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IMPORTANT INFORMATION ABOUT THIS PROSPECTUS

If you are in any doubt about the contents of this document, you should consult your stockbroker, bank
manager, solicitor, accountant or financial adviser. It should be remembered that the trading price of the GDRs
can go down as well as up.

The Company accepts responsibility for the information contained in this Prospectus. To the best knowledge
of the Company (having taken all reasonable care to ensure that such is the case), the information contained in
this Prospectus is in accordance with the facts and does not omit anything likely to affect the import of such
information. As far as the Company is aware and able to ascertain, no facts have been omitted which would
render the information reproduced or sourced from the market report described below inaccurate or misleading
and, with respect to the reproduced or sourced information, the Company accepts responsibility only for the
accurate extraction of such information from the market report.

The Company notes that certain information under the heading “Industry” and related market and
competitive data appearing elsewhere in this Prospectus has been reproduced from a market report dated
December 2006 that was prepared at our request and expense by Douglas—Westwood Limited, a third party,
referred to hereinafter as Douglas—Westwood. The business address of Douglas—Westwood is Saint Andrews
House, Station Road East, Canterbury CT1 2WD, England. Douglas—Westwood is a global consulting and
services organization focused on the energy and marine industries. Douglas—Westwood has no material interest
in the Company. Excerpts of the market report prepared by Douglas—Westwood for us, any summaries of
portions of such market report, and any information sourced from such market report are included in this
Prospectus with the approval, consent and authorization of Douglas—Westwood which has authorized the
contents of those parts of this Prospectus. Douglas—Westwood accepts responsibility for the market and
competitive data in the sections entitled “Summary”, “Industry”, “Business” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations™ attributable to it and confirms that it has taken all
reasonable care to ensure that the information contained in the parts of the Prospectus for which it is responsible
is, to the best of its knowledge, in accordance with the facts and does not omit anything likely to affect the import
of such information.

The contents of the Company’s website do not form any part of this Prospectus.

Morgan Stanley & Co. International Limited, Renaissance Securities (Cyprus) Limited and Alfa Capital
Holdings (Cyprus) Limited, London branch (the “Managers”) are acting for the Company and no one else in
connection with the Offering. They will not regard any other person as their respective clients in relation to the
Offering and will not be responsible to anyone other than the Company for providing the protections afforded to
their respective clients or for providing advice in relation to the Offering or any transaction or arrangement
referred to in this Prospectus.

The distribution of this Prospectus and the offer of the Shares and GDRs in certain jurisdictions may be
restricted by law. No action has been or will be taken by the Company, the Selling Shareholders or the Managers
to permit a public offering of the Shares or the GDRs or to permit the possession or distribution of this
Prospectus (or any other offering or publicity materials or application forms relating to the Shares) in the UK or
any other jurisdiction where action for that purpose may be required. Accordingly, neither this document nor any
advertisement or any other offering material may be distributed or published in any jurisdiction except under
circumstances that will result in compliance with any applicable laws and regulations. Persons into whose
possession this Prospectus comes should inform themselves about and observe any such restrictions. Any failure
to comply with these restrictions may constitute a violation of the securities law of any such jurisdictions. The
Offering and sale of the GDRs and the distribution of this Prospectus are subject to the restrictions set forth
below and under “Subscription and Sale” and “Selling and Transfer Restrictions”.

Investors should rely only on the information in this Prospectus. No person has been authorized to give any
information or make any representations other than those contained in this Prospectus and, if given or made, such
information or representations must not be relied on as having been authorized by the Company, the Selling
Shareholders or the Managers. Neither the delivery of this Prospectus nor any subscription or purchase of shares
made pursuant to this Prospectus shall, under any circumstances, create any implication that there has been no
change in the affairs of the Company and its subsidiaries (the “Group”) since, or that the information contained
herein is correct at any time subsequent to, the date of this Prospectus.

Apart from the responsibilities and liabilities, if any, which may be imposed on any of the Managers by the
FSMA or the regulatory regime established thereunder, none of the Managers accepts any responsibility



whatsoever for the contents of this Prospectus or for any other statement made or purported to be made by it, or
on its behalf, in connection with the Company, the Shares, the GDRs or the Offering. The Managers accordingly
disclaim all and any liability whether arising in tort, contract or otherwise (save as referred to above) which they
might otherwise have in respect of such Prospectus or any such statement.

The contents of this Prospectus are not to be construed as legal, financial, business or tax advice. Each
prospective investor should consult his, her or its own legal adviser, independent financial adviser or tax adviser
for legal, financial or tax advice. None of the Company, the Selling Shareholders or any of the Managers makes
any representation to any offeree or purchasers of the GDRs regarding the legality of an investment in such
GDRs by such offeree or purchaser.

In connection with the Offering, the Managers and any of their respective affiliates acting as an investor for
its or their own account(s) may subscribe for GDRs and, in that capacity, may retain, purchase, sell, offer to sell
or otherwise deal for its or their own account(s) in such securities, any other securities of the Company or other
related investments in connection with the Offering or otherwise. Accordingly, references in this Prospectus to
the GDRs being issued, offered, subscribed or otherwise dealt with should be read as including any issue or offer
to, or subscription or dealing by, the Managers or any of them and any of their affiliates acting as an investor for
its or their own account(s). The Managers do not intend to disclose the extent of any such investment or
transactions otherwise than in accordance with any legal or regulatory obligation to do so.

In connection with the Offering, Morgan Stanley & Co. International Limited, as the Stabilizing
Manager, or persons acting on its behalf, may (but will be under no obligation to), to the extent permitted
by applicable law, over-allot or effect transactions with a view to supporting the market price of the GDRs
at a level higher than that which might otherwise prevail in the open market for a period of 30 days after
the announcement of the Offer Price. However, the Stabilizing Manager is not required to enter into such
transactions. Such stabilizing, if commenced, may be discontinued at any time, and may only be
undertaken during the period from the date of adequate public disclosure of the final price of the GDRs,
up to and including, if undertaken, 30 calendar days thereafter (the “Stabilization Period”).

In connection with the Offering, the Stabilizing Manager or persons acting for it, may over-allot GDRs. For
the purposes of allowing the Stabilizing Manager to cover short positions resulting from any such over-
allotments and/or from sales of GDRs effected by the Stabilizing Manager during the Stabilization Period, the
Company has granted the Stabilizing Manager the Over-Allotment Option pursuant to which the Stabilizing
Manager may require the Company to issue additional Shares, to be issued by the Depositary as GDRs, up to in
the aggregate a maximum of 15% of the total number of GDRs comprised in the Offering, at the Offer Price. The
Over-Allotment Option is exercisable, in whole or in part, upon notice by the Stabilizing Manager, at any time
during the Stabilization Period. Any GDRs made available pursuant to the Over-Allotment Option will be issued
on the same terms and conditions as the GDRs being issued in the Offering and will form a single class for all
purposes with the other GDRs.

In making an investment decision, prospective investors must rely on their own examination of the
Company and the terms of this Prospectus, including the risks involved.

A copy of this Prospectus can be obtained at the registered office of the Company. See “General
Information”. The information set forth in this Prospectus is only accurate as of the date on the front cover of this
Prospectus. The Company’s business and financial condition may have changed since that date.

NOTICE TO INVESTORS IN THE CAYMAN ISLANDS

An exempted company such as the Company that is not listed on the Cayman Islands Stock Exchange is
prohibited from making any invitation to the public in the Cayman Islands to subscribe for the Shares or the
GDRs.

NOTICE TO INVESTORS IN THE EUROPEAN ECONOMIC AREA

In any Member State of the European Economic Area (“EEA”) that has implemented Directive 2003/71/EC
(together with any applicable implementing measures in any Member State, the “Prospectus Directive”), this
communication is only addressed to, and is only directed at, qualified investors in that Member State within the
meaning of the Prospectus Directive.
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This Prospectus has been prepared on the basis that all offers of GDRs will be made pursuant to an
exemption under the Prospectus Directive, as implemented in member states of the EEA, from the requirement to
produce a prospectus for offers of GDRs. Accordingly any person making or intending to make any offer within
the EEA of GDRs which are the subject of the placement contemplated in this Prospectus should only do so in
circumstances in which no obligation arises for the Company or any of the Managers to produce a prospectus for
such offer. Neither the Company nor the Managers have authorized, nor do they authorize, the making of any
offer of GDRs through any financial intermediary, other than offers made by Managers which constitute the final
placement of GDRs contemplated in this Prospectus.

