.

Compensation amount paid to the Managing Company in 2009

During 12 month in 2009 the Managing Company, LLC GAZ Group MC, that performs the duties of the sole executive body, has received the compensation in amount of RUR 116 443 177(VAT included). 

Information on existing agreements concerning such payments in the current financial year:

The compensation amount to the Managing Company, LLC GAZ Group MC, that performs the duties of the sole executive body is determined by the additional agreement to the agreement on delegation of authority of sole executive body to the Managing Company dated 01.10.2008. Since April 1, 2009 it has made RUR 7 762 878, 53 (seven million, seven hundred and sixty-two thousand, eight hundred and seventy-eight rubles and fifty-three cents), VAT included.

The compensation amount to the Managing Company, following the results of the last completed financial year, determined by the authorized body of the emitter management, was not paid.
6. Internal Control System

The internal control is the constantly operating process on the all management levels of the Group, aiming to reduce the risks, meet the legislature requirements for deals and transactions, and present the full and authoritative reports to the shareholders and other interested persons. 

The Auditing Commission of OJSC GAZ and Internal Audit Function of LLC GAZ Group MC are responsible for assessment of efficiency of GAZ Group Internal Audit Function.

Auditing Commission

The Auditing Commission is a supervising body, performing the functions of the internal control of the finance and business operations of OJSC GAZ, its management bodies, divisions and services, branches and representative offices.

In its activity the Auditing Commission follows the legislature of the Russian Federation, Charter of OJSC GAZ, Provision on Auditing Commission and other internal documents of the Company approved by the general meeting of shareholders related to the Auditing Commission’s activity.
The Auditing Commission performs its duties in form of inspections: one obligatory inspection of finance and business operations following the results of the year and extraordinary ones. On the basis of the inspection of finance and business operations of the Company the Auditing Commission makes a resolution, containing the conformation of the authentic data in the reports and other financial documents of the Company and information about violations.

Member of the Auditing Commission in 2009:

Members of the Auditing Commission from 01.01.2009 till 29.06.2009 (dates of holding the annual general meeting of OJSC GAZ shareholders:

· Nataliya Vladimirovna Vasilyeva (Chairwoman)

· Valery Urievich Lenehin

· Irina Viktorovna Smirenina

(elected by the annual general meeting of OJSC GAZ shareholders held on June 27, 2008).

The annual general meeting of OJSC GAZ shareholders held on June, 29, 2009 the following members were elected to the Auditing Commission:

· Nataliya Vladimirovna Vasilyeva

· Andrey Anatolievich Korsanov

· Valdas Laurinavicius.

Internal Audit Function

Internal Audit Function of LLC GAZ Group MC was established with the aim to increase the efficiency of the internal control and risk management of OJSC GAZ and its subsidiaries. 

Internal Audit Function conducts the internal audit and performs other auditing tasks in the Company’s divisions and GAZ Group comprises. Internal Audit Function is guided in its activity by the principles of independence, objectivity, competence and professional treatment of work as well as international professional standards of internal audit and internal auditor's code of ethics.
Functions of IA:

· Evaluation of internal control efficiency in GAZ Group MC LLC, OJSC GAZ and DZO and development of appropriate recommendations based on the evaluation;

· Evaluation of safety and efficiency of IT systems in GAZ Group MC LLC, OJSC GAZ and DZO;

· Providing advisory support to management of GAZ Group MC LLC, OJSC GAZ and DZO in developing plans of corrective actions based on the results of conducted audits, and control of compliance with corrective action plans.

· Providing advisory support to management of GAZ Group MC LLC, OJSC GAZ and DZO on the issues within the competence of IA. 

Director of Internal Audit is a head of Internal Audit Function that reports to the President and responsible to the Audit and Finance Committee to provide the independence and objectivity of the Function.

V. Laurinavicius was Director of Internal Audit of LLC GAZ Group MC in 2009.
External Auditor

In view of ensuring the maximum objectivity and credibility of financial results GAZ Group engages the independent auditor for review and conformation of the annual financial report.

LLC Rosexpertiza was appointed OJSC GAZ auditor by the annual general meeting of OJSC GAZ shareholders held on June 29, 2009. On the basis of the decision of the annual general meeting of OJSC GAZ shareholders OJSC GAZ and LLC Rosexpertiza concluded an agreement.

