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CEO’S
STATEMENT

“SITRONICS HAS A LARGE SET OF COMPETENCIES, A HIGHLY PROFESSIONAL TEAM,
A COMPETITIVE PRODUCT PORTFOLIO, AND SUCCESSFUL EXPERIENCE
OF LARGE-SCALE PROJECTS IMPLEMENTATION IN RUSSIA AND ABROAD,
WHICH ALLOWS US TO BE A RELIABLE PARTNER OF THE GOVERNMENT IN THE
COURSE OF BUILDING AN INNOVATIVE RUSSIA.”

SERGEY ASLANIAN
President and Chief Executive Officer of JSC SITRONICS
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STATEMENT

Dear Shareholders, Clients and Partners,

The 2009 year has proved we had picked the right strategy. Our company has confidently made it through that difficult
time for the economy. The input we have made into the development of Russian ICT market was appreciated and
recognized by the Company of the Year 2009 National Award granted to SITRONICS in the Hi-Tech category.

Overall the year results met our expectations. Despite of GDP reduction by 7.9% and the 45% ICT market decline
(according to IDC), SITRONICS revenues only decreased by 14% at constant exchange rates.

Our objectives in 2009 included the reinforcement of company current positions, disposal of low-margin and capital-
intensive businesses, as well as promotion of our products and services in new regions and industrial markets. We
have fully benefited on the opportunities provided by the developing information and communication technology
market.

Today our business is based on three development vectors: SITRONICS acts as a primary technological partner of
the government, as an IT company with focus on telecommunication market and as a leader in development and
introduction of new products and technologies.

We have established a joint venture to launch 9o nanometer microchip production with the Russian Corporation of
Nanotechnologies. SITRONICS is becoming the absolute leader in microelectronics, being the cornerstone of entire
industry revival. That is a large-scale objective and we have practically taken up the position of the key partner of the
Russian government in the industry. We continue working on a number of other innovative projects in which SITRONICS
has proved its expertise. Among those projects is the Electronic Government program that has been launched in
Bashkortostan. SITRONICS won a tender to create a pan-Russian public crisis information system for the Russian
Ministry of Civil Defence, Emergencies and Natural Disaster Management.

In 2009 we have entered new geographic markets, began cooperation with such majorinternational companies as MTS
India, Etisalat (UAE), MAXIS (Malaysia), and established subsidiaries in India, Bashkortostan and Armenia. In financial
sector SITRONICS signed contracts with such key players as VTB24 and Sberbank of Russia. In telecommunication
sector we began cooperation with MegaFon, the third-largest mobile operator in Russia. As the result SITRONICS has
become the supplier of nearly 40% of all SIM cards in the CIS countries.

SITRONICS has expanded and strengthened its working relationships with such global manufacturers as Cisco,
Microsoft, HP, IBM, Oracle, Sun, Hitachi. The development of partnerships and building up of competences portfolio
on the international level enables us to promote advanced technology in the emerging markets and be proactive as a
national manufacturer in many areas of Russian economy.

In 2009 the President and the Government of Russian Federation set the task of the economy transformation into an
innovative development model. SITRONICS has a large set of competencies, a highly professional team, a competitive
product portfolio, and successful experience of large-scale projects implementation in Russia and abroad, which
allows us to be a reliable partner of the government in the course of building an innovative Russia.

I would like to thank our shareholders and clients for their confidence in us and their lasting cooperation. SITRONICS
is one of the largest ICT companies in Eastern Europe and the industry leader in Russia and the CIS. While moving
forward in compliance with our long-term strategy, we will continue to consolidate our efforts to develop successful
products and services that are in high demand in the most dynamic markets all over the world.

SERGEY ASLANIAN
President and Chief Executive Officer of JSC SITRONICS

WWW.SITRONICS.COM 3
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2009 MILESTONES

FEBRUARY

An over $18 million billing solution contract was signed with
MTS Uzbekistan, the leading Central Asia mobile network
operator.

MARCH
Full discharge of the obligations to redeem the company
RUB 3 billion bond issue under the offer.

Visa International and MasterCard International payment
systems certificates were obtained for the full production
cycle of the entire range of bank cards.

APRIL

SITRONICS sold IT distribution business (30% of revenue
in 2008) in line with its strategy of exiting low-margin and
capital-intensive operations; the business was sold to Mel-
rose Holding.

According to the RA Expert rating agency, SITRONICS was
recognized as the largest IT-company of 2008 in Russia.

A new subsidiary, Sitronics India, was set up.

SITRONICS signed two contracts with Sistema Shyam Tele-
Services Ltd., the pan-Indian telecommunications opera-
tor, to deliver, deploy and service its CRM and Billing Sys-
tem. The contracts amount to $ 64.2 million in total, and
are expected to be implemented within three years.

An $85 million radio-relay equipment supply contract and
a $3 million RUIM card supply contract were signed with
Sistema Shyam TeleServices.

May

A data processing center was put into service for the Det-
sky Mir company, the largest Russian children’s products
retailer.

An IT-infrastructure upgrade project for 39 regional
branches of the First Ukrainian International Bank (a top-
10 Ukrainian bank) was completed.

JUNE

The company announced a newest product for telecommu-
nication operators, named OmniMAX which is an innova-
tive WiMAX access solution enabling broadband wireless
services to fixed, nomadic, portable and mobile end us-
ers.

Jury
The company won a tender for supplying banking cards
with magnetic stripe to VTB24.

ITinfrastructure was put in place to provide a billing plat-
form for FRESHTEL, which is Ukraine’s first 4G mobile ope-
rator.

SEPTEMBER
SITRONICS’ 3 billion rubles of bonds were included in the
Bank of Russia’s Lombard List.

According to the Deloitte rating, SITRONICS Information
Technologies ranked among the TOP-500 leading Central
and Eastern European companies.

The company won a tender to deliver Visa and MasterCard
chip bank cards during a three year period for Sberbank of
Russia.

A new subsidiary, SITRONICS Armenia, was set up.

OCTOBER

Russia’s Prime Minister Vladimir Putin visited the SITRO-
NICS Zelenograd microelectronics production facility. The
Prime Minister witnessed the signing of an investment
agreement with Russian Corporation of Nanotechnolo-
gies (RUSNANO) to set up production for 9o nanometre
microchips.

A $3.8 million three-year IT-infrastructure technical sup-
port contract was signed with Warid Telecom, a leading
African telecommunication services provider.





















G9va3MgbGlri t UdGhlIGxhdGVzdCBObyBzdWNjdW1ilHRvVIHR0oZSBnZW8tb
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CLBhdGVudGx5IEFwcGxlLIGR1ZyB1cCBhbiBBcHBsZSBwYXRlbnQgYXBwbGLljYXRpb24gVGh1cnNkY
XkgZm9ylGEgc29jaWFsLW5ldHdvemtpbmcgc2VydmljZSBjYWxsZWQgaUdyb3VwcyB0aGFO0IHVzZ
XMgZ2VvZ3JhcGhpYyBsb2NhdGlvbiBKYXRhIHRVIGNvblY3QgaVBob25lIGFuZCBvdGhlciBtb2Jpb
GUtZGV2aWNLIHVzZXJzLg0KaUdyb3VwcyB3b3VsZCBsZgZnJpZW5kIGdyb3VwcyBhdHRlbmRp
bmcgYW4gZXZlbnQgdG8gc3RheSBpbiBOb3VjaCBhbmQgccmUgaWbmb3JtYXRpb24gaW4gem
VhbCB0aW1LLiBJZiB0aGFOIHNvdW5kcyBmYW1pbGlhciBpdCGJLY2F1c2Ugc2ltaWxhciBnZW8tb
AgbW9yZSBmcm VxdRm91cnNsdWFyZSwgR293YWxsYSwgV2hyc
mwsIExvb3BOLCBhssDFf8gb3RoZXJzLiBBY2NvecmRpbmcgdG8gdGhlIHBhdGVud8d88sDBgaUdb3
VwcyBpcyBhIGWZmZXJlbnQgdW5kZXJuZWF0aCwg aG93ZXbG
UncyBNb2JpbGVNZSBzZXJ2aWNILCBpR3JvdXBzIHVzZXJzIHdobyBkb24ndCBoYXZLIEdQUyBvbiB
0aGVpciBwaG9uZSBjYW4gc3RpbGwgcGFydGljaXBhdGUgaW4gdGhlLIHNOcmVhbSBvZiBpbmZvem1
WFkbmVzcyBncmlwcGluZyB0aGbW9iZW50IHNwWYWNLUHJpZ2h01G5vdy4NCIBhdGVudGx5IEF
wcGxlLIGR1ZyB1cCBhbiBBcHBsZSBwYXRlbnQgYXBwbGLljYXRpb24gVGh1cnNkYXkgZm9yIGE
gc29jaWFsLW 5mcgc2VydmljZSBjYWxsZWQgaUdyb3Vwcy
B0aGFO0IHVzZXMgZ2VvZ3JhcGhpYyBsb2NhdGlvbiBkYXRhIHRVIGNvbm5lY3QgaVBob25LIGFu
ZCBvdGhlciBtb2JpbGUtZGV2aWNLIHVzZXJzLg0KaUdyssb3VwcyB3b3VsZCBsZXQgZnJpZW5k

IGdyb3VwcyBhdHRlbmRpbmcg YW4gZXZlbnQCBO0aW1LLiBJZiB0aGOIHNv
dW5kcyBmYW1pbGlhciBpdCdzIGJLY2F1c2Ugc2ltaWxhciBnZW8tbG9jYXRpb24gYXBwcyB0aG
F 0IGhUHNhbWUgdGhpbmcgYXJUIHBvcHBpbmcgdXAgbW9

yZSBmcmVxdWVudGx5LSThcHBzIGxpa2UgRm91cnNxdWFyZSwgR293YWxsYSwgV2hycmwsIE
xvb3BOLCBhbmQgb3RoZXJzLiBBY2NvcmRpbmcgdG8gdGhlIHBhdGVudCwgaUdyb3VwcyBpcy
BGJpdCBkaWZmzZXJlbnQgdW5kZXJuZWF0aCw gaG93ZJ
G9uZSBjYW4gc3RpbGwgcGFydGljaXBhdGUgaW4IHNOcmVhbSBvZiBpbmZvem1hdGlvbiBzaG
FyaW5nlHdpdGgginZpcnR1YWwgR1BTLCIgYWJkaW5nIHRVIHRoZSBwYXRlbnQuG9va3MgbGl
rZSBBcHBsZSBtYXkgYmUgdGhliIGxhdGVzdCBObyBzdWNjdW1ilHRVIHRoZSBnZW8tbWFkbmVzcyB
ncmlwcGluZy B0aGUgbtZWS50IHNWYWNUHJpZ2h0lIG5vdy4NCIBhdGVudGx
SIEFwcGxlLIGR1ZyB1cCBhbiBBcHBsZSBwYXRlbnQgYXBwbGLljYXRpb24gVGh1cnNKkYXkgZm9yIGEg
11ZXJzLg0KaUdyb3VwcyB3b3VsZCBsZXQgZnJpZW5klIGdyb3VwcyBhdHRIbmRpbmcgYW4gZX
ZlbnQgd3RheSBpbiBOb3VjaCBhbmQgc2hhcmUgaW5mb3JtYXRpb24gaW4gecmVhbCB0aW1LL
iBJZiBOOIHNvdW5kcyBmYW1pbGLlhciBpdCdzIGJLY2F1c2Ugc2ltaWxhciBnZW8tbG9jYXRpb24gY
XBwcyBIGFjY29tcGxpc2ggdGhlIHNhbWUgdGhpbmcgYXJUIHBvcHBpbmcgdXAgbW9yZSBm
cmVxdWdGx5LSThcHBzIGxpa2UgRm91cnNxdWFyZgR293YWxsYSwgV2hycmws|Exvb3BOLC
BhbmQgoZXJzLiBBY2NvcmRpbmcgdG8gdGhlIHBhddCwgaUdyb3VwcyBpcyBhlIGJpdCBka
WZmZXJnQgdW5SkZXJuZWF0aCwgaG93ZXZlci4gVXNcgQXBwbGUncyBNb2JpbGVNZSBzZX
J2aWNILpR3JvdXBzIHVzZXJzIHdobyBkb24ndCBoYXZLIUyBvbiB0aGVpciBwaG9uZSBjYW4g
c3RpbGwgcGFydGljaXBhdGUgaW4gdGhlIHNOcmVhbSBvZiBZvem1hdGlvbiBzaGFyaW5nlHdpd
GgginZpcnR1TYWwgR1BTLCIgYWNjb3JkaW5nIHRVIHRoZSBwYlbnQuTG9va3MgbGlLrZSBBcHBsZ

CORPORATE
GOVERNANCE

SBtYXkgYmUgdGhlIGxhdGVzdCBObyBzdWNjdW1ilHRVIHRoZSBnZW8tbWFkbmVzcyBncmlwcGluZ
yB0aGUgbW9iaWxILWRIdmVsb3BtZW50IHNwYWNLUHJpZ2h0IG5vdy4NCIBhdGVudGx5IEFwcGxLIG
R1ZyB1cCBhbiBBcHBsZSBwYXRlbnQgYXBwbGLjYXRpb24gVGh1cnNkYXkgZm9yIGEgc29jaWFsLW
5ldHdvemtpbmcgc2VydmljZSBjYWxsZWQgaUdyb3VwcyB0aGFOIHVzZXMgZ2VvZ3JhcGhpYyBsb2N
hdGlvbiBKYXRhIHRvIGNvbm5lY3QgaVBob25LIGFuZCBvdGhlciBtb2JpbGUtZGV2aWNLIHVZzZXJzLg0
KaUdyb3VwcyB3b3VsZCBsZXQgZnJpZW5kIGdyb3VwcyBhdHRIbmRpbmcgYW4gZXZlbnQgdG8gc3
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GENERAL MEETING OF SHAREHOLDERS

The General Meeting of Shareholders is the supreme
management body of the Company that operates in
compliance with the Company Articles of Incorporation,
company internal documents approved by the General
Meeting of Shareholders, and laws of the Russian Fe-
deration. The General Meeting of Shareholders is respon-
sible for the election of the Board of Directors’ members
who, in their turn, are responsible for daily supervision
and strategic management over the executive manage-
ment of the company.

The General Meeting of Shareholders is convened by
the Board of Directors at least once a year. The company
held three General Meetings of Shareholders in 2009.

The Annual General Meeting of Shareholders is held no
sooner than two months and no later than six months af-
ter the end of the preceding fiscal year. The agenda of the
meeting includes election of the Board of Directors for the
next year, approval of the Annual Report and accounting
statements, profit distribution including dividend payment,
approval of the Company Auditor, determination of the
number of members, and election of members, forthe Com-
pany Audit Commission, and other important matters.

An Extraordinary Meeting may be convened at the initia-
tive of the Board of Directors, at the request of the Audit
Commission, Company Auditor, as well as at the request
of a shareholder or group of shareholders owning at least
10% of the SITRONICS shares.

BOARD OF DIRECTORS

The Board of Directors ensures the establishment of an
effective organizational structure and Company gover-
nance system, develops the principal strategic and tac-
tical goals and provides for their implementation by the
Company. The Company Board of Directors provides gen-
eral Company management, save for the matters that are
in the competence of the General Meeting of Shareholders
in accordance with the law and Company Articles of Incor-
poration.

There are nine members in the SITRONICS Board of Direc-
tors, including one independent director, elected by the
General Meeting of Shareholders. The SITRONICS Board
of Directors members have the required knowledge of
strategic and financial matters as well as the experience
in business operation in technology and telecommunica-
tion companies.

WWW.SITRONICS.COM

CORPORATE
GOVERNANCE

The SITRONICS General Meeting of Shareholders on
June 30, 2009 elected members to the Company Board
of Directors including eleven people: Abugov Anton, Al-
mog Yuval, Aslanian Sergey, Ballo Anatoly, Boev Sergey,
Buyanov Alexey, Gayev Dmitry, Muratov Denis, Poltevsky
Kirill, Khidasheli David, Hurem Nihad. Boev Sergey was
elected Chairman of the Company Board of Directors.

Thereafter, an Extraordinary General Meeting of Share-
holders was held on September 28, 2009 on the matters of
early termination of powers of the Board of Directors mem-
bers and reelection of the Board of Directors. The General
Meeting of Shareholders decided to reduce the number
of members in the Board of Directors from eleven to nine
people. Almog Yuval and Muratov Denis were not included
in the new Board of Directors.
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MEMBERS
OF THE BOARD OF DIRECTORS

In order to provide efficient operation, the Board of Di-
rectors meets on a regular basis but no more than once
amonth. The Board of Directors held 19 meetings in 2009,
including 4 remote meetings.

Members of the Board of Directors  Membership in the Board Independent
(as 0f 31.12.2009) of Directors Committee Director
Abugov Anton HR and Remuneration Committee No

Committee on Strategy, Takeovers and Mergers

Aslanian Sergey Committee on Investor Relations (Chairman)
Committee on Strategy, Takeovers and Mergers

Ballo Anatoly —
Boev Sergey Budget Committee

HR and Remuneration Committee (Chairman)
Buyanov Alexey Budget Committee (Chairman)

HR and Remuneration Committee
Gayev Dmitry —

Poltevsky Kirill Audit Committee (Chairman)
Committee on Strategy, Takeovers and Mergers (Chairman)

Khidasheli David Audit Committee

Hurem Nihad Audit Committee
Committee for Corporate Behavior (Chairman)

36

No

Yes

No

No

No

No

No

No

SITRONICS
share ownership

0%

0.687%

0%

0%

0%

0%

0%

0%

0.479%
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ABUGOV
ANTON
Member of Board of Directors of JSC SITRONICS,

First Vice President of JSFC Sistema,
Head of Strategy and Development
functional division

In August 2006 Anton Abugov was appointed First Vice-President of JSFC
Sistema.

From 2003 through 2006 Anton Abugov was Managing Director of Rosbank
JSCB and head of the corporate finance administration. Prior to that, he was
a partner at Eurasia Capital Partners, where he supervised Eastern Euro-
pean telecommunication and Russian petrochemical investment projects.

From 1997 through 2006, Anton Abugov served as the Strategic Advisor
for TAIF Group of Companies, a leading Russian financial and industrial
group. He was an advisor for RAO UES of Russia In 1999.

From 1995 through 2002, Anton Abugov served as the Director of the Cor-
porate Finance Department at United Financial Group, where he imple-
mented a number of major projects on attraction of financial resources,
strategic consultation, mergers and acquisitions in different industrial
sectors of Russia and Eastern Europe. Mr. Abugov participated in the de-
velopment of infrastructure and regulatory system for the Russian stock
market in 1995.

Anton Abugov graduated from the Academy of National Economy under
the Government of the Russian Federation.

Anton Abugov was born in 1976.

ASLANIAN
SERGEY

Member of the Board of Directors
of JSC SITRONICS,

President and Chief Executive Officer,
SITRONICS

Sergey Aslanian has been President of JSC SITRONICS since October
2007. In December 2003 Sergey Aslanian was appointed Vice-President
for Information Technology of MTS OJSC. He served as the Vice-President
for Engineering and Information Technology at MTS 0JSC from July 2006.

Sergey Aslanian worked for TNK BP Management OJSC (before —Tyumen
0il Company 0JSC) as the Deputy Head of the Information Technology
unit from 2001 through 2003. He served as a consultation department
manager at PricewaterhouseCoopers (Coopers & Lybrand — until 1999)
from 1997 through 2001.

Sergey Aslanian graduated from the Lomonosov Moscow State University
in 1996.

Sergey Aslanian was born in 1973.

WWW.SITRONICS.COM

MEMBERS
OF THE BOARD OF DIRECTORS

BALLO
ANATOLY

Independent member of the Board of Directors
of JSC SITRONICS from June 2009 through
February 2010,

Member of the Executive Board,

Deputy Chairman of the Bank

for Development and Foreign Economic Affairs
(Vnesheconombank) State Corporation

Since 2007 Anatoly Ballo has been a member of the Executive Board of the
Bank for Development and Foreign Economic Affairs (Vnesheconombank)
State Corporation and Deputy Chairman of Vnesheconombank. From 2005
to 2007, he served as the Department Director, Head of Administration of
Vnesheconombank of the USSR. He was Deputy and Head of Management
of the Foreign Trade Bank OJSC from 2002 to 2005. From 2000 to 2002 he
worked as a consultant for Vnesheconombank of the USSR.

From 1992 through 2000, Anatoly Ballo was gradually making his way up
from being a leading expert manager, then Executive Secretary of the Execu-
tive Board, to becoming Executive Director and Financial Director of the Rus-
sian Project Financing Bank JSCB (Small Business Loan Bank—from 2000).

In 1992 Anatoly Ballo was the Chief Economist at the Central Bank of the RF.
He was the Leading Expert at the State Bank of the USSR from 1991 to 1992.

In 1983, he graduated from the Moscow Financial Institute with a de-
gree in Foreign Economic Relations. From 1983 to 1991 he served as an
economist and research officer at the All-Soviet Union Research and
Development Institute for Scientific and Engineering Information and
Construction Material Industry Economics of the Ministry of Construction
Materials of the USSR.

Anatoly Ballo was born in 1961.

BoOEV
SERGEY

Chairman of the Board of Directors
of JSC SITRONICS,

Vice President of JSFC Sistema,

Head of the “High Technologies and Industry”
operating unit

Sergey Boev received a diploma from the All Union Correspondence Legal
Institute in 1978, graduated from the Moscow Ordzhonikidze Institute of
Management in 1984 and completed coursework in the State Plan of the
USSR in 1988.

From 1971 to 1999, he worked at the A. L. Mints Radio-Technology In-
stitute. He started as an assistant mechanic and worked his way up to
become the institute’s General Director. In 2000, he became General Di-
rector and a member of the Board of Directors at Radio-Technology and
Information Systems Concern.In February 2008, he became Sistema’s
Vice President for Development of Focused Programs and Non-Public As-
sets.

Since march 2009 —Member of Board of Directors JSC SITRONICS.

Sergey Boev was born in 1953.
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MEMBERS

OF THE BOARD OF DIRECTORS (continue)

Buyvyanov
ALEXEY

Member of Board of Directors of JSC SITRONICS,

Senior Vice President of JSFC Sistema,
Head of Financial functional division

He graduated in 1992 from the Moscow Physics and Engineering Insti-
tute (MPEI) specializing in applied mathematics and physics and was
an intern researcher at the Institute of Mechanics Problems (IMP) of the
Russian Academy of Sciences from 1992 to 1994. Mr. Buyanov joined Sis-
temain 1994 and occupied various posts at the Property Group until 1995
when he was appointed Head of Administration at Sistema-Invest, later
becoming Vice President in 1996 and First Vice President in 1997. He also
served as Vice President of MTS from 1998 to 2002. Also in 2002, he was
appointed Vice President of Sistema and Head of the Financial Restruc-
turing Department.

Later that year, Mr. Buyanov became First Vice President and Head of the
Finance and Investment Group. He is also a Member of the Board of the
following companies: MTS, MBRD, East-West United Bank, Sistema-Hals,
Comstar-UTS.

Alexey Buyanov was bornin 1969.

GAYEV
DMmITRY

Member of the Board of Directors
of JSC SITRONICS,

Head of the Moscow Subway

Dmitry Gayev has been Head of the Moscow Metro since 1995. He was
Deputy Head of the Moscow Metro from 1990 to 1995. He started as an
assistant electric locomotive operatorin 1973 and rose to be the Head of
the Locomotive Depot of the Moscow Railroad.

Dmitry Gayev has been the Chief Designer forthe Muscovite’s Social Card
project since 2001. He was elected Chairman of the Metro Assembly of
the International Union of Public Transport in 2002. He is a Fellow of the
Russian Engineering Academy.

Honors: Honorable Railroader (1989), Honorable Builder (1996), Order of
Honor (1996), Medalin Commemoration of the 850th Anniversary of Mos-
cow (1997), Order of Merit for the Motherland (2001).

Dmitry Gayev graduated from the Moscow Institute of Railroad Transpor-
tation Engineers in 1973. He graduated from the Moscow Management
Institute in 1986, and from the Higher Party School in 1989.

Dmitry Gayev was born in 1951.

38

HUREM
NIHAD

Member of Board of Directors of JSC SITRONICS,

First Vice-President,
Head of “Development of New Products
and Technologies” Division, SITRONICS

Nihad Hurem is the Chairman of the Supervisory Council of SITRONICS
Telecommunication Solutions, Czech Republic a.s.

Since 2007 Nihad Hurem has been First Vice-President for development
of new products and technology of JSC SITRONICS, Advisor to the General
Director of SITRONICS Telecommunication Solutions, Czech Republic a.s.

From 1993 to 2007 Nihad Hurem was General Director, Chairman of the
Board of Directors at STROM Telecom (Czech Republic), SITRONICS Tele-
communication Solutions, Czech Republic a.s. In 2006 he was appointed
Chairman of the Board of Directors at Mediatel CJSC.

Nihad Hurem was a member of the Board of Directors at INTRACOM S. A.
TELECOM SOLUTIONS from 2006 to 2008. He was a member of the Board
of Directors at MGTS OJSC from 2005 to 2006.

He graduated from the Department of Electric Engineering of the Bel-
grade University (Republic of Yugoslavia).

Nihad Hurem was born in 1953.

KHIDASHELI
DAaviD

Member of the Board of Directors
of JSC SITRONICS since March 2009,

Executive Vice-President of the
High Technology and Industry business unit
of JSFC Sistema

Prior to that David Khidasheli held the office of Senior Vice-President of
the World Technology University (UNESCO).

Mr. Khidasheli graduated from the Georgia Polytechnic Institute named
after V.I. Lenin in 1989, with the degree of Engineer and Mechanic. He
completed training at the Manager Training Center of the Georgia Council
of Ministers in 1990. He has been an Academician of the Russian Acade-
my of Cosmonautics since 2001. He received extended education at the
World Technology University, UNESCO, in 2004.

David Khidasheli was born in 1965.
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POLTEVSKY
KIRILL
Member of the Board of Directors

of JSC SITRONICS since March 2009 through
February 2010,

Director of the High Technology and Industry
business unit at JSFC Sistema

Kirill Poltevsky was appointed Director of the Strategy Department of
the JSFC Sistema High Technology and Industry business unit in August
2008. Mr. Poltevsky joined JSFC Sistema in 2001 as Executive Director for
the Strategy and Development Complex. Later on, he continued his ca-
reerworking within the Corporation as Vice-President of Sistema-Venture
0JSC and, later, as First Deputy General Director for Strategy at RTI Sys-
tems Consolidated Group OJSC.

From 1995to 2001 he held management posts in Russian trading and tele-
communication companies.

Kirill Poltevsky graduated from the Chemistry Department of the Lo-
monosov Moscow State University.

He received extended education at the Russian Academy of Econo-
mics named after G.V. Plekhanov and holds a Master of Business
Administration degree. He was engaged in research work from 1991 to
1995 in Texas, USA, at A&M University, as a specialist in the project ti-
tled Life Science, NASA, Lyndon Johnson Space Center, and as a project
manager at The GLOSS Company, an investment company.

Kirill Poltevsky was born in 1968.

2010 CHANGES IN THE BOARD OF DIRECTORS

The Board of Directors underwent changes in the begin-
ning of 2010. As the result of the Extraordinary Meeting of
Shareholders on 02.25.2010, the powers of the Board of
Directors members Ballo Anatoly and Poltevsky Kirill were
terminated. Kozlov Igor and Harter Gregor became mem-
bers of the new Board of Directors.

WWW.SITRONICS.COM

MEMBERS
OF THE BOARD OF DIRECTORS (CONTINUE)

HARTER
GREGOR
Independent Director of JSC SITRONICS,

Vice President of Booz&Company
GmbH Germany

Gregor Harter has held the post of Vice-President of Booz&Company
GmbH Germany since 1993.

Gregor Harter has worked in telecommunication and high technology
companies and held managerial positions at Coopers & Lybrand, IT-de-
partments of DaimlerChrysler, IBM and Industrial Informatics.

He graduated from the Technical University of Karlsruhe, Germany, with a
degree in Computer Engineering.