NOTICE TO INVESTORS IN THE RUSSIAN FEDERATION

Neither the Shares nor GDRs have been registered under the law of the Russian Federation “On the
Securities Market” dated April 22, 1996, as amended, and the Shares and GDRs are not being offered, sold or
delivered in the Russian Federation. This Prospectus should not be considered as a public offer or advertisement
of GDRs in the Russian Federation, and is not an offer, or an invitation to make offers, to purchase any GDRs in
the Russian Federation or to any Russian resident except as may be permitted by Russian law.

NOTICE TO INVESTORS IN THE UNITED KINGDOM

This Prospectus is only being distributed to and is only directed at: (i) persons who are outside the United
Kingdom; (ii) investment professionals falling within Article 19(5) of the Financial Services and Markets Act
(Financial Promotion) Order 2005 (the “Order”); and (iii) high net worth entities falling within Article 49(2)(a) to
(d) of the Order, all such persons together being referred to as “relevant persons”. The GDRs are only available
to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire such GDRs will be engaged
in only with, relevant persons. Any person who is not a relevant person should not act or rely on this Prospectus
or any of its contents.

NOTICE TO INVESTORS IN THE UNITED STATES

The GDRs and the Shares have not been and will not be registered under the Securities Act or the securities
laws of any state of the United States or any other jurisdiction and may not be offered or sold in the United States
except pursuant to Regulation S under the Securities Act and all applicable state securities laws. The GDRs are
being offered and sold outside the United States in offshore transactions as defined in, and in reliance on,
Regulation S.

NOTICE TO INVESTORS IN KAZAKHSTAN

The GDRs will not, directly or indirectly, be offered for subscription or purchase in Kazakhstan, nor will
invitations to subscribe for or buy or sell GDRs be issued in Kazakhstan, nor will any draft or definitive
document in relation to any such offer, invitation or sale be distributed in Kazakhstan, except in compliance with
the laws of Kazakhstan.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Prospectus includes forward-looking statements, which include all statements other than statements of
historical facts, including, without limitation, any statements preceded by, followed by or that include the words
“targets”, “believes”, “expects”, “aims”, “intends”, “will”, “may”, “anticipates”, “would”, “could” or similar
expressions or the negative thereof. Such forward-looking statements involve known and unknown risks,
uncertainties and other important factors beyond our control that could cause our actual results, performance or
achievements to be materially different from future results, performance or achievements expressed or implied
by such forward-looking statements. Such forward-looking statements are based on numerous assumptions
regarding our present and future business strategies and the environment in which we will operate in the future.
Among the important factors that could cause our actual results, performance or achievements to differ materially
from those expressed in such forward-looking statements include those set forth in “Management’s Discussion
and Analysis of Financial Condition and Results of Operations”, “Risk Factors” and elsewhere in this Prospectus.
These forward-looking statements speak only as at the date of this Prospectus. We expressly disclaim any
obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained
herein to reflect any change in our expectations with regard thereto or any change in events, conditions or
circumstances on which any of such statements are based unless required to do so by the disclosure rules or the
listing rules of the Financial Services Authority.
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SERVICE OF PROCESS AND ENFORCEMENT OF FOREIGN JUDGMENTS

The Company is incorporated under the laws of the Cayman Islands. The Selling Shareholders are
incorporated under the laws of several jurisdictions. Certain persons referred to herein are residents of the
Russian Federation and certain entities referred to herein are incorporated under the laws of the Cayman Islands
or the Russian Federation or other countries of the Commonwealth of Independent States. All or a substantial
portion of our assets and the assets of such persons and entities and the majority of the Selling Shareholders are
located outside the United Kingdom. As a result, it may not be possible for investors to effect service of process
upon such persons in the United Kingdom or to enforce against them or us judgments obtained in foreign courts
predicated upon the laws of jurisdictions other than the Cayman Islands.

There is no bilateral treaty between the Cayman Islands and the United Kingdom or any multi-lateral treaty
to which the Cayman Islands and the United Kingdom are a party in respect of the recognition and enforcement
of judgments obtained in the English courts. A judgment obtained in a foreign court will be recognized and
enforced in the courts of the Cayman Islands without any re-examination of the merits at common law, by an
action commenced on the foreign judgment in the Grand Court of the Cayman Islands, where the judgment is
final and in respect of which the foreign court had jurisdiction over the defendant according to Cayman Islands
conflict of law rules and which is conclusive, for a liquidated sum not in respect of penalties or taxes or a fine or
similar fiscal or revenue obligations, and which was neither obtained in a manner, nor is of a kind enforcement of
which is, contrary to natural justice or the public policy of the Cayman Islands.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Except as otherwise noted, the audited consolidated financial statements of the Company and its subsidiaries
as of and for the periods ended December 31, 2005, 2004 (and, in the case of certain subsidiaries, for the period
ended December 31, 2003) included in this Prospectus (the “Audited Consolidated Financial Statements”) have
been prepared in accordance with International Financial Reporting Standards (“IFRS”), which includes
International Accounting Standards and Interpretations issued by the International Accounting Standards Board,
and the unaudited condensed consolidated interim financial information of the Company and its subsidiaries as of
and for the nine-month periods ended September 30, 2006 and 2005 included in this Prospectus (the “Unaudited
Condensed Consolidated Interim Financial Information™) has been prepared in accordance with the International
Accounting Standard 34, “Interim Financial Reporting” (“IAS 34”). We refer to our Audited Consolidated
Financial Statements and our Unaudited Condensed Consolidated Interim Financial Information together as our
“Consolidated Financial Statements”.

The financial statements of JSC “Azimuth Energy Services”, JSC “Geostan” and LLC “Tomsk Geophysical
Company” as of and for the periods ended December 31, 2005 and 2004 and the unaudited interim combined
financials statements of Azimuth as of September 30, 2006 and for the nine months ended September 30, 2006
and 2005 were prepared in accordance with accounting principles generally accepted in the United States of
America.

The unaudited condensed pro forma financial information for the year ended December 31, 2005 and as of
and for the nine months ended September 30, 2006 is presented to give effect to the acquisition of PNBK, Smith
Eurasia, YGF, TNGF, GFS, RGK, SRIPNO, Argillit, STM, PBN, BI, URBO, NLK and Azimuth (collectively
referred to as the “Acquired Entities”) as if they had occurred on January 1, 2005 or September 30, 2006, as
appropriate.

We present “Adjusted EBITDA” in this Prospectus. Adjusted EBITDA represents profit (loss) before
interest income (expenses), exchange gains (losses), income taxes, gain on acquisition of subsidiaries, loss on
disposal of property, plant and equipment, depreciation and amortization, share-based compensation and
minority interest. We present Adjusted EBITDA because we consider it an important supplemental measure of
our operating performance and believe it is frequently used by securities analysts, investors and other interested
parties in the evaluation of companies in our industry. Adjusted EBITDA has limitations as an analytical tool,
and you should not consider it in isolation, or as a substitute for analysis of our operating results as reported
under IFRS. Some of these limitations are as follows:

e Adjusted EBITDA does not reflect the impact of financing costs, impact of income taxes, depreciation
and amortization, gain on acquisitions of subsidiaries, loss on disposal of property, plant and equipment,
share-based compensation, and exchange costs.

* Adjusted EBITDA is also calculated using profits attributable to both shareholders of the Company and
minority shareholders of subsidiaries. By including profits and losses attributable to minority
shareholders, Adjusted EBITDA does not reflect the portion of the consolidated group’s results accruing
to shareholders of the Company.

Other companies in our industry may calculate Adjusted EBITDA differently or may use it for different
purposes than we do, limiting its usefulness as a comparative measure. We rely primarily on our IFRS operating
results and use Adjusted EBITDA only supplementally. See our Consolidated Financial Statements included
elsewhere in this Prospectus.

Adjusted EBITDA is a measure of our operating performance that is not required by, or presented in
accordance with, IFRS. Adjusted EBITDA is not a measurement of our operating performance under IFRS and
should not be considered as an alternative to profit, operating profit or any other performance measures derived
in accordance with IFRS or as an alternative to cash flow from operating activities or as a measure of our
liquidity. In particular, Adjusted EBITDA should not be considered as a measure of discretionary cash available
to us to invest in the growth of our business.