During the previous year LLC Rosexpertiza provided no not-audit and other services to GAZ Group.

7. Risk Management

Systems of risk management and internal controls

Risk management and building of an effective system of internal controls are two of the priority areas of corporate governance at the Group. Risks are managed by rules and regulations approved at the level of OOO GAZ Group Management Company that are binding on all the Group’s production divisions. This process covers all of the Company’s activity, and is aimed at identifying and reducing the likelihood and impact of events which could have a negative effect on the Company. These measures provide a reasonable guarantee that the strategic goals of GAZ Group will be met.

Under the current highly volatile macroeconomic conditions, the Company is exposed to a multitude of risks. They are the manifestation of processes and factors over which GAZ Group has little or no control. Accordingly, careful monitoring of external opportunities and threats, effective assessment thereof and risk management are still important components of GAZ Group’s strategy for effective planning of the Company’s business activity.

Industry risks

The situation in the industries directly related to GAZ Group’s business has become much more complicated in connection with the global economic crisis. This has already resulted in an adjustment of development plans at all Group companies without exception, and has highlighted the need for strategic decisions on restructuring of the Group’s business. The success of crisis management measures depends to a great degree on the care taken to track market changes and to quickly make adjustments. 

Thus, it must be said that the Company’s financial and business operations are currently severely impacted by industry risks. The most significant industry risks include: risks related to an overall drop in demand on the market of commercial vehicles in general and in its individual segments; risks related to the fact that car loans and the leasing system are not available to most potential buyers due to high interest rates and tension in the banking sector; risks of further expansion of leading global players and Asian manufacturers on GAZ Group’s key sales markets; and risks of obsolescence of production assets due to the shortage of funds for replacing fixed assets.

Country, regional and legal risks
As before, the most significant risks related to the political and economic situation in the country and regions where the Group does business are a strengthening of competition on the part of world automobile manufacturing majors in their regions of presence, a fall in GDP and the related reduction in the overall demand for GAZ Group’s products. 

Legal risks related to GAZ Group’s business are split into risks of changes in currency regulation, customs control rules and changes to tax legislation. The set of legal risks includes risks associated with a change in court practices on issues related to the company’s business which could have a negative effect on its performance results, as well as the results of ongoing court cases to which the Company is a party. Some of the most important legal risks related to the overall macroeconomic situation are the risks related to an increase in the general level of social tension in the regions of presence of the companies and interests of GAZ Group.

Financial risks

Financial risks remain some of the most serious risks for the company, considering the overall uncertainty and the limitations placed on business by the crisis on the capital markets. Financial risks include risks of fluctuations in interest rates and exchange rates, and risks of stock market instability.

Interest rate risk

Changes in interest rates on the Russian and international markets due to the credit crisis and a downturn in the liquidity of the banking system could seriously impact the cost of borrowings and the terms for raising additional capital. GAZ Group does business in a capital-intensive industry, so changes in the cost of borrowing could have a negative effect on the Company’s development.

Exchange rate risk

The company imports some of its materials and spare parts from European countries, North America and Asia, and exports some of its finished products. Therefore, there is a chance that its profits will suffer from the impact of changes in exchange rates on expected cash flows.

Risks of stock market fluctuations
There is the risk that GAZ Group’s shares will increase in value slower than similar shares on other developing markets. The main reasons for this are the methods for their fair assessment and the current liquidity of the Russian market. There is also the risk of a drop in capital inflow due to the global fall in liquidity, political risks, and the reevaluation of the development prospects of markets, all of which could make it harder to raise cash to finance the Company’s investment projects.
8. Report on the payment of declared (accrued) dividends on the company’s shares

The annual general meeting of shareholders of OAO GAZ was held on 28 June 2009. The following decision was taken at the meeting:

“Due to the lack of net-profit of OJSC GAZ in 2009, there will be no payments on senior and common chares of OJSC GAZ for 2008”.

Declared dividends on the issuer’s shares were not paid in full by the issuer. As of 31 December 2009 dividends in the amount of RUB 467,527,729.44 had not been paid.