Gregor Harter was born in 1961.

KozLov
IGOR
Executive Vice President

of “High Technologies and Industry”
Operating Unit of JSFC Sistema

Igor Kozlov has worked for JSFC Sistema since January 2010. From 2006 to
January 2010 Igor Kozlov served at URALSIB Bank OJSC.

From 2003 to 2005 he held the post of Director for Corporate Management
at Gruppa ITPZ CJSC and, later on, Director for Organizational Develop-
ment and Information Technologies at Gruppa ITPZ CJSC.

Igor Kozlov graduated from the Riga Higher Military Aviation Engineering
School named after Y. Alksnis in 1987, and the N.Y. Zhukovsky Air Force
Engineering Academy in 1999 with a PhD in Technical Science.

Igor Kozlov was born in 1965.
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SITRONICS established six Committees of the Board of Di-
rectors, as part of the corporate governance improvement
process, with an objective to oversee, for the benefit of
the SITRONICS shareholders, the principal matters that
may have an effect on the company operation.

The Committees of the Board of Directors are consulta-
tion and advisory bodies intended for problem solution
within the important aspects of the company business.
The Committees’ activity is governed by the Regulations
on the Committees of the Company Board of Directors. The
meetings of the Committees are held separately from the
meetings of the Board of Directors.

Members to the Committees are elected by the Board
of Directors with due consideration of the requirements
specified for committee members, that guarantee the un-
biasedness, except for the benefit of the entire company.
The President can’t be a member of the Audit or HR and
Remuneration Committees.

The decisions are adopted by the majority vote of the
Committee members participating in the meeting. Each
member of the Committee has one vote. The following
information is presented with regards to the Committees
of the Board of Directors and the members thereof as of
December 31, 2009.

AuUDIT COMMITTEE
The Audit Committee provides control, on behalf of the
Board of Directors, over the financial and business opera-
tions of the company.

The principal task of the Audit Committee is to support
the Board of Directors with performance of its controlling
functions over:

The validity of the Company financial accounting,

The effectiveness of the internal control and risk

management system,

The Company compliance with the requirements

of the law and regulations,

The selection of an independent outside auditor

and evaluation of the auditor’s performance,

The performance of the Department of Internal

Control and Audit.

The Audit Committee of the Board of Directors held 10
meetings in 2009.

40

Chairman of the Audit Committee: Poltevsky K. (Koz-
lov |.—since February 2010). Members of the Committee:
Khidasheli D. and Hurem N.

BUDGET COMMITTEE
The Budget Committee develops recommendations for
the Company Board of Directors with respect to the mat-
ters of the Company budget generation, adoption and
monitoring of its implementation. The principal functions
of the Committee are:
Review of the company annual budget (quarterly
breakdown) and consolidated budget of the SITRO-
NICS Group of Companies, as well as the organic
growth investment program;
Evaluation of the budget project feasibility;
Forwarding the budget project for follow-up revision
in case of its insufficient feasibility;
Providing recommendations to the Board of Directors
regarding the approval of the budget project;
Control over the budget implementation.

The Budget Committee held 8 meetings in 2009.

Chairman of the Budget Committee: Buyanov A. Members
of the Budget Committee: Boev S., Zabolotneva M., Usti-
nov D.

COMMITTEE ON STRATEGY,
TAKEOVERS AND MERGERS
The principal functions of the Committee on Strategy,
Takeovers and Mergers are the discussion and analysis,
as directed by the Board of Directors, of the strategic is-
sues,aswellasthe control overthe strategic management
cycle in the Company and its subsidiaries, including:
Approval of the strategic planning techniques, dis-
tribution of the strategic planning roles between the
Company divisions and subsidiaries;
Review, approval of and recommendations to the
adoption of the Company strategy;
Approval of the strategic goals of the Company;
Review of the merger and acquisition deals and major
investment projects of the Company.

The Committee on Strategy, Takeovers and Mergers of the
Board of Directors held 3 meetings in 2009.

Chairman of the Committee on Strategy, Takeovers
and Mergers: Poltevsky K., (Kozlov I.—since February
2010). Members of the Committee: Abugov A. (Madorsky
E.—since February 2010), Aslanian S., Kovalevskaya O.,
Fomichev O.
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HR AND REMUNERATION COMMITTEE
The HR and Remuneration Committee develops recom-
mendations for the Board of Directors on the following
matters:
Staff assignments in the management and control
bodies of the Company and Company subsidiaries;
Motivation and remuneration system for the manage-
ment and control bodies, as well as the employees of
the Company;
Approval of the qualification requirements and prin-
ciples of evaluation for the Company chief executives
and members of the Company Board of Directors.

The HR and Remuneration Committee of the Board of Di-
rectors held 9 meetings in 2009.

Chairman of the HR and Remuneration Committee: Boev S.
Members of the Committee: Abugov A., Buyanov A.

COMMITTEE FOR CORPORATE BEHAVIOR

The Committee for Corporate Behavior develops recom-
mendations for the Board of Directors on the matter of
establishment of an efficient corporate conduct system
at SITRONICS, that will comply with international stan-
dards, foster management efficiency, guarantee protec-
tion of the shareholder rights and interests, and ensure
the increased investment appeal of the Company securi-
ties, rating growth, reduction of borrowing costs and in-
creased efficiency of the Board of Directors interaction
with the SITRONICS management.

The Committee for Corporate Behavior of the Board of Di-
rectors held 4 meetings in 2009.

Chairman of the Committee for Corporate Behavior: N.
Hurem. Members of the Committee: Semenov A., Shma-
kov A., Sherbakov O.

COMMITTEE ON INVESTOR RELATIONS

The Committee on Investor Relations develops recom-
mendations for the Board of Directors on the matter of
establishment at SITRONICS of a system intended to sup-
port the efficient communication with the financial com-
munity and increase the investment appeal of the Com-
pany securities.

The Committee on Investor Relations of the Board of Di-
rectors held 4 meetings in 2009.
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Chairman of the Committee on Investor Relations: Aslani-
anS. Members of the Committee: Arkhipov M., Zabolot-
neva M., Lanina |., Tsarkova N.

2010 CHANGES IN THE COMMITTEES

OF THE BOARD OF DIRECTORS

The Board of Directors Committees underwent changes
in the beginning of 2010. The Extraordinary Meeting of
Shareholders on February 25, 2010, resolved that Ko-
zlov |. be appointed Chairman of the Audit Committee and
the Strategy, Mergers and Acquisitions Committee, and
Madorsky Y. join the Strategy, Mergers and Acquisitions
Committee to replace Abugov A.

INDEPENDENT AUDITOR

In compliance with the laws of the Russian Federation, the
General Meeting of Shareholders of SITRONICS annually
approves an Independent Auditor for auditing the finan-
cial statements of the Company.

SITRONICS approved Paliy and Sons Auditors and Busi-
ness Consultants Company to audit the SITRONICS 2009
financial statements prepared in accordance with the
Russian Accounting Standards. Deloitte and Touche CIS
was approved to audit the SITRONICS 2009 financial
statements prepared in accordance with GAAP.
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| ASLANIAN
SERGEY

President and Chief Executive Officer
of JSC SITRONICS

<

Sergey Aslanian has been President of JSC SITRONICS since October 2007.
Sergey Aslanian was appointed Vice-President for Information Technology
of MTS OJSC in December 2003, and starting in July 2006 he serviced as
Vice-President for Engineering and Information Technology at MTS OJSC.

Sergey Aslanian worked for TNK BP Management OJSC (before —Tyumen
0il Company 0JSC) as the Deputy Head of the Information Technology unit
from 2001 through 2003. He served as a consultation department man-
ager at PricewaterhouseCoopers (Coopers & Lybrand—until 1999) from
1997 through 2001.

Sergey Aslanian graduated from the Lomonosov Moscow State University
in 1996.

Sergey Aslanian was born in 1973.

KHACHATUROV
KONSTANTIN

Vice-President of JSC SITRONICS,
Corporate Development

Konstantin Khachaturov was appointed Vice-President of JSC SITRONICS
for Corporate Development in January 2008.

Konstantin Khachaturovwas head of the IT-Strategy and Processes Division
of the Department of Planning and Cooperation of MTS 0JSC from 2004 to
2006. He was appointed Head of the Technological Strategy Division of the
MTS 0JSC Department of Strategic Planning and Control in 2006.

Konstantin Khachaturov worked as a leading consultant at IBM Eastern Eu-
rope/Asia from 2003 to 2004.

He held the positions of expert, then, leading consultant at Pricewater-
houseCoopers from 1997 to 2002. Expert of the LAN Groups (LVS Groups)
Telecommunication System Department from 1995 to 1997.

Konstantin Khachaturov graduated from the Moscow State University of
Radio Engineering, Electronics and Automation in 1995.

Konstantin Khachaturov was born in 1971.
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KOVALEVSKAYA
OKSANA

Vice-President of JSC SITRONICS,
Strategy

Oksana Kovalevskaya was appointed Vice-President for Strategy of
JSC SITRONICS in October 2008. She served as the Deputy General Direc-
tor for Strategy, M&A at Sistema Mass-Media OJSC from 2006. She was
appointed Executive Director of the Corporate Development Department
at JSFC Sistema in 2004.

Oksana Kovalevskaya worked as the Deputy Sales Manager at NTV-Plus
CJSC from 2002 to 2004.

She served as the Internet Service Manager at the Russian Division of
Sonera (previously Telecom Finland) from 1998 to 2000.

Oksana Kovalevskaya graduated from the Moscow Engineering Physics
Institute (MEPhI) in 1995. She graduated from the University of Michigan
Business School (USA) with an MBA degree in 2002.

Oksana Kovalevskaya was born in 1970.

KRASNIKOV
GENNADY

Vice-president of JSC SITRONICS,

Head of SITRONICS Microelectronic Solutions,
Director of NIIME and Mikron

Gennady Krasnikov was appointed Head of SITRONICS Microelectronic So-
lutions segment of business in September 2005. He has been the Chief
Designer and Research Manager of JSC SITRONICS since 2003.

In the period from 1981 to 2003 he made his way up from engineer at the
Research Institute for Molecular Electronics to General Director of Mikron
plant.

Doctor of Engineering Science, Professor, Fellow of the Russian Academy
of Science, Member of the Council for Science, Technology and Education
under the President of the RF, Winner of the Science and Technology Prize
of the RF Government.

Gennady Krasnikov graduated from the Moscow Electronic Technology In-
stitute with a degree in Automation and Electronics in 1981.

Gennady Krasnikov was born in 1958.
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KRASOVSKY
ALEXANDER

Vice-President of JSC SITRONICS,
Sales

Alexander Krasovsky has been holding the office of Vice-President at
JSC SITRONICS since November 2007.

Vice-President for Business Development of BAC/StepLogic from 2006 to
2007.

Alexander Krasovsky was Head of the Sales Group for Avaya CRM Solutions
in Central, Eastern Europe and the CIS from 2001 to 2005. He was Director
of Avaya Sales in Russia from 2005 to 2006.

Alexander Krasovsky served as the Senior Instructor for Sales in the EMEA
region (Europe, Middle East and Africa) at the Avaya Central European
Headquarters in Vienna, Austria, from 1998 to 2001.

From 1996 to 1998 he held the position of Sales Manager at AT&T (later
renamed to Lucent Technologies) and, after that, at Avaya.

Alexander Krasovsky graduated from the Labor and Social Relations
Academy in 2002 with a degree in Finance and Credit.

Alexander Krasovsky was born in 1974.

LANINA
IRINA

Vice-President of JSC SITRONICS,
Corporate Communications

Irina Lanina was appointed Vice-President for Corporate Communications
of JSC SITRONICS in December 2007.

Irina Lanina was Marketing Communications Director at Huawei Technolo-
gies from 2001 to 2007, Marketing Director at Navision from 2000 to 2001,
Marketing Communications Manager at the Moscow Representative Office
of Novell from 1997 to 2000.

She graduated from the Russian State University for the Humanities
(RSUH) in 1991 with the Administrator degree, and later completed a post-
graduate course at the RSUH.

Irina Lanina was born in 1969.
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MANOS
ALEXANDROS-STERGIOS

Managing Director of INTRACOM TELECOM

Alexandros Manos holds a B.Sc. in Electrical Engineering and a BA in Busi-
ness Economics from Brown University and a M.Sc. in Electrical Engineer-
ing and Computer Science from MIT. Alexandros Manos joined INTRACOM
in 1998. In January 2002, Alexandros Manos joined CONKLIN CORPORA-
TION, an INTRACOM subsidiary in Atlanta, GA, U.S., and was appointed
CEO in December 2002. In March 2004 Alexandros Manos was appointed
General Manager of the Corporate Marketing and International Operations
Service Unit, and in January 2005 Executive Director of the Telecommunica-
tions Systems Sector. In January 2006 Alexandros Manos was appointed
CEO of INTRACOM TELECOM.

Alexandros Manos was born in 1971.

MINKOVSKY
MIKHAIL

Vice-President of JSC SITRONICS,
New Technology

Mikhail Minkovsky was appointed Vice-President for New Technology of
JSC SITRONICS in November 2007 and Technology Architecture Depart-
ment Director at the Corporate Center of MTS 0JSC in 2006. He was head of
the IT-Architecture Department at MTS OJSC from 2004.

Mikhail Minkovsky was in charge of the corporate application infrastruc-
ture implementation at Corio, Inc., CA, USA, from 2001 to 2003 and, later,
at TNK-BP. He served as the Chief Expert and Leading Consultant at Price-
waterhouseCoopers from 1997 to 2001. Mikhail Minkovsky worked at the
Institute of Physics named after P.N. Lebedev, Russian Academy of Sci-
ence, from 1990 to 1997, and a number of IT-companies in the United States
and Russia.

Mikhail Minkovsky graduated from the Moscow Engineering Physics Insti-
tute in 1990.

Mikhail Minkovsky was born in 1967.
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PAvLOVSKY
PAVEL

Vice-President of JSC SITRONICS,

Head of SITRONICS Telecommunication
Solutions

Pavel Pavlovsky was appointed Vice-President and Head of the SITRONICS
Telecommunication Solutions segment of business in February 2008.

Pavel Pavlovsky worked at MTS Group of Companies from 2003. He was
appointed Director of Corporate Development Department Projects of MTS
0JSC in 2003, and Director of Foreign Subsidiary Management Depart-
ment at MTS 0JSCin 2005. He was Vice-President, Director of MTS-Foreign
Subsidiaries business unit from January 2007. He was promoted to Vice-
President and Director of MTS Ukraine in March 2007.

Independent consultant—from 2002 to 2003. Senior Consultant at Mercer
Management Consulting, London—from 2000 to 2002. He worked at A. T.
Kearney, Saint Petersburg, Moscow, a consulting company, from 1995 to
1998, as a consultant and, later, senior consultant.

He graduated from the Saint Petersburg State University with honors in
1993, and received an MBA degree from INSEAD School of Business, Fon-
tainebleau, France, in 1999.

Pavel Pavlovsky was born in 1969.

SHERBAKOV
OLEG

Vice-President of JSC SITRONICS,
Corporate Property

Oleg Sherbakov was appointed Vice-President for Corporate Ownership
of JSC SITRONICS in May 2006. He had worked at state-owned and busi-
ness organizations until 2006. He worked at Sistema-Invest CJSC from
1998 and, after that, at JSFC Sistema.

Oleg Sherbakov graduated from the Law Department of the RF Ministry of
Defense Military Institute in 1994.

Oleg Sherbakov was born in 1971.

A

UREZCHENKO
SERGEY

General Director of JSC Elaks from 2007
to January 2010,

Member of the Executive Board
of JSC SITRONICS

Sergey Urezchenko was appointed President of JSC Kvant and General
Director of JSC Elaks in 2007.

From 2000 he held the positions of Senior Vice-President for Strategic
Development at Uni Trans, a multimodal transport company, then, Advi-
sor at Sheremetyevo International Airport, where he was engaged in the
infrastructure development, including Sheremetyevo-3 Terminal construc-
tion. Later on, he was appointed General Director of Aeroexpress and Vice-
President for Aviation Business at KASKOL Group of Companies. General
Director of Airports of the South LLC from 2006 to 2007.

Sergey Urezchenko worked as a strategic transformations and investment
consultant at PricewaterhouseCoopers from 1995 to 2000.

Sergey Urezchenko graduated from the Moscow Institute of Electronics
and Mathematics (MIEM) with a degree in Applied Mathematics. He took
professional strategic planning, financial management and business eval-
uation training programs.

Sergey Urezchenko was born in 1969.

YASINSKY
VLADIMIR

President of Kvazar-Micro,

Head of SITRONICS Information Technologies

-

Vladimir Yasinsky was appointed as a head of SITRONICS Information
Technologies segmant of business in March 2008. First Vice-President of
JSC SITRONICS, Member of Kvazar-Micro Executive Board —from 2006 to
2007.

Vladimir Yasinsky worked as an Intel products manager at Kvazar-Micro
from 1994 and later was appointed Business Development Director. He
served as the President for Finance at Kvazar-Micro from 2004 to 2006.

He graduated from the Moscow Institute of Physics and Technology in
1995. In 2003 he studied financial disciplines at the Amsterdam Institute
of Finance (Amsterdam, Netherlands).

Vladimir Yasinsky was born in 1972.
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ZABOLOTNEVA
MARINA

Vice-President of JSC SITRONICS,
Finances and Investments

A

i R~

Marina Zabolotneva was appointed Vice-President for Finance and Invest-
ments of JSC SITRONICS in June 2008. She was Vice-President for Finance
and Investments at VAO Intourist from 2006 to 2008.

Marina Zabolotneva served as the Director of Treasury of MTS 0OJSC from
2003, and the Treasurer at Coca-Cola HBC from 2001.

She holds an ACCA certificate and a Russian Professional Accountant cer-
tificate.

Marina Zabolotneva graduated from the Volgograd State University
in 1994, Department of Economics, and after that she completed post-
graduate courses in Economics, Planning and Organization of Manage-
ment, and Accounting and Business Analysis. She completed internship
at the University of Akron (Akron, OH, USA) in 1995.

Marina Zabolotneva was born in 1972.

2010 CHANGES IN THE EXECUTIVE BOARD

The Executive Board underwent changes in the beginning
of 2010. The Executive Board was joined by Melkumov
Vadim and Volpe Boris. Melkumov Vadim replaced Ure-
zchenko Sergey as Vice-President of JSC SITRONICS on
January 28, 2010. Volpe Boris was appointed Vice-Pres-
ident of JSC SITRONICS for Marketing and Business De-
velopment on February 5, 2010. Thus, the number of the
Executive Board members went up from 13 to 14 people.
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MELKUMOV
VADIM

Vice-President of JSC SITRONICS,
General Director of JSC Elaks,

President of JSC Kvant

Vadim Melkumov was appointed Vice-President of JSC SITRONICS and
joined the Executive Board in January 2010. Previously, Vadim Melkumov
was appointed President of JSC Kvant and General Director of JSC Elaks.

Vadim Melkumov was engaged in restructuring of the oilfield service unit
at TNK-BP from 2003 to 2006. He was Director of Mergers and Acquisitions
Department of TNK-BP from 2006 to 2009.

He established and became head of the External Affairs Department at
UFG in 2001, and Director of the Corporate Finance Department of UFG in
2002.

Vadim Melkumov served at Menatep bank and Yukos Company from 1994
to 2001 and was engaged in subsidiary restructuring. He was Assistant
First Deputy Minister of Industry of the RF from 1996 to 1997.

He graduated from the G.V. Plekhanov Russian Academy of Economics in
1995 with a degree in Economics, and from the All-Russia State Tax Acade-
my in 2002 with a degree in Jurisprudence.

Vadim Melkumov was born in 1973.

VOLPE
BoRris

Vice-President for Marketing and Business
Development of JSC SITRONICS

Boris Volpe was Executive Director for Software Sales at IBM Eastern Eu-
rope and Asia from August 2009. He became head of the Marketing De-
partment of the SAP Representative Office in the CIS in 2004, and was
appointed Executive Director of the Russia and CIS company division in
2006.

Boris Volpe worked for Alfa Bank from 2001 to 2004 and was engaged in
the retail business development.

He held the positions of regional director for sales and marketing from
1998 to 2001 at the Russian division of RJR (later renamed to JTI).

Boris Volpe worked as a regional manager at Mars LLC in Novosibirsk from
199510 1997.

He graduated from: the Altai Polytechnic Institute in 1988 with the degree
of Engineer and Mechanic; the postgraduate studies program at the In-
stitute of Structural Macrokinetics of the Russian Academy of Science in
1992; doctoral school at the Institute for Problems of Strength and Mate-
rial Science of the Siberian Branch of the Russian Academy of Science in
1998. Boris Volpe holds a Doctor of Engineering degree. He received an
MBA from the Open University Business School in 2003, and took training
at INSEAD in 2006.

Boris Volpe was born in 1965.
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The SITRONICS shareholder capital amount s
9,547,087, 190 rubles. It is divided into 9,547,087,190 re-
gistered ordinary shares with a nominal value of 1.00 ruble
each. SITRONICS did not issue or offer supplement shares
in 2009. SITRONICS did not issue any preferred shares.

SHAREHOLDER CAPITAL STRUCTURE

The IPO in February 2007 resulted in a placement of
1,675,000,000 registered ordinary shares of the company,
or 17.55% of the charter capital which are into the free float.

17.55% OF THE CHARTER
CAPITAL ARE INTO
THE FREE FLOAT

Sistema JSFC is the largest SITRONICS shareholder which,
asoftheend of2009, held 64.0% of the shareholder capital
directly and through the affiliated companies. The compa-
ny management controls 7.21% of the shareholder capital
through SITRONICS-Management LLC. 7.8% of the shares

SITRONICS LARGEST SHAREHOLDERS
AS OF DECEMBER 31, 2009

64.0%

JSFC Sistema and affiliated ® Melrose Holdings—3.1%
companies —64.0% Other—0.4%
Individual persons —7.8% Free float—17.6%

Sitronics Management—7.2%
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T+o systems

are owned by individual persons. Other3.07% ofthe shares
belong to MELROSE HOLDINGS S.A., which is controlled by
Yevgeny Utkin, former President of SITRONICS.

Asoftheyear-end, 10 largest free-float shareholders owned
13.1% of the shareholder capital.

SITRONICS management is not aware of any shareholders
of the company, that own over 5% in the charter capital,
except for the disclosed.

LISTINGS

Since February 2007, SITRONICS shares have been traded
at Russian regulated stock markets: RTS (RTS Classica
ticker: SITR; T+o ticker: SITRG) and the Moscow Stock Ex-
change (ticker: SITR). Since June 2007, SITRONICS shares
have been listed on the MSE quotation list B, and since
August 2007 —on the RTS quotation list B.

GLoBAL DEPOSITARY RECEIPT (GDR) PROGRAM
SITRONICS shares have also been traded outside of the
Russian Federation. SITRONICS’ global depositary re-
ceipts (GDR) got listed on the London Stock Exchange
(ticker: SITR) in the Main Market in February 2007.
One global depositary receipt corresponds to 50 regis-
tered ordinary shares. The total number of GDRs issued
forordinary shares, as of the end of 2009, was equivalent
to 1,537,477,000 shares (or 30,749,540 GDRs) and 16.1%
of the company charter capital. The depositary program
is carried out by Deutsche Bank. Additional information
can be obtained through the Moscow Office of the deposi-
tary bank: www.db.com/russia.

AMERICAN DEPOSITARY RECEIPT (ADR) PROGRAM
The Company signed a depository agreement with Deut-
sche Bank on June 26, 2009, which had become the basis
for starting up a Level One American Depositary Receipt
Program for SITRONICS shares. One American depositary
receipt corresponds to 50 registered ordinary shares.
Level One ADRs are intended for trading in the US over-
the-counter market.

CAPITAL MARKET AND LiQuUIDITY

In 2009, the total amount of GDR deals was $19.2 million,
and the average trading volume per trading session was
$75.7K.
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Free float
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Average GDR price for 2009

Quote growth for the year

Market capitalization as of the year-end
Trading volume for the year

The SITRONICS GDR value, as per the results of trading on
the London stock exchange, went up 158% over the year
and reached $1.55, as of December 31, 2009. The maxi-
mum SITRONICS GDR closing price over the period was
$2.25 (as of October 09, 2009) and the minimum price
was $0.20 (as of January 26, 2009).

The SITRONICS market capitalization, as of December 31,
2009, reached $296 million.

INVESTOR RELATIONS PoLIcY

SITRONICS Investor Relations Policy is aimed at timely com-
munication to the investor community of complete informa-
tion on the changes significant to SITRONICS, in order to

WWW.SITRONICS.COM

9,547,087,190
Not paid
17.55%

$1.55

$0.92

+158%

$296 million
$19.2 million

establish conditions for fair evaluation of company shares.
The price-sensitive information is communicated to the
market in a timely manner in accordance with the require-
ments of the Russian and British stock market regulators.

SITRONICS has established the Investor Relations De-
partment within its organizational structure, which is in
charge of interaction with shareholders, analysts, poten-
tial investors and other concerned parties. The Investor
Relations Department implements a range of measures
intended to establish maximum transparency and main-
tain communication with the investor community:
Following the results of the quarterly and annual fi-
nancial statements publication, SITRONICS has been
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organizing conference calls and meetings with inves-
tors and analysts.

SITRONICS managers participate in conferences and
forums where they meet with shareholders, portfolio
investors and other investor community representa-
tives. Such contacts allow SITRONICS to get a feed-
back from investors and analysts.

SITRONICS observes the black-out period, during
which road-shows and meetings with current and
potential investors are restricted. This period lasts
at least 15 days until the interim and annual financial
statements publication date.

Private and institutional investors can find all current
information in the Shareholders and Investors section
on the SITRONICS web-site (www.sitronics.ru/share-
holders/).

All shareholders have the opportunity to receive regu-
lar updates on the company operation.

OPTION PROGRAM

SITRONICS started up the JSCSITRONICS top management
stimulation program in 2006 for the purpose of efficient
motivation of the management to increase the company
capitalization. SITRONICS-Management LLC was estab-
lished in December 2005 for starting up the program.

The option program allows the participating managers to
acquire shares for 1/6 of the total amount in four tranches
during each of the years: 2007, 2008, 2009; and 1/2 of the
total amount in 2010, at the price of 1 ruble per share. The
amount of the company registered ordinary shares ac-
quired by the participants as the result of exercising their
option rights from 2007 to 2009, is 2.62% of the Company
charter capital. The managers will be able to dispose of
the acquired shares starting on January 1, 2010.

DIVIDEND POLICY

The SITRONICS dividend policy is based on maintaining
the balance between the interests of the Company and
its shareholders. As the asset value grows, the Company
strives to raise the amount of dividends paid to its share-
holders, based on the net income amount received and
company development needs.

When determining the amount of dividend payments,
the Board of Directors assesses the scope of the planned
investment program and the company need for liquidity
and capital for future expansion, while giving the prior-
ity to the Company shareholders’ interests. The long-term
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policy of the Board of Directors, adopted in December
2005, limits the dividend payment amount to the level
of 2% of the consolidated net income received in the ac-
counting period, subject to other restrictions as stated in
the Russian laws.