In this Prospectus we refer to LLC “Argillit” as “Argillit”, LLC “BK Alliance-3”, LLC “BK Alliance”, LLC
“Alliance-5", LLC “Tarpan” and LLC Firma “Paritet”, collectively, as “Alliance”, LLC “BK Sever” as “BKS”,
LLC “PBN Group” as “PBN”, Smith Eurasia, Inc., SE Management LLC, Supply International and Smith
Eurasia Ltd., collectively, as “Smith Eurasia”, OJSC “Pavlovsky Mashzavod” as Pavlovsky Mashzavod, OJSC
“Yamalgeophyzika” as “YGF”, OJSC “Tyumenneftegeophyzika” as “TNGF”, LLC “Geophyzservis” as “GFS”,
OJSC “Russian Geophysical Company” as “RGK”, LLC “Oil Equipment Renovation Services and Sales” as
“SRIPNO”, LLC “KomiQuest” as “KomiQuest”, OJSC “Concern Stromneftemash” as “STM”, CJSC “PNBK” as
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“PNBK”, LLC “VNIIBT-Burovoy Instrument” as “BI”, CJSC “Uralmash-Burovoe Oborudovanie” as “URBO”,
LLC “Integra Drilling” as “Integra Drilling” and JSC “Azimuth Energy Services” as “AES”, JSC “Geostan” as
“Geostan” and LLC “Tomsk Geophysical Company” as “TGC”, AES, Geostan and TGC, collectively, as
“Azimuth”, OJSC NPO “Burovaya Technika” as “NPO Burovaya Technika” and CJSC “NLK” as NLK. When
we refer to any of these entities, we include their subsidiaries.

Market data used in this Prospectus under the captions “Summary”, “Risk Factors”, ‘“Management’s
Discussion and Analysis of Financial Condition and Results of Operations”, “Industry” and “Business” have
been extracted from official and industry sources and other sources we believe to be reliable. Throughout this
Prospectus, we have also set forth certain statistics from industry sources and other sources we believe to be
reliable. Sources of such information, data and statistics include the Ministry of Natural Resources. Such
information, data and statistics have been accurately reproduced and, as far as we are aware and are able to
ascertain from information published by the aforementioned sources, no facts have been omitted which would
render the reproduced information, data and statistics inaccurate or misleading.

In this Prospectus, unless the context requires otherwise, all references to the “Company” are to Integra

Group. Unless the context requires otherwise, all references to “Integra”, “we”, “us”, “our”, “the Group” or “our
Group” are to the Company and its consolidated subsidiaries, taken as a whole.

In this Prospectus, all references to “RUR” and “ruble” are to the currency of the Russian Federation, all
references to “€”, “Euro” and “euro” are to the currency of the participating member states in the third stage of
the Economic and Monetary Union of the Treaty establishing the European Community and all references to
“US$”, “$”, “US dollar” and “dollar” are to the currency of the United States. Solely for the convenience of the
reader and, except as otherwise stated, this Prospectus contains translations of some ruble amounts into US
dollars at a conversion rate of RUR 26.78 to US$1.00, which was the official average exchange rate quoted by
the Central Bank of the Russian Federation (the “Central Bank™) on September 30, 2006. No representation is
made that the ruble or dollar amounts referred to herein could have been or could be converted into rubles or
dollars, as the case may be, at these rates, at any particular rate or at all. See “Exchange Rate Information”.

In this Prospectus, all references to:

e “US” are to the United States;

e “UK” are to the United Kingdom,;

* “Russia” are to the Russian Federation;

e “EU” are to the European Union and its member states as of the date of this Prospectus;

* “EEA” are to the European Economic Area and its member states as of the date of this Prospectus; and

e “CIS” are to the Commonwealth of Independent States, its member and associated member states as of
the date of this Prospectus, being Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan,
Moldova, Russia, Tajikistan, Turkmenistan, Ukraine and Uzbekistan.

Certain amounts and percentages that appear in this Prospectus have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be the mathematical aggregation of the figures
which precede them, and figures expressed as percentages in the text may not total 100% when aggregated.



SUMMARY

This summary must be read as an introduction to this Prospectus and any decision to invest in the GDRs
should be based on a consideration of this Prospectus as a whole, including the Risk Factors. Following the
implementation of the relevant provisions of the Prospectus Directive in each Member State of the EEA, no civil
liability will attach to the Company in any such Member State solely on the basis of this summary, including any
translation hereof, unless it is misleading, inaccurate or inconsistent when read together with the other parts of
this Prospectus. Where a claim relating to the information contained in this Prospectus is brought before a court
in a Member State of the EEA, the plaintiff investor may, under the national legislation of the Member State
where the claim is brought, be required to bear the costs of translating this Prospectus before the legal
proceedings are initiated.

The Company

We are a leading Russian independent provider of onshore oilfield services and are also one of the leading
manufacturers in the Russian Federation of drilling rigs with heavy lifting capacity and cementing equipment and
certain specialized equipment used in the exploration, development and production of oil and gas. We offer a
diversified range of products and services to local and international oil and gas companies, primarily in Russia
and other CIS countries.

We were formed in March 2004 by a group of Russian and western executives who saw an opportunity to
build an independent oilfield services and equipment manufacturing company by acquiring existing assets in the
growing and consolidating oilfield services and equipment manufacturing markets in the Russian Federation.
Through 14 strategic acquisitions, we have become one of the leading companies in the oilfield services and
equipment manufacturing sectors of the Russian market. According to Douglas—Westwood, based on their
estimate of 2006 revenue, we have an approximately 3.9% share of the oilfield services market in Russia and an
approximately 67.8% share of the Russian oilfield services equipment manufacturing market among drilling rigs
with heavy lifting capacity, performance downhole motors, turbines and cementing equipment.

For the nine months ended September 30, 2006, we had sales of US$324.9 million, operating profit of
US$8.6 million and Adjusted EBITDA of US$54.5 million on an actual basis and sales of US$487.6 million and
an operating loss of US$1.9 million on a pro forma basis including all of the acquisitions completed during 2006.

Our current business is divided into two main divisions, equipment manufacturing and oilfield services, with
the oilfield services division further divided into two primary lines of business: drilling, workover and integrated
project management (“IPM”) services and formation evaluation services.

Our oilfield services business operates at each stage of the upstream oil and gas business—exploration,
development and production. We offer drilling, workover and project management services, logging and seismic
services, cementing, coring and other specialized services, and we also manufacture, sell and lease drilling tools.
We have oilfield services operations in each major onshore oil and gas producing region in the Russian
Federation—Timan-Pechora, the Volga-Urals, Western Siberia and Eastern Siberia—and have a presence in
many other CIS countries.

Our equipment manufacturing businesses design, manufacture and supply new and upgraded heavy drilling
rigs under the well-known Russian brand ‘Uralmash’, and also design, manufacture and sell cementing
equipment. Our main manufacturing assets are located in Ekaterinburg and Kostroma in the Volga-Urals region
of Russia and Tyumen in the Western Siberia region of Russia where there is a developed industrial and
transportation infrastructure and access to a skilled labor force.

In both our oilfield services and equipment manufacturing divisions, we count among our customers the
major Russian and international oil and gas companies operating in Russia and other CIS countries, as well as
small and medium-sized independent companies operating in these markets. Although we provide extraction
services to the oil and gas industry, we have no ownership interest in the oil and gas that we help our customers
to extract.




Competitive Strengths

e Leading independent oilfield services provider and oilfield equipment manufacturer in the Russian
Federation.

* Broad range of oilfield services and equipment.
e Presence in all major onshore oil and gas producing regions of the Russian Federation.
* Diversified customer base.

* Experienced management team.

Strategy
*  Grow our market share through value enhancing acquisitions.

e Support organic growth of acquired operations by modernizing and/or upgrading equipment and
improving integration to increase efficiencies and realize synergies.

e Offer more value-added oilfield services through project management and engineering services and
utilization of customized technologies.

e Expand our manufacturing business by increasing the volume and type of equipment manufactured and
offering repair and maintenance services.

* Continue to diversify our oilfield services to ensure sustainable revenue.

Industry Overview

Douglas—Westwood estimates that the total market for oilfield services, as well as oilfield service
equipment manufacturing, was US$11.8 billion in 2006 which will rise to US$15.6 billion by 2011. According to
Douglas—Westwood’s estimates, US$69.7 billion will be spent in total between 2007 and 2011 in the oilfield
services market, representing a compound annual growth rate of 18% based on 2006 prices.

Current Trading and Prospects

Sales in the fourth quarter were significantly above the previous quarterly levels due to seasonal trends in
manufacturing and formation evaluation, as well as the consolidation of recent acquisitions for the full quarter.
As a result of unusually warm weather during December and January, mobilization of some of our drilling and
seismic crews has been delayed. This may affect our ability to timely perform our contracts in the first quarter;
however, management currently believes that the Company’s performance for the full year 2007 is unlikely to be
affected.