Reasons for passing the dividends: nonappearance of shareholders to the authorized agent on dividend payments for cash payments; incorrect (incomplete, outdated) information about account details of shareholders; incorrect (incomplete, outdated) information about mail address of shareholders.
9. Equity capital

Charter and share capital

The largest shareholder in OAO GAZ as at 1 April 2010 was OAO Russian Machines, which holds a 61.05% equity share in charter capital. The other 38.95% of charter capital is distributed as follows:

· 7.29% of charter capital belongs to a wholly owned subsidiary of OAO GAZ – ZAO GAZ-reserve;

·  8.86% of charter capital belongs to another subsidiary of OAO GAZ – OAO Ural AZ;

· 22.80% of charter capital belongs to minority shareholders.

Of the shares belonging to minority shareholders, 29,771 ordinary shares (0.16% of all ordinary shares) are in the ownership of a constituent subject of the Russian Federation and held by the Ministry of State Property and Land Resources of Nizhny Novgorod oblast.
	Structure of equity capital of OAO GAZ
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Source: GAZ Group data
Stock market

During 2008 the principal trend on stock markets in Russia and worldwide was a rapid fall in the share price of the majority of issuers as the result of the real estate crisis and a deepening global financial crisis.

The crisis affected the world automobile industry significantly, including even the major players of this sector. The automobile plants had to consider the enormous decrease in demand for final production, worse credit conditions and non-payments crisis.

In 2009 sales of light vehicles and light commercial vehicles (based on European Business Association Methodology) in the RF will be 1.47 mln. cars, that is 50% less than in 2008. as a result the government developed the special measures to stimulate the demand for the production of the national automobile industry. The automobile plants received the financial support in the form of stats guarantees and dept refinancing in state banks. Moreover, there is a reserve in the budget for 2010 in amount of RUR 10 bln for new governmental program on car sales stimulation, based on the utilization bonus in amount of RUR 500 000. Despite the difficult situation, by the end of 2009 OJSC GAZ capitalization had grown in 2,5 times in comparison with 2008 and reached the amount of RUR 20.2 bln.

	OAO GAZ ordinary share price performance, USD, RTS
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	OAO GAZ preferred share price performance, USD, RTS
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Source: RTS data.
Bond market

A bond issue of OAO GAZ-finance worth RUB 5 billion was placed on 14 February 2006. In accordance with the issue documents, an offer with a deadline of 12 February 2009 was announced. Due to the unfavorable situation which has taken shape on financial markets over the past few months and the limited possibilities to attract bank loans, OOO GAZ-finance could not fulfill its obligations under the offer and turned to investors with a proposal on restructuring.

GAZ Group and ZAO Raiffeisenbank, which is acting as the organizer and consultant on the restructuring, reached an agreement with the owners of 84,46% of the bonds of OOO GAZ-finance worth a total of RUB 4.22 billion. Based on the signed agreements, the Issuer performed a proportional buyout of 10% of bonds from investors who had agreed to the restructuring terms.

The basic terms of the restructuring are:

1) The Issuer performs a proportional buyout of 10% of bonds from investors who had struck a deal on restructuring. The remaining bonds of OAO GAZ will be bought back from investors according to the following schedule: 15% of the issue in December 2009, 10% in March 2010, 20% in both June and September 2010, and 25% in December 2010, according to the procedure stipulated by the offer announced by OAO GAZ.

2) The coupon yield for the 7th through 10th coupon periods has been established at 18% per annum.

3) The Group has assumed additional responsibilities/restrictions on taking out new loans, issue of loans to third parties, provision of guarantees, etc.

10. Net assets of the Company 
Net assets of OJSC GAZ as of 01.01.2010 are RUR 26,929,739 thousand. This index largely exceeds the charter capital of the Company that is RUR 19, 973 thousand.
11. Social policy
GAZ Group is a conscientious employer and an active participant in the country’s socio-economic life. By consistently integrating sustainable development principles into its operations, GAZ Group is creating a foundation for long-term development and stable industry standing. Sustainable development is an integral part of the Group’s strategy.

The Group’s main resource, which it is committed to retaining and expanding, is its highly qualified employees. As a responsible employer, GAZ Group strives to guarantee its employees equality and safe working conditions, and assumes additional responsibility for the well-being and comfort of its employees.
Due to the financial crisis GAZ Group adopted the Anti-Crisis Program. During its implementation in 2009 more than 7000 GAZ Group employees participated in the state retraining program aimed to maintain the employment protection in sales decrease conditions.
GAZ Group maintains an active dialogue with its local communities, and is open for cooperation, partnership and interaction. Unquestionably, the operations of a major automobile manufacturing holding have a serious impact not only on the country’s economy, but also on the environment. For this reason, the Group’s priorities include building cars that meet today’s growing environmental requirements, to reduce their negative environmental impact. For example, the Group is working actively to develop production of a new generation diesel engine which reduces hazardous emissions by 60%, and PM emissions by a factor of 18.