At the regular Annual General Meeting of Shareholders
of the Company on June 30, 2009, the Board of Directors
suggested that the dividends would not be paid in the
accounting year 2008. At present, the company mana-
gement is not anticipating any dividend payment earlier
than following the results of the financial year 2010. At the
same time, the results of the company development and
other changes may lead to revision of the policy.
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KaUdyb3VwcyB3b3VsZCBsZXQgZnJpZW5kIGdyb3VwcyBhdHRIbmRpbmcgYW4gZXZlbnQgdG8gc3
RheSBpbiB0b3VjaCBhbmQgc2hhcmUgaW5mb3JtYXRpb24gaW4gecmVhbCB0aW1LLiIBJZiB0aGFOIH
8tbG9jYXRpb24gYXBwcyB0aGFOIGFjY29tcGxpc2ggdGhlLIHNhbWUgdGhpbmcgYXJUIHBvcHBpb
mcgdXAgbW9yZSBmcmVxdWVudGx5LS1ThcHBzIGxpa2UgRm91cnNxdWFyZSwgR293YWxsYSw
gV2hycmwsIlExvb3BOLCBhbmQgb3RoZXJzLiBBY2NvcmRpbmcgdG8gdGhlIHBhdGVudCwgaUd
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bmcgYW4gZXZlbnQgdG8gc3RheSBpbiBOb3VjaCBhbmQgc2hhcmUgaW5mb3JtYXRpb24gaW4gem
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UncyBNb2JpbGVNZSBzZXJ2aWNILCBpR3JvdXBzIHVzZXJzIHdobyBkb24ndCBoYXZLIEdQUyBvbiB

FINANCIAL
OVERVIEW

0aGVpciBwaG9uZSBjYW4gc3RpbGwgcGFydGljaXBhdGUgaW4gdGhlLIHNOcmVhbSBvZiBpbmZvem1
WFkbmVzcyBncmlwcGluZyB0aGbW9iZW50IHNwWYWNLUHJpZ2h0IG5vdy4NCIBhdGVudGx51EFwcGx
IGFOIHVzZXMgZ2VvZ3JhcGhpYyBsb2NhdGlvbiBkYXRhIHRVIGNvbm5lY3QgaVBob25lIGFuZCBvdGhl
ciBtb2JpbGUtZGV2aWNLUIHVzZXJzLg0KaUdyb3VwcyB3b3VsZCBsZXQgZnJpZBm0aW9yZSBmcmVxdWVud
wslExvb3BOLCBhbmQgb3RoZXJzLiBBY2NvecmRpbmcgdG8gdGhlIHBhdGVudCwgaUdyb3VwcyBpcy
G9uZSBjYW4gc3RpbGwgcGFydGljaXBhdGUgaW4gdGhlIHNOcmVhbSBvZiBpbmZvem1hdGlvbiBzaG
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FINANCIAL SUMMARY
(US$ millions)

FY 2009 FY 2008
’I?fevenues 1,024.2 | 1,401.3
Adjusted O1BDAT o111l
Adjusted OIBDA margin ... 9% .. 8.3%
Impairments losses and reserves | (94.4) = as.n.
oAl Ol &7 78
Net loss from continuing
operations ] (1008) . (76.3),
Net income / (loss)
from discontinued operations | @62 . 271
Net loss attributable to SITRONICS  (119.1) (53.9)

Total assets 1,926.8 2,035.0

The Group’s consolidated revenues declined by 13.9%
year on year at constant exchange rates in 2009. The
decline reflected the considerable pressure felt in high-
tech industry as a result of the broader economic re-
cession and the significant weakening of the Group’s
operating currencies against the US dollar reporting
currency.

Operating expenses, when excluding depreciation and
amortization costs and the impairments and provisions
were reduced by 30.1% to US$ 176.6 million in 2009. The
savings reflected the cost optimization measures imple-
mented during the second half of 2008 and throughout
2009, as well as the divestment of the lower margin IT dis-
tribution business in April 2009. Selling, general and ad-
ministrative expenses net of stock option expense were
reduced by 23.5% for the year.

The Group reported a 13.2% decrease in adjusted OIBDA,
with increased adjusted OIBDA margin of 9.9% in 2009,
compared to margin of 8.3% in2008.

The Group recognized US$ 73.0 million of impairment losses
and reserves in 2009 the fourth quarter and US$ 94.4 mil-
lion for the full year. The costs arose from provisions for ac-
counts receivable and the impairment of inventories, fixed
assets and investments following our routine quarterly
closing and year end impairment tests. US$ 54.6 million
of the costs are provisions for accounts receivable, essen-
tially bad debts in our Telecommunication Solutions and
Microelectronics divisions that we will continue to seek
to recover but have been prudently provided for given the
deterioration in the market conditions in 2009. A further
US$ 18.9 million of the losses arose from the impairment
of inventories in our Telecommunication Solutions and
former Consumer Services & Products businesses. The
impairment of US$ 14.1 million of short-term investments
and US$ 6.8 million of fixed assets reflected a prudent re-
valuation of these assets, given the sharp deterioration in
market conditions last year and the resulting change in the
projected return on these assets moving forward.

The Group’s net interest expenses increased year on year
to US$ 51.9 million in 2009 from US$ 37.5 million in 2008.
This reflected the yearonyear changes in the Group’s debt
levels and cash balances, as well as currency exchange
rate movements.

The Group reported a foreign exchange loss of US$ 3.2
million in 2009, compared to loss of US$ 50.9 million for
2008. The loss primarily reflected the difference in the
value of the Group’s US dollar denominated borrowings
between the balance sheet dates.

The Group reported a net loss of US$ 100.8 million from
continuing operations in 2009. The Group’s 2009 year re-
sults also included a net loss from discontinued opera-
tions of US$ 26.2 million, which comprised the US$ 25.8
million difference between the sale price and the book
value of the assets of the Information Technologies di-
vision’s distribution business as at the disposal date in
April 2009, and US$ o.4 of losses incurred by the busi-
nesses up to the date of sale.

The Group reported a net loss attributable to SITRONICS
shareholders of US$ 119.1 million for 2009.

The Group generated a six-fold year on year increase in
net cash flow from operations to US$ 147.2 million from
US$ 22.1 million, and US$ 55.5 million of free cash flow?
for2009.

1. Here and below adjusted OIBDA is defined as operating income before depreciation and amortization net of impairment losses and reserves.
51 2. Here and below free cash flow is defined as operating cash flow net of cash capital expenditure.
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Net cash provided by operating activities amounted to
US$ 147.2 million for the full year, compared to US$ 22.1
million in 2008.

Net cash used in investing activities amounted to US$
107.9 million for the full year and included US$ 91.7 mil-
lion of capital expenditure. This compared to US$ 281.6
million of total investments and US$ 180.0 million of
capital expenditure in 2008. The year on year reduction in
capital expenditure reflected the Group’s ongoing focus
on optimizing and focusing its investment programmes.

Net cash used in financing activities amounted to US$ 2.9
million in 2009, compared to US$ 213.5 million of net cash
flow provided by financing activities in 2008. SITRONICS
repaid, refinanced or extended US$ 780 million of loans
during 2009, including the refinancing of the US$ 230.0
million debt by Bank of Moscow as Arranger and Agent
and GOLDEN GATES B.V. as original lender in November
2009, the repayment of the US$ 75 million Dresdner Bank
loan, and the redemption of the Group’s RUR 3 billion
bond issue in March 2009.

The Group’s cash and cash equivalents therefore in-
creased to US$ 161.9 million at the end of the period,
compared to US$ 116.7 million at the end of 2008. The
Group’s total borrowings amounted to US$ 745.9 million
at the end of the year. The weighted average cost of bor-
rowing was 8.6% as at December 31, 2009. The propor-
tion of long-term debt to total debt increased in 2009 to
approximately 56% from 28%. Approximately 35% of the
Group’s debt was dollar denominated at the end of the
year, with 32% in Euros and 33% in roubles. The Group’s
net debt! was therefore reduced year on year from US$
609.5 million at the end of 2008 to US$ 584.0 million at
the end of 2009.

The Group signed a RUR 4 billion credit agreement with
Bank of Moscow after the end of the period in March 2010,
and announced in April 2010 that it intends to issue and
place RUR 5 billion of non-convertible interest-bearing
rouble-denominated bonds in two tranches in the coming
months. The objective of both initiatives is to refinance
the Group’s short-term liabilities.

WWW.SITRONICS.COM

FINANCIAL
OVERVIEW

SEGMENTAL REVIEW

SITRONICS Telecommunication Solutions

(US$ millions)

FY 2009 FY 2008
Revenues 579.0 787.1
Adjusted OIBDA 54.7 71.8
Impairments losses
and reserves (32.1) (16.7)
Total OIBDA 22.6 55.1
Net income/(loss)
attributable to SITRONICS (26.0) (43.0)
Total assets 909.3 9771

Revenues were down 18.9% year on year in 2009 at con-
stant exchange rates. The revenue declines reflected the
impact of the global recession on the telecommunications
industry, which led to the reduction and postponement of
investments in new technology by our customers.

1. Short-term and long-term debt minus
cash and cash equivalents. 52
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SITRONICS Information Technologies SITRONICS Microelectronics
(US$ millions) (US$ millions)

FY 2009 FY 2008 FY 2009 FY 2008
Revenues 221.5 273.6  Revenues 208.1 291.7
Adjusted OIBDA 25.0 17.8  Adjusted OIBDA 48.8 60.6
Impairments losses Impairments losses
and reserves (2.5) (0.3) andreserves 42.9) 1.1
Total OIBDA 22.4 17.6  Total OIBDA 5.9 61.7
Net income / (loss) Net income / (loss)
from continuing operations 8.7 (1.3)  attributable to SITRONICS (28.6) 24.7
Net income / (loss) Total assets 711.4 544.3
from discontinued operations (26.2) 27.1
Net income / (loss) Revenueswere down 9.9%yearonyearin 2009 at constant
attributable to SITRONICS (17.4) 25.9 exchange rates. The improvement in performance in
......................................................................... the fOUrth quarter reﬂected the improved Operating
Total assets 279.9 453.8  environment in the microelectronics sector following the

stabilization of the broader economic situation.
Revenues were up 4.2% year on year in 2009 at constant

exchange rates, which reflected the Group’s enhanced
position in the Russian IT integration market.

53
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FyaWbnlHdpdGgginZpcnR1TYWwgR1BTLCIgYWNjb3JkaW5nIHRVIHRoZSBwYXRlbnQuGMgbGl
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PERSONNEL
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PERSONNEL

SITRONICS has over 8 700 specialists on the staff in 30
countries of the world.

Each SITRONICS employee highly contributed to the com-
pany development in 2009. The core aspect of SITRONICS
personnel managementisthe implementation of programs
that increase employee potential for creating high-end
technology solutions and promote talented specialists.

People are the main asset of a high-tech company. Itis im-
portant for SITRONICS to attract and retain the best spe-
cialists in the market in order to successfully achieve its
ambitious strategic goals. For that reason, the company

SITRONICS HAS OVER 8 700
SPECIALISTS ON THE STAFF
IN 30 COUNTRIES OF THE WORLD.

monitors its personnel performance on a regular basis,
as well as nominates employees to the Company person-
nel reserve, determines if there’s a need for professional

PERSONNEL STRUCTURE
BY REGION AS OF 31.12.2009

Moscow —37% Aboard —51%

® Regions of Russia—12%

training and personal development, and rewards long-
term employment with the Company by offering motiva-
tion programs.

STAFF SIZE DYNAMICS BY GROUP
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PERSONNEL STRUCTURE BY BUSINESS
SEGMENTS AS OF 31.12.2009

6%

SITRONICS Telecommunication solutions —50%
SITRONICS Information Technologies —10%
SITRONICS Microelectronics —34%

® Other—6%
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PERSONNEL

PERSONNEL STRUCTURE
BY POSITION CATEGORY AS OF 06.30.2009

28% 2% 5% 8%

Specialists —57%
Working force —28%

Top managers —2%
® Mid-level managers —5%

Lower-level managers — 8%

PERSONNEL STRUCTURE
BY EDUCATION AS OF 31.12.2009

27% 10%

Two or more college degrees/
Academic degree/MBA—10%
Complete college degree —58%

Undergraduate degree —5%
® High School diploma—27%

SITRONICS is the largest high-tech employer in Russia.
In 2008 and 2009, the company carried out a production
structure optimization and function relocation, which led
to general staff reduction.

COMPETENCY EVALUATION

In 2008, the Company developed and introduced a quar-
terly evaluation by key performance indices (KPI), which
allowed to evaluate each employee’s contribution to
achievement of the company strategic goals. Regular eva-
luation assists with involving employees in the company
goal achievement as well as provides the company man-
agement with an instrument of subordinates’ performance
planning, stimulation and monitoring.

PERSONNEL RESERVE PROGRAM
The main priority of the Human Resources Department
is to promote employees within the company. In 2009,
the company took measures for building up and upgrad-
ing the personnel reserve with the Group employees.
These measures were intended to stimulate career pro-
motion and provide the company with line managers on
all levels:
Replacement personnel reserve (top and mid-level
managers) —193 people;
Strategic reserve (20% of most competent specialists
in the key areas) — 639 people;

WWW.SITRONICS.COM

Prospective reserve (young highly potential employees
with leadership skills that are essential for effective
division management on all levels) —117 people.

The attraction of young specialists is one of the strate-
gic goals of the SITRONICS personnel policy. SITRONICS
ranked second in “The Youth Employer of the Year: engi-
neering personnel for innovative Russia” All Russia Con-
test. The company collaborates with over 30 colleges in
the regions of its presence (Moscow Institute of Electronic
Technology (MIET), Moscow State Technical University
n.a. Bauman, Moscow Academy of Finance and Industry,
Novosibirsk State University, Ural Polytechnic University,
Kiev Polytechnic Institute, Czech Technical University).
The company division in Greece provides funding to the
Athens Information Technology Institute (AIT).

TRAINING PROGRAMS

SITRONICS pays great attention to the professional
development of the employees that are capable to ef-
fectively achieve the company’s day-to-day and stra-
tegic goals. The company considers its investments
into personnel as a long-term guarantee of a strategic
competitive advantage. All employees have an oppor-
tunity to improve their qualification by attending certi-
fied training sessions held by the company and other
outside training programs.
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PERSONNEL (conminug

All SITRONICS business segments run
various training programs. Technical
and certification training play a spe-

cial role in supporting the SITRO-

NICS’ status as an innovation

leader in Russia. The company

pays great attention to the de-
velopment of employees’ leader-

ship skills.

The 2009 sales and marketing
function relocation resulted into a
block of special training programs

for the sales and marketing divisions.
The company offers a comprehensive long-

term young specialist development program that in-
volves employee training at the Higher School of Man-
agement and Innovation of the Lomonosov Moscow
State University, and focuses on training of the next
generation of business leaders.

The company provides employee training abroad
and personnel exchange with Infineon, Agilent and
STMicroelectronics international companies for the
purposes of incorporation of international experi-
ence.

Over 2500 SITRONICS employees attended training prog-
rams in 2009. Training programs are the principal instru-
ment of idea and experience exchange between ourteams
around the world.

PERSONNEL MOTIVATION PROGRAMS

The average Russian SITRONICS’ employee wage had
gone up 6% since 2008 and reached 73K Rubles in 2009,
that is 3.8 times higher than the average wage in Russia.

We follow the best world practice and world market level
of wages to determine the compensation structure and
amount. In 2008, the company introduced and has since
then been applying a personnel motivation system based
on bonus allocation in the structure of employee compen-
sation. The amount of special bonus is determined for
each personnel category. The final bonus amount is de-
termined based on quarterly evaluation of achieved goals
and key performance indicators (KPI). The motivation
regulations are subject to annual review and approval by
the Board of Directors.
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The average Russian
SITRONICS' employee wage
had gone up 6% since 2008

SITRONICS rewards effective performance
and motivates the key personnel to con-
tinue their long-term employment with
the company by offering additional
employment  benefits including:
medical insurance, access to non-
state retirementinsurance, overseas
travel insurance, social benefits,
company cell phone, access to low
interest rate loans at partner banks
etc. SITRONICS subsidiaries (Mikron,
Elion) have trade unions.

Recognition of distinguished employees with
corporate awards is an efficient moral incentive. SITRO-
NICS lines of business nominated 22 candidates for the
SITRONICS Annual Corporate Honorary Badge and Certifi-
cate Award in 2009.

CORPORATE CULTURE DEVELOPMENT
A company portal has been in operation at SITRONICS
since 2008 to foster the development of corporate cul-
ture. This resource has provided employees of the Group
companies with timely updates on scheduled events,
changes in the company and latest news.

The Club of the Funny and Inventive (KVN) team games
and various sports events have fostered the discovery
of employee professional and personal talents. Some of
the SITRONICS enterprises have their own soccer teams.
In 2009, employees from different enterprises joined all-
company sports teams to participate in soccer, squash
tennis, bowling and pool tournaments. SITRONICS sports
teams have participated in SISTEMA JSFC Olympics.
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SOCIAL
RESPONSIBILITY

SITRONICS places high emphasis on corporate social re-
sponsibility in the company operation. SITRONICS main
priorities in this area include: social security and emp-
loyee competency level increase; respect for human rights;
healthcare; the education system development support;
development of research and technological potential; en-
vironmental safety of production and environmental care;
support for social and economic infrastructure in the re-
gions of the company subsidiaries’ operation. SITRONICS
charitable work in Russia and other countries of the com-
pany subsidiaries’ operation includes children and veteran
support programs, and cultural and educational programs.

PERSONNEL

SITRONICS social policy is based on the efficient labor
organization and personnel social security. The company
pays great attention to social and living conditions of its
employees. The company enterprises offer the programs
of: employee medical insurance; social support; non-
resident employee accommodation; meal, accommoda-
tion and transportation compensation. SITRONICS social
benefits package also includes company cell phones and
vehicles for key employees. The Company offers an em-
ployee motivation and bonus system.

SITRONICS enterprises fully comply with the labor laws of
the Russian Federation. The statutory social benefits ap-
ply to all employee categories. A number of subsidiaries
have collective agreements and successfully operating
trade union organizations that hold various social events,
provide employees with consultations on the matters of
Labor legislation, and trips to health resorts and chil-
dren’s summer camps.

The profession-specific labor safety instructions have
been developed and are available for accident preven-
tion at production sites. The work stations that involve
handling hazardous chemicals and dealing with harm-
ful physical factors are subject to occasional relevant
measurements and working environment monitoring.

The Federal Agency for Youth
awarded SITRONICS a prize in
the Employer of the Year of the
Youth: Engineering Personnel for
Innovative Russia contest in No-
vember 2009.

WWW.SITRONICS.COM

NIIME and Mikron OJSC (part of SITRONICS Microelectro-
nics) took the 3rd place in the Loyalty to traditions catego-
ry of the Best Enterprise for Working Moms 2009 Moscow
contest.

EDUCATION

SITRONICS pays great attention to employee professional
growth. The companies of the Group have been continu-
ously supporting programs of personnel continuing edu-
cation. Such programs include: professional training and
continuing education forspecialists in the form of courses,
trainings and seminars, long-term training at educational
institutions, manager training and education, internship
with foreign companies, corporate university training.

The Company participates in educational and innovative
projects and programs for finding and recruiting young
talented engineers and scientists.

Interactive educational and so-
cial portal Learn Mathematics
was put into operation in Sep-
tember 2009 (www.UchiMatema-
tiku.ru). It is intended to promote
mathematics and other exact sci-
ence in the society. Learn Mathe-
matics project won the Runet
award in the Science and Educa-
tion category.

MPEMUA PYHETA

2009

SITRONICS youth outreach involves sponsoring scholar-
ship programs, organizing working practice for students
and assisting with arranging conferences in field-specific
universities. On Knowledge Day, September 1, SITRONICS
donated a mobile computer classroom to Secondary
School #141 of Ufa (capital of Bashkortostan). The com-
puter classroom is part of the Multimedia Information and
Educational Environment (MIEE) innovative scalable solu-
tion that can dramatically increase the quality and acces-
sibility of secondary education by bringing it in line with
the world-wide standards.

SITRONICS signed a cooperation agreement with the Mos-
cow Financial and Industrial Academy at the end of the
year for opening a high technology management depart-
ment chaired by SITRONICS president Sergey Aslanian.

SITRONICS in Greece annually awards company emp-

loyees scholarshipsto participatein Master’s programmes
at the Greece University.
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SOCIAL
RESPONSIBILITY (continue

SCIENCE AND INNOVATION

Innovations are the key factor of SITRONICS development
and basis for success in the Russian and world techno-
logy markets. The Company runs active scientific and re-
search activities, helping SITRONICS successfully build
up competitiveness of its own products and solutions.
The research and development are performed by the
business units and through other mechanisms of global
and local partnerships, as part of cooperation with inter-
national research organizations. The level of laboratory
equipment, software and testing aids at R&D centers in
Athens, Prague and Zelenograd meets the highest inter-
national requirements.

ENVIRONMENT AND INFRASTRUCTURE

SITRONICS enterprises have passed the international
environmental management inspection and received the
certificates of the environmental management system
(EMS), under I1SO 14001 standard.

NIIME and Mikron OJSC (part of SITRONICS Microelec-
tronics) has become the first Russian microelectronics
manufacturer to have passed the international inspection
for compliance with environmentally safe manufactu ring
standards. The NIIME and Mikron OJSC quality management
system has been certified for compliance with ISO g9ooo-
series international standards since 1999, and gets recerti-
fied every three years. The company successfully passed
the environmental management system compliance audit
in June 2009. The 2008-2010 environmental management
program was adopted and has been implemented.

The SITRONICS manufacturing enterprise in Greece runs
hazardous waste collection and handling, and hazardous
waste recycling programs.

CHARITABLE WORK

SITRONICS has been actively involved in charitable work
by supportingthe socially unprotected groups ofthe popu-
lation. The Regulation on Charitable Work were adopted
in 2009.

IN RUSSIA

The cooperation with Miloserdie Moscow foundation is one
of the most significant charitable projects of SITRONICS.
SITRONICS provides financial assistance to the Great
Patriotic War veterans, workers on the home front, com-
batants, the disabled since childhood and long-service

59

employees. SITRONICS also provided charitable financial
assistance to the Great Patriotic War veterans in need on
the eve of May 9. The campaign was run under the auspi-
ces of the Moscow City Ministry for Public Social Security.

Child welfare is one of the priorities of the SITRONICS pol-
icy on charitable work. The Company provided financial
assistance in 2009 to a three-year old girl suffering from
severe oncological disease. The funds collected with the
participation of the employees were transferred to the All-
Russia Social Foundation for the Development of Russia.

The company carried outa program named Give the Dream
on the New Year’s Eve. Holiday presents were donated to
52 students of the Rybnovsk boarding school for orphan
children of the Ryazan Region.

IN UKRAINE

SITRONICS has for several years now continued its co-
operation with the Child’s Dream charitable foundation to
provide assistance to children. Traditionally, SITRONICS
has given donations to the Great Patriotic War veterans,
concentration camp prisoners, war disables veterans and
armed forces veterans of Ukraine.

SITRONICS made a donation in 2009 to the Judo Club chil-
dren’s sports organization for promotion of healthy life-
style and support of children’s and popular sports.

IN CzZECH REPUBLIC, GREECE, BULGARIA,
MoLDOvA, ROMANIA, ARMENIA

SITRONICS subsidiaries sponsored sports and city events
during 2009. SITRONICS cooperation with charitable and
social foundations involves assistance to underprivileged
children, children with cancer, the disabled and families
of handicapped children. SITRONICS has bought and
handed over equipment for medical and educational in-
stitutions.
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RISK
MANAGEMENT
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RISK
MANAGEMENT

SITRONICS operation is associated with a range of risks
that, in particular circumstances, might affect the compa-
ny operating and financial results. Risk management is an
integral part of the corporate governance system. SITRO-
NICS has been consistently indentifying and evaluating
risks, as well as developing a range of risk minimization
measures in all areas of the company operation and busi-
ness processes. Forthat reason, the company has been ac-
tively implementing the ERM (Enterprise-wide Risk Mana-
gement) program.

RiISK MANAGEMENT STRUCTURE
The Board of Directors supervises the process of quintes-
sential risk identification, evaluation and management.

The Audit Committee of the Board of Directors maintains
control over the risk-related decision-making compliance
with the risk management policy. The Department of In-
ternal Control and Audit, which monitors all fundamen-
tal and substantial risks for the group of companies, is
responsible for the ERM program operation. The Internal
Audit service researches the risk management and con-
trol status at business units and structural divisions of
the management company, and provides the reports to
the Executive Board and Board of Directors.

SITRONICS considers the following types of risks to be sub-
stantial for its operation and affect the goal achievement.

COUNTRY AND REGIONAL RISK

SITRONICS operation, apart from the Russian Federation,
is widely internationally diversified. The company ope-
rates, including representative offices, in 30 countries
of the world. This leads to specific country and regional
risks, the most substantial of them being: political in-
stability, economic risks and regulatory changes. The
territorial distribution of the company divisions sets the
need for compliance with all regulatory requirements of
national laws in the states of SITRONICS operation.

SITRONICS has been consistently monitoring such risks,
in order to prevent the negative impact on the business
stability, as well as selecting, if necessary, appropriate
response measures and adjusting the ongoing operation
of the divisions.

INDUSTRIAL RISKS

Industrial risks, as determined by SITRONICS, are asso-
ciated with the circumstances resulting from changes in
the technology industry, including increased competi-

61

tion, loss of the competitiveness edge by the SITRONICS
solutions, low demand for new services of the company
and general decline of demand in the industry.

A large number of Russian and international compa-
nies has also been offering solutions in the markets of
SITRONICS companies’ operation. Industries of SITRONICS
operation are defined by rapid technological changes and
improvements, introduction of new products, specific in-
dustry standards and changing consumer and end user
demands. The technology industry is subject to cyclical
demand fluctuations causing the key clients to cut their
investment budgets during the periods of decline in the
world economy.

SITRONICS has been closely monitoring the ongoing in-
dustry trends, predicting its development and responding
flexibly to the changes by offering unique or optimal price
vs. quality solutions:
For that reason, SITRONICS annually prepares a Tech-
nological Forecast of Industry Development, which
includes: analysis of the principal markets, compara-
tive analysis of SITRONICS and competitor solutions,
analysis of the main world trends and industry deve-
lopment prospective in Russia.
SITRONICS has been actively investing into innova-
tions and updates to the product range within the
selected priority areas of operation. SITRONICS has
a significant potential in R&D. It operates several de-
velopment centers both in Russia and abroad, and
actively cooperates with leading foreign companies in
the industry to develop new and improve the existing
products and solutions.
SITRONICS has been developing a marketing strategy
intended to minimize the impact of the market factor on
the company performance. SITRONICS places high em-
phasis on maintaining the extensive repeat customer
base; business process formalization and supervision;
bringing the service quality in line with international
standards; building up customer demand for more so-
lutions applied; customer satisfaction measures.
SITRONICS operation in the markets of many other
countries and several areas of business allows the
company to redirect its marketing activity and sales
maintaining efforts to the markets with a higher de-
mand for the company products and services.
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FINANCIAL RISKS

Financial risks are represented by the conditions resulting
from the financial market changes and affecting the mar-
ket value of the SITRONICS stocks, cost and availability
of lending resources, and creditworthiness of SITRONICS
business partners. Financial risk management is regula-
ted by the internal regulations and procedures adopted
by the company management.

LIQUIDITY RISKS

Liquidity risks are defined by the reduced borrowing ability
in capital markets and increased lending rates, which may
reflect on the company ability to borrow new funds and re-
finance existing debts on the same terms upon maturity.

The company financial system provides centralized mana-
gement of the Group liquidity. SITRONICS tightened con-
trol over the use of the company current assets in order to
maintain the liquidity at the appropriate level in 2009.

SITRONICS performs well-defined cash flow planning in
order to reduce the liquidity risk, identify possible finan-
cing gaps and be able to promptly raise borrowed funds.
SITRONICS has approved credit lines at a number of
banks, sufficient to cover possible revenue fluctuations.
Temporarily available cash assets are placed into short-
term financial instruments, primarily, bank deposits, and
invested into marketable securities.

CREDIT RISKS

Credit risk is determined as the probability of the SITRONICS
business partners’ default on their obligations to the
Company, which might entail financial loss. SITRONICS
has been regularly and actively monitoring the financial
status and payment discipline of the major business part-
ners, and setting personal credit limits and restrictions,
requesting deposits, unified bank guarantees and other.

CURRENCY RISKS

SITRONICS is subject to currency risks as it sells some of
its products abroad, purchases equipment and services,
as well as raises borrowed funds in foreign currency. SI-
TRONICS strives to balance out the proceeds and liabili-
ties in each currency of the operations in order to reduce
currency risks.