During the current annual contracting period, we have won a number of new tenders and additionally
extended several contracts that expired in December 2006. The aggregate revenue attributable to 2007 under
these contracts, contract extensions entered into through January 15, 2007 and the 2007 portion of multi-year
contracts that had identifiable contract values for 2007 totaled approximately US$276.4 million. We also entered
into a number of annual and multi-year contracts that have established rates for services. Because of the nature of
the services contracted, the amount of revenue attributable to 2007 cannot be quantified as of the date of this
Prospectus; however, management believes that the amounts that will be realized from these arrangements will
be in line with our expected growth trends. We expect to win further tenders and enter into related contracts
through the end of the annual contracting period which generally ends in March.




Recent Developments

Subsequent to September 30, 2006: IG Holdings Limited acquired Azimuth from International Energy
Services, Inc., for total consideration of US$37.3 million and agreed to acquire NLK for total
consideration of US$3.7 million;

we entered into several loan, guarantee and pledge agreements with lenders and other parties totaling
US$232.3 million (including 10.7% ruble-denominated bonds due November 2011 with an aggregate
principal amount equivalent to US$114.5 million); and

we breached certain covenants in one of our debt agreements. To obtain a waiver of the breaches of
covenants, we agreed to amend the terms of the agreement and make certain payments to the lender.

Risk Factors

An investment in the GDRs involves substantial risks and uncertainties. These risks and uncertainties
include, among others, those listed below. Investors should carefully consider all of the information in this
Prospectus prior to making an investment in the GDRs.

Risks Related to Our Business

Our future business performance depends on the award of annual contracts as well as the renewals and
extensions of existing contracts.

We may incur losses on our turnkey contracts.

We operate in a highly competitive industry.

We rely on a small number of key customers.

Certain management processes and internal controls have been deficient.
The loss of our key senior managers could adversely affect our business.
We may be unable to attract and retain sufficient skilled personnel.

A number of our managers have been recently appointed to their positions.
Changing technologies could increase competition.

Our results of operations are subject to seasonal fluctuations.

Our businesses may be subject to professional errors and omissions resulting in losses.
We own less than 100% of the share capital of a number of our subsidiaries.

Minority shareholders of our subsidiaries may successfully challenge prior transactions or fail to
approve interested party transactions.

A successful challenge to transactions of members of our Group and their predecessors-in-interest could
result in the invalidation of such transactions.

We may be required to make a tender offer for the shares of certain of our companies.

Our tax status could change or relevant tax authorities could challenge any aspect of our structure.
Board meetings held in the United Kingdom could have adverse tax consequences for us.

We may be unable to protect our intellectual property.

Work stoppages and other labor problems could adversely affect our business.

Voting rights may be limited by certain tax-related provisions of our Articles.

Risks Related to Our Acquisition and Growth Strategy

Assumptions underlying our growth strategy may prove to be incorrect.
We may be unable to identify suitable targets or negotiate favorable terms.

We have acquired businesses on the basis of limited financial and other information, and we may have
assumed unexpected or unforeseen liabilities and obligations.




We may have difficulty integrating our acquisitions or may not realize the anticipated benefits.
Rapid growth may strain our resources.
We may not be able to secure sufficient financing to fund our acquisition strategy.

Our acquisitions and potential acquisitions may not be completed on the terms negotiated or at all.

Risks Related to Our Industry

Consolidation among oil and gas companies and among oilfield services providers may result in fewer
potential customers or the termination of existing contracts.

Lower oil and gas prices and lower expenditures by the oil and gas industry can reduce demand for our
services.

Market data may be incomplete or subject to error.

Risks Related to Financial Matters

We have had insufficient internal controls to properly monitor and comply with restrictions in our debt
facilities, and have been in breach.

We have material weaknesses in our internal controls.

We have an insufficient number of accounting and financial personnel.

Our accounting systems may not be as sophisticated or robust as other companies.

Our historical and pro forma financial information may not be indicative of our future performance.
Restrictions and covenants in our credit facility agreements limit our ability to take certain actions.
We may not have access to additional capital required in the future.

Continued or future losses and negative cash flows could adversely affect us.

Inflation could increase our operating costs.

Risks Related to the Russian Federation

Political and governmental instability in the Russian Federation could adversely affect your investment.
Legal systems, processes and practices in the Russian Federation are still developing.

Crime and corruption could disrupt our ability to conduct business.

The banking system in Russia remains underdeveloped.

Russia’s physical infrastructure is in very poor condition, which could disrupt normal business activity.

The unfavorable opinion of the Russian state authorities of listings outside of Russia of the securities of
non-Russian companies with Russian assets, may result in government action against us.

Unlawful, selective or arbitrary government action may have an adverse effect on our business.

Shareholder liability under Russian legislation could cause us to become liable for the obligations of our
Russian subsidiaries.

Appraisal rights provisions of Russian law may impose additional costs on us.

The taxation and customs system in Russia is subject to changes and inconsistencies, and we could face
large and perhaps arbitrary tax claims.

Risks Related to this Offering

The Offering may not result in an active or liquid trading market for the GDRs.




e Cayman Islands law may make it difficult for GDR holders to protect their interests.
* Provisions of our articles of association and Cayman Islands law may discourage a takeover.
e Our ability to pay dividends depends primarily upon receipt of sufficient funds from our subsidiaries.

* You may have limited recourse against us, our directors and senior management because we generally
conduct our operations in Russia and certain of our directors and all of our senior managers reside in
Russia.

e Our chief executive officer currently owns 15.42% of our share capital on a fully diluted basis.
*  Future share sales could affect the GDR price.

* Investors will experience immediate and substantial dilution.

Summary of the Offering

The Offering comprises an offer of 1,994,266 Shares in the form of 39,885,320 GDRs (excluding the Over-
Allotment Option). This is comprised of an offer by the Company of 1,492,537 Shares in the form of 29,850,740
GDRs and an offer by the Selling Shareholders of a total of 501,729 Shares in the form of 10,034,580 GDRs. In
addition, the Company will offer up to 299,139 Shares in the form of up to 5,982,780 GDRs pursuant to the
Over-Allotment Option. The GDRs are being offered outside the Russian Federation and the United States in
reliance on Regulation S.

Use of Proceeds

After deduction of underwriting commission, fees and expenses relating to the Offering, the net proceeds of
the Offering received by the Company will be US$460 million (assuming no exercise of the Over-Allotment
Option). If the Over-Allotment Option is exercised in full, the net proceeds of the Offering received by the
Company will be US$557 million. We intend to use our net proceeds to repay in the aggregate up to
US$239.2 million of indebtedness due upon, or that may become due as a result of, the Offering and outstanding
obligations in connection with certain of our acquisitions, repay certain of our other existing financial
indebtedness, fund future acquisitions and make capital expenditures. After deduction of underwriting
commission, the Selling Shareholders will receive net proceeds of US$162 million.

Dividend Policy

To the extent that we declare and pay dividends, holders of the GDRs on the relevant record date will be
entitled to receive dividends payable in respect of Shares underlying the GDRs, subject to the terms of the
Deposit Agreement. We do not expect to pay any dividends in the near term.

Capitalization and Indebtedness

Our capitalization at September 30, 2006 was US$426.0 million and our net indebtedness (defined as total
debt less cash and cash equivalents) at September 30, 2006 was US$395.4 million.

Lock-up Arrangements

Each of the Company, our Directors, members of our senior management, and certain of our other
shareholders who enter into lock-up agreements may not, for a period commencing on the date of the
Underwriting Agreement and ending 180 days after the Closing Date (i) issue, offer, sell, contract to sell, pledge,
charge, grant options over or otherwise dispose of (or publicly announce any of the foregoing), directly or
indirectly, any Shares, GDRs or certain other securities whose value is derivative of the Shares or GDRs (in each
case, which are legally or beneficially owned or otherwise held or controlled by them) or (ii) enter into
transactions with a similar effect to any of the foregoing, subject to certain exceptions or without the prior written
consent of the Joint Bookrunners.

Documents on Display

Copies of this Prospectus, the Consolidated Financial Statements, the auditors’ reports, the Company’s
constitutional documents and a copy of the Douglas—Westwood report will be on display during normal business
hours for the twelve months from the date of this Prospectus at the Company’s registered office at Walkers SPV
Limited, Walker House, Mary Street, P.O. Box KY1-9002, George Town, Grand Cayman, Cayman Islands.




SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following table sets forth certain historical consolidated financial information as of September 30, 2006
and for the nine months ended September 30, 2006 and 2005, and as of and for the periods ended December 31,
2005 and 2004. Financial information as of September 30, 2006 and for the nine months ended September 30,
2006 and 2005 has been extracted without adjustment from our Unaudited Condensed Consolidated Interim
Financial Information prepared in accordance with IAS 34 included elsewhere in this Prospectus. In our opinion,
the Unaudited Condensed Consolidated Interim Financial Information includes all adjustments of a normal and
recurring nature, which we consider necessary for a fair presentation of our financial position and the results of
operations for such periods. Our results as of and for the nine months ended September 30, 2006 are not
necessarily indicative of the results for the financial year ended December 31, 2006 or for any other period.
Financial information as of and for the periods ended December 31, 2005 and 2004 has been extracted without
adjustment from our Audited Consolidated Financial Statements, prepared in accordance with IFRS and included
elsewhere in this Prospectus. The summary financial information should be read in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our
Consolidated Financial Statements included elsewhere in this Prospectus.

Nine months ended Period ended
September 30, December 31,
2006 2005 2005 2004

(in thousands of US dollars)
Consolidated statement of income data

Sales ... 324941 41,993 97,921 —
CoSt Of SAlES . . oottt (253,736) (36,083) (76,688) —
Gross profit . . .. ... ... 71,205 5,910 21,233 —
Selling, general and adminiStrative €Xpenses . ... ..........ouueeenenenenen. (62,848) (10,132) (23,829) (1,242)
Gain on acquisition and disposals of subsidiaries ........................... — 8,931 16,592 7,904
Gain from disposal of QUeSt . ....... ...t 225 — — —
Impairment of goodwill and other expenses . ............. ..., — 921) (1,038) —
Operating profit .. ... . . . . . 8,582 3,788 12,958 6,662
Finance 1oss, Net . . .. ... i e (18,026) (3,218) (8,781) 21
Share of results of associates, net of income tax ............................ 708 1,961 2,056 —
Profit (loss) before taxation . .. ........... ... ... ... ... ... ... .. ... .. .... (8,736) 2,531 6,233 6,641
Total iINCOME taX EXPEISE . . . v vttt ettt e e e et e e e (6,833) (102) (2,884) —
Profit (loss) for the period . ........... .. ... .. .. ... ... .. (15,569) 2,429 3,349 6,641
Profit (loss) attributable to:
MINOTItY INEETESE . . v\ vttt e ettt e e e e e e 1,501 (209) (540) —
Shareholders of Integra Group ................ ... ... 00ttt (17,070) 2,638 3,889 6,641
Consolidated cash flow data
Net cash used in operating activities . .. ... ... ...ouuiuninnenernennennen .. (21,443)  (8,161) (6,830) (1,639)
Net cash used in investing activitieS ... ... ......ouuiunennenennennennen... (295,171) (74,817) (116,142) (2,631)
Net cash provided by financing activities . ............. ..o, 366,386 104,586 143,989 5,000
As of
As of
September 30, M
2006 2005 2004

(in thousands of US dollars)
Consolidated balance sheet data

Cash and cash equivalents .......... ... .. . i, 67,326 21,471 730
Goodwill and other intangible assets . ......... ... 325,001 34,329 433
Property, plant and equipment . .......... ... 334,916 139,419 25,098
Total @ssets . ... ... 1,050,843 296,746 34,834
Total debt . .. ..o 462,757 126,782 11,610
Total liabilities . ... .. ... . ... . . 762,661 213,721 24,068
Total QUILY . . . ettt e e e e e 288,182 83,025 10,766
Total liabilities and equity .......... ... ... .. .. . .. . .. . 1,050,843 296,746 34,834




RISK FACTORS

An investment in the GDRs involves a high degree of risk. Prospective investors should carefully consider
the risks described below and the other information contained in this Prospectus before making a decision to
invest in the GDRs. Any of the following risks, individually or together, could adversely affect our business,
financial condition, results of operations or prospects, in which case the trading price of the GDRs could decline,
resulting in the loss of all or part of an investment in the GDRs.

The risks and uncertainties below are not the only ones we face, but represent the risks that we believe are
material. However, there may be additional risks that we currently consider not to be material or of which we
are not currently aware, and these risks could have the effects set forth above.

Risks Related to Our Business

Our future business performance depends on the award of annual contracts and renewals and extensions
of existing contracts.

A substantial portion of our sales are derived directly or indirectly from annual contracts that are subject to
an annual tender and selection process. It is generally difficult to predict whether we will be awarded such
contracts and, if awarded such contracts, whether they will proceed as originally planned. The annual tender
process is affected by a number of factors outside of our control, such as market conditions and governmental
approvals required of our customers. In preparation for a tender, we assess our current capacity in terms of
employees, equipment and the availability of third parties, such as subcontractors and suppliers, and, if awarded
the contract, determine how to deploy our resources in order to achieve the requirements of the contract. Often,
we must pre-qualify to participate in tenders. If we are not selected or if the contracts we enter into are delayed
and we are unable to execute the work we are contracted to perform within the timeframe we had agreed, our
work flow may be interrupted, our contracts may not be renewed and our business, financial condition and results
of operations and ultimately the trading price of the GDRs may be adversely affected.

We may incur losses on our turnkey contracts and such contracts could cause our revenues and earnings
to fluctuate significantly.

Most of our drilling service contracts are made annually on a turnkey basis under which we agree to perform
the contracted work for a fixed price from initial award through to completion. If our cost estimate for a contract
is inaccurate, or if we do not execute the contract within the agreed timeframe for whatever reason, cost overruns
may cause the project to be less profitable than expected or cause us to incur losses. On some occasions, we may
be required to provide a quotation to a customer without being able to confirm our own costs for sourcing the
required third party materials or services.

Such projects generally involve complex design and engineering or significant procurements of equipment
and supplies. Our costs and any gross profit realized on such contracts may vary from the estimated amounts on
which such contracts were originally based. The reasons for this may include, among others:

e errors in cost, design or estimated time for performance;

e difficulties in deliveries of equipment and supplies;

e schedule changes;

* changes in availability and cost of labor and material;

» failure of subcontractors to perform their contractual obligations; or

» other disruptions (such as delays in obtaining permits or prolonged adverse weather conditions).

Any or all of these factors may impact our ability to complete a project within budget or in accordance with
the contracted schedule. Delays in completion of a turnkey project or failure to meet certain key performance
indicators may result in excessive rig or crew down time and in certain circumstances may also expose us to

damages, which could have a material adverse effect on our business, financial condition or results of operations
and ultimately the trading price of the GDRs.

We operate in a highly competitive industry and our failure to compete effectively could result in reduced
profitability and loss of market share.

The market for oilfield services in Russia is fragmented and highly competitive. Competition comes mainly
from:

» current and former affiliates of Russian oil majors, such as the former Lukoil affiliate, BK Eurasia;
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* international oilfield services providers, such as Halliburton, Schlumberger and Baker Hughes, among
others, which employ modern technologies, provide high value-added products and services, and
through their local subsidiaries and joint ventures provide oilfield services of varying technologies; and

* numerous local independent service providers that tend to provide basic services at relatively cheaper
prices.

Competitive factors in our markets include price, quality and technical proficiency and service delivery on
an “as needed, where needed” basis. Our ability to enhance our existing services and technical proficiency and to
increase the scale of our operations, while controlling our costs, is of primary importance to our ability to
compete effectively.

In addition, we face increasing competition from Chinese and certain North American and Western
European manufacturers of oilfield equipment. In particular, with respect to drilling rigs with heavy lifting
capacity, we face increasing competition from Bentec GmbH Drilling & Oilfield Services Systems (‘“Bentec”), a
subsidiary of Abbot Group plc. Recent press reports indicate that Bentec may acquire manufacturing facilities to
produce drilling rigs in Western Siberia, in close proximity to some of our most significant markets for drilling
rigs, including a type of a cluster drilling rig that directly competes with the cluster rigs manufactured by us.

Our current competitors and any additional competitors that may enter the Russian oilfield services market
may have greater financial, technical and other resources, broader experience, lower cost structures and better
relationships in the oil and natural gas industries in Russia and the CIS. There can be no assurance that we will be
able to maintain or increase our current market share in the future. In addition, more intense competition may
force us to offer our services on less favorable terms and conditions. These competitive factors could have a
material adverse effect on our business, financial condition and results of operations and ultimately on the trading
price of the GDRs.

We rely on a small number of key customers for a significant percentage of our revenues.