The Group also actively participates in the development of the areas of its presence, and the implementation of significant economic and social programs.

GAZ Group is striving to ensure the high quality of its products for consumers in today’s changing economic conditions. This is one of its unchanging strategic priorities.

Social Protection

GAZ Group provides top its employees the enlarged social package that includes a non-State pension fund, medical service, housing financing.

GAZ Group implements the additional pension insurance program as a long-term incentive tool.

All GAZ Group employees receive the obligatory medical insurance. The Company concludes the agreements with prevention and treatment facilities about clinical outpatient service, preliminary and regularly medical examinations, preventative measures against epidemic diseases (immunization). Health resort treatment is organized on the basis of collective agreements. Voluntary health insurance (OJSIC “Ingosstrakh”) is available for the employees of the subsidiaries under the working contract.

GAZ Group provides the additional benefits to its employees in form of meal dotation, housing financing, other compensations.

12. Government Relations
GAZ Group GR activities are based on the principles of social responsibility and the applicable laws and regulations. 

GAZ Group companies and plants based in 10 RF regions consider it very important to work and cooperate with the regional authorities in order to improve the local social environment. 

The RF regional and municipal authorities and administrations, law enforcement ministries and agencies, state-supported health-care and education organizations and institutions are the key customers of the GAZ Group products that meet the most important social needs and requirements which ensure stable functioning of the infrastructure, good health and consistent living standards of the people as well as a high level of social and economic development of the regions.

It is essentially important for GAZ Group to participate in the development and state-supported programs aimed of further development of the national automotive industry. 

The Supervisory Board at the OJSC GAZ Board of Directors is responsible for effective cooperation with the federal and regional authorities, research and scientific centers, industrial and trade union organizations in terms of improving the legislative foundation, development of high-tech processes and social policy in the automotive sector. 

13.  Information on interested-party transactions:

	Indicator
	Reporting period

	Number and total value of the interested-party transactions concluded during the reporting period that required approval by the executive body of the issuer, number/RUR
	251 for 
RUR 3, 422, 913, 858 


	Number and total value of the interested-party transactions concluded during the reporting period that were approved by the general shareholders meeting, number/RUR 
	___

	Number and total value of the interested-party transactions concluded during the reporting period that were approved by the Board of Directors (Supervisory Board) of the issuer, number/RUR 
	___

	Number and total value of the interested-party transactions concluded during the reporting period that required approval but were not approved by the executive body of the issuer, number/RUR
	251 for 
RUR 3, 422, 913, 858 



Information on interested-party transactions is presented in Annex 1.

14. Major transactions concluded in 2009 

The loan debt increase in 2009 was the result of the necessity to provide the plants with working capital and to cover the cash gaps caused by unstable sales revenue. The source of additional funding was in-house loan provision inside the GAZ Group in view of the unstable situation on the financial market.

The insignificant increase of the debts under the credits granted by commercial banks was the result of the exchange rate difference charges on the credits in Euro and USD. The credit portfolio remain the same throughout 2009 due to the policy pursued by the OJSC GAZ executive body aimed at ensuring agreement from the creditor banks to long-term restructuring of GAZ credit debts. The methods GAZ used to manage its credit portfolio helped to avoid the cash outflow and prevent court claims on credit debt repayment on maturing.

The main tool used to settle the problems with banks was short-term restructuring of the principal debt for the purposes of completing the process of the OJSC GAZ credit portfolio restructuring. In view of the short-term nature of restructuring, the short-term debts consequently grew by the end of the year from RUR 7 837 M up to RUR 13 349 M through reduction of the long-term portion from RUR 5 038 M down to RUR 1 626 M.

In spite of the difficulties in financial activities and of the production fall in 2009, OJSC GAZ managed to fulfill its obligations to pay the accrued current interest on the commercial banks’ credits in the amount of over RUR 1 113 M by the end of the year.
At the end of July 2009, agreement was reached with all the creditors and syndicated credit agreements were signed. These agreements stipulated that OJSC GAZ might take credits to repay current principal debts for 5 years with the privileged period for principal debt repayment of 2 years and for interest payment of 6 months. The possibility to take syndicated credits was the main achievement in credit portfolio management in 2009. 