INTEREST RISKS

Interest risk is associated with possible increase of the
debt service cost. Part of the credits and loans received
by SITRONICS has variable interest rates. The long-term

WWW.SITRONICS.COM

RISK
MANAGEMENT

fixed interest rate credit share was 8% at the end of 2009.
The company regulates the fixed interest rate loan share
in accordance with the dynamics of the interbank interest
rates. This allows natural hedging and diminishing of the
risk of growing interest charges in case of interbank inte-
rest rate increase. SITRONICS has been regularly monitor-
ing the market factors affecting interest rates.

INFLATION RISKS

Inflation risks may lead to an increase in the SITRONICS
expenses and a decrease of the net profit margin due to
growing payroll, materials and equipment expenses. In
cases of escalation of inflation SITRONICS makes efforts
to reduce the time of capital turnover by modifying cus-
tomer contracts. Besides, SITRONICS can, to some extent,
respond to inflation risks by adjusting the product value.
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sicronics INDEPENDENT
AUDITORS’ REPORT
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To the Shareholders of JSC SITRONICS:

We have audited the accompanying consolidated balance sheets of JSC “SITRONICS” and its subsidiaries (the “Group”)
as of December 31, 2009 and 2008 and the related consolidated statements of operations, comprehensive loss, chang-
es in shareholders’ equity, and cash flows for the years then ended. These financial statements are the responsibility
of the Group’s management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the finan-
cial statements are free of material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
the Group as of December 31, 2009 and 2008, and the results of its operations and its cash flows for the years then
ended, in conformity with accounting principles generally accepted in the United States of America.

b&\ o(‘“{, N TO.A S

April 16, 2010
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sicronics FINANCIAL

STATEMENTS
JSC SITRONICS CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2009 AND 2008
AN D SU BSI DIARI ES (Amounts in thousands of U.S. dollars)
NOTES 2009 2008*
ASSETS
CURRENT ASSETS:
Cash and cash equivalents 5 S 161,864 $ 116,720
Short-term investments 6 2,315 20,740
Trade receivables, net 7 406,388 566,326
Other receivables and prepaid expenses, net 8 100,269 117,276
Inventories, net 9 154,790 181,763
Restricted cash 14 1,116 7,492
Deferred tax assets, current portion 21 30,868 5,395
Current assets from discontinued operations 4 - 145,74
Total current assets 857,610 1,161,458
NON-CURRENT ASSETS:
Property, plant and equipment, net 10 495,634 499,541
Intangible assets, net 11 197,319 160,193
Goodwill 11 86,858 86,858
Inventories, net 9 17,792 30,768
Long-term investments 12 183,721 10,441
Long-term trade receivables 13 58,154 57,269
Deferred tax assets, non-current portion 21 23,855 24,486
Other long-term assets 5,884 2,476
Non-current assets from discontinued operations 4 - 1,492
Total non-current assts 1,069,217 873,524
TOTAL ASSETS $ 1,926,827 $ 2,034,982

*The Balance sheet has been amended to reflect the disposal of discontinued operations (Note 4).

See notes to consolidated financial statements.
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JSC SITRONICS CONSOLIDATED BALANCE SHEETS
AND SUBSIDIARIES AS OF DECEMBER 31, 2009 AND 2008 (CONTINUED)

(Amounts in thousands of U.S. dollars, except share and per share amounts)

NoTEs 2009 2008*
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES:
Trade accounts payable S 269,504 $ 324,893
Taxes payable 34,466 25,861
Accrued expenses and other current liabilities 15 136,479 184,532
Short-term loans and notes payable 16 193,959 403,057
Current portion of long-term debt 17 135,596 123,436
Deferred tax liabilities, current portion 21 16,041 10,542
Current liabilities from discontinued operations 4 - 56,990
Total current liabilities 786,045 1,129,311
LONG-TERM LIABILITIES:
Capital lease obligations 18 167,558 3,963
Long-term debt 17 416,299 199,716
Other long-term liabilities 20 9,937 9,508
Deferred tax liabilities, non-current portion 21 20,385 24,248
Non-current liabilities from discontinued operations 4 - 13,359
Total long-term liabilities 614,179 250,794
TOTAL LIABILITIES 1,400,224 1,380,105
EQUITY:

SHAREHOLDERS’ EQUITY:
Share capital (9,547,087,190 and 9,547,087,190 shares authorized
and issued as of December 31, 2009 and 2008, respectively,
with par value of 1 Russian Ruble) 335,764 335,764
Treasury stock (688,052,044 and 739,856,026 shares
as of December 31, 2009 and 2008, respectively,

with par value of 1 Russian Ruble) 22 (46,158) (50,940)
Shareholder’s receivable 22 (10,215) (9,552)
Additional paid-in capital 429,774 423,999
Accumulated deficit (342,342) (220,166)
Accumulated other comprehensive income 7,543 16,096
Foreign currency translation 7,211 15,920
Defined benefit pension plan 332 176
TOTAL EQUITY ATTRIBUTABLE TO SITRONICS SHAREHOLDERS’ 374,366 495,201
Equity attributable to non-controlling interest 152,237 159,676
TOTAL EQUITY 526,603 654,877
TOTAL LIABILITIES AND EQUITY $1,926,827 S 2,034,982

* The Balance sheet has been amended to reflect the disposal of discontinued operations (Note 4).
See notes to consolidated financial statements
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STATEMENTS

JSC SITRONICS CONSOLIDATED STATEMENTS OF OPERATIONS (INCLUDING EARNINGS PER SHARE)
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
AN D SU BSI DIARI ES (Amounts in thousands of U.S. dollars unless otherwise stated)
NOTES 2009 2008*

Revenues S 1,024,219 $ 1,401,257

Cost of sales, exclusive of depreciation and

amortization shown separately below (746,501) (1,032,159)

Research and development expenses (21,162) (39,094)

Selling, general and administrative expenses (159,706) (214,197)

Depreciation and amortization (58,012) (73,742)

Impairment losses and reserves 27 (94,387) (18,729)
Other operating income, net 4,240 690
OPERATING (LOSS)/INCOME (51,309) 24,026
Interest income 11,069 4,851
Interest expense (62,942) (42,341)
Foreign currency transactions losses (3,167) (50,910)
Other non-operating losses (8,746) -
Loss from continuing operations before income tax (115,095) (64,374)
Income tax credit/(expense) 21 14,288 (11,897)
LOSS FROM CONTINUING OPERATIONS (100,807) (76,271)
(Loss)/income from discontinued operations, net of income tax

expense of $317 and $3,367, respectively (404) 27,143
Loss from disposal of discontinued operations, net of income tax

expense of $o and $o, respectively (25,750) -
(Loss)/ income on discontinued operations 4 (26,154) 27,143
NET LOSS S (126,961) S (49,128)
Less: net loss/(profit) attributable to the noncontrolling interests 7,886 (4,764)
NET LOSS ATTRIBUTABLE TO SITRONICS S (119,075) S (53,892)
EARNINGS PER SHARE —BASIC AND DILUTED, US cent:
Loss from continuing operations: (1.05) (0.89)
(Loss)/gain from discontinued operations: (0.30) 0.28
Net loss (1.35) (0.61)
Weighted average number of common shares outstanding,
basic and diluted: 8,828,989,131 8,774,622,491
AMOUNTS ATTRIBUTABLE TO SITRONICS:
Loss from continuing operations, net of tax (92,921) (78,437)
(Loss)/Gain from discontinued operations, net of tax (26,154) 24,545
NET LOSS S (119,075) S (53,892)

* The Statement of operations has been amended to reflect the disposal of discontinued operations (Note 4).

See notes to consolidated financial statements.
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JSC SITRONICS CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
AN D SU BSI DIARI ES (Amounts in thousands of U.S. dollars unless otherwise stated)

NoTES 2009 2008*

NET LOSS S (126,961) S (49,128)
Other comprehensive loss, net of tax:
Translation adjustment, net of tax (8,548) (61,543)
Unrecognized actuarial gains, net of tax 306 483
Total other comprehensive loss, net of tax (8,242) (61,060)
COMREHENSIVE LOSS (135,203) (110,188)
Comprehensive loss attributable to the noncontrolling interest 7,439 5,926
COMPREHENSIVE LOSS ATTRIBUTABLE TO SITRONICS S (127,764) S (104,262)

* The Statement of comprehensive loss has been amended to reflect the disposal of discontinued operations (Note 4).
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JSC S|TRON | CS CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
AN D SU BSI DIARI ES (Amounts in thousands of U.S. dollars)

2009 2008
OPERATING ACTIVITIES:
Net loss S (126,961) $ (49,128)
Adjustments to reconcile net loss to net cash
provided by/ (used in) operations:
Depreciation and amortization 58,012 73,769
(Gain)/Loss from disposal of property, plant and equipment (857) 534
Loss/(Gain) on disposal of subsidiaries 26,154 (5,871)
Deferred income tax (21,855) (926)
Bad debt expense 54,627 8,999
Inventory obsolescence provision 18,882 10,698
Stock based compensation 5,248 13,583
Change in liability for uncertain tax positions 9,296 3,644
Impairment losses and reserves 28,666 1,285
Unrealized foreign currency transactions 14,393 46,123
Changes in operating assets and liabilities:
Trade receivables 126,616 (160,183)
Other receivables and prepaid expenses 2,811 8,930
Inventories 17,401 4,677
Accounts payable (15,687) 93,980
Taxes payable 7,268 (8,545)
Accrued expenses and other current liabilities (56,855) (19,463)
Net cash provided by operating activities S 147,159 $ 22,106
INVESTING ACTIVITIES:
Purchases of property, plant and equipment (29,569) (128,311)
Proceeds from disposals of property, plant and equipment 1,050 7,224
Purchases of intangible assets (62,113) (51,647)
Purchases of businesses, net of cash acquired (4,435) (107,470)
Proceeds from sale of businesses 1,458 1,164
Cash disposed on the sale of businesses (10,455) -
Change in restricted cash 6,032 2,110
Purchases of short-term investments (14,381) (4,147)
Proceeds from sales of short-term investments 3,924 8,624
Purchases of long-term investments (554) (9,194)
Proceeds from sale of long-term investments 1,130 -
Net cash used in investing activities S (107,913) $ (281,647)

See notes to consolidated financial statements

70



sicronics FINANCIAL

STATEMENTS
JSC SITRONICS CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008 (CONTINUED)
AN D SU BSI DIARI ES (Amounts in thousands of U.S. dollars))

2009 2008
FINANCING ACTIVITIES:
Proceeds from short-term borrowings S 454,743 $1,128,575
Principal payments on short-term borrowings (771,454) (926,599)
Proceeds from long-term borrowings 331,754 197,849
Principal payments on long-term borrowings (8,227) (177,625)
Principal payments on capital lease obligations (7,555) (7,472)
Debt issuance costs (3,883) (1,190)
Proceeds from stock options exercised 2,800 3,810
Repurchase of common stock (1,119) (3,800)
Net cash (used in)/provided by financing activities S (2,941) $ 213,548
Effects of exchange rate changes on cash and cash equivalents (136) (13,798)
INCREASE / (DECREASE) IN CASH AND
CASH EQUIVALENTS S 36,169 S (59,791)
CASH AND CASH EQUIVALENTS
from continued operations, beginning of the year 116,720 178,964
CASH AND CASH EQUIVALENTS,
from discontinued operations, beginning of the year 8,975 6,522
TOTAL CASH AND CASH EQUIVALENTS, beginning of the year S 125,695 S 185,486
CASH AND CASH EQUIVALENTS
from continued operations, end of the year 161,864 116,720
CASH AND CASH EQUIVALENTS,
from discontinued operations, end of the year - 8,975
TOTAL CASH AND CASH EQUIVALENTS, end of the year S 161,864 S 125,695
CASH PAID DURING THE YEAR FOR:
Interest, net of amounts capitalized S (42,991) $ (30,750)
Income taxes (5,457) (47,097)
NON-CASH ITEMS:
Equipment acquired under capital lease S 173,413 $ 11,881
Amounts due for purchase of long-lived assets 49,611 38,865

Non-cash investing and financing activities for the years ended December 31, 2009 and 2008 included acquisitions
and disposals of subsidiaries and stock-based compensation, as described in Notes 4 and 23.

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
(Amounts in thousands of U.S. dollars)

SITRONICS SHAREHOLDERS

Share Treasury Share- Additional Accumu-  Accumu- Total Non- Total
capital stock holder’s paid-in lated lated other Sitronics control- equity
receivable Capital deficit compre- equity ling
hensive interest
Income

BALANCES AT
JANUARY 1, 2008 $335,764 (53,659) (9,256) 409,724 163,565) 66,862 585,870 206,372 792,242
Repurchase of common stock -  (3,800) - - - - (3,800) - (3,800)
Purchase of subsidiary shares — - - - - - - (40,770) (40,770)
Stock-based compensation - - - 13,583 = - 13,583 - 13,583
Stock options exercised - 6,519 - - (2,709 - 3,810 - 3,810
Change in shareholders’

receivables - - (692) 692 - - - - -
Comprehensive loss:

Net loss - - - - (53,892 - (53,892) 4,764 (49,128)
Other comprehensive loss:

Unrecognized actuarial

gains net of tax - - - - - 246 246 237 483
Translation adjustment,

net of tax = = 396 = - (51,012) (50,616) (10,927) (61,543)
Comprehensive loss - - 396 - (53,892) (50,766) (104,262)  (5,926) (110,188)
BALANCES AT
DECEMBER 31,2008 $335,764 (50,940) (9,552) 423,999 (220,166) 16,096 495,201 159,676 654,877
Repurchase of common stock -  (1,119) - = - - (1,119 - (1,119)
Stock-based compensation - - = 5,248 = - 5,248 = 5,248
Stock options exercised = 5,901 - - (3,101) - 2,800 - 2,800
Change in shareholders’

receivables - - (527) 527 - - - - -
Comprehensive loss:

Net loss - - - - (119,075) - (119,075)  (7,886) (126,961)
Other comprehensive loss:

Unrecognized actuarial

gains net of tax - - - - - 156 156 150 306
Translation adjustment,

net of tax - - (136) - - (8,709) (8,845) 297  (8,548)
Comprehensive loss - - (136) - (119,075) (8,553) (127,764) (7,439) (135,203)
BALANCES AT
DECEMBER 31,2009 $335,764 (46,158) (10,215) 429,774 (342,342) 7,543 374,366 152,237 526,603

* The Statement of changes in equity has been amended to reflect the disposal of discontinued operations (Note 4).

See notes to consolidated financial statements.
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1. BACKGROUND AND DESCRIPTION OF THE BUSINESS AND OPERATING ENVIRONMENT

Joint Stock Company SITRONICS (“SITRONICS™) and its subsidiaries (together, the “Group”) is a technology solution
business with operations are primarily conducted in the Russian Federation (“RF”), Ukraine, Czech Republic, Greece and
Romania. The Group’s controlling shareholder is SISTEMA and SITRONICS represents the Technology business segment
of SISTEMA.

The Group structure has evolved over the past years as a result of various acquisitions, disposals, and operating agree-

ments including the following during 2008 and 2009:

e During March through June 2008, the Group purchased the remaining 49% interest in its subsidiary KVAZAR-MICRO
CORPORATION B.V (Note 3). A portion of this business was disposed of in April 2009 (Note 4);

e In April, 2009, the Group also acquired a 74% in CJSC PARAVAN, a Russian engineering company specializing in
industrial automation systems and security solutions and acquired a 51% in LLC NETWORK SYSTEMS, a Russian
developer of information security and encryption-based data protection programmes and software;

e In October 2009, the Group, together with SISTEMA signed an investment agreement to launch a full-scale 9o na-
nometer microchip production in cooperation with the Russian Corporation of Nanotechnologies (“RUSNANO?). In
December 2009, SITRONICS contributed its 180 nanometer equipment and RUSNANO contributed cash into the eg-
uity of LLC SITRONICS-NANO (“SITRONICS-NANQ”). The primary purpose of SITRONICS-NANO is to acquire equipment
and licenses necessary to launch 9o nanometer microchip production and to lease them to SITRONICS; and

e During 2009, the Group established new subsidiaries to introduce the complete range of SITRONICS’ products and
solutions to the markets in India (SITRONICS INDIA), in Bashkortostan (SITRONICS BASHKORTOSTAN) and in Armenia
(SITRONICS ARMENIA). The subsidiary in Armenia has been created in order to centralize the management of the
CJSC MARS plant and three scientific research institutes, and the management of a free economic zone, which is
being created on these sites. These assets are owned by the Russian Federal Agency for State Property Management
(ROSIMUSHCHESTVO0), and have been managed by SITRONICS since 2008.

The Group currently operates three segments:

Telecommunication Solutions segment is engaged in the design, manufacture and distribution of hardware and software
products including convergence solutions. It also offers system integration and customization services for fixed line,
mobile telecommunication and other operators.

Information Technologies Solutions segment is engaged in computer systems integration, IT consulting and software
development services for telecommunication operators, banking and financial institutions and the public sector.

Microelectronic Solutions segment is engaged in the design, manufacture, testing and distribution of semiconductor
products and components; distribution and production of chip cards, microchip packaging and related solutions.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation of Financial Statements — The accompanying financial statements have been prepared in con-
formity with accounting principles generally accepted in the United States of America (“U.S. GAAP”). The Group’s
entities maintain accounting records in local currencies in accordance with the requirements of accounting and tax
legislation in the countries of their incorporation.

The accompanying consolidated financial statements differ from the financial statements prepared for statutory pur-
poses. The consolidated statements are expressed in terms of US dollars (see “Foreign Currency” below) and reflect
certain adjustments, appropriate to present the financial position, results of operations and cash flows in accordance
with U.S. GAAP, which are not recorded in the accounting books of the Group’s entities.

Significant subsidiaries and joint ventures -the effective ownership interest and proportion of voting power of SITRON-
ICS in its significant subsidiaries and joint ventures, as well as the locations of their principal business operations as
of December 31, 2009 and 2008 were as follows:

EFFECTIVE OWNERSHIP INTEREST VOTING INTEREST
AS OF DECEMBER 31, AS OF DECEMBER 31

OPERATING ENTITIES 2009 2008 2009 2008
Telecommunication Solutions segment:
Intracom S.A. Telecom Solutions (Greece) (Intracom Telecom) 51% 51% 51% 51%
Intrarom S.A. (Romania) 34%W 34%W 67% 67%
SITRONICS Telecommunication Solutions, Czech Republic a.s. 100% 100% 100% 100%
JSC “SITRONICS Telecommunication Solutions” (Russia) 100% 100% 100% 100%
Information Technologies Solutions segment:
SITRONICS IT B.V.
(Netherlands) 100% 100% 100% 100%
JSC “Kvazar-Micro Techno” (Ukraine) 100% 100% 100% 100%
LLC “SITRONICS Information Technologies” (Russia) 100% 100% 100% 100%
Microelectronic Solutions segment:
PJSC “Mikron” (Russia) 77% 77% 77% 77%
JSC “VSP-Mikron” (Russia) 100% 100% 100% 100%
LLC “SITRONICS Smart Technologies” (Russia) 65% 65% 65% 65%
LLC “SITRONICS —Nano” (Russia) 50%? = 50%? =
All Other segments:
LLC “Network Systems” (Russia) 51% - 51% -
JSC “Kvant” (Russia) 78% 78% 88% 88%
JSC “Elaks” (Russia) 84% 84% 84% 84%
JSC “Elion” (Russia) 75% 75% 90% 90%
CJSC “Concel” (Russia) 100% 100% 100% 100%

@ Including indirect ownership.
@ Variable interest entity where SITRONICS is not the primary beneficiary and, accordingly,
it is accounted for as an equity method investment.

A



sicronics FINANCIAL
STATEMENTS

JSC SITRONICS NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
AND SUBSIDIARIES

(Amounts in thousands of U.S. dollars, except share
amounts or if otherwise stated)

Principles of Consolidation—The consolidated financial statements include the accounts of SITRONICS, and its ma-
jority-owned subsidiaries. The consolidated financial statements also include accounts of variable interest entities,
where the Group is the primary beneficiary. All intercompany transactions, balances and unrealized gains/(losses) on
transactions are eliminated on consolidation.

Business Combinations — Effective January 1, 2009, the Group prospectively adopted the provisions of ASC No. 805,
“Business Combinations” (former SFAS No. 141 (Revised), “Business Combinations”) for all acquisitions made after
January 1, 2009.

Acquisitions of businesses from third parties are accounted for using the purchase method.

On the acquisition date, the assets acquired, liabilities assumed and any noncontrolling interest in the acquiree are
measured and recognized at their fair values as at that date. Goodwill arising on acquisition is recognized as an asset
and initially measured as the excess of the consideration transferred plus the fair value of any noncontrolling interest in
the acquiree at the acquisition date over the fair values of the identifiable net assets acquired. Any excess of the Group’s
interest in the total acquisition date fairvalue of the identifiable net assets over the fair value of consideration transferred
plus any noncontrolling interest in the acquiree is recognized in earnings as a gain attributable to the acquirer.

Changes in the Group’s ownership interest while the Group retains its controlling financial interest in its subsidiary
are accounted for as equity transactions. No gain or loss is recognized in consolidated net income or comprehensive
income. The carrying amount of the noncontrolling interest is adjusted to reflect the change in its ownership interest
in the subsidiary. Any difference between the fair value of the consideration received or paid and the amount by which
the noncontrolling interest is adjusted is recognized in equity attributable to the parent.

In accordance with the provisions of ASC No. 805, the acquisitions that took place after January 1, 2009 are included
in the Group’s financial statements from the date control was acquired (formerly from the beginning of the year when
control was acquired.).

Disposed entities are excluded from the Group’s financial statements from the date when control does not rest with
the Group.

Variable Interest Entities — The Group analyses, upon inception of its economic, financial or other interests with such
entities, whether or not they meet the definition of a variable interest entity (“VIE”) under consolidation accounting
and, if so, whether or not the Group is the primary beneficiary of the identified variable interest entities. For VIE’s,
where the Group is not the primary beneficiary, the investment is recorded consistently with all other investments.

The Group consolidates Cosmos Wealth, a variable interest entity, of which the Group is the primary beneficiary.

The Group applies the equity method of accounting for the financial results of SITRONICS-NANO, a variable interest
entity, of which the Group is not the primary beneficiary.

Use of Estimates —The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contin-
gent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
for the reporting period. Actual results could differ from those estimates.

Significant estimates include revenue recognition, costs to complete projects, allowance for doubtful accounts, car-
rying value of long-lived assets and inventories, useful lives and recoverability of long-lived tangible and intangible
assets, fairvalue of financial instruments, valuation allowance on deferred tax assets, warranty liabilities, obligations
related to employee benefits, and contingencies.
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Foreign Currency— The primary financial statements of the entities of the Group are prepared and presented in the cur-
rency of the primary economic environment, in which each entity operates, i.e. its functional currency. Management
has determined that the functional currency of SITRONICS and its significant subsidiaries for the year ended December
31, 2009 are the currencies of the countries of their domicile.

Monetary assets and liabilities in foreign currencies are translated into the functional currency of the relevant subsidi-
aries at the rate of exchange ruling at the balance sheet date. Transactions in foreign currencies are translated into
the relevant functional currency at the rate of exchange ruling at the date of the transaction. Transaction gains and
losses, other than those related to current and deferred tax assets and liabilities, are recognized as foreign currency
transactions gains and losses in the statement of operations. Transaction gains and losses arising on foreign currency
denominated current and deferred tax assets and liabilities are included within income taxes in the consolidated state-
ment of operations.

The Group has selected the USD as its reporting currency and has translated the financial statements of the Group into
the USD. Assets and liabilities are translated at the exchange rates current at the balance sheet date. Shareholders’
equity is translated at the applicable historical rates, income and expense items are translated at weighted-average
rates of exchange prevailing during the period. The resulting translation gains and losses are recorded as a separate
component of other comprehensive income.

Cash and Cash Equivalents — Cash and cash equivalents include cash on hand, amounts on deposit in banks and cash
invested temporarily in various instruments having original maturities of less than three months. Any cash over which
there is restriction as to its use is excluded from cash and cash equivalents and is reflected as restricted cash on the
consolidated balance sheet.

Derivative Financial Instruments and Hedging Activities — All derivatives are measured at fair value and recognized
as either assets or liabilities on the balance sheet. The Group’s derivatives have not been designated as hedge for
accounting purposes. Accordingly, gains and losses from changes in the fair value are included in the consolidated
statements of operations. At December 31, 2009 and 2008 the Group had no derivatives.

Fair Value Measurements — Fair value is determined based on the exchange price that would be received for an asset
or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants.

The valuation techniques are based on observable and unobservable inputs. Observable inputs reflect market data
obtained from independent sources, whilst unobservable inputs reflect our market assumptions. Observable inputs
are used as the preferred source of inputs. Unobservable inputs are only used in the absence of market inputs.

The inputs are categorized into the following fair value hierarchy:

Level1  Quoted prices foridentical instruments in active markets.

Level2  Quoted prices for similar instruments in active markets; quoted prices for identical or similar instru-
ments in markets that are not active; and model-derived valuations whose inputs are observable or
whose significant value drivers are observable.

Level 3  Significant inputs to the valuation model are unobservable.

Financial instruments carried on the balance sheet include cash, accounts receivable, investments, derivative finan-

cial instruments, accounts payable and fixed and variable rate debts. The particular recognition methods adopted are
disclosed in the individual policy statements associated with each item.
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The Group has estimated the fair value of its financial instruments as follows:

e The fair value of the Group’s financial instruments with subsidiaries and affiliates of SISTEMA approximates their
carrying value except for the borrowings obtained at 0.1% interest rate (Note 16) and unless stated otherwise in the
description of the respective financial instrument;

e The fair value of short-term financial instruments approximates the carrying value due to he short term nature of
the instruments;

e The carrying value is equivalent to fair value for long-term variable rate financial instruments as management
believes these are consistent with the terms upon which it could enter into similar agreements at December 31,
20009;

e The fairvalue of the Russian Bonds (Note 17) approximates their carrying value due to the short term maturity date
of the bonds and as the coupon rate which is revised semi-annually to respond to the market environment.

Accounts Receivable — Accounts receivable are stated net of allowance for doubtful accounts. Such allowance reflects
either specific cases of delinquencies or defaults or estimates based on evidence of collectability.

The Telecommunication Solutions segment of the Group enters into sale agreements with certain of its clients, includ-
ing, but not limited to, SISTEMA subsidiaries and affiliates, where the final payment is not due until more than 12
months from the delivery date. Long-term trade receivables are measured at amortized cost using the effective interest
method less any allowance.

Inventories — Inventories comprise raw materials and spare parts, work-in-progress, finished goods and goods for
resale and are stated at the lower of cost or market value.

The Information Technologies Solutions segment accounts for its inventories using the first-in, first-out (“FIFO”) cost
method. The cost of inventories of the other Group’s entities is computed on an average cost basis.

The cost of raw materials includes the cost of purchase, customs duties, and transportation and handling costs. Work-
in-progress and finished goods are stated at production cost, which includes manufacturing overheads.

The Group periodically assesses its inventories and spare parts for obsolete and slow-moving stock.

Property, Plant and Equipment— Property, plant and equipment (“PP&E”) is stated at cost,

less accumulated depreciation. The cost of PP&E includes major expenditures for improvements and replacements
which extend the useful lives of the assets orincrease their revenue generating capacity. Repairs and maintenance are
charged to the consolidated statements of operations as incurred.

Items of PP&E that are retired or otherwise disposed of are eliminated from the consolidated balance sheet along with
the corresponding accumulated depreciation. Any gain or loss resulting from such retirement or disposal is included in

the consolidated statement of operations.

PP&E, excluding land which is not depreciated, is depreciated on a straight-line method utilizing estimated useful lives
of the assets as follows:

Buildings 40-50 years
Leasehold improvements Lesser of the estimated useful life or

the term of the lease
Plant, machinery and equipment 3-15 years
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Intangible Assets — Intangible assets represent values of purchased and internally developed software, values of cus-
tomer contracts and the related customer relationships, trademarks and licenses.

Software development costs are capitalized upon the Group establishing technological feasibility and marketability
of a software product. Technological feasibility is established when the Group has completed all planning, designing,
coding, and testing activities that are necessary to establish that a product can be produced to meet its design speci-
fications including functions, features, and technical performance requirements.