Our contracts with Lukoil, TNK-BP and Rosneft represented approximately 25%, 17% and 3%,
respectively, of our consolidated sales for the year ended December 31, 2005. Our contracts with TNK-BP,
Lukoil and Rosneft represented approximately 22%, 13% and 12%, respectively, of our consolidated sales for the
nine months ended September 30, 2006. TNK-BP accounts for approximately 33% of all sales in each of our
formation evaluation and manufacturing segments. The loss of one or more of our key customers or a reduction
in their capital or operating expenditure budgets for whatever reason could adversely affect demand for our
equipment or services and reduce our sales. To the extent that industry consolidation continues within the
Russian oil and gas sector, we expect that the percentage of sales attributable to our largest customers will
continue to increase, making us more dependent on these key customer relationships. The loss of one or more of
our key customers could have a material adverse effect on our business, financial condition and results of
operation and ultimately on the trading price of the GDRs.

Certain of our management processes and internal controls have been deficient and failed to ensure
proper oversight, reporting and control of our business.

Our operations to date have been managed primarily by a group of individuals with experience in certain
aspects of the Russian oilfield services industry. None of these individuals has had extensive management
experience in the context of a group that has been rapidly formed by a series of acquisitions. In addition, none of
these individuals has had sustained, long-term experience in managing a public company. Our management team
has to date been focused primarily on completing a large number of acquisitions and related financings, and has
had limited time to implement certain management processes and the internal controls required by a company of
our size and diversity.

As a result, we have experienced and may continue to experience failures in various aspects of our
management processes, including oversight, reporting and control functions. Although the possibility of the
occurrence of such failures was emphasized to us by external experts knowledgeable in matters relating to
accounting and controls, such failures have continued to occur. Examples of the types of problems we have
encountered as a result of these failures include that, from time to time, we have violated the terms of certain
debt, guarantee and pledge agreements entered into with various lenders and, in some cases, we have disregarded
restrictive covenants to which we were subject. In addition, our management has in the past failed to disclose to
our external advisors material events and information affecting our Group in a timely fashion. See “—Risks
Related to Financial Matters”.
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We have identified additional risk management and other processes and further enhancements to be made to
our existing systems and functions in 2007 and beyond as well as additional personnel to be added to our
management team. As these additional measures have not yet been implemented, however, we cannot yet fully
judge whether such measures will be sufficient to address the issues arising out of certain of our existing
management procedures and internal controls, or whether additional measures will need to be implemented. We
may continue to suffer from other failures or problems related to deficiencies due to our management processes
and internal controls that we have not detected and that may have a material adverse effect on our business,
financial condition, results of operation and the trading price of the GDRs. See “Management—Corporate
Governance and Internal Controls”.

The loss of any of our key senior managers could have a material adverse effect on our business.

The success of our oilfield services and equipment manufacturing businesses depends heavily on the
continued services of our key senior managers, including Mr. Felix Lubashevsky, our chief executive officer, and
Mr. Mark Sadykhov and Mr. Viktor Tkachev, our executive vice presidents for oilfield services and equipment
manufacturing, respectively. These individuals possess industry specific skills in the areas of sales and
marketing, engineering and manufacturing and/or mergers and acquisitions that are critical to the growth and
operation of our businesses. While we have entered into employment contracts with our senior managers and
have provided incentives for them to remain with us, including options under the share option plan approved by
our board of directors in 2005 (the “Board of Directors” or the “Board”), the retention of their services cannot be
guaranteed. For example, according to Russian labor law, some members of senior management could resign
from the Group by giving us as little as two weeks’ notice. We are not insured against damage that may be
incurred in case of loss or dismissal of our key specialists or managers. Moreover, we may be unable to attract
and retain qualified personnel to succeed such managers. If we lost or suffered an extended interruption in the
services of one or more such managers, our business, financial condition and results of operations and ultimately
the trading price of the GDRs could be adversely affected.

We may be unable to attract and retain sufficient skilled personnel that will enable us to operate profitably
and expand our operations.

Demand for engineers, equipment operators and other technical and management personnel is currently high
in Russia and their supply is limited, particularly in the case of skilled and experienced engineers and field
service personnel working in the remote regions and harsh climates of the oil and gas regions of Russia. Because
of the cyclical nature of our industry, many qualified workers choose to work in other industries where they
believe lay-offs as a result of cyclical downturns are less likely. Our growth and profitability may be limited by
the scarcity of engineers, equipment operators and other technical and management personnel or by potential
increases in compensation costs associated with attracting and retaining these employees. If our compensation
costs increase or we cannot attract and retain skilled personnel, our profitability would be negatively impacted
and our production capacity and growth potential would be impaired.

Our future success will also depend on our continued ability to attract, retain and motivate highly qualified
sales, programming, technical, customer support, financial and accounting, marketing, promotional and
managerial personnel. The competition in Russia for personnel with relevant expertise is intense due to the small
number of qualified individuals, and we may not succeed in our attempts to structure compensation packages in a
manner consistent with the evolving standards of the Russian labor market. The failure to manage our personnel
needs successfully could materially adversely affect our business, financial condition or results of operations and
ultimately the trading price of the GDRs.

A number of our managers have been recently appointed to their positions, and a failure by them to
integrate successfully into an effective management team could adversely affect our business.

In June 2006, we appointed a chief financial officer, in August 2006, we appointed an executive vice
president for oilfield services and a deputy chief financial officer and, in December 2006, we appointed an
internal auditor. In February 2007, we appointed a general counsel, who is due to commence work at the end of
Februrary 2007. We plan to hire additional managerial personnel, including a financial controller. These
managers have only limited experience in working with each other as a management team and have limited
experience working within our Group. Their failure to integrate successfully into an effective management team
or our inability to find further key members of management could adversely affect our business, financial
condition or results of operations as well as our internal controls and financial reporting. See “—Certain of our
management processes and internal controls have been deficient and failed to ensure proper oversight, reporting
and control of our business”.
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Changing technologies could increase competition, require us to make substantial additional investments
in our business and could have a material adverse effect on our business, financial condition or results of
operations.

We operate in an industry in which a significant technological change developed or obtained by our
competitors could impact the demand for our products and services. We must anticipate and adapt to these
changes and introduce, on a timely basis, competitively priced products and services that meet changing industry
standards and customer preferences. As new technologies are developed, we may have to implement these new
technologies at a substantial cost in order to remain competitive. We may not have or be able to secure adequate
funding to develop these technologies. In addition, our competitors may have greater resources to develop new
technologies and may implement them before we do, which may allow them to provide lower-priced or better-
quality services. If this occurs, it could limit our ability to compete effectively and, as a result, decrease demand
for our products and services, which could have a material adverse effect on our business, financial condition or
results of operations and ultimately the trading price of the GDRs.

Our executive vice president for oilfield services and certain of his deputies hold interests in other
companies within the oilfield services industry which may give rise to potential conflicts of interest
between their duties to us and their other interests.

Mr. Mark Sadykhov, our executive vice president for oilfield services, and certain of his deputies hold
interests in and/or manage other companies that may from time to time do business with us or whose operations
may compete for their attention with those of our Group. Mr. Sadykhov and four of his deputies own an interest
in Vostok Energy Limited and Mr. Sadykhov and two of his deputies are directors in Wilson Eurasia, a supply
chain management company that from time to time sells services to our Group. Transactions with Vostok Energy
Limited or Wilson Eurasia are likely to be considered related party transactions and to require disclosure of the
interest by the affected party. Under the terms of Mr. Sadykhov’s employment and non-compete agreements,
there are no restrictions on his ability to own or manage these existing businesses. We cannot ensure that
potential conflicts of interest between the duties owed to us by Mr. Sadykhov and certain of his vice presidents
and their other interests will not otherwise arise and, if such conflicts do arise, that they will be adequately
detected and resolved. See “Related Party Transactions™.

Our results of operations are subject to seasonal fluctuations.

Adverse climatic conditions, such as cold weather, ice and snow, and flooding in warmer months generally
affect our ability to provide some of our services. As a result, sales of drilling, workover and IPM services as
well as formation evaluation services show seasonality and our business may be negatively affected during
extremely cold periods in the winter and during periods when flooding prohibits access to remote oilfields.