The OJSC GAZ Board of Directors approved the following terms and conditions of the credit agreements between OJSC GAZ and the creditor banks syndicate:

Date of transaction: 31.07.2009
Type and subject of transaction:
Type: credit agreement
Subject: credit in the amount of RUR 6.987.500.000 (six billion nine hundred eighty seven million five hundred thousand).
Essence of the transaction including the civil rights and obligations to be set, changed or terminated by the transaction:
Credit amount: RUR 6.987.500.000 (six billion nine hundred eighty seven million five hundred thousand).
Credit period: 5 (five) years; repayment – quarterly payments starting from Q3 2011.
Interest rate: Rate of the RF Central Bank plus 4% of annual interest, but not less than 17% of annual interest till 01.01.10, with possible annual revision by decision of the creditor banks syndicate (plus or minus).
Target: repayment of the credits granted to OJSC GAZ by the creditor banks for principal production activities and capital investments.
Maturity: 1825 days/30.07.2014
Parties and beneficiaries: Creditor banks syndicate (RF Sberbank, Raiffeisenbank, Absolute Bank, VTB Bank, Gasprombank, Royal Bank of Scotland, Credit Europe Bank, Unicredit Bank, Societe Generale Vostok Bank, Guarantee Bank-Moscow, Barclays Bank, Alfa-Bank, Uralsib Bank, Petrocommerz, HSBC Bank)
Amount of transaction in monetary terms: 6 987 500 000
Currency: RUR
Amount of transaction in percent of the value of the issuer’s assets: 13.66
Value of the issuer’s assets as of the end of the reporting period (quarter, year) precedent to the transaction date confirmed by the accounting statement as per the RF laws: 51 142 197 000
Transaction approval
Management body of the issuer that approved the transaction: OJSC GAZ Board of Directors
Date of approval: 27.07.2010
Date of minutes: 27.07.2010
Minutes No: no number
Date of transaction: 31.07.2009
Type and subject of transaction:
Type: credit agreement
Subject: credit in the amount of RUR 7.722.090.457 (seven billion seven hundred twenty two million ninety thousand four hundred fifty seven).
Essence of the transaction including the civil rights and obligations to be set, changed or terminated by the transaction:
Credit amount: RUR 7.722.090.457 (seven billion seven hundred twenty two million ninety thousand four hundred fifty seven).
Credit period: 5 (five) years; repayment – quarterly payments starting from Q3 2011.
Interest rate: Rate of the RF Central Bank plus 4% of annual interest, but not less than 17% of annual interest till 01.01.10, with possible annual revision by decision of the creditor banks syndicate (plus or minus).
Target: repayment of the credits granted to OJSC GAZ by the creditor banks for principal production activities and capital investments.
Maturity: 1825 дней/30.07.2014
Parties and beneficiaries: Creditor banks syndicate (RF Sberbank, Raiffeisenbank, Absolute Bank, VTB Bank, Gasprombank, Royal Bank of Scotland, Credit Europe Bank, Unicredit Bank, Societe Generale Vostok Bank, Guarantee Bank-Moscow, Barclays Bank, Alfa-Bank, Uralsib Bank, Petrocommerz, HSBC Bank)
Amount of transaction in monetary terms: 7 722 090 457
Currency: RUR
Amount of transaction in percent of the value of the issuer’s assets: 15
Value of the issuer’s assets as of the end of the reporting period (quarter, year) precedent to the transaction date confirmed by the accounting statement as per the RF laws: 51 142 197 000
Transaction approval
Management body of the issuer that approved the transaction: OJSC GAZ Board of Directors
Date of approval: 27.07.2010
Date of minutes: 27.07.2010
Minutes No: no number
15. Contact information
OJSC GAZ
Address: Lenin Pr. 88, 603004 Nizhny Novgorod

Tel/fax: (831) 299-09-09

Information about Managing Company

Limited Liability Company “GAZ Group Managing Company”

Address: Lenin Pr. 88, 603004 Nizhny Novgorod

Tel: (831) 299-09-90

Fax: (831) 299-09-99
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Structure of GAZ Group and its subsidiaries
as at 31.08.2009
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