Customer relationships are amortized on an accelerated basis determined in proportion to the estimated discounted
future cash inflows expected from these relationships. Other finite-life intangible assets are amortized on a straight-
line basis. The useful lives of intangible assets are estimated as follows:
Software development costs Greater of the ratio of current product
revenues to total projected product revenues
or the estimated economic life of the product (3-5 years)
Customer contracts and customer relationships 3-7 years
Purchased software, licenses and other intangible assets 3-10 years

Investments — Investments in corporate shares where the Group does not have the ability to exercise significant influ-
ence are accounted for at cost or fair value. Investments in private companies are carried at cost, less provisions for
other than temporary impairment in value. For public companies that have readily determinable fair values, the Com-
pany classifies its equity investments as available-for-sale and, accordingly, records these investments at their fair
values with unrealized holding gains and losses included in the consolidated statements.

Debt Issuance Costs — Debt issuance costs are capitalized and amortized using the effective interest method over the
terms of the related debt. Debt issuance costs amounted to $6.6 million and $2.6 million as of December 31, 2009 and
2008, respectively.

Impairment of Long-lived Assets excluding Goodwill — The Group evaluates the recoverability of the carrying amount
of its long-lived assets, excluding goodwill, whenever events or changes in circumstances indicate that the carrying
amounts of those assets may not be recoverable. The Group compares the undiscounted net cash flows estimated to
be generated by those assets to the carrying amount of those assets. If the undiscounted cash flows are less than the
carrying amounts of the assets, the Group records impairment losses to write the asset down to fair value. Fair value is
usually measured based on the estimated discounted net future cash flows associated with such assets.

Goodwill—In business combinations completed subsequent to January 1, 2009, goodwill represents the excess of the fair
value of the consideration given and the fair value of any noncontrolling interest in the acquiree over the fairvalue of the iden-
tifiable assets and liabilities acquired. For business combinations completed prior to January 1, 2009 goodwill represents
the excess of the fair value of the consideration given over the fair value of the identifiable assets and liabilities acquired.

Goodwill is not amortized to operations, but instead is reviewed for impairment, at least annually or whenever events
or changes in circumstances indicate that the carrying value may not be recoverable. Goodwill is reviewed for impair-
ment by comparing the carrying value of each reporting unit’s net assets (including allocated goodwill) to the fair
value of those net assets. If the reporting unit’s carrying amount is greater than its fair value, then a second step is
performed whereby the portion of the fair value that relates to the reporting unit’s goodwill is compared to the carrying
value of that goodwill. The Company recognizes a goodwill impairment charge for the amount by which the carrying
value of goodwill exceeds the fair value. The Company has determined that there are no impairment losses in respect
of goodwill for any of the reporting periods covered by these consolidated financial statements.

Leasing Arrangements —Leases of property, plant and equipment where the Group has substantially all the risks and re-
wards of ownership are classified as capital leases. For capital leases, the present value of the future minimum lease pay-
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ments at the inception of the lease or fairvalue, whicheveris less, is reflected as an asset and a liability in the balance sheet.
Principal amounts due within one year are classified as current liabilities and the remaining balance as long-term liabilities.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases are charged to the statement of operations on a straight-line
basis over the period of the lease.

Revenue Recognition —The Group recognize revenues when all of the following conditions have been met: (i) there is
persuasive evidence of an arrangement; (ii) delivery has occurred; (iii) the fee is fixed and determinable; and (iv) col-
lectability of the fee is reasonably assured. Provisions for warranty and product returns are provided for as reductions
torevenue in the same period as the related sales are recorded. The Company monitors and tracks the amount of sales
deductions based on historical experience to estimate the reduction to revenues.

Revenues under arrangements specific to the respective segments of the Group are recognized as follows:

TELECOMMUNICATION SOLUTIONS SEGMENT

The sale of its software products are multiple-element arrangements, involving the provision of related services,
including customization, implementation and integration services, as well as ongoing support and maintenance pro-
vided to customers.

If the services element of the arrangement is deemed essential to the functionality of the software arrangement, the
accounting for performance of construction-type contracts is applied, provided that the following conditions are met:
(@) contracts executed by the parties normally include provisions that clearly specify the enforceable rights regarding
goods or services to be provided and received by the parties, the consideration to be exchanged, and the manner and
terms of settlement; (b) the buyer can be expected to satisfy its obligations under the contract; and (c) the Group can
be expected to perform its contractual obligations. The measurement of progress towards completion is based on ef-
forts devoted to a contract at the particular stages. At SITRONICS TS CR, the extent of progress is measured by the ratio
of hours performed to date as compared to the estimated total hours at completion. Intracom Telecom calculates the
extent of progress based on the ratio of costs incurred to total estimated costs. A contract is considered as substan-
tially completed when (a) product is delivered, and (b) product is accepted by the customer.

If the services element of the arrangement is not deemed essential to the functionality of the software, the service rev-
enues are accounted for separately from the software revenues. In such multiple-element arrangements, the software
component is accounted for using the residual method.

In cases where extended payment terms exist, license and related customization fees are recognized when payments are
due, unless a history of collection, without providing concessions, has been established under comparable arrangements.

INFORMATION TECHNOLOGIES SOLUTIONS SEGMENT

The sale of systems integration services typically includes multiple elements, such as equipment and software, instal-
lation services and post-contract support. A multiple-element arrangement is separated into more than one unit of ac-
counting if all of the following criteria are met: i) the delivered items have value to the customer on a standalone basis;
ii) there is objective and reliable evidence of the fair value of the undelivered items; and iii) the arrangement includes
a general right of return relative to the delivered items, delivery or performance of the undelivered items is considered
probable and substantially in the control of the Group.

If evidence of the fair value of the undelivered elements of the arrangement does not exist, all revenue from the ar-
rangement is deferred until such time that evidence of fair value does exist, or until all elements of the arrangement
are delivered. Fees allocated to post-contract support are recognized as revenue on a pro rata basis over the support
period. Fees allocated to other services are recognized as revenue as services are performed.
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Revenue and cost of sales from contracts involving solutions achieved through modification of complex telecommunica-
tions equipment and software are recognized by reference to the stage of completion of the contract activity at the balance
sheet date when the outcome of a contract can be estimated reliably. This is normally measured by the proportion that
contract costs incurred for work performed to date relate to the estimated total contract costs, except where this would
not be representative of the stage of completion. Variations in contract work, claims and incentive payments are included
to the extent that they have been agreed with the customer. Where the outcome of a contract cannot be estimated reli-
ably, contract revenue is recognized to the extent of contract costs incurred that it is probable will be recoverable. When it
is probable that total contract costs will exceed total contract revenue, the expected loss is recognized immediately.

When sale agreements provide price protection to the dealer, the revenue is deferred until the dealer sells the mer-
chandise to a third party due to the frequent sales price reductions and rapid technology obsolescence.

MICROELECTRONICS SOLUTIONS
The products within this segment are generally sold with a limited warranty of product quality.

The product return reserves, warranty and other post-contract support obligations are accrued at the time of sale. The
Group accrues for known warranty if a loss is probable and can be reasonably estimated, and accrues for estimated
incurred but unidentified issues based on historical activity.

There are contracts with agents who sell products on behalf of the company. In the case of agreements with agents, the
revenue is recognized upon notification by the agent that goods have been shipped to the customer. For provision of
R&D services to customers, revenue is recognized at the end of each phase within a contract. This is upon acceptance
by the client that the phase is complete and all contractual deliverables provided.

Research and Development Costs —Research and development (“R&D”) costs are charged to the consolidated state-
ments of operations when incurred. The costs of materials and equipment, facilities that are acquired or constructed
for research and development activities, or intangibles acquired from third parties and that have alternative future
uses (in research and development projects or otherwise) are capitalized when acquired or constructed and deprecia-
tion expense associated with R&D activities is included in research and development costs.

Income Taxes — Current income taxes for the Group’s subsidiaries have been computed in accordance with the respec-
tive local laws. Income tax rates effective during the years ended December 31, 2009 and 2008, in countries where the
Group primarily operates were as follows:

2009 2008
RF 20% 24%
Ukraine 25% 25%
Czech Republic 20% 21%
Greece 25% 25%
Romania 16% 16%

Deferred income taxes are recognized for the differences between the tax bases of assets and liabilities and their
reported amounts in the accompanying consolidated financial statements that will result in future taxable or deduct-
ible amounts. The deferred tax assets and liabilities are measured using the enacted tax laws and rates applicable to
the periods in which the differences are expected to affect taxable income. A valuation allowance is provided against
deferred tax assets, if it is more likely than not some portion or all of the deferred tax assets will not be realized.
The Group recognizes uncertain tax positions for tax positions which are considered more likely than not of being sus-
tained based on the technical merits of the position on audit by the tax authorities.
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The measurement of the tax benefit recognized in the consolidated financial statements is based upon the largest
amount of tax benefit that, in management’s judgment, is greater than 50% likely of being realized based on a cumula-
tive probability assessment of the possible outcomes. The Company recognizes interest accrued related to unrecog-
nized tax benefits in interest expense and penalties in operating expenses.

Borrowing Costs —Borrowing costs are recognized as an expense in the period in which they are incurred. Borrowing
costs forassets that require a period of time to get them ready for theirintended use are capitalized and amortized over
the related assets’ estimated useful lives. The capitalized borrowing costs for the years ended December 31, 2009 and
2008 amounted to $15.2 million and $19.4 million, respectively. The remaining borrowing costs are recognized as an
expense in the period in which they are incurred.

Asset Retirement Obligations — The Group records an asset retirement obligation and an associated asset retirement
cost when the Group has a legal or contractual obligation in connection with the retirement of tangible long-lived as-
sets. The Group’s obligations relate primarily to the cost of removing equipment from its leased production facilities
and other leased sites. As of December 31, 2009 and 2008, the estimated assets retirement obligations were not sig-
nificant to the Group’s consolidated financial position and results of operations.

Stock Options — Stock based compensation represents the cost of stock options granted to employees. The Group
measures compensation cost based on the estimated fair value of the instruments on the date they are granted using
a Black-Scholes option pricing model and the cost is recognized as an expense over the period during which the em-
ployees are required to provide services in exchange for the equity instruments.

Discontinued Operations — The results of operations of a component of an entity that either has been disposed of or is
classified as held for sale are reported in discontinued operations if both of the following conditions are met:

(a) The operations and cash flows of the component have been (or will be) eliminated from the ongoing operations
of the Group as a result of the disposal transaction.

(b) The Group will not have any significant continuing involvement in the operations of the component after
the disposal transaction.

In a period in which a component of an entity either has been disposed of oris classified as held for sale, the statement
of operations of the Group for current and prior periods report the results of operations of the component, including
any gain or loss recognized, in discontinued operations.

The results of operations of a component classified as held for sale are reported in discontinued operations in the
period(s) in which they occur. The results of discontinued operations, less applicable income taxes (benefit), are re-
ported as a separate component of income before extraordinary items (if applicable). The Group has elected not to
disclose separately the cash flows pertaining to discontinued operations.

NEW ACCOUNTING PRONOUNCEMENTS

To be adopted in future periods

In January 2010, FASB issued ASU (Accounting Standards Update) No. 2010-06, “Fair Value Measurements and Dis-
closures” (Topic 820): Improving Disclosures about Fair Value Measurements that amends Subtopic 820-10, of the
FASB Codification. The Update requires provision of a greater level of disaggregated information and more robust
disclosures about valuation techniques and inputs to fair value measurements. The Update is effective for interim and
annual reporting periods beginning after December 15, 2009, except for the disclosures about purchases, sales, issu-
ances and settlements in the roll forward of activity in Level 3 fair value measurements, which are effective for interim
and annual periods beginning after December 15, 2010. Management does not expect the Update to have any material
impact on the Group’s results of operations, financial position or cash flows.
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In January 2010, FASB issued ASU No. 2010-01, “Equity” (Topic 505): Accounting for Distributions to Shareholders
with Components of Stock and Cash-a consensus of the FASB Emerging Issues Task Force. This Update clarifies that
the stock portion of a distribution to shareholders that allows them to elect to receive cash or stock with a limit on the
amount of cash that will be distributed is not a stock dividend for purposes of applying Topics 505 and 260. The amend-
ments in this Update are effective for interim and annual periods ending on or after December 15, 2009, and should be
applied on a retrospective basis. This Update will not have any material impact on the Group’s results of operations,
financial position or cash flows.

In October 2009, FASB issued ASU No. 2009-14, “Software” (Topic 985): Certain Revenue Arrangements That Include
Software Elements-a consensus of the FASB Emerging Issues Task Force, that amends Subtopic 985-605, “Software:
Revenue Recognition”. The amendments of

the Update exclude from the scope of ASC 985-605 certain tangible products that contain software that functions to-
getherwith nonsoftware deliverables to deliver the tangible product’s essential functionality. The ASU does not create
any new methods of revenue recognition, but its amendments to the scope of existing guidance can significantly affect
an entity’s periodic revenue. The amendments in the Update will be effective prospectively for revenue arrangements
entered into or materially modified in fiscal years beginning on or after June 15, 2010. Early adoption is permitted. The
Group is currently evaluating the potential impact of this ASU on the Group’s consolidated financial statements.

In October 2009, FASB issued ASU No. 2009-13, “Revenue Recognition” (Topic 605): Multiple-Deliverable Revenue
Arrangements a consensus of the FASB Emerging Issues Task Force that amends Subtopic 605-25, “Revenue Rec-
ognition —Multiple-Element Arrangements”, of the FASB Codification. The amendment requires the allocation of the
overall consideration to each deliverable, using the estimated selling price in the absence of vendor-specific objective
evidence or third-party evidence of selling price for the deliverables. The Update also eliminates the residual method
of consideration allocation and improves disclosure requirements. The amendments in the Update will be effective
prospectively for revenue arrangements entered into or materially modified in fiscal years beginning on or after June
15, 2010, with early adoption permitted. Management is currently evaluating the potential impact of this ASU on the
Group’s consolidated financial statements.

In September 2009, FASB issued ASU No. 2009-12, “Fair Value Measurements and Disclosures” (Topic 820): Invest-
ments in Certain Entities That Calculate Net Asset per Share (or its equivalent that amends Subtopic 820-10, Fair Value
measurements and Disclosures, Overall of Topic 820, of the FASB Codification. ASU 2009-12 permits a reporting entry
in the absence of an active market to measure the fair value of investments that are within the scope of this Update
on the basis of the net asset value per share of investment (or equivalent) without any further adjustments if the net
asset value per share (or equivalent) was calculated in accordance with Topic 946, Financial services—Investment
companies. The update also requires the reporting entity to disclose by major category of investment the attributes of
the investment, such as the nature of any restrictions to redeem the investment, any unfunded commitments, and the
investment strategy of the investees. ASU 2009-12 is effective for interim and annual periods ending after December
15, 2009. Early application is permitted for earlier interim and annual periods that have not been issued. The Group
will adopt ASU 2009-12 from January 1, 2010. The group does not expect ASU 2009-12 to have a material impact on the
Group’s consolidated financial position and results of operations.

In August 2009, ASU No. 2009-05, “Measuring Liabilities at Fair Value”, was issued and becomes effective for the
Group on January 1, 2010. This ASU amends ASC No. 820, Fair Value Measurements and Disclosures, and provides ad-
ditional guidance on how companies should measure liabilities at fair value. While reaffirming the existing definition
of fair value, this ASU reintroduces the concept of entry value into the determination of fair value. Entry value is the
amount an entity would receive to enter into an identical liability. Under the new guidance, the fair value of a liability is
not adjusted to reflect the impact of contractual restrictions that prevent its transfer. Management is currently evalu-
ating The potential impact of this ASU on the Group’s consolidated financial statements, and management does not
expect the Update to have any material impact on the Group’s results of operations, financial position or cash flows.
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IN June 2009, the FASB issued ASC No. 810 “Consolidation” (former SFAS No. 167, “Amendments to FASB Interpretation
No. 46(R)”) which changes how a reporting entity determines when an entity that is insufficiently capitalized or is not
controlled through voting (or similar rights) should be consolidated. The determination of whether a reporting entity
is required to consolidate another entity is based on, among other things, the purpose and design of the other entity
and the reporting entity’s ability to direct the activities of the other entity that most significantly impact its economic
performance. ASC No. 810 also requires additional disclosures about a reporting entity’s involvement with variable in-
terest entities and any significant changes in risk exposure due to that involvement. A reporting entity will be required
to disclose how its involvement with a variable interest entity affects the reporting entity’s financial statements. ASC
No. 810 is effective for fiscal years beginning after November 15, 2009, and interim periods within those fiscal years.
The Group is currently evaluating the impact of adopting ASC No. 810 on its financial position, results of operations
and cash flows.

In June 2009, the FASB issued amendments to ASC No. 810 (former FASB Interpretation No. 46(R), “Consolidation of
Variable Interest Entities”) to address the effects of the elimination of the qualifying special purpose entity concept.
More specifically, it requires a qualitative rather than a quantitative approach to determine the primary beneficiary of
a variable interest entity, it amends certain guidance pertaining to the determination of the primary beneficiary when
related parties are involved, and it amends certain guidance for determining whether an entity is a variable interest
entity. Additionally, these amendments require continuous assessment of whether an enterprise is the primary ben-
eficiary of a variable interest entity. ASC No. 810 is effective for fiscal years beginning after November 15, 2009, and
interim periods within those fiscal years. The Group will adopt the provisions effective January 1, 2010. This adoption
will not have any material impact on the Group’s results of operations, financial position or cash flows.

Adopted During the Current Year

FASB Codification—On July 1, 2009 the FASB established the Codification as the single source of authoritative US
GAAP recognized by the FASB to be applied by nongovernmental entities.

The Codification is effective prospectively from July 1, 2009 and has superseded all existing non-SEC accounting and
reporting standards. From July 1, 2009 the FASB has issued new guidance in the form of Accounting Standards Updates
(“Updates™). The Codification did not impact the Company’s financial position or results of operations.

Subsequent Events —The Group adopted new guidance issued by the FASB related to subsequent events. This guid-
ance establishes general standards of accounting and disclosure requirements related to subsequent events and re-
quires management to evaluate subsequent events through

the date the financial statements are either issued or available to be issued. This guidance is effective for interim or
annual financial periods ending after June 15, 2009 and is applied prospectively. The Group adopted the guidance for
the year ended December 31, 2009.

Variable Interest Entities—In December 2008, the FASB amended ASC Nos. 310, 320, 323, 405, 460, 470, 712, 715,
810, 815, 860, 954 and 958 (former FSP FAS 140-4 and FIN 46(R)-8, “Disclosures about Transfers of Financial Assets
and Interests in Variable Interest Entities™). It requires additional disclosures about transfers of financial assets and
requires public entities, including sponsors that have a variable interest in a variable interest entity, to provide ad-
ditional disclosures about their involvement with the variable interest entities. The Group adopted the new provisions
starting from January 1, 2009. This adoption did not have any material impact on the Group’s results of operations,
financial position or cash flows.

In March 2008, the FASB issued ASC No. 815 “Derivatives and Hedging” (former SFAS No. 161, “Disclosures about De-
rivative Instruments and Hedging Activities”). This ASC improves financial reporting about derivative instruments and
hedging activities by enhanced disclosures of their effects on an entity’s financial position, financial performance and
cash flows. The Group adopted the provisions of ASC No. 815 starting from January 1, 2009. This adoption did not have
any material impact on the Group’s results of operations, financial position or cash flows.

WWW.SITRONICS.COM 83



sicronics FINANCIAL

STATEMENTS
JSC SITRONICS NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
AN D SU BSI DIARI ES (Amounts in thousands of U.S. dollars, except share

amounts or if otherwise stated)

In December 2007, the FASB issued ASC No. 805 “Business Combinations” (former SFAS No. 141 (Revised), “Business
Combinations”). This ASC applies to all transactions in which an entity obtains control of one or more businesses. In
April 2009, this ASC was amended and requires an entity to recognize the total fair value of assets acquired and liabili-
ties assumed in a business combination; to recognize and measure the goodwill acquired in the business combination
or gain from a bargain purchase and modifies the disclosure requirements. The Group prospectively adopted the provi-
sions of ASC No. 805 for business combinations for which the acquisition date is after January 1, 2009.

This adoption did not have any material impact on the Group’s results of operations, financial position or cash flows.

In December 2007, the FASB issued ASC No. 810 “Consolidation” (former SFAS No. 160, “Noncontrolling Interests
in Consolidated Financial Statements —an amendment of ARB No. 51”). This ASC applies to all entities that prepare
consolidated financial statements (except not-for-profit organizations) and affects those which have an outstanding
noncontrolling interest (or minority interest) in their subsidiaries or which have to deconsolidate a subsidiary. This
ASC changes the classification of a non-controlling interest; establishing a single method of accounting for changes
in the parent company’s ownership interest that does not result in deconsolidation and requires a parent company to
recognize a gain or loss when a subsidiary is deconsolidated. The Group prospectively adopted the provisions of ASC
No. 810 effective January 1, 2009.

3. ACQUISITIONS AND DISPOSALS

Intracom Telecom —In June 2006, SITRONICS acquired 51.0% of the common shares of INTRACOM TELECOM for EUR
120.0 million (equivalent of $150.6 million at the date of the transaction) from Intracom Holdings S.A., of which $106.7
million was paid in cash in June 2006. In May 2007, the purchase price was reduced by $1.0 million as per the terms
of the agreement and $39.6 million of the outstanding balance was paid in cash. As of December 31, 2008 $7.1 million
remained outstanding and is recorded as a liability (Note 15). The amount was paid in 2009.

SITRONICS IT B.V. —In 2008, the Group purchased the remaining 49% interest in its subsidiary, KVAZAR-MICRO COR-
PORATION B.V. (“KMC”) for $174.8 million. During the first stage of the transaction, 36% of KMC’s issued shares were
acquired from MELROSE HOLDINGS S.A. for

$116.9 million in March 2008. In June, 2008 KMC acquired the remaining 13% of its shares from MELROSE HOLDINGS
S.A. for $57.9 million and retired those shares. The Group paid $107.5 million in 2008, with $ 67.3 million remaining
payable. In 2009, $4.4 million was paid and the remaining amount payable was offset against an outstanding receiv-
able and a loan due from MELROSE HOLDINGS S.A. (Note 4). During the year ended December 31, 2008, the KMC was
renamed into SITRONICS IT B.V.

The purchase price allocation was as follows:

Property, plant and equipment $ 3,016
Otherintangibles 147
Customer contracts 1,573
Customer relationships 62,890
Goodwill 87,597
Other net assets 34,620
Deferred tax liability (15,093)
TOTAL PURCHASE PRICE S 174,750

Acquired customer contracts and the related customer relationships are amortized over the remaining contractual
terms or estimated useful life of approximately 3-7 years. Other intangibles acquired are amortized over the remaining
contractual terms of approximately 3-5 years. The goodwill associated with the transaction represented the excess
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of the cost of the business combination over the Group’s interest in the net fair value of the identifiable assets and
liabilities recognized.

In April 2009, a portion of the distribution business of SITRONICS IT B.V. was disposed of (Note 4).

JSC Digital Electronics — In September 2008, SITRONICS disposed of its 100% stake in its subsidiary — Digital Electron-
ics JSC to a third party for consideration of $2.0 million. The resulting gain in the amount of $95.7 million was offset
with the provision for the loan to Digital Electronics in the amount of $92.4 million.

4. DISCONTINUED OPERATIONS

In April 2009, SITRONICS disposed of a portion of the distribution business of its wholly-owned subsidiary, SITRON-
ICS ITB.V. The business disposed of consisted of seven entities that were engaged in the distribution of hardware and
software in Eastern Europe and the CIS, which represented the distribution business of SITRONICS in this geographic
region. The business was sold to MELROSE HOLDINGS S.A. (@ Company owned by current and former management of
SITRONICS IT B.V.) for a total consideration of $49.8 million. The amount receivable was offset against (a) an outstand-
ing payable to MELROSE HOLDINGS S.A. amounted to $62.8 million related to original acquisition of SITRONICS IT B.V
in 2008 and (b) an outstanding loan receivable from MELROSE HOLDINGS S.A. amounted to $13.0 million. The disposal
was in line with the Group strategy to focus on higher growth, higher margin and less capital intensive business lines.
The distribution business accounted for approximately 30% of the 2008 Group revenues and was reported in the Infor-
mation Technologies solutions segment. The transaction resulted in a loss of $26.2 million.

The assets and liabilities of the discontinued operations of SITRONICS IT B.V. as at the date of disposal, April 14, 2009
and December 31, 2008, consisted of the following:

APRIL 14, DECEMBER 31,

2009 2008

Current assets $121,066 $145,746
Non-current assets 1,096 1,492
TOTAL ASSETS OF DISCONTINUED OPERATIONS $122,162 $147,238
Current liabilities $ 33,164 $ 56,990
Non-current liabilities 13,000 13,359
TOTAL LIABILITIES OF DISCONTINUED OPERATIONS S 46,164 $ 70,349
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The results of operations of discontinued operations for the year ended December 31, 2009 and December 31, 2008
were as follows:

2009 2008
Total revenues $ 60,845 $607,467
Total expenses (60,932)
(576,957)
Income tax expense (317) (3,367)
(LoSS)/INCOME FROM DISCONTINUED OPERATIONS AFTER INCOME TAX S (404) S 27,143
Loss on sale of discontinued operations (25,750) =
(LoSS)/INCOME FROM DISCONTINUED OPERATIONS NET OF INCOME TAX $(26,154) S 27,143

The components of the loss on the sale of discontinued operations, net of tax as at December 31, 2009

2009
Consideration $ 49,844
Carrying value of net assets disposed (75,998)
Income taxes -
LOSS ON SALE S (26,154)
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5. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of December 31, 2009 and 2008 comprised the following:

2009 2008

RUB, USD current accounts with subsidiary of SISTEMA:

Moscow Bank for Reconstruction and Development (MBRD) $ 35,932 $ 22,623
RUB deposits with subsidiary of SISTEMA

Moscow Bank for Reconstruction and Development (MBRD) 3,835 851
Term deposits with third parties:

RUB bank deposits 198 =

JPY bank deposits 42,487 20,672

USD deposits 25,950 29

EUR deposits 10,068 11,541

UAH deposits 322 105

Other deposits 558 371
Current accounts with third parties:

USD current accounts 5,291 23,457

ROL current accounts 366 19,650

EUR current accounts 2,126 3,306

RUB current accounts 20,997 2,839

CZK current accounts 2,252 2,068

Other current accounts 9,757 7,668
Cash on hand 1,725 1,540
ToTAL $161,864 $116,720

Term deposits have original maturities less than three months. As of December 31, 2009, bank deposits bear interest
from 0.5% to 16% per annum. Interest income earned on MBRD current accounts and deposits is disclosed in Note 25.

6. SHORT-TERM INVESTMENTS

USD and RUB denominated short-term investments as of December 31, 2009 and 2008 comprised the following:

ANNUAL INTEREST RATE MATURITY DATE 2009 2008
Bank deposits (above 3 months) 6.5%—7.6% 2010 $ 410 $ 733
Short-term loans 9%-20% 2010 762 19,337
Short-term loans to SISTEMA
and subsidiaries 11%-17% 2010 1,143 670
ToTAL $2,315 S 20,740

During the year ended December 31, 2009 the Group has recognized in the statement of operations $14.1 million of

impairment of short-term investments (Note 27).
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7. TRADE RECEIVABLES, NET

Trade receivables, net of provision for doubtful accounts, as of December 31, 2009 and 2008 comprised the following:

2009 2008
Trade receivables $ 460,013 $588,955
Less: provision for doubtful accounts (53,625) (22,629)
ToTAL $406,388 $566,326

Included in trade receivables as of December 31, 2009 and 2008 are receivables for services provided and products shipped
to subsidiaries and affiliates of SISTEMA in the amounts of $99.7 million and $197.2 million, respectively (Note 25).

During the year ended December 31, 2009 the Group has recognized an additional bad debt charge of $48.9 million
mainly related to the Microelectronic Solutions and Telecommunication Solutions segments (Note 27), and recorded
the collection of $18 million, previously written off as uncollectible.