In our drilling, workover and IPM services segment, we usually experience a pronounced reduction in
revenues during the first and fourth quarters of the year reflecting the effect of extreme winter weather in the
Russian oil and gas producing regions and the impact of the contracting cycle. Our drilling services can be
negatively affected by severe winter weather conditions in certain regions of Russia and Kazakhstan that make
oil and gas operations difficult in this period and by winter thawing since large volumes of drilling equipment
and drilling rigs situated in certain regions can only be transported during winter when the ground is sufficiently
frozen to create access roads. If adverse conditions are unusually intense, occur at abnormal periods or last longer
than usual, we may not have enough time remaining during the year to complete all of our scheduled jobs which
may prolong expected performance, result in penalties for delayed performance or prevent us from transporting
equipment to the next job, all of which can result in lost sales revenues. For instance, during January and
February 2006, Russia experienced severe temperatures of approximately -45 degrees Celsius in certain regions
where we operate and our drilling operations were suspended for approximately 30 days in total, which
contributed to delays in the mobilization of our equipment and service commencement dates.

Additionally, the contracting cycle for this segment generally begins in late fall and runs through the
beginning of the following year, which typically results in a demand for financing in the fourth quarter and a lag
in cash flow until the second quarter of the following year, since we generate lower sales during the time when
we are investing in supplies and equipment for the coming year and performing de-mobilization and
re-mobilization activities.

There is also a limited season for providing seismic services in the Siberian regions of Russia, as we are
unable to gain access to these remote, undeveloped areas during the summer due to flood-like conditions from
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winter thawing. We are generally only able to provide seismic services in Siberia from December to April. As a
result, we generate low or no revenues from these services during the second and third quarters of the year, and
for the nine months ended September 30, 2006, our formation evaluation services segment experienced a decline
in profit margin that we attribute to the seasonal decline in sales of seismic services by TNGF during this period.
There is no assurance that we will not experience a similar decline in profit margin in the future.

Our businesses may be subject to professional errors and omissions resulting in substantial property loss
and other liability claims that may materially adversely affect our operations and profitability.

Our business involves a high degree of professional judgment and errors and omissions could lead to
liability claims under law, under the terms of our contracts or otherwise, as well as adverse publicity.
Furthermore, the services we perform and the products we manufacture are used in hazardous or extreme
environments and in complex applications associated with the exploration, development and production of oil
and gas. An accident or a failure of a product or in the performance of a service could cause, and has caused on
occasion, personal injury, loss of life, damage to property, equipment or the environment, consequential losses
and suspension of operations. We maintain limited insurance, typically only to the extent mandated by Russian or
other applicable law, and may not be adequately protected against liability for such events, including events
involving third-party liability in respect of property or relating to our operations. We do not have full coverage
for all of our facilities and we do not have any coverage for business interruption, environmental damage,
construction risk and consequential damages, including lost production of our customer. We do not maintain
separate funds or otherwise set aside reserves for accidents or failures and other such events. Moreover, we may
not be able to maintain insurance at levels of risk coverage or policy limits that we deem adequate, nor can we
guarantee that every contract contains and has properly incorporated adequate limitations on our liabilities. Any
claims made under our policies will likely cause our premiums to increase. Any future damage caused by our
products or services that are not covered by insurance, are in excess of policy limits, are subject to substantial
deductibles or are not limited by the incorporation of adequate contractual limitations of liability could reduce
our earnings and the cash available for our operations or lead to other material adverse effects on our business,
financial condition or results of operations and ultimately on the trading price of the GDRs.

Compliance with health, environmental and safety laws and regulations could increase our costs or restrict
our operations.

Our operations and properties are subject to regulation by various governmental entities and agencies,
including in connection with obtaining and renewing licenses and permits and ongoing compliance with existing
laws and regulations. For example, our operations routinely involve the handling of significant amounts of
chemical substances, some of which are classified as hazardous. We also use radioactive measuring instruments
and explosive materials in certain of our operations. Environmental regulations include, for example, those
concerning:

¢ the use of hazardous substances;

» the containment, transportation and disposal of hazardous substances, oilfield waste and other waste
materials;

e emission standards for operations; and

* management of live or dormant production wells.

The technical requirements of environmental laws and regulations are becoming increasingly complex and
stringent and therefore more difficult and expensive to meet. In addition, environmental, health and safety laws
in Russia are often unclear and contradictory, which makes it difficult for us to ensure compliance. If, in the
future, we are required to incur material expenditures to comply with new and/or existing health, safety and
environmental laws, this could restrict our ability to grow and materially adversely affect our business, financial
condition or results of operations and ultimately the trading price of the GDRs.

Regulatory authorities exercise considerable discretion in the issuance and renewal of licenses and permits,
in monitoring licensees’ compliance with the terms thereof and in interpreting and enforcing applicable laws and
regulations. Future inspections by regulatory authorities may conclude that we have violated applicable laws or
regulations. If we are unable to refute these conclusions or to remedy these violations, the regulatory authorities
may impose fines, criminal and administrative penalties or severe sanctions, including the suspension,
amendment or termination of our licenses and permits and compel us to cease certain of our business activities.
The loss of any licenses or profits would have a material adverse effect on our business, financial condition and
results of operations and ultimately the trading price of the GDRs. See “—Risks Related to the Russian
Federation—Legislative and Legal Risks”.
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We own less than 100% of the share capital or interests of a number of our operating subsidiaries.

We own less than 100% of the share capital or interests in a number of our operating subsidiaries, in
particular, each of our key formation evaluation services operating subsidiaries. We generally enter into
management contracts with those key operating subsidiaries which have minority shareholders so that we are
able to conduct the day-to-day operations of those subsidiaries. Some of our subsidiaries have issued preferred
shares that entitle their holders to the payment of annual dividends that cannot be less than the amounts specified
in the respective charters of such subsidiaries. Under applicable Russian law, failure to declare and pay such
dividends would result in the preferred shares becoming voting shares and our share of voting ordinary shares
would be diluted accordingly, which could affect our ability to exercise effective control over the relevant
subsidiaries. The existence of minority interests in certain of our subsidiaries may limit our ability to increase our
equity interests in these subsidiaries, to combine similar operations, to realize synergies that may exist between
their operations or to reorganize our structure in ways that may be beneficial to us. Furthermore, we may not be
able to realize the full value of our interests.

If minority shareholders of our subsidiaries successfully challenge or fail to approve interested party
transactions, or other shareholder matters, it could have a material adverse effect on our business,
financial condition or results of operations.

We and our subsidiaries in the past have carried out, and continue to carry out, transactions with other
members of the Group which may be considered to be “interested party transactions” under Russian law,
requiring approval by disinterested directors or disinterested shareholders depending on the nature of the
transaction and parties involved. For example, we have on previous occasions entered into management
agreements and obtained guarantees for certain of our indebtedness from entities such as TNGF. The provisions
of Russian law defining which transactions must be approved as “interested party transactions” are subject to
different interpretations. We cannot assure you that our and our subsidiaries’ applications of these concepts will
not be subject to challenge by former and current shareholders. Any such challenges, if successful, could result in
the invalidation of transactions, which could have a material adverse effect on our business, financial condition
or results of operations and ultimately the trading price of the GDRs.

In addition, Russian law requires a three-quarters majority vote of the holders of voting stock present at a
shareholders’ meeting to approve certain transactions and other matters, including, for example, charter
amendments, major transactions involving assets in excess of 50% of the assets of the company, repurchase by
the company of shares and certain share issuances. In some cases, minority shareholders of our Russian
subsidiaries may not approve interested party transactions requiring their approval or other matters requiring
approval of minority shareholders or supermajority approval. In the event that these minority shareholders were
to challenge successfully past interested party transactions, or do not approve interested party transactions or
other matters in the future, we could be limited in our operational flexibility and our business, financial condition
or results of operations and ultimately the trading price of the GDRs could be materially adversely affected.

If transactions of members of our Group and their predecessors-in-interest were to be challenged on the
basis of non-compliance with applicable legal or contractual requirements, the remedies in the event of a
successful challenge could include the invalidation of such transactions or the imposition of other liabilities
on members of our Group.

Members of our Group, or their predecessors-in-interest at different times, took a variety of actions relating
to share issuances, share disposals and acquisitions, mandatory buy-out offers, valuations of property,
interested-party transactions, major transactions, meetings of the group members’ governing bodies, other
corporate matters and anti-monopoly issues that, if successfully challenged on the basis of non-compliance with
applicable legal requirements by competent state authorities, counterparties in such transactions or shareholders
of the relevant members of our Group or their predecessors-in-interest, could result in the invalidation of such
transactions and our corporate decisions, restrictions on voting control or the imposition of other liabilities.
Because applicable provisions of Russian law are subject to many different interpretations, we may not be able to
defend successfully any challenge brought against such transactions, and the invalidation of any such
transactions or imposition of any such liability may, individually or in the aggregate, have a material adverse
effect on our business, financial condition and results of operations.

