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Mostotrest LAsH

Meeting with new management

« Earlier this week, representatives of Sovlink met with
Mostotrest’s new management. During an open dialogue, a
number of significant questions were discussed concerning the
company’s current—and future—projects. The new management
team, led by General Director Vladimir Vlasov, was installed by
SeverstalTrans, and was largely responsible for the turnaround
at Kolomna Diesel. This plant—previously owned by
SeverstalTrans—is now a part of Transmashholding.

« We highlight the following points, which are significant for
investors:

1. Management’s 2006 revenue forecast coincides almost exactly
with our previous anticipations. Mostotrest expects turnover of
Rb 14 bn ($524 mn), which is in line with our forecast of
$517 mn.

2. The company is in the process of reforms across its entire
business—from the structure of raw material supply to bank
accounts at its regional subsidiaries. Management expects a
seasonal decrease of cashflow quality over the next six months,
which is the reason why high profits are not expected.

3. Mostotrest’s management confirmed that the company and
Sistema-Hals (a subsidiary of AFK Sistema) are going to create a
joint-venture. It is expected that the companies will jointly
control more than half of the Moscow bridge and road
construction market.

4. Management named raising the company’s capitalization and
transparency as strategic objectives.

5. The new management team has implemented a set of
structural changes to cut expenses and improve the company’s
business. An example of these changes is the centralization of
the company’s raw materials supply system. Moreover, the
company’s regional branches will eliminate superfluous bank
accounts.

» The most important item we can highlight is new management

team’s readiness to have a dialogue with investors, and placing
an increase in capitalization and transparency as key tasks.
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+ According to new management forecasts, net income will be $0.5 mn in gMo6—compared
to a net loss in 1tHo6—and we expect net profit could reach $5 mn for the full-year.
Management expects full-year revenues of 14 bn rubles ($524 mn), which is in line with our
forecast of $517 mn.

» Considering the low level of income received by the company in 9M06, we revise previous
annual net income forecast to $5 mn, from a net loss. The company is in the process of
internal modifications that concern a wide range of processes—from materials sourcing to
bank accounts. Management expect a decrease in quality of cashflows during the next six
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month, which is why high profits are not predicted. We do not have a clear net profit
forecast, and believe that at the end of the year Mostotrest will post a small profit.

» Mostotrest’s management expects turnover to rise to 20 bn rubles ($749 mn) in 2007,
suggesting 43% growth over 2006. The company is aiming for pre-tax profit of 2 bn rubles
($74.9 mn) for the year.

« The Mostotrest-Sistema-Hals joint-venture could have synergies, as Sistema-Hals owns
00O Organizator, the general contractor for all large infrastructure construction in
Moscow. Organizator is currently allocating contracts for the building of Krasnopresnensky
Prospekt, where Mostotrest is one of the builders.

« Together with Sistema-Hals, Mostotrest intends to take part in one of the biggest Moscow
projects—Moscow-City. Management also expects to work on the Moscow-St. Petersburg
highway, the reconstruction of Leningradsky Prospekt in Moscow, and the ring road in
St. Petersburg.

« Strategic tasks for Mostotrest’s new management are raising the company’s market
capitalization and increasing its transparency. However, given the restructuring going on
company-wide, we do not expect to see solid results from this before 6—12 months from
you. The centralized purchasing system is one step in the restructuring which has already
taken place. Management expects up to 50% of company’s purchase to be centralized this
year, and up to 70% in 2007. As a result, the company expects to save up to 15% on
expenses. Also, the company is working on simplifying the banking system with its
subsidiaries by allowing each regional subsidiary to have only one account at Sberbank, to
make transfers between the parent company and its subsidiaries easier.
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STOCK RATING POLICY

STRONG BUY: Target price offers upside of over 100%; confidence level — high

STRONG BUY (SPEC): Target price offers upside of over 100%; confidence level — low

BUY: Target price offers upside of between 25% and 100%; confidence level — high
BUY (SPEC): Target price offers upside of between 25% and 100%; confidence level — low
HOLD: Target price offers upside of less than 25%

SELL: Target price at or below current price levels

SOVLINK LLC
Tel.: +7 495 967 1300
Fax: +7 495 967 1311

Kremlin Embankment 1, building 2,
Moscow 119019, Russia
www.sovlink.ru
research@sovlink.ru

©2006 Sovlink LLC. The information in the enclosed Report (the “Information”) is not an advertisement for any security or particular issuer and should not be interpreted as
such. The Information is intended solely for the personal use of Sovlink LLC’s clients or other parties pre-agreed to with Sovlink LLC. The Information is not intended for use
by citizens of the USA or legal entities registered in the USA. Nothing contained in the Information is, or should be interpreted as being information intended for an
undetermined audience.

The Information is exclusively of an informational/analytical nature, and should not be interpreted as a recommendation to take any particular investment action. The
Information should not be relied upon as a justification for the execution of any transactions, and should not be referred to as such. Sovlink LLC takes no responsibility for any
actions taken on the basis of the Information. The enclosed Report does not contain an offer or an invitation to make an offer to buy or sell any securities or any options, futures
or other derivatives related to such securities.

This Report does not have regard to any specific investment objectives, financial situation and the particular needs of any specific person who may receive this Information.
Investors should seek financial advice regarding the appropriateness of investing in any securities mentioned and should understand that statements regarding future prospects
may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Accordingly, investors
may earn less than originally invested. Past performance is not necessarily a guide for future performance. Foreign currency exchange rates may adversely affect the value, price
or income of any security mentioned in the Report. Please bear in mind that investment activity in emerging markets is very risky, and investors should conduct their own due-
diligence prior to making an investment decision.

The individual(s) responsible for the preparation of this Report (the Author(s)), or Sovlink LLC may hold short- and long-term positions in any of the securities mentioned in
the Report, and may take part in investment activities with companies mentioned in the Report.

In preparing this Report, the Author(s) assumed that the issuers mentioned in the Report disclose information in the amount and under the procedure stipulated by the securities
legislation of the Russian Federation for issuers who publicly place securities.

This Report and the Information is based exclusively on publicly-available information, which is deemed to be reliable, however Sovlink LLC makes no representation that this

Information is accurate or comprehensive, and it should not be relied upon as such. Sovlink LLC makes no representation that this Report has been released to all readers
simultaneously, nor that Sovlink LLC will update this material on a regular basis, or that it will correct inaccuracies contained in this Report.
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