8. OTHER RECEIVABLES AND PREPAID EXPENSES, NET
Other receivables and prepaid expenses, net of provision for doubtful accounts, as of December 31, 2009 and 2008
comprised the following:

2009 2008
Advances to suppliers $ 49,860 $ 48,227
Other taxes prepaid 19,357 21,668
Receivable from Digital Electronics JSC 18,037 16,001
Prepaid expenses 16,980 19,236
Recoverable VAT 6,990 17,753
Receivable from EU programs 3,145 3,535
Loans to employees 1,155 1,081
Debt issuance costs, current portion 1,060 1,001
Other 8,947 10,598
Less: provision for doubtful accounts (25,262) (21,824)
ToTAL $ 100,269 $ 117,276

During the year ended December 31, 2009 the Group has recognized an additional bad debt charge of $5.7 million
(Note 27), and recorded the collection of $2.3 million, previously written off as uncollectible.
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9. INVENTORIES, NET

Inventories and spare parts as of December 31, 2009 and 2008 comprised the following:

2009 2008

Raw materials and spare parts $ 77,373 $ 89,219
Work-in-progress 45,696 43,763
Finished goods and goods for resale 49,513 79,549
172,582 212,531

LESS: LONG-TERM PORTION (17,792 (30,768)
TOoTAL S 154,790 S 181,763

The Group has recognized a loss on the impairment of inventory in the amount of $18.9 million and $9.9 million, for the
years ended December 31, 2009 and 2008, respectively (Note 27).

The Group has evaluated the classification of inventories and determined that $17.8 million and
$30.8 million, respectively, of inventories is expected to be sold or used in periods in excess of one year from the 2009
and 2008 balance sheet dates. Accordingly, these amounts have been classified into long-term assets.

10. PROPERTY, PLANT AND EQUIPMENT, NET

Property,plantandequipment,netofaccumulateddepreciation,asofDecember31,2009and2o008comprisedthefollowing:

2009 2008
LanD $ 20,790 $ 20,521
Buildings and leasehold improvements 196,352 187,710
Plant, machinery and equipment
(including leased vehicles and equipment of $193,431
and $24,081 as of December 31, 2009 and 2008, respectively) 358,951 147,140
Construction in progress and equipment for installation 23,690 224,528
599,783 579,899

Less accumulated depreciation:

Buildings and leasehold improvements (56,016) (47,564)
Plant, machinery and equipment (including leased vehicles and

equipment of ($11,154) and ($7,780) as of December 31, 2009

and 2008, respectively) (48,133) (32,794)
(104,149) (80,358)
ToTAL S 495,634 S 499,541

Depreciation expense for property, plant and equipment for the years ended December 31, 2009 and 2008 was $30.8
million and $35.9 million, respectively.

Land, buildings and equipment with an approximate carrying value of $107.2 million and $33.3 million as of December

31, 2009 and December 31, 2008, respectively were pledged to collateralize the outstanding balance of debt to Sher-
bank, Bank Vozrozhdenie and BAWAG Bank (see Note 16, Note 17).
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11. INTANGIBLE ASSETS AND GOODWILL, NET

Intangible assets, net of accumulated amortization, and goodwill as of December 31, 2009 and 2008 comprised the
following:

2009 2008

GROSS CARRYING ACCUMULATED NET GROSS CARRYING ACCUMULATED  NET CARRYING
VALUE AMORTIZATION CARRYING VALUE VALUE AMORTIZATION VALUE

Finite-life intangible assets:

Customer contracts and the
related customers relationships $ 87,434 (25,623) 61,811 $ 84,222 (24,292) 59,930
Software costs 156,217 (77,945) 78,272 130,509 (57,763) 72,746
Licenses 45,491 (4,548) 40,943 15,319 (3,326) 11,993
Other 17,064 (776) 16,288 12,558 279 12,279
306,206 (108,892) 197,314 242,608 (85,660) 156,948

Indefinite-life intangible assets:

Trademarks 5 = 5 3,245 = 3,245
Goodwill 86,858 - 86,858 86,858 - 86,858
ToTAL $ 393,069 (108,892) 284,177 S 332,711 (85,660) 247,051

The amortization expense for the years ended December 31, 2009 and 2008 was $27.2 million and
$37.8 million, respectively.

The estimated amortization expense for the finite-life intangible assets existing as of December 31, 2009 for each of
the five succeeding fiscal years and thereafter is as follows:

2010 40,728
2011 38,460
2012 41,761
2013 38,692
2014 33,133
Thereafter 4,540
ToTAL $197,314

The actual amortization expense to be reported in future periods could differ from these estimates as a result of new
intangible assets acquisitions, changes in useful lives and other relevant factors.
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12. LONG-TERM INVESTMENTS

Long-term investments as of December 31, 2009 and 2008 comprised the following:

2009 2008
Share in Coral/ Sistema Strategic Fund, LP $ - $ 8,409
Share in SITRONICS-NANO LLC 182,317 -
Other 1,404 2,032
Total $183,721 $10,441

THE CORAL/ SISTEMA STRATEGIC FUND, LP is a venture company which invests in high-risk companies of strategic
value for the Group and other subsidiaries of SISTEMA. Due to the deterioration in the market and economic condi-
tions, the high-risk nature of the investments and continuous losses of the LP, the Group wrote down the cost of its
investment which resulted in $7.8 million of loss in 2009. This amount was included in other non-operating losses in
the statement of operations. In case of subsequent recovery the value of the investment will not be changed.

SITRONICS-NANO LLC—In October 2009, SITRONICS entered into an agreement to form SITRONICS-NANO, which
would be owned 49.75% by SITRONICS, 49.75% by RUSNANO and 0.5% by another party. The primary purpose of
SITRONICS-NANO is to acquire equipment and licenses necessary to launch 9o nanometer microchip production and
to lease them to SITRONICS, and to provide project financing to SITRONICS. The equipment and licenses purchases will
be financed through the equity of SITRONICS-NANO and external borrowings.

In December 2009, SITRONICS contributed equipment with a fair value of RUB 6,480.0 million. ($214.3 million) and
book value of RUB 5,497.8 million ($181.8 million) into the share capital of SITRONICS-NANO in exchange for its owner-
ship interest and RUSNANO contributed RUB 6,480.0 million in cash. The Group recorded the contribution as a car-
ryover basis (no gain resulting from the difference between the fair value and the book value of the contributed assets
was recognized). The total equity capital of SITRONICS-NANO is equal to RUB 12,96 6.5 million ($438.7 million).

SITRONICS-NANO is determined to be a variable interest entity where SITRONICS has a variable interest through a
lease agreement and is not the primary beneficiary. SITRONICS accounts for the investment under the equity method.
The assets of SITRONICS-NANO as at December 31, 2009 included $130.8 million of cash and cash equivalents, $77.7
million of deposits in banks with an original maturity more than 3 months, $6.0 million of loans to SITRONICS and
$214.3 million of the investment in the lease. The SITRONICS’ share of the profit from the investment in the amount of
$0.5 million was included in the results of the Group in 2009.

RUSNANO has a put option to sell its shares to SISTEMA at market price +25% not earlier than in nine years and not
later than in 10.5 years from the date of financing (December 2009). SISTEMA has a call option to acquire at any time
RUSNANOQ’s shares at RUB 6,480.0 million plus 18% p.a.

In addition, during the first nine years of operations of SITRONICS-NANO on non-fulfillment of certain criteria, RU-
SNANO can put its share in SITRONICS-NANO to SISTEMA at RUB 6,480.0 million plus 18% p.a., less any net profit
attributed and paid to RUSNANO during the period from the date of the put option application.

The maximum exposure to a loss is determined as the Group’s contribution to SITRONICS-NANO adjusted by the
Group’s share of distributed results of the investee and is equal to $182.3 million.
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13. LONG-TERM TRADE RECEIVABLES

The long-term portion of trade receivables as of December 31, 2009 and 2008 comprised the following:

ANNUAL INTEREST RATE  MATURITY DATE 2009 2008

Trade receivables from third parties 6 month EURIBOR + 1.8%;
6 month EURIBOR + 1.5%;
3 month EURIBOR + 2.6%;

1 year EURIBOR + 2.5%; 2011-2015 $ 46,075 $ 40,578
Trade receivables from SISTEMA affiliates 3 month EURIBOR + 2.75% 2012 12,079 16,691
TOTAL $ 58,154 S 57,269

The long-term trade receivables are primarily related to customers of Intracom Telecom.

14. RESTRICTED CASH

In connection with the acquisition of Intracom Telecom in 2006, the Group placed a deposit in an escrow account that
would, in future periods, be paid to Intracom Telecom or released based on the terms of the purchase agreement. At
December 31, 2008, an amount of EUR 5.3 million ($7.5 million, including interest) was remaining on the escrow ac-
count. The amount was released in June, 2009.

As of December 31, 2009 the Group had restricted cash in the amount of $1.1 million related to collateral issued in favor
of customers.

15. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities as of December 31, 2009 and 2008 comprised the following:

2009 2008
Customers’ prepayments and billings in excess of project costs $ 67,298 $ 52,921
Interest payable on debt 24,029 13,273
Accrued payroll and vacation 21,650 13,528
Accrued expenses and other current liabilities 13,028 10,048
Current portion of capital lease (Note 18) 5,098 2,818
FIN 48 provision 2,575 12,709
Warranty obligations 1,969 2,902
Current portion of postretirement benefit obligations (Note 19) 832 2,001
Payable for KMC shares (Note 3, Note 4) - 67,279
Payable for purchase of Intracom Telecom shares (Note 3) - 7,053
TOTAL $136,479 $184,532

Customers’ prepayments and billings in excess of project costs as of December 31, 2009 and 2008 included amounts re-
lated to transactions with subsidiaries and affiliates of SISTEMA of $30.8 million and $8.7 million, respectively (Note 25).

92



sicronics FINANCIAL
STATEMENTS

JSC SITRONICS NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
AND SUBSIDIARIES

(Amounts in thousands of U.S. dollars, except share
amounts or if otherwise stated)

16. SHORT-TERM LOANS AND NOTES PAYABLE

At December 31, 2009 and 2008, short-term loans and notes payable comprised the follo' ing:

ANNUAL INTEREST RATE (ACTUAL AT DECEMBER 31, 2009) 2009 2008

Revolving credit facilities:
Including:
EUR-denominated 3 month EURIBOR+2.2%;

3 month EURIBOR+2.3%;

3 month EURIBOR+2.5%. $ 19,225 $ =
RUB-denominated 15%;16%;17 % - 17,869
USD-denominated 10%; LIBOR+8.5% 3,524 5,555

22,749 23,424
RUB-denominated loans
and notes payable to
SISTEMA and subsidiaries 20%j; 20.5%; 23%; 0.1% $ 84,103 $ 85,620

Loans and notes payable to other parties:

Including:

RUB-denominated 11%; 16%; 17%; 18.45% 31,740 2,658
ANNUAL INTEREST RATE (ACTUAL AT DECEMBER 31, 2009) 2009 2008

USD-denominated 11.5%;5.25%; LIBOR+7%;
LIBOR+9.5% 29,045 264,511

EUR-denominated 1 month EURIBOR+2.25%;
3 month EURIBOR+2.75% 24,388 24,726
CZK-denominated PRIBOR + 0.35% 1,934 2,118
87,107 294,013
Total $193,959 $403,057

REVOLVING CREDIT FACILITIES

In December 2005, Intracom Telecom entered into several EUR-denominated loan agreements with a number of finan-
cialinstitutions, including National Bank of Greece S.A., Piraeus Bank S.A. and EFG Eurobank S.A. limited in aggregate
to $82.5 million. The loans bear interest from 3-month EURIBOR+2.2% to 3-month EURIBOR+2.5%. The amount out-
standing as at December 31, 2009 under these facilities comprised $19.2 million.

During the yearended December 31, 2008, SITRONICS Microelectronic Solutions entered into a number of credit facility
agreements with Sberbank and HSBC denominated in RUB and USD, limited in aggregate to $24.8 million. The bor-
rowings under these agreements bear interest rates of 15%-17% for RUB-denominated facilities and 10%, LIBOR+8.5%
for USD-denominated facilities per annum. During the year ended December 31, 2009 the borrowings under these
facilities with Sberbank were fully repaid. The credit facility from HSBC was extended and matures in May 2010. As of
December 31, 2009, the outstanding amount under the credit facility with HSBC comprised $3.2 million.
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RUB-DENOMINATED LOANS AND NOTES PAYABLE TO SISTEMA AND SUBSIDIARIES

During the year ended December 31, 2008 and 2007, Sitronics Management issued RUB-denominated promissory
notes to SISTEMA and its subsidiaries, Finexkort-M and Finkonsaltproekt. The promissory notes were interest free and
matured upon demand. In December 2009 the promissory notes were repaid.

During the year ended December 31, 2009, Sitronics Management issued a RUB-denominated promissory note to SIS-
TEMA. The promissory note bears interest rate of 0.1% and matures at the end of 2010. The outstanding amount as at
December 31, 2009 under this agreement comprised $58.8 million.

During the year ended December 31, 2009, JSC SITRONICS issued RUB-denominated promissory notes to SISTEMA and
a subsidiary of SISTEMA, Sistema Finance. The promissory notes bear an interest rate of 20.5% and mature in March
2010. As of December 31, 2009, the amount outstanding under these promissory notes comprised $17.2 million.

During the year ended December 31, 2009, SITRONICS Microelectronic Solutions entered into

anumber of RUB-denominated loan agreements with a subsidiary of SISTEMA, MBRD. The loans mature in March-April
2010 and bear interest from 20% to 23%. The amount outstanding as at December 31, 2009 under these agreements
comprised $8.1 million.

LoANS AND NOTES PAYABLE TO OTHER PARTIES

During the year ended December 31, 2009, SITRONICS Microelectronic Solutions entered into a credit facility agree-
ment with Sberbank denominated in RUB, limited in aggregate to $19.8 million. The drawdowns bear interest rates of
16% per annum. The drawdowns mature at the end of 2010. Property, plant and equipment of Mikron with an approxi-
mate carrying value of $69.1 million are pledged as security under the agreement with Sberbank. As at December 31,
2009, the amount outstanding under this agreement comprised $19.8 million.

During the year ended December 31, 2009, SITRONICS entered into a RUB-denominated unsecured loan agreement
with Veles Capital bearing an interest rate of 18.45% and maturing in March 2010. As of December 31, 2009, the amount
outstanding under this agreement comprised $6.9 million.

During the year ended December 31, 2009, SITRONICS entered into a repurchase agreement (REPO) with MBRD as a
broker which matures in 2010. The payable under the repurchase agreement is secured by SITRONICS’ bonds with a
nominal value of RUB 133 million ($4.4 million as of December 31, 2009). As of December 31, 2009, the amount out-
standing under the REPO comprised $3.3 million.

During the year ended December 31, 2009, SITRONICS Microelectronic Solutions entered into a credit facility agree-
ment with Bank Vozrozhdenie denominated in RUB, limited in aggregate to $1.6 million. The drawdowns bear interest
rates of 17% perannum and mature in August 2010. Property, plant and equipment of Mikron with an approximate car-
rying value of $4.2 million are pledged as security under the agreement with Bank Vozrozhdenie. As of December 31,
2009, the amount outstanding under this agreement comprised $1.6 million.

During the year ended December 31, 2009, Sitronics Management entered into a USD-denominated unsecured loan
agreement with Deutsche Bank AG, London Branch bearing an interest rate of 11.5% and maturing in December 2010.
As of December 31, 2009, the amount outstanding under this agreement comprised $20.4 million.

During the year ended December 31, 2008, SITRONICS Microelectronic Solutions entered into several USD-denomi-
nated unsecured loan agreements with HSBC Bank and Commerzbank (Eurasia). During the year ended December 31,
2009 the loan from HSBC Bank was repaid while the loan from Commerzbank (Eurasia) was extended and matures in
June 2010. As of December 31, 2009, the loan with Commerzbank (Eurasia) bears interest rates of LIBOR+8% per an-
num and the outstanding amount comprised $4.3 million.
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During the year ended December 31, 2008, SITRONICS TS entered into a USD-denominated unsecured loan agreement
with HSBC Bank bearing an interest rate of LIBOR +9.5% and maturing in 2009. During the year ended December 31,
2009 the loan was extended and will mature in April 2010. The amount outstanding as at December 31, 2009 under
this agreement comprised $3.3 million.

During the year ended December 31, 2009, Intracom Telecom entered into USD-denominated unsecured loan agree-
ments with New York Commercial Bank bearing interest rates of 5.25%. As of December 31, 2009, the amounts out-
standing under this agreement comprised $1.0 million.

In March 2008, SITRONICS entered into a USD-denominated loan agreement with Alexandria Capital PLC, bearing an
interest rate of 9.25% per annum. Dresdner Bank AG was appointed as an agent under this loan agreement. In March,
2009 the outstanding amount of $75.0 million was repaid.

In November 2008, SITRONICS entered into a USD-denominated loan agreement with Vnesheconombank bearing inter-
est of LIBOR+7% and maturing in November 2009. In November, 2009 the outstanding amount of $230.0 million was
repaid.

During the year ended December 31, 2009, Intracom Telecom entered into EUR-denominated unsecured loan agree-
ments with SOC.GEN. — Geniki bank and Alphabank bearing interest rates of 1 month EURIBOR+2.25% and 3 months
EURIBOR+2.75%. As of December 31, 2009, the amounts outstanding under these agreements comprised $17.2 million,
and $7.2 million, respectively.

In 2003, SITRONICS TS CR obtained a CZK-denominated loan of $2.3 million from BAWAG Bank. The loan bears inter-
est of PRIBOR + 0.35% per annum. Land and buildings of SITRONICS TS CR with an approximate carrying value of $1.9
million are pledged as security under the agreement. The amount outstanding as at December 31, 2009 under this
agreement comprised $1.9 million.
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17. LONG-TERM DEBT

Long-term debt as of December 31, 2009 and 2008 consisted of the following:

ANNUAL
INTEREST RATE
(ACTUAL AT
DECEMBER
CURRENCY 31, 2009) 2009 2008
GOLDEN GATES B.V.
(Bank of Moscow) usD 3 month LIBOR+8% $ 230,000 $ -
Syndicated loan to
Intracom Telecom (2008) usD 6 month EURIBOR+1.5% 193,671 211,575
Russian bonds RUB 22% 96,841 102,109
Sberbank RUB 15.5%; 17% 16,235 =
Science and Industrial Policy
Department of the Moscow Government RUB 3.0% 7,175 7,386
SITRONICS-NANO RUB 14% 5,952 -
Other loans various 3.33% 2,021 2,082
Subtotal $ 551,895 $ 323,152
Less amounts maturing within one year (135,596) (123,436)
ToTAL S 416,299 $ 199,716

Borrowing from GOLDEN GATES B.V. (Bank of Moscow) —In November 2009, the Group signed a $230.0 million two-
year loan agreement with Bank of Moscow as Arranger and Agent and GOLDEN GATES B.V. as original lender. The loan
bears an interest rate of three months LIBOR + 8% per annum and is guaranteed by SISTEMA. The proceeds of the
loan were used to refinance current liabilities of SITRONICS. The loan contains financial performance covenants and
triggers, including, but not limited to, compliance with certain performance ratios. The loan also includes a number of
conditions, including a cross-default in the case of any default of any member of the SISTEMA Group on their financial
obligations, unless the aggregate amount of the financial indebtedness is less than $50.0 million for the SISTEMA
Group companies and less than $10.0 million for the SITRONICS Group companies. As of December 31, 2009, the Group
is in compliance with all existing covenants.

Syndicated Loan to Intracom Telecom —In June 2008, Intracom Telecom Solutions S.A. entered into a syndicated loan
agreement with a number of banks (Alphabank, HSBC Bank plc, Geniki Bank of Greece S.A., National Bank of Greece
S.A., Piraeus Bank S.A., EFG Eurobank S.A., FBB-First Business Bank S.A., Aspis Bank, Millennium Bank S.A.). The loan
bears interest of six month EURIBOR+1.5% to 1.7% perannum and matures in 2011 with an option to extend to 2013. The
loan is guaranteed by JSC Sitronics and Intracom Holding S.A. and contains certain restrictive covenants, including,
but not limited to, compliance with certain financial ratios. As of December 31, 2009, Intracom Telecom is in compli-
ance with all existing covenants. The amount outstanding as at December 31, 2009 under this agreement comprised
$193.7 million, where $21.5 million were included in the current portion of long-term debt.

Russian Bonds —In September 2007, SITRONICS issued RUB-denominated bonds with a par value of 1,000 Rubles

each. The three-year RUB 3 billion issue was priced at face value. The bonds have six coupon periods (the duration of
each coupon period is 182 days) and mature in September 2010. The semi-annual coupon payment of 10% per annum
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was determined for the periods from September 2007 to March 2009 (the first, second and third coupon periods). In
March 2009 the coupon rate for the periods from March 2009 to March 2010 (for the fourth and fifth coupon periods)
was announced to be 22% perannum. The note holders have an option to return the bonds to SITRONICS at their nomi-
nalvalue. During the yearended December 31, 2009 the coupon rate for the period from March 2010 to September 2010
(the sixth coupon period) was announced to be 17.7% per annum.

In March 2009, SITRONICS repurchased RUB 2.96 million (99%) of its bonds at nominal value.

The repayment was financed with credit notes in the amount of RUB 2.96 billion from MBRD-Finance. In September
2009, SITRONICS allocated RUB 2.83 million of its bonds to a number of new holders (MDM Bank, Raiffeisenbank
and others) for RUB 2.95 billion with a premium of RUB 0.12 billion above nominal value. In October 2009, SITRONICS
pledged 133 thousands of its bonds under a repurchase agreement (REPO) with MBRD (Note 16). The amount outstand-
ing as at December 31, 2009 was included in the current portion of long-term debt.

Borrowing from Sberbank—During the year ended December 31, 2009 and 2008, SITRONICS Microelectronic Solu-
tions entered into a number of credit facility agreements with Sberbank denominated in RUB, limited in aggregate to
$16.2 million. The drawdowns bear interest rates of 15.5%-17% per annum. The drawdowns mature at the end of 2011.
Property, plant and equipment of Mikron with an approximate carrying value of $32.0 million are pledged as security
under the agreement. The amount outstanding as at December 31, 2009 under this agreement comprised $16.2 mil-
lion, where $9.9 million were included in the current portion of the long-term debt.

Science and Industrial Policy Department of the Moscow Government— In December 2005, Mikron entered into a credit
facility with the Science and Industrial Policy Department of the Moscow Government. The facility is limited to RUB
217.0 million ($7.42 million as of December 31, 2008). The facility bears interest determined as one fourth of the official
rate of the Central Bank of Russia (3.0% as of December 31, 2009) and matures in 2010. As of December 31, 2009, $7.2
million was outstanding under this credit facility included in the current portion of long-term debt.

Borrowing from SITRONICS-NANO — In December 2009, SITRONICS Microelectronic Solutions entered into a number of
credit facility agreements with SITRONICS-NANO denominated in RUB, limited in aggregate to $6.0 million. The draw-
downs bear interest rates of 14% per annum. The drawdowns mature at the end of 2017. The amount outstanding as at
December 31, 2009 under this agreement comprised $6.0 million.

The other borrowings outstanding at December 31, 2008, were repaid, refinanced or extended during 2009.

The following table presents the aggregate scheduled maturities of the total debt outstanding as of December 31, 2009:

Year ended December 31,

2010 135,596
2011 237,952
2012 _
2013 172,152
2014 _
Thereafter 6,195
Total $ 551,895
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18. CAPITAL LEASE OBLIGATIONS

The capital lease obligations as of December 31, 2009 and 2008 are presented as follows:

2009 2008
Total minimum lease payments (undiscounted) $ 181,986 $ 9,596
Less: amount representing interest (9,330) (2,815)
Present value of net minimum lease obligations 172,656 6,781
Less: current portion of lease obligations (Note 15) (5,098) (2,818)
Non-current portion of lease obligations S 167,558 S 3,963

In December 2009 Microelectronic Solutions entered into a lease agreement for equipment and vehicles with SITRON-
ICS-NANO. The lease was classified as a capital lease. The total amount of the minimum lease payments was equal to
$170 million as at December 31, 2009.

Most of the agreements expire in 2018 and thereafter. Future payments under capital leases in effect as of December
31, 2009, are as follows:

YEAR ENDED DECEMBER 31,

2010 5,303
2011 19,252
2012 29,295
2013 28,475
2014 AND THEREAFTER 99,661
LESS: AMOUNT REPRESENTING INTEREST (9,330)
Total $ 172,656

19. POSTRETIREMENT BENEFITS
According to the Greek labor legislation, Intracom Telecom is obliged to provide certain postretirement benefits to its
employees (Note 2). The defined benefit pension plan is unfunded.

The following are the key assumptions used in determining the projected benefit obligation and net periodic pension
expense:

Discount rate 6.2% p.a.
Annual payroll increase 4.5% p.a.
Long-term inflation 2.0% p.a.
Staff turnover for voluntary resignation (up to 30) 11.0% p.a.
Staff turnover for voluntary resignation (from 31 to 50) 5.5% p.a.
Staff turnover for voluntary resignation (for ages above 51) 2.0% p.a.
Staff turnover for dismissal (for ages below 51) 0.2% p.a.
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The change in the projected benefit obligation for the year ended December 31, 2009 is presented in the following table:

2009 2008
Projected benefit obligation, beginning of the year $ 8,215 $ 7,255
Service cost 596 675
Interest cost 386 369
Amendments 1,104 3,054
Benefit payments (2,935) (2,343)
Actuarial gain (305) (483)
Currency translation effect 105 (312)
PROJECTED BENEFIT OBLIGATION, END OF THE YEAR S 7,166 S 8,215
Short-term portion (Note 15) 832 2,001
Long-term portion (Note 20) 6,334 6,214
The future payments to employees under the plan are expected as follows:
YEAR ENDED DECEMBER 31,
2010 832
2011 904
2012 976
2013 1,047
2014 and thereafter 3,407
Total $ 7,166

The components of the net periodic pension costs for the years ended December 31, 2009 and 2008 are as follows:

2009 2008
Service cost $ 596 $ 675
Interest cost 386 369
Net periodic pension cost $ 982 S 1,044

Amounts recognized in other comprehensive income for the years ended December 31, 2009 and 2008 are as follows:

2009 2008
Unrecognized gain $ 156 $ 246
TOTAL RECOGNIZED IN OTHER COMPREHENSIVE INCOME S 156 S 246
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As of December 31, 2009, the long-term portion of the postretirement benefit obligations was $6.3 million (Note 20),
and is included in other long-term liabilities on the consolidated balance sheet. The short-term portion amounted to
$0.8 million and is included in accrued expenses and other current liabilities (Note 15).

20. OTHER LONG-TERM LIABILITIES

As of December 31, 2009 and 2008, other long-term liabilities of the Group comprised the following:

2009 2008
Postretirement benefit obligations, long-term portion (Note 19) $ 6,334 $ 6,214
Warranty obligations, long-term portion 1,898 1,462
Accounts payable for construction 1,705 1,832
ToTAL $ 9,937 $ 9,508

21. INCOME TAX

The Group’s provision for income taxes for the years ended December 31, 2009 and 2008 was as follows:

2009 2008
CURRENT TAX EXPENSE $ 7,567 $ 12,823
Deferred income tax (credit) (21,855) (926)
TOTAL INCOME TAX (CREDIT)/EXPENSE $(14,288) S 11,897

The provision for income taxes is different from that which would be obtained by applying the Russian statutory income
tax rate of 20% to the net loss before income tax and non-controlling interests.
The items causing this difference are as follows:

2009 2008
Loss from continuing operations before income tax $ (115,095) $ (64,374)
Russian statutory tax rate 20% 24%
Income tax credit $ (23,019 $ (15,450)
Adjustments due to:
Expenses not deductible for tax purposes 15,349 48,611
Reversal of valuation allowance for tax losses carried-forward (557) (9,314)
Tax benefit/(loss) carried forward 354 (5,764)
FIN 48 adjustments (9,296) (3,662)
Withholding tax 2,387 =
Effect of different tax rates in foreign subsidiaries 494 1,581
Effect of changes in tax rates - (805)
Stock based compensation - (3,300)
INCOME TAX (CREDIT)/EXPENSE $ (14,288) $ 11,897
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Temporary differences between the tax and accounting bases of assets and liabilities give rise to the following de-
ferred tax assets and liabilities as at December 31, 2009 and December 31, 2008:

2009 2008
Deferred tax assets
Property, plant and equipment $ 22,101 $ 15,153
Tax losses carried forward 5,009 34,964
Accounts receivable 6,202 2,376
Accrued expenses 17,051 4,706
Inventories and spare parts 14,874 17,861
Allowance for deferred tax asset (562) (30,936)
AGVANCES FIOMQUSTOMETS o oeoeoveeeeeeesssssssssmssssssseessessssssssssssssons S 2,214,
Total deferred taXaSSELS i SI L D )
Deferred tax liabilities
Undistributed untaxed profit (11,596) (11,401)
Property, plant and equipment (14,505) (14,884)
Intangible assets (15,044) (17,536)
Advances to suppliers = (2,833)
Inventories and spare parts = (2,509)
Revaluation reserves = (2,266)
DT e e ettt et ettt m e (10,069 ... (2,789)
el e e 3061219 . 3 (53,218)
Net deferred tax assets, current $ 30,868 $ 5,395
Net deferred tax assets, long-term 23,855 24,486
Net deferred tax liabilities, current (16,041) (10,542)
Net deferred tax liabilities, long-term (20,385) (24,248)

As of December 31, 2009, deferred tax assets relating to tax losses carried forward in the amount of $1.4 million are at-
tributable to SITRONICS TS, and $3.1 million to SITRONICS TS CR. The remaining balance is attributable to the Intracom
Telecom. These tax losses can be utilized through 2019 in Russia and through 2012 in the Czech Republic.

The Group accounts for uncertain tax positions in accordance with FIN 48 starting from January 1, z y07. The tax assets
and liabilities are attributed to retained earnings as at January 1, 2008 in the amount of $15.5 millic 1. The effect on the
consolidated statement of operations for the year ended December 31, 2009 and December 31, 20 '8 was $9.3 million
and $3.7 million gain, respectively.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

2009 2008
Opening balance S (3,393) S (5,726)
Decrease due to the change of tax positions during the currentyear 2848 ... 2,333
Closing balance S  (545) S (3,393)

WWW.SITRONICS.COM 101



sicronics FINANCIAL
STATEMENTS

JSC SITRONICS NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
AND SUBSIDIARIES

(Amounts in thousands of U.S. dollars, except share
amounts or if otherwise stated)

A reconciliation of the beginning and ending balances of interest and penalties related to unrecognized tax benefits
are as follows:

2009 2008
Opening balance S (8,479) S (9,808)
Decrease due to reversal of tax positions during the currentyear 6,448 ... 1,329
Closing balance S (2,031) S (8,479)

During the year ended December 31, 2009, the Group reversed tax positions related to unrecognized tax benefits in
the amount of $9.5 million as the time allowed for claims expired. The Group considers it reasonably possible that ap-
proximately $1.5 million of the unrecognized tax benefit will be reversed within the next twelve months.

22. SHAREHOLDERS’ EQUITY

Common Stock— SITRONICS share capital comprises of one class of ordinary shares with each share having equal
voting rights. Based on Russian law, distributions to shareholders can only be paid out of distributable earnings. The
distributable retained earnings of SITRONICS are based on amounts determined in accordance with Russian statutory
accounting regulations and may differ significantly from the amounts calculated on the basis of U.S. GAAP.

Treasury Stock—During the year ended December 31, 2009 SITRONICS purchased 36,155,272 of its own shares from
the management of SITRONICS for a consideration of $1.1 million.
The transaction was recorded as an increase in treasury stock.

In July 2009 the Group transferred 87,959,254 of its own shares to participants of the stock option program for a
consideration of $2.8 million. The cost of the treasury shares transferred to management comprised $5.9 million and
was recorded as a decrease in treasury stock. The excess of cost of treasury shares over the consideration received
comprised $3.1 million and was recorded in accumulated deficit.

Receivable from Shareholder— In March 2006 SITRONICS sold 385,188,550 of its common shares for $13.8 million to a
former manager of SITRONICS. The present value of the receivable for shares was equal to $10.6 million as of the date
of the transaction. The outstanding receivable amounts to $10.2 million as of December 31, 2009. In accordance with
the terms of the agreement,

this shareholder receivable is either to be collected or shares are to be returned to SITRONICS

in March, 2010 (see Note 28).

Earnings Per Share (EPS) —EPS are computed using the weighted average number of shares outstanding during the
years ended December 31, 2009 and 2008. Diluted earnings per share are computed on the basis of the weighted aver-
age number of shares outstanding plus any dilutive effect of the outstanding stock options. The stock options were
anti-dilutive for the years ended December 31, 2008 and 2009.

23. STOCK OPTIONS

In July 2007, the Group established a stock option plan (“Plan”) for certain of its employees that provided for the is-
suance of 627,783,968 shares, representing 6.57% of the share capital. The shares are to be issued from the Group’s
treasury stock. The options are contingent on the continued employment of the grantees with the Group or, in some
cases, with SISTEMA. According to the terms of the plan, the grantees are entitled to buy option shares in four instal-
ments, representing 16.7% of the total amount due to each person during the years 2007, 2008, 2009, and the remain-
ing amount of 49.9% in 2010. The exercise price is 1 RUB per share. The Group recognizes the expense for stock-based
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compensation on a straight-line basis over the period represented by each tranche of options. All the participants are
restricted from selling their shares until 2010.

In July 2008, 94,636,956 stock options were exercised under the stock option program for a consideration of $4.1 mil-
lion (representing 1 RUB per share). The Group transferred the equivalent number of treasury shares to the participants.
The transaction resulted in a decrease in retained earnings in the amount of $2.7 million.

In July 2009, 87,959,254 stock options were exercised under the stock option program for a consideration of $2.8 mil-
lion (representing 1 RUB per share). The Group transferred the equivalent number of treasury shares to the participants.
The transaction resulted in a decrease in retained earnings in the amount of $3.1 million.

The compensation cost recorded during the year ended December 31, 2009 and 2008 was $5.2 million and $13.6 mil-
lion, respectively and is included in general and administrative expense. The offsetting amount has been credited to

additional paid-in capital.

The activity relating to the stock options for the year ended December 31, 2009 was as follows:

Number of shares Exercise price
Outstanding at December 31, 2008 350,783,623 =
Options granted = =
Options exercised (87,959,254) 0.03
Options forfeited = =
Outstanding at December 31, 2009 262,824,369 0.03

The assumptions used for the Black-Scholes model for each option are summarized in the table below:

Assumptions used in Black-Scholes Model Option 1 Option 2 Option 3 Option 4
Grant date fair value 0.14 0.14 0.14 0.14
Exercise price 0.04 0.04 0.04 0.04
Option lifetime, years 0.0082 1.0103 2.0096 2.6749
Expected volatility p.a. 27.1% 27.1% 27.1% 27.1%
Dividend yield 0.0% 0.0% 0.0% 0.0%
Risk-free rate p.a. 4.5% 5.3% 5.8% 5.9%
Exercise date 5 July 2007 5 July 2008 5 July 2009 5 March 2010

Assumptions on the expected volatility have been made on the basis of the average volatility of four different peer
companies. The volatility for each of these companies was calculated based on quotes for the 3 years prior to the date
of the grant, and volatility was based on daily observations of share prices for each peer company. The aggregate in-
trinsic value of the options outstanding at December 31, 2009 was $39.3 million.

As of December 31, 2009, there was $1.5 million of total unrecognized compensation cost related to non-vested share-
based compensation arrangements granted under the Plan. That cost is expected to be recognized over a 1-year period.
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24. SEGMENT INFORMATION

FASB ASC No. 280 “Segment Reporting” (former SFAS No. 131, “Disclosures about Segments of

an Enterprise and the Related Information”) establishes standards for reporting information about operating segments
in the financial statements. Operating segments are defined as components of an enterprise engaging in business
activities for which separate financial information is available

that is evaluated regularly by the chief operating decision maker or group in deciding how to allocate resources and in
assessing performance.

The classification of the business entities by segments, mentioned above, is basec on the nature of
the production process and product specification of each segment. The Group’s m nagement evaluates performance
of the segments based on their operating income.

The intercompany eliminations presented below consist primarily of intercompany s les transactions, intercompany in-
vestments and loans and other intercompany transactions and balances conducted in the normal course of operations.

An analysis and reconciliation of the Group’s business segment information to the respective information in the con-
solidated financial statements for the years ended December 31, 2009 and 2008 is as follows:

TELECOM- INFORMATION Micro-
FOR THE YEAR ENDED MUNICATION TECHNOLOGIES ELECTRONIC
DECEMBER 31, 2009 SOLUTIONS SOLUTIONS SOLUTIONS ALLOTHER  CORPORATE ToTAL
Sales to external customers $ 579,021 $ 221,512  $ 208,109 $ 15,577 % - $1,024,219
Intersegment sales 1,313 1,368 173 463 = 3,317
Depreciation and amortization (39,762) (1,306) (14,128) (2,467) (349) (58,012)
Operating (loss)/ income (17,193) 21,128 (8,262) (16,799) (30,183) (51,309)
Interest income 6,261 440 2,349 29 1,990 11,069
Interest expense (14,404) (149) (10,528) (131) (37,730) (62,942)
TELECOM-  INFORMATION MicRro-
FOR THE YEAR ENDED MUNICATION TECHNOLOGIES ELECTRONIC
DECEMBER 31, 2009 SOLUTIONS SOLUTIONS SOLUTIONS ALLOTHER CORPORATE ToTAL
Sales to external customers $ 787,106 $ 273,563 $ 291,712 $ 48,876 $ - $1,401,257
Intersegment sales 1,595 6,590 26 5,522 - 13,733
Depreciation and amortization (49,998) (9,823) (11,006) (2,546) (369) (73,742)
Operating income/ (loss) 5,084 7,734 50,713 (8,655) (30,850) 24,026
Interest income 2,201 994 237 205 1,214 4,851
Interest expense (22,592) - (5,836) (602) (13,311) (42,341)
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The reconciliation of segment operating income to the consolidated income before income tax and non-controlling

interests is as follows:

2009 2008
Total segment operating (loss)/income $ (51,309) $ 24,026
Interest income 11,069 4,851
Interest expense (62,942) (42,341)
Foreign currency transactions loss, net (3,167) (50,910)
Other non-operating losses (8,746) =
Consolidated loss before income tax and non-controlling interests S (115,095) S (64,374)

Information about the Group’s revenues attributed to different geographic areas for the years ended December 31,
2009 and 2008 is shown below. The revenue is attributed by the location of the registered office of the customer.

2009 2008
Russia and CIS, except for Ukraine $ 450,716 $ 631,777
Ukraine 93,387 150,520
Central and Eastern Europe 168,591 283,520
Greece 163,747 178,146
Asia-Pacific region 79,795 64,013
Middle East and Africa 37,643 59,510
Others 30,340 33,771

Total sales to external customers $ 1,024,219

$ 1,401,257

As of December 31, 2009 and 2008, the total assets of reportable segments comprised the following:

2009 2008

Telecommunication Solutions $ 909,279 $ 977,078
Information Technologies Solutions 279,865 453,771
Microelectronic Solutions 711,430 544,308
All Other 36,271 49,884
1,936,845 2,025,041

Corporate 562,812 573,019
Intersegment eliminations (572,830) (563,078)

Total assets $ 1,926,827

S 2,034,982
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For the years ended December 31, 2009 and 2008, the Group’s additions to property, plant and equipment and intan-
gible assets, comprised the following:

2009 2008
Telecommunication Solutions $ 54,708 $ 64,270
Information Technologies Solutions 1,455 151,131
Microelectronic Solutions 45,139 148,882
All Other 3,909 3,255
Corporate 1,564 662
Total additions to property, plant and equipment and
intangible assets $ 106,775 $ 368,200

As of December 31, 2009 and 2008, the Group’s property, plant and equipment and intangible assets, net of accumu-
lated depreciation and amortization plus goodwill, in respect of their geographical location was as follows:

2009 2008
Russia $ 437,818 $ 398,277
Greece 140,581 136,039
Czech Republic 37,334 43,736
Romania 14,913 17,341
Ukraine 146,688 147,377
Other 2,477 3,822
Total property, plant and equipment, intangible assets, net of
accumulated depreciation and amortization plus goodwill S 779,811 S 746,592

25.RELATED PARTY TRANSACTIONS

The Group enters into several related party transactions, such as for the sale of software and telecommunications
equipment, sale of smart cards, and providing of services for implementation of system integrations with entities af-
filiated with the Group through common ownership. A majority of these transactions are executed in the normal course
of business at customary rates established with third parties.

During the years ended December 31, 2009 and 2008, the Group entered into transactions with related parties as follows:

2009 2008
Sales of software and telecommunication equipment $ 144,451 $ 201,348
Systems integration 146,363 225,628
Sales of smart cards 34,250 42,829
Interest income 1,271 835
Interest expense (24,239) 1,279
Operating services consumed (4,827) (11,815)
Otherincome 1,423 2,168
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SALES OF SOFTWARE AND TELECOMMUNICATION EQUIPMENT

Mobile TeleSystems (“MTS”) — During the years ended December 31, 2009 and 2008,

SITRONICS TS CR and SITRONICS TS entered into transactions with MTS, a subsidiary of SISTEMA, and its affiliates Mobile
TeleSystems Belarus (“MTS Belarus”), Uzdunrobita (“MTS Uzbekistan”) and MTS Ukraine (previously named “UMC”) for
sales of communications software support systems and telecommunication equipment. Pursuant to these contracts,
SITRONICS TS CR and SITRONICS TS sold software, equipment and related services for approximately $112.4 million and
$138.1 million during the years ended December 31, 2009 and 2008, respectively. During the years ended December 31,
2009 and 2008 Intracom Telecom sold telecommunication equipment and provided installation services to K-Telecom
(subsidiary of MTS) for approximately $10.4 million and

$20.2 million, respectively. During the year ended December 31, 2009 Network Systems sold software products to MTS
for approximately $0.7 million.

Comstar UTS —During the years ended December 31, 2009 and 2008, the Telecommunication Solutions segment com-
panies entered into transactions with subsidiaries of SISTEMA currently comprising Comstar UTS (MGTS, MTU-Inform,
Comstar). Pursuant to these contracts,

the Telecommunication segment companies sold telecommunication equipment and rendered system maintenance serv-
ices for approximately $2.9 million and $29.0 million during the years ended December 31, 2009 and 2008, respectively.

Other Subsidiaries of SISTEMA—During the years ended December 31, 2009 and 2008,

the Telecommunication Solutions segment companies sold telecommunication equipment and rendered system main-
tenance services to Sistema Shyam Tele Services LTD (subsidiary of SISTEMA) for approximately $17.5 million and $8.8
million, respectively.

SYSTEMS INTEGRATION

During the years ended December 31, 2009 and 2008, SITRONICS IT provided systems integration services to MTS and
other SISTEMA subsidiaries and affiliates for $141.9 million and $223.1 million, respectively. The sales to other related
parties amounted to $4.4 million in 2009.

SALES OF SMART CARDS
During the year ended December 31, 2009 and 2008, SITRONICS Smart Technologies sold smart cards to MTS for $33.7
million and $42.8 million, respectively.

INTEREST INCOME

During the year ended December 31, 2009, the Group has earned $0.5 million from deposits placed at MBRD. For the year
ended December 31, 2009 the interest income on the loan provided to K-Telecom amounted to $0.6 million. The remainder
of the interest income was earned from different transactions with the companies of SISTEMA.

INTEREST EXPENSE

During the years ended December 31, 2009 and 2008, the Group had several short-term and

long-term loans outstanding with SISTEMA and its subsidiaries, including MBRD (Note 16, Note 17). Interest expenses on
these loans amounted to $24.2 million and $1.3 million for the years ended December 31, 2009 and 2008, respectively.
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TRANSACTIONS AND BALANCES WITH INTRACOM HOLDINGS S. A.

During the year ended December 31, 2009, Intracom Telecom entered into transactions with subsidiaries and affiliates of
Intracom Holdings S.A., its non-controlling shareholder. For the years ended December 31, 2009 and 2008, revenues from
these transactions amounted to $124.8 million and $133.2 million, respectively. The corresponding balances of accounts
receivable as of December 31, 2009 and 2008 comprised $87.9 million and $94.1 million, respectively. As of December 31,
2009 and 2008, the balances of advanced received comprised $1.1 million and $11.5 million, respectively.

In addition, Intracom Telecom’s expenses for services consumed and inventories purchased from these entities amount-
ed to $20.2 million and $29.4 million in the years ended December 31, 2009 and 2008, respectively. As of December 31,
2009 and 2008, trade and other payables to subsidiaries and affiliates of Intracom Holdings S.A. amounted to $36.8
million and $24.6 million, respectively.

26. COMMITMENTS AND CONTINGENCIES

OPERATING LEASES

The Group leases land, buildings and vehicles from other parties through contracts, which expire in various years through
2019. Rental expenses under these leases were $11.6 million and $15.2 million for the years ended December 31, 2009
and 2008, respectively, and were included in operating expenses in the statements of operations and comprehensive
loss.

Future minimum rental payments under operating leases in effect as of December 31, 2009, were as follows:

YEAR ENDED DECEMBER 31, 2009

2010 10,077
2011 4,968
2012 3,599
2013 2,383
2014 1,927
Thereafter 10,146
Total S 33,100

LEGAL PROCEEDINGS

In the ordinary course of business, the Group may be party to various legal and tax proceedings,

and be subject to claims. In the opinion of the management, the Group’s liability, if any, in all pending litigation, other
legal proceedings or other matters, will not have a material effect upon the financial condition, results of operations or
liquidity of the Group.

IMPORT OF GOODS

SITRONICS IT utilizes third parties to import goods into the CIS countries. There is a risk that the third parties’ import
transactions may be challenged by regulatory authorities and would be determined as inappropriate. The impact that this
determination may potentially have on the Group’s net income and financial position cannot be quantified at this stage
due to the lack of precedent for such determinations. No contingent liabilities have been recorded in the Group’s financial
statements in relation to these transactions.

GUARANTEES
All guarantees expired or were cancelled in 2009.
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27. CONCENTRATIONS OF RISK

CREDIT RISKS

During the years ended December 31, 2009 and 2008, the Group’s sales to SISTEMA’s subsidiaries and affiliates amount-
ed to $321.6 million and $458.2 million, respectively, or 31.4% and 32.7% of the Group’s consolidated revenues for the
respective periods. The Group’s trade receivables from SISTEMA’s subsidiaries and affiliates as of December 31, 2009
and December 31, 2008 are disclosed in Note 7; the Group’s cash and short-term investments balances with SISTEMA’s
subsidiaries and affiliates are disclosed in Notes 5 and 6, respectively.

Intracom Telecom encounters a concentration of revenue and receivables among a few significant customers. Five cus-
tomers in this entity accounted for revenues of $172.0 million in the year ended December 31, 2009, which is 16.8% of
the Group’s consolidated revenues for this year. Trade receivables from these customers amounted to $61.5 million as of
December 31, 2009.

INDUSTRY RISKS

The industries in which the Group operates are characterized by rapid technological changes, competitive pricing pres-
sures and cyclical market patterns. The Group’s financial results are affected by a wide variety of factors, including the
general economic conditions in the countries where the Group’s entities operate, industry-specific economic conditions,
the timely implementation of new manufacturing technologies, the ability to safeguard patents and intellectual property
in rapidly evolving markets and reliance on vendors and independent distributors. The Group is exposed to the risk of
obsolescence of its inventory depending on the mix of future business. As a result, the Group may experience significant
period-to-period fluctuations in future operating results due to the factors mentioned above, or other factors.

TAX RISk

The Russian and Ukrainian economies, while deemed to be of market status, continue to display certain traits consistent
with that of emerging markets. These characteristics have in the past included higher than normal inflation, insufficient
liquidity of the capital markets, and the existence of currency controls. The continued success and stability of the Rus-
sian and Ukrainian economies will be subject to their respective governments’ continued actions with regard to legal and
economic reforms.

Russia and Ukraine currently have a number of laws related to various taxes imposed by governmental authorities. Ap-
plicable taxes include VAT, corporate income tax, and payroll taxes, together with others. The policies on implementa-
tion of these regulations are often inconsistent or nonexistent. Accordingly, few precedents with regard to tax rulings
have been established. Tax declarations, together with other legal compliance areas (for example, customs and currency
control matters), are subject to review and investigation by a number of authorities, which are enabled by law to impose
extremely severe fines, penalties and interest charges. These facts create tax risks in Russia and Ukraine that are more
significant than typically found in countries with more developed tax systems.

Management believes that it has adequately provided for tax liabilities in the Group’s consolidated financial statements;
however, the risk remains that relevant authorities could take a different position with regard to interpretive issues.
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OPERATING ENVIRONMENT AND FINANCIAL RISKS

At the end of 2008 and through 2009, the markets where the Group offers its products and services have been affected
by the global economic crisis and the recession. As shown in the accompanying financial statements, the Company has
incurred net losses of $119.1 million and $53.9 million in 2009 and 2008 respectively. The impact of impairment of assets,
provisions for bad debts and other reserves amounted to $94.4 million and $18.7 million respectively. The primary com-
ponents of these costs relate to the provision for bad debts in the Telecommunication Solutions and the Microelectronics
Solutions segments and impairment of inventory in the Telecommunication Solutions and former Consumer Services
and Products segments, and impairment of short-term investments. The provisions for bad debt reflect the current es-
timation of collectability of the Group’s outstanding receivables based on the impact of the economic downturn on the
Group’s customers. The management will continue to make efforts to collect the amounts which have been provided
for. A decreased activity of the former Consumer Services and Products segment led to the impairment of its inventory,
while decreased sales volumes resulted in lower inventory turnover and a further decrease in the value of inventory in
the Telecommunication Solutions segment. The recognition of impairment of short-term investments reflects a change in
management estimation of the recoverability of investments due to the deterioration in the economic environment.

The impairment losses and reserves are recognized in a separate line in the statement of operations and comprise as
follows:

2009 2008
Provision for bad debt $ 54,627 $ 5,629
Impairment of inventory 18,882 9,934
Impairment of fixed assets 6,823 1,019
Impairment of short-term investments and other assets 14,055 2,147
Total S 94,387 $ 18,729
Impairment losses and reserves for discontinued operations $ - $ 2,253

Management believes that the amount of provisions and reserves adequately reflects the future uncertainties related to
recoverability of SITRONICS assets. However, while many countries, including Russia, have recently reported an improve-
ment of the situation in the financial markets, a further downturn can still occur. Adverse changes could adversely affect
the Group’s access to capital and cost of capital, its business, results of operations, value of its assets, financial condition
and prospects. Debtors of the Group may be affected by the lower liquidity situation which could in turn impact their abil-
ity to repay the amounts owed. Deteriorating operating conditions for debtors may also have an impact on management’s
cash flow forecasts and assessment of the impairment of financial and non-financial assets. An exposure to the risk of
obsolescence of inventory may increase due to lower business activity, reduced capital expenditures of the clients and
other consequences of recession.

The devaluation of currencies against the US dollar resulted in $3 million and $51 million of losses in 2009 and 2008, re-
spectively. The fluctuations of currency exchange rates will also continue to influence the financial results of the Group.

The management believes that it has been taking all the necessary steps to overcome the challenging market conditions.
While many markets and geographical areas where we sell our products and services may have little to no growth in 2010,
there still remains a large number of businesses and consumers who have yet to use the solutions and services provided
by the Group. As economies and market conditions improve we will present new opportunities to our customers.
However, in the context of the current global economic environment, the degree of volatility could be very different from
what is expected and what the management is planning for. This may affect the financial position and results of opera-
tions of the Group. The effect of this influence cannot be predicted with a fair degree of confidence.
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28. SUBSEQUENT EVENTS

Stock Options Plan— In January 2010, SITRONICS’ Board of Directors established a three-year stock option plan for senior
and middle management of the Group. As per the terms of the plan the participants are granted phantom shares, contin-
gent on their performance, continued employment with the Group and other conditions. The quantity of phantom shares
granted is determined at the beginning of each year and is equal to 5,288,470 phantom shares for 2010. The participants
have a right to require the Group to purchase a certain amount of phantom shares at specific dates at a price equal to
the average price of 1 GDR at the LSE 60 days prior to the end of the year multiplied by a respective quantity of phantom
shares.

Credit Agreement with Bank of Moscow—In January 2010, MIKRON entered into a RUB-denominated credit facility with
Bank of Moscow. The facility is limited to RUB 1.3 billion ($43.0 million at December 31, 2009 exchange rate) and matures
in 2011. The borrowings under the facility bear interest at the refinancing rate of the Central Bank of the Russian Federa-
tion +3% to 4% per annum. The funds were borrowed for working capital financing and refinancing of short-term and
long-term borrowings, including Sberbank loans. Land and buildings of MIKRON with an approximate carrying value of
$9.4 million will be pledged as security under the agreement after state registration of the mortgage. As of March 2010,
the outstanding amount under this agreement is unsecured and comprised $13.7 million.

Preliminary Sale and Purchase Agreement—in January 2010, SITRONICS and GEISECKE & DEVRIENT GMBH signed a pre-
liminary agreement of sale and purchase of a share in the charter capital of LLC SITRONICS Smart Technologies (“SST”).
The parties agreed to subsequently enter into an agreement, not earlier than certain events will occur but in any case not
later than by April 30, 2010 to buy and sell a share in the charter capital of SST with a par value 66,407,067, which consti-
tutes 35% of the charter capital. The price will be equal to RUB 101.9 million.

Credit agreement with Bank of Moscow— In March 2010, SITRONICS signed a RUB 4.0 billion ($132.3 million at December
31, 2009 exchange rate) credit agreement with Bank of Moscow. The agreement’s initial term runs to 29 October 2010
with the option of extending it to March 31, 2013. This credit was secured through joint guarantees from JSC SITRONICS
Telecommunication Solutions and SITRONICS ITLLC. The funds were borrowed to refinance short-term debt, including the
buyback of SITRONICS bonds in March 2010.

Interest Payment to Bondholders —In March 2010, SITRONICS made its fifth interest payment on the series o1 bond issue.
The coupon rate comprised 22%. The total amount of interest paid was RUB 329.1 million.

Reacquisition of Bond Issue— In March 2010, SITRONICS reacquired 0.3% of its series 01 bond issue for RUB 7.650 million
($252.9 thousands).

Receivable from Shareholder—In March 2010, as per terms of the agreement, the shareholder used his right to return to
SITRONICS the unpaid 300,158,550 common shares amounting to $10.2 million as of December 31, 2009 (see Note 22).

Credit agreement with Bank of Moscow— In April 2010, SST entered into a USD-denominated credit facility with Bank
of Moscow. The facility is limited to $5.0 million and matures on March 31, 2012. The borrowings under the facility bear
interest of 1-month LIBOR + 9.5-10.5% per annum, but not less then 9.75% and not more than 12% per annum. The funds
were borrowed to finance the purchase of a 35% share in SST, and for working capital financing. The facility is secured
by guaranties of MIKRON and JSC SITRONICS, and also land and buildings of MIKRON with an approximate carrying value
of $9.4. The same land and building are pledged in the 4.0 billion credit arrangement of MIKRON with Bank of Moscow
referred to above.

SITRONICS management has evaluated subsequent events through April 16, 2010, the date when its financial statements
were issued.

WWW.SITRONICS.COM 111



sitronics

GLOSSARY

2.5G NETWORK

Bridging the gap between 2G and 3G cellular service, 2.5G
extends CDMA and GSM technologies with faster Web ac-
cess, Multimedia Messaging Service (MMS), and a change
in radio architecture to handle more bandwidth. 2.5G and
2G phones and networks are interoperable for basic call-
ing and SMS capability.

2G SECOND GENERATION NETWORK
Second-generation digital cellular service is the most
widely used worldwide. It offers digital voice calling, lim-
ited Web-access capability, and Short Message Service
(SMS). 2G technologies can be divided into CDMA-based
and TDMA-based standards. 2G introduced data services
for mobile, starting with SMS text messages.

3G THIRD GENERATION NETWORK

Third-generation mobile communications technology, as
defined by the ITU, provides a global standard for cellu-
lar networks capable of handling live video calls and data
access at broadband speeds. There are several flavors of
3G, including EDGE, CDMA 2000, and WCDMA/UMTS. The
emerging global 3G standard is WCDMA/UMTS.

3GPP THIRD GENERATION PARTNERSHIP PROJECT
A collaboration agreement that was established in De-
cember 1998 by a number of telecommunications stand-
ards bodies. The objective of 3GPP is to make a globally
applicable third generation mobile phone system speci-
fication.

ASIC APPLICATION-SPECIFIC INTEGRATED CIRCUIT
An integrated circuit customized for a particular use, rath-
erthan intended for general-purpose use.

ATM AUTOMATED TELLER MACHINE CARD
A plastic card enabling the holder to access an automated
teller machine to obtain cash and statements.

BACKHAULING

Backhauling is the connection of remote nodes to the net-
work core. In the case of cellular networks, this means the
connection of the remote base stations to the base sta-
tion controller, and from there to the core network.

BROADBAND ACCESS

A term used to describe data transmission rate of 256
kilobits per second or higher.
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BSS BUSINESS SUPPORT SYSTEM

Typically refers to part of support systems dealing with
customers’ supporting processes such as taking orders,
processing bills, and collecting payments. Together with
0SS are often abbreviated BSS/0SS or simply B/OSS.

BWA BROADBAND WIRELESS ACCESS

A technology aimed at providing high-speed wireless ac-
cess over a wide area from devices such as personal com-
puters to data networks.

CAD ComPUTER AIDED DESIGN
A designation of software tools used in the design of in-
tegrated circuits.

CAN CONTROLLER AREA NETWORK, CAN-BUS

Avehicle bus standard designed to allow microcontrollers
and devices to communicate with each other within a ve-
hicle without a host computer. CAN is a message based
protocol, designed specifically for automotive applica-
tions but now also used in other areas such as industrial
automation, smart houses, medical equipment etc.

CDMA CoDE DivISION MULTIPLE ACCESS

A digital cellular technology that uses spread-spectrum
techniques. Unlike competing systems, such as GSM,
CDMA does not assign a specific frequency to each user.
Instead, every channel uses the full available spectrum.
Individual conversations are encoded with a pseudo-ran-
dom digital sequence.

CDN CONTENT DELIVERY NETWORK

A system of computers networked together across the
Internet that cooperate transparently to deliver content,
especially large media content, to end users.

CKD CoMPLETE-KNOCK DOWN

A complete kit needed to assemble a particular product.
It is a common practice among car manufacturers to sell
knocked down kits to their foreign affiliates in order to
avoid high import taxes and/or receive tax preferences for
providing local employment. A similar approach is often
used in consumer electronics goods.

CLEANROOM

An area within a semiconductor fabrication facility in
which the wafer fabrication takes place. The classification
of a cleanroom relates to the maximum number of parti-
cles of contaminants per cubic foot within that room. For
example, a class 100 cleanroom contains fewer than 100
particles of contaminants per cubic foot.
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CMMI

CAPABILITY MATURITY MODEL INTEGRATION

A collection of instructions that an organization can fol-
low with the purpose of controlling its software develop-
ment process. The CMMI ranks software development
organizations according to a hierarchy of five process
maturity levels. Each level ranks the development envi-
ronment according to its capability of producing quality
software. A set of standards is associated with each of
the five levels.

CPM

CORPORATE PERFORMANCE MANAGEMENT, BPM
A set of management and analytic processes that enable
the performance of an organization to be managed with a
view to achieving one or more pre-selected goals. Syno-
nyms for «business performance management» include
«corporate performance management» and «enterprise
performance management». This class of information
systems provides the consolidated financial and non-
financial reporting, as well as the tasks of planning and
budgeting of the organization. The basic and necessary
component of such systems is the presence of non-rela-
tional OLAP-data repository, source of which are different
enterprise information systems.

CRM CUSTOMER RELATIONSHIP MANAGEMENT

A set of processes and supporting software that allows an
organization to collect and leverage information on cus-
tomer interactions with sales, marketing, and customer
service departments.

CRT CATHODE RAY TUBE

A cathode ray tube refers to any electronic vacuum tube
employing a focused beam of electrons. Certain types of
cathode ray tubes are used as displays for television, ra-
dar and oscilloscopes.

CTI COMPUTER TELEPHONY INTEGRATION

The name given to the merger of traditional telecommuni-
cations equipment with computers and computer applica-
tions. The use of caller identification to retrieve customer
information automatically from a database is an example
of a CTl application.

DMA DIRECT MEMORY ACCESS

Transfer of data from a peripheral device, such as a hard
disk drive, into memory without that data passing through
the microprocessor. DMA transfers data into memory at
high speeds with no processor overhead.
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DMOS

DouBLE-DIFFUSED METAL-OXIDE SEMICONDUCTOR
A specific type of transistor designed to handle large pow-
ers. Compared to the other power 230 semiconductor de-
vices, its main advantages are high commutation speed
and good efficiency at low voltages.

DMS DEFENSE MESSAGE SYSTEM

All hardware, software, procedures, standards, facilities,
and personnel used to exchange messages electronically
between organizations and individuals in the U.S. Depart-
ment of Defense.

DSL DIGITAL SUBSCRIBER LINE
Public network technology that delivers high bandwidth
over conventional copper wiring at limited distances.

DSLAM

DIGITAL SUBSCRIBER LINE ACCESS MULTIPLEXER
A device that connects many digital subscriber lines to a
network by multiplexing the DSL traffic onto one or more
network trunk lines.

DSTK DynamIc SIM TooL KiT

This toolkit provides mechanisms that allow applications,
existing in a SIM card, to interact and operate with any mo-
bile equipment that supports the specific mechanisms re-
quired by the application. In other words, the toolkit extends
the communication protocol between the SIM card and the
mobile telephone. With this toolkit, the SIM card has a proac-
tive role in the mobile telephone by initiating commands in-
dependently of the mobile telephone and network.

DVB-T

DIGITAL VIDEO BROADCASTING-TERRESTRIAL

The broadcasting of digital TV overthe traditional terrestri-
al TV broadcasting network. It is a European standard us-
ing MPEG-2 for video compression and MPEG-2 and Dolby
Digital for audio and is transmitted in a 6 to 8MHz channel
of the traditional terrestrial broadcasting network.

DWDM

DENSE WAVELENGTH DIVISION MULTIPLEXING

An optical transmission of multiple signals over closely
spaced wavelengths in the 1550 nanometer band.
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EEPROM ELECTRONICALLY ERASABLE PROGRAM-
MABLE READ-ONLY MEMORY

Nonvolatile memory chips that are programmed after
they are manufactured and, if necessary, can be erased
by some means and reprogrammed.

EDMS

ELECTRONIC DOCUMENT MANAGEMENT SYSTEM
The system providing automation of the processes of cre-
ation, approval, storage of all documents of the organi-
zation. Standard EDMS system contains several modules
that allow to implement both organizational and adminis-
trative paperwork and other tasks, including intercompa-
ny cooperation and support of unified database to store
data from various modules.

EGNOS EUROPEAN GEOSTATIONARY NAVIGATION
OVERLAY SERVICE

It is a satellite based augmentation system (SBAS) under
development by the European Space Agency, the Euro-
pean Commission and EUROCONTROL. It is intended to
supplement the GPS, GLONASS and Galileo systems by
reporting on the reliability and accuracy of the signals. It
is similar to American WAAS system.

EMS COMPANY

ELECTRONICS MANUFACTURING SERVICES

A company that provides design, test, manufacture,
distribute and return/repair services for electronic com-
ponents and assembles for original equipment manufac-
turers.

EMV EuroPAY, MASTERCARD, VISA

A standard for interoperation of IC cards and IC capable
point of sale terminals, for authenticating credit and debit
card payments.

E-PASSPORT

A combined paper and electronic identity document that
uses biometrics to authenticate the citizenship of travel-
ers. The passport’s critical information is stored on a com-
puter chip, much like information stored on smart cards.
See also “Smart Card.”
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ERP ENTERPRISE RESOURCE PLANNING

A system that integrates all data and processes of an or-
ganization operational management into a single unified
system. A typical ERP system will use multiple compo-
nents of computer software and hardware to achieve the
integration. A key part of most ERP systems is the single,
unified database to store data for the various system
modules.

FEMTOCELL

Small mobile network base station having a small radius
of radio coverage (about 15 m), combining the functional-
ity of the base station and controller and supporting bind-
ing to a network of mobile carrier for IP-based networks,
including the Internet.

FIXED-LINE EQUIPMENT

Equipment designed specifically to serve the needs of
telecommunications operators of wired (land) lines with
fixed (as opposed to mobile) end-user location.

FMS FRAUD MANAGEMENT SYSTEMS

A system designed to detect, manage and assist in the
investigation of fraudulent events in a telecommunica-
tion operator’s network. These systems are typically con-
sidered to be part of Revenue Assurance systems. FMS
identify abnormalities in data traffic patterns and report
suspicious activity that suggest fraudulent or irregular
activity.

GALILEO

A global navigation satellite system (GNSS) currently be-
ing built by the European Union (EU) and European Space
Agency (ESA).

GLONASS

GLObal NAvigation Satellite System is a Russian radio-
based satellite navigation system. It is an alternative and
complementary to the United States' Global Positioning
System (GPS), the Chinese Compass navigation system,
and the planned Galileo positioning system of the Euro-
pean Union (EU).

GMSC

GATEWAY MOBILE SWITCHING CENTER

A Gateway Mobile Services Switching Center is a node
used to interconnect two networks. The GMSC relieves
the transit traffic load from the MSC thereby lowering in-
terconnection costs between MSCs with the overall ben-
efit of generally optimizing network structure.
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GNSS

GLOBAL NAVIGATION SATELLITE SYSTEM

An integrated electronic-technical system, consisting of
a combination of ground and space hardware is used to
determine the location (latitude and altitude), as well as
movement parameters (speed and direction of motion,
etc.) forvarious objects.

GSM

GLOBAL SYSTEM FOR MOBILE COMMUNICATIONS
A digital mobile telecommunications system standard-
ized by European Telecommunications Standards Insti-
tute, an independent standardization organization of the
telecommunications industry, based on digital transmis-
sion and cellular network architecture with roaming in use
throughout Europe and in various other countries in the
900 MHz (GSM 900) and 1800 MHz (GSM 1800) frequency
bands.

GPS GLOBAL POSITIONING SYSTEM

NAVSTAR GPS (NAVigation Satellites providing Time And
Range) —American satellite navigation system used to
determine the location (latitude and altitude), as well as
movement parameters (speed and direction of motion,
etc.) forvarious objects.

HIGH FREQUENCY TRANSISTOR
A transistor that operates on high (between 30 to 300
MHz) radio frequencies.

HLR HOME LOCATION REGISTER

A database that contains information about subscribers
to a mobile network. The HLR registers subscribers for a
particular service provider. The HLR stores “permanent”
subscriber information (rather than temporary subscriber
data), including the service profile, the location informa-
tion, and the activity status of the mobile user.

IAS-W

THE NAME OF INTRACOM TELECOM PRODUCT

A digital wireless access system based on point-to-
multipoint technology offering a wireless backbone
with wireline or wireless last mile access. The system is
designed for areas where access is primarily wireless,
as prescribed by the geographical morphology and resi-
dential spread. The utilization of the system, offers a mi-
crowave primary network, while the last-mile subscriber
connections are implemented either via copper cable or
completely wireless.
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IBAS

THE NAME OF INTRACOM TELECOM PRODUCT
Multiservice Access Node, Wireline Access-NGN-Broad-
band infastructure-FTTC/N, enabling service provision-
ing from everywhere, Open solutions in accordance with
the NGN concept, integrated NG Pair Gain Functionality.
Provides services of legacy services (POTS/ISDN, Leased-
line, and Pair-Gain) as well as Triple Play, multiple Broad-
band (high speed Internet, IP TV, gaming)

IC INTEGRATED CIRCUIT

A miniaturized electronic circuit (consisting mainly of
semiconductor devices, as well as passive components)
which has been manufactured on the surface of a thin
substrate of semiconductor material.

IMS |P MULTIMEDIA SUBSYSTEM

A next-generation network for carriers developed by 3GPP
that uses the IP protocol as its foundation and supports
data, video, SIP-based voice over IP as well as packet-
switched and circuit-switched phone systems.

IN INTELLIGENT NETWORK

INis a network architecture intended both for fixed as well
as mobile telecom networks.It allows operators to differ-
entiate themselves by providing value-added services in
addition to the standard telecom services such as PSTN,
ISDN and GSM services on mobile phones.

IP INTERNET PROTOCOL
Protocol used in the Internet for communication among
multiple networks.

IPTV

A technology that allows to transmit video in IP packets
and uses streaming video techniques to deliver sched-
uled TV programs or video-on-demand.

ISDN INTEGRATED SERVICES DIGITAL NETWORK
Communication protocol offered by telephone companies
that permits telephone networks to carry data, voice, and
other source traffic.
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ISO INTERNATIONAL ORGANIZATION

FOR STANDARDIZATION

An international standard-setting body composed of rep-
resentatives from national standards bodies. Founded on
February 23, 1947, the organization produces world-wide
industrial and commercial standards, the so-called 1SO
standards.

IT INFORMATION TECHNOLOGIES
Telecommunications, computing and media technolo-
gies.

IVR INTERACTIVE VOICE RESPONSE

Systems that provide information in the form of recorded
messages over telephone lines in response to user input
in the form of spoken words. Examples include banks that
allow to check balances from any telephone and automat-
ed stock quote systems.

LAN LocAL AREA NETWORK

A short distance data transmission network designed to
interconnect personal computers, workstations, minicom-
puters, file servers and other computing devices within a
localized environment, for the purpose of sharing files,
programs and various devices such as printers and high-
speed modems. LANs may have a decentralized commu-
nications management, or include dedicated computers
or file servers that provide a centralized source of shared
files and programs.

LCD Liquip CRYSTAL DisPLAY

A thin, flat display device made up of any number of color
or monochrome pixels arrayed in front of a light source or
reflector. See also “TFT.”

MICROWAVE FREQUENCY TRANSISTORS
Atransistor that operates on microwave or super high (be-
tween 3 to 30 GHz) frequencies.

MMS MULTIMEDIA MESSAGING SERVICE

An enhanced transmission service that enables graphics,
video clips and sound files to be transmitted via mobile
phones. Developed as part of the 3GPP project, MMS
phones are generally backward compatible with short
messaging service (SMS) systems.
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MPLS MULTIPLE PROTOCOL LABELING SYSTEM
Switching method that forwards IP traffic using a label.
This label instructs the routers and the switches in the
network where to forward the packets based on pre-es-
tablished IP routing information.

MSAN MuULTI-SERVICE ACCESS NODES
Multi-Service Access Nodes are platforms that allow core
network to interoperate with all the different access tech-
nologies (POTS, ISDN, ADSL, etc.).

MSC MOBILE SWITCHING CENTER

The primary service delivery node for GSM, responsible
for handling voice calls and SMS as well as other services
(such as conference calls, FAX and circuit switched data).
The MSC sets up and releases the end-to-end connection,
handles mobility and hand-over requirements during the
call and takes care of charging and real time pre-paid ac-
count monitoring.

MULTIPLEXING
A technique used to send multiple signals over the same
channel simultaneously.

NGN NEXT GENERATION NETWORKS

A broad term to describe some key architectural evolu-
tions in telecommunication core and access networks.The
general idea behind NGN is that one network transports
all information and services (voice, data, and all sorts of
media such as video) by encapsulating these into pack-
ets, like it is on the Internet. NGNs are commonly built
around the Internet Protocol, and therefore the term «all-
IP» is also sometimes used to describe transformation
towards NGN.

NTMS NETWORK TERMINALS MANAGEMENT
SYSTEM

An application that provides operators with remote ac-
cess to network terminating units.

0SS OPERATION SUPPORT SYSTEM

Computer systems used by telecommunications service
providers, dealing with the telecom network itself, sup-
porting processes such as maintaining network inventory,
provisioning services, configuring network components,
and managing faults. The complementary term—Busi-
ness Support Systems or BSS. The two systems together
are often abbreviated BSS/0SS or simply B/0OSS.
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OTA OVER-THE-AIR PLATFORM

OTA platform manages a SIM card remotely (Over-the-Air)
and changes its content after the card has been issued.
This platform allows the subscriber to manage mobile
content such as stock 234 quotes and weather forecasts
through their mobile phones or through the internet.

PACKAGED INTEGRATED CIRCUIT

A chip die wired and assembled into the package ready for
use (mounting on the printing board). There are hundreds
of types of packages with several compounds, number of
pins, geometry, etc.

PBX PRIVATE BRANCH EXCHANGE

Digital or analog telephone switchboard located on the
subscriber premises and used to connect private and
public telephone networks. PBXs make connections
among the internal telephones of a private organization —
usually a business — and also connect them to the public
switched telephone network (PSTN) via trunk lines.

PDH PLESIOCHRONOUS DIGITAL HIERARCHY

A technology used in telecommunications networks to
transport large quantities of data over digital transport
equipment such as fibre optic and microwave radio sys-
tems. The term plesiochronous is derived from Greek
plesio, meaning near, and chronos, time, and refers to
the fact that PDH networks run in a state where different
parts of the network are nearly, but not quite perfectly,
synchronised.

PLD PROGRAMMABLE LOoGIC DEVICE

Electronic component used to create digital integrated
circuits. Unlike conventional digital circuits, the logic of
the FPGA is not defined by manufacturing but is set by
programming.

PND PERSONAL NAVIGATION DEVICE

Personal Navigation Device—a small device allows the
user to determine the geographical coordinates of the
current location using satellite navigation systems, as
well as perform other navigational functions.

PSTN PuBLIC SWITCHED TELEPHONE NETWORK

General term referring to the variety of telephone net-
works and services in place worldwide.
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RA REVENUE ASSURANCE

A practice to ensure a telecommunication operator’s sys-
tems and processes maximize revenue, principally by pre-
venting or minimizing the loss of revenues due to unbilled
or underbilled services, late bill collection or fraudulent
use of services.

RADIO ACCESS
Connection to a telecommunications network using radio
signals.

RBT RING BACK TONE

A distinct ring tone received by the calling party during
call set up, this may be personalized by the receiving par-
ty to transmit tone, music, messages or advertisements.

RFID RADIO FREQUENCY IDENTIFICATION

A data collection technology that uses electronic tags for
storing data. The tag is made up of an RFID chip attached
to an antenna.

SCHOTTKY DIODE
A semiconductor diode with a low forward voltage drop
and a very fast switching action.

SDH SYNCHRONOUS DIGITAL HIERARCHY

European standard that defines a set of rate and format
standards that are transmitted using optical signals over
fiber-optic media. Synchronous networking differs from
PDH in that the exact rates that are used to transport the
data are tightly synchronized across the entire network,
using atomic clocks. This synchronization system allows
entire inter-country networks to operate synchronously,
greatly reducing the amount of buffering required be-
tween elements in the network.

SDP SeEssION DESCRIPTION PROTOCOL

A protocol intended for describing multimedia sessions
for the purposes of session announcement, session invi-
tation, and other forms of multimedia session initiation.

SIM SuUBSCRIBER IDENTITY MODULE

An electronic card inserted into a mobile handset that
identifies the subscriber to the network. The SIM card
contains the personal identification number of the sub-
scriber and identifies the subscriber’s network.
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SIP SESSION INITIATION PROTOCOL

A signalling protocol, widely used for setting up and tear-
ing down multimedia communication sessions such as
voice and video calls over Internet Protocol (IP). Other fea-
sible application examples include video conferencing,
streaming multimedia distribution, instant messaging,
presence information and online games. The protocol can
be used for creating, modifying and terminating two-party
(unicast) or multiparty (multicast) sessions consisting of
one or several media streams. The modification can in-
volve changing addresses or ports, inviting more partici-
pants, adding or deleting media streams, etc.

SKD SEmI-KNOCK DOWN
An incomplete kit needed to assemble a particular prod-
uct. See also “CKD.”

SMART CARD

A pocket-sized card with embedded integrated circuits.
There are usually two types of smart cards: memory card
and microprocessor card. Memory cards contain only
non-volatile memory storage components, and perhaps
some specific security logic. Microprocessor cards con-
tain memory and microprocessor components.

SMS SHORT MESSAGING SERVICE

A text message service that enables short messages of
generally no more than 140-160 characters in length to be
sent and transmitted from a mobile phone. SMS messag-
es travel to the mobile phone over the system’s control
channel, which is separate from the voice channel.

SMSC SHORT MESSAGING SERVICE CENTER
Anetwork elementin the mobile telephone network which
delivers SMS messages. Short messages are stored and
forwarded at SMS centers, which allows to retrieve mes-
sages later if the subscriber is not immediately available
to receive them. See also SMS.

SRM SUPPLIER RELATIONSHIP MANAGEMENT
A set of processes and supporting software that allows or-
ganizations to collect and use to his advantage information
on relationships with suppliers, to meet the challenges of an-
alyzing the reliability of suppliers. The software for electronic
trading platforms is also a part of this class of systems.

SoC—SYSTEM-ON-A-CHIP

An electronic circuit that performs the function of a device
and is placed on one integrated circuit
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TDM TiIME-DIVISION MULTIPLEXING

A technology that allows multiple digital signals (or ana-
log signals carrying digital data) to be carried on a sin-
gle transmission path by interleaving portions of each
signal in time. Interleaving can be done at bits or blocks
of bytes. This enables digitally encoded speech signals
to be transmitted and switched optimally within a circuit-
switched network.

TETRA TERRESTRIAL TRUNKED RADIO

TETRAis a radio based telecommunications standard tar-
geted primarily at the mobile radio needs of public safety
groups (such as police and fire departments), utility com-
panies, etc. for voice and data communications services.

TFT THIN FILM TRANSISTOR

A special kind of field effect transistor made by depositing
thin films for the metallic contacts, semiconductor active
layer, and dielectric layer. The best known application of
thin-film transistors is in TFT LCDs, a variant of LCD technol-
ogy. Transistors are embedded within the panel itself, reduc-
ing crosstalk between pixels and improving image stability.

TRIPLE PLAY

A marketing term for the provisioning of the three servic-
es: high-speed Internet, television and telephone service
over a single broadband connection.

UMTS UNIVERSAL MOBILE TELEPHONE SERVICE

A 3G mobile wireless telecommunications system whose
standards are being developed by the Third Generation
Partnership Project (3GPP).

USSD

UNSTRUCTURED SUPPLEMENTARY SERVICES DATA
A messaging function in GSM-based mobile phones. Un-
like regular text messages, USSD messages travel over
GSM signaling channels and are used to query informa-
tion and trigger services. Response times for interactive
USSD-based services are generally quicker than those
used for SMS.

VAS

VALUE-ADDED SERVICES

Value-added services have come to mean additional serv-
ices provided by the telecommunication network opera-
tors above and beyond voice services.
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VERILOG, VERILOG HDL

VERILOG HARDWARE DESCRIPTION LANGUAGE
Hardware description language used for describing and
modeling of electronic systems. This language allows de-
signing, verification and implementation (for example, as
VLSI) of analog, digital and mixed electronic systems at
different levels of abstraction.

VoIP VOICE OVER INTERNET PROTOCOL

A general term for a family of transmission technologies
for delivery of voice communications over IP networks
such as the Internet or other packet-switched networks.

WAAS WIiDE AREA AUGMENTATION SYSTEM

The global American system of differential corrections. It
is designed in the USA to improve positioning accuracy
and reliability of GPS navigation data. International Civil
Aviation Organization refers to such systems as Satellite
Based Augmentation Systems (SBAS).

WAN WiDE AREA NETWORK
A computer network covering a broad geographical area.

WAP WIRELESS APPLICATION PROTOCOL

A protocol for wireless communications that makes it pos-
sible to create advanced telecommunications services
and to access Internet pages from a mobile telephone.

WCDMA
A technology for wideband digital radio communications
of Internet, multimedia, video and other capacity-de-
manding applications in 3G mobile telecommunications
networks.

WIBAS

THE NAME OF INTRACOM TELECOM PRODUCT

A Multiservice PmP platform that perfectly fits both for
backhauling and Corporate Access applications. Wire-
less system based on Point to Multipoint architecture /
topology used to support either Access network (data &
voice services ) or Transmission networks (backhauling
services).
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WIMAX WORLD INTEROPERABILITY

FOR MICROWAVE ACCESS

A telecommunications technology that provides wire-
less transmission of data using a variety of transmission
modes, from point-to-multipoint links to portable and
fully mobile internet access. In addition, mobile WiMAX
offers a voice and higher-speed data alternative to the
cellular networks.

WIRELESS ACCESS

A technology aimed at providing high-speed wireless ac-
cess over a wide area from devices such as personal com-
puters to data networks.

WIRELINE ACCESS
A technology aimed at transmission of data and voice
over wired lines.

xDSL

A family of technologies that provides digital data trans-
mission overthe wires of a local telephone network (ADSL,
HDSL, SDSL and VDSL). DSL originally stood for digital
subscriberloop, but as of 2009 the term digital subscriber
line has been widely adopted as a more marketing-friend-
ly term for ADSL. The download speed of consumer DSL
services typically ranges from 256 kilobits per second
(kbit/s) to 24,000 kbit/s, depending on DSL technology,
line conditions and service-level implementation.
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RESPONSIBILITY
STATEMENT

To the best of my knowledge (a) the financial statements, prepared in accordance with the US GAAP, give a true and
fair view of the assets, liabilities, financial position and profit or loss of JSC SITRONICS and the undertakings included
in the consolidation taken as a whole; and (b) the management report includes a fair review of the development
and performance of the business and the financial position of JSC SITRONICS and the undertakings included in the
consolidation taken as a whole, together with a description of the principal risks and uncertainties that they face.

Yours sincerely,

SERGEY ASLANIAN
President and Chief Executive Officer of JSC SITRONICS
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CONTACTS

JSC “SITRONICS”

address:  39/5, 3-ya Tverskaya-Yamskaya str., bld 1
Moscow, 125047, Russia

telephone: +7 (495) 225 0030

fax: +7 (495) 225 0036

e-mail: ir@sitronics.com

web-site:  www.sitronics.com

“SITRONICS TELECOMMUNICATION SOLUTIONS”
address: 29, Novoslobodskaya str., bld 2
Moscow, 127055, Russia
telephone: +7 (495) 921 4881
fax: +7 (495) 921 4885
e-mail: office@sitels.ru
web-site:  www.sitronicsts.com

INTRACOM TELECOM

address:  19.7 km Markopoulou Ave.
Peania Athens, Greece, GR-19002

telephone: +30210 66 71 000

fax: +30 21066 71 001

e-mail: info@intracom-telecom.com

web-site:  www.intracom-telecom.com

WWW.SITRONICS.COM

“SITRONICS INFORMATION TECHNOLOGIES”

address:

telephone:
fax:
e-mail:
web-site:

address:

telephone:
fax:
e-mail:
web-site:

13/1/22, Milutinsky str.
Moscow, 101000, Russia
+7 (495) 739 8999

+7 (495) 739 8758
sit@sitronics.com
www.it.sitronics.com

1, Pivnichno-Syretska st.

Kyiv, 04136, Ukraine, Kyiv-136, a/b 78
+380 44 2399999

+380 44 2399999

sit@sitronics.com
www.it.sitronics.com

“SITRONICS MICROELECTRONICS”

address:

telephone:
fax:
e-mail:
web-site:

12/1, 1st Zapadny proezd
Zelenograd, Moscow, 124460, Russia
+7 (495) 229 7001

+7 (495) 2297702

smd@mikron.ru

www.mikron.ru