Subsequent to our acquisition and control of shares of YGF described under “Material Contracts”, we
learned that some YGF shareholders, including the shareholder from whom we purchased our interest in YGF,
were parties to a shareholders’ agreement pursuant to which these shareholders agreed to grant to each other
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certain rights with respect to the management of YGF and its shares, including a right of first refusal prior to the
sale of any those shares. Although the selling shareholder confirmed to us that the shareholders’ agreement was
no longer in force at the time of the sale of shares to us, we subsequently learned that this fact is disputed by one
of the shareholders also a party to the shareholders’ agreement. In correspondence received in February 2007,
that shareholder informed us of its position on this matter and made certain demands for the purchase of its
shares.

In connection with our initial acquisition of STM in March 2006, we applied for and obtained approval from the
Federal Anti-monopoly Service of the Russian Federation, or the “FAS”, to complete the transaction. Shortly
thereafter, we sold the shares but in July 2006, we reacquired the shares of STM. We did not reapply for approval from
the FAS nor did we provide notification to the FAS of our second acquisition in July 2006, but relied on the approval
provided for the March 2006 acquisition. This may constitute grounds for a challenge of the acquisition by the FAS.

There can be no assurance that any of our transactions or actions will not be challenged by state authorities,
shareholders, transaction counterparties or other persons being interested in such a challenge and, if successfully
challenged, that such transactions or actions could be invalidated and the invalidation of such transactions or
actions could have a material adverse effect on our business, financial condition or results of operations.

We may be required to make a mandatory tender offer for the shares of certain of our companies.

Under applicable laws and regulations on tender offers in Russia and Kazakhstan, we are obligated to make
a mandatory tender offer to acquire all of the issued and outstanding shares of companies in which we have
acquired 30% or more of the issued and outstanding shares. In one of our companies, we own less than 30% of
the issued and outstanding shares but have entered into a series of contractual arrangements with other
shareholders that allow us to combine their shares with the shares we own to exercise majority voting rights and
effectively control the company’s financial and operating policies. Accordingly, because we are deriving the
economic benefit from such shares in a manner similar to legal ownership, we consolidate the company’s
operating results in our financial statements as though it was our subsidiary. If this arrangement is found to
constitute an acquisition by us of more than 30% of the issued and outstanding shares, we will have an obligation
to make a mandatory tender offer to acquire all of the issued and outstanding shares of the company that we do
not already own. If this were to occur, we may have to divert financial resources allocated for other corporate
uses for the purpose of financing such mandatory tender offer or seek alternate financing, and we may become
otherwise liable to pay damages to existing minority shareholders. Excluding any damages that we may owe to
the existing minority shareholders of such Company, we estimate that the cost to us of acquiring all of the
remaining issued and outstanding shares would be approximately US$19 million. There can be no assurance that
the actual cost to us of acquiring such shares will not exceed the amount we have estimated. After the Offering,
we may seek to acquire all of the issued and outstanding shares of these companies that we do not currently own.
We are currently in the process of acquiring the tendered shares of minority shareholders of AES and Geostan
following our acquisition of these companies in December 2006. The expected cost to us of these tendered shares
is approximately US$0.7 million.

We may be adversely affected if our tax status changes or if relevant tax authorities challenge any aspect
of our Group’s structure.

We were incorporated under the laws of the Cayman Islands as an exempted company and, as such,
obtained an undertaking on March 30, 2004 from the Governor in Cabinet of the Cayman Islands which in
substance provides that, for a period of twenty years, no law which is enacted in the Cayman Islands imposing
any tax to be levied on profit or income or gains or appreciation shall apply to us and no such tax and no tax in
the nature of estate duty or inheritance tax will be payable, either directly or by way of withholding, on our
common shares. Our directors currently intend to ensure that we continue to meet the conditions for exempted
company status and to conduct our affairs in such a manner that we are not regarded as tax resident in any
jurisdiction. However, if such status or our tax residence is successfully challenged by the relevant tax
authorities, we may incur additional tax liabilities which could materially adversely affect our business financial
condition, results of operations and ultimately the trading price of the GDRs.

The holding of Board meetings in the United Kingdom could have adverse tax consequences, if it resulted
in us being treated as being managed and controlled in the United Kingdom.

Under English law, a company incorporated outside the United Kingdom is treated as resident in the United
Kingdom for tax purposes if it is “managed and controlled” in the United Kingdom. Whether a company is
managed and controlled in the United Kingdom is a matter of fact, although the prime determinant is where a
company holds its Board meetings. In 2005, our first year of trading, we held the majority of our physical Board
meetings in the United Kingdom. Since the start of 2006, we have held our physical Board meetings in a variety
of locations, including Russia, Sweden, France and the United Kingdom.
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There is a risk that the holding of Board meetings in the United Kingdom could result in our being treated as
being managed and controlled in the United Kingdom with the result that all of our worldwide income, profit and
gains would be subject to UK corporation tax (subject to a possible tax credit for any non-UK taxes paid on or in
respect of such income, profit and gains). Furthermore, if this were the case, any transfer, or agreement to
transfer, our Shares or the GDRs would be likely to attract UK stamp duty or stamp duty reserve tax.

We may be unable to secure or protect our rights to intellectual property.

While we have used the trade name “Integra” since our establishment in March 2004 and have made certain
investments in building the “Integra” brand, we do not have any exclusive rights to the trade name or trademark
“Integra”. Furthermore, we are aware of several entities that have registered “Integra” or a similar name as their
trade name and/or trademark in classes of services or products that include our areas of activity in Russia and
certain other countries. Such entities have rights, and may seek, to prevent us from continuing to use “Integra” or
a similar name as our trade name and/or from continuing to use “Integra” or a similar name as a trademark with
respect to any or all of our products and/or services.

In February 2007, we applied to the Russian Patent and Trademark Agency, “Rospatent”, for registration of
the trademark “Integra” in relation to our class of services in the Russian Federation. In connection with such
application, on February 6, 2007, we entered into an non-exclusive license agreement with OOO “Integra
Group.ru”, the owner in Russia of exclusive rights to trademark “Integra” with respect to the class of services
relevant to our business. The agreement will become effective upon its registration by Rospatent. Also, on
February 6, 2007, we entered into an agreement with OOO “Integra Group.ru” whereby the latter granted its
consent for our applying to Rospatent for registration of a trademark containing the word “Integra”. However, we
cannot assure that such Rospatent registration will in fact occur and that Rospatent will recognize validity of such
grant of consent to our trademark application.

We also rely on a combination of patents, trademarks and trade secrets, which we have obtained ourselves
or licenses from third parties, to obtain and/or protect our technology and the trademarks that we use. We hold
approximately 140 patents for our products and processes and four trademarks. We rely on license agreements
with OJSC “Uralmashzavod”, a former affiliate of URBO, for our non-exclusive right to use the name
“Uralmash” in English and Cyrillic in Russia in connection with our drilling rigs manufacturing business. We
also rely on our agreements with Smith Eurasia Limited, as exclusive agent for Smith Services, a business unit of
Smith International, Inc., for the right to use the name “Smith” in the CIS. In the past, representatives of Smith
International, Inc. have orally objected to the use of the name “Smith Eurasia” in the CIS, but, to date, have not
commenced or threatened any legal action to halt it.

Intellectual property rights are difficult to protect in Russia and the other markets where we operate. In
addition, litigation may be necessary to enforce our rights, determine the rights of others or defend against claims
of infringement. If we are prevented from continuing to use the name “Integra” as our trade name and/or
trademark, our business, results of operations and financial condition could be materially adversely affected. If
we are unable to enforce our patents and trademarks or otherwise protect our proprietary rights to our intellectual
property, our business, results of operations and financial condition could be materially adversely affected. See
“Business—Intellectual Property”.

Work stoppages and other labor problems could adversely affect our business.

Some of our employees are represented by trade unions and we have collective bargaining agreements that
cover approximately 65% of our employees. A lengthy strike or other work stoppage at any of our facilities could
have a material adverse effect on our business, financial condition or results of operations. See “Business—
Employment”.

Our chief executive officer beneficially owns 15.42% of our share capital on a fully diluted basis prior to
giving effect to this Offering.

Immediately prior to the Offering, Mr. Felix Lubashevsky, our chief executive officer and member of our
Board of Directors beneficially owns 940,000 Class B common shares representing approximately 15.42% of the
share capital of our Company on a fully diluted basis. As a major shareholder, our chief executive officer has
additional means of affecting the management and direction of the company, particularly by voting in the
election of members of our Board of Directors.
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Risks Related to Our Acquisition and Growth Strategy

The assumptions underlying our growth strategy may prove to be incorrect.

Our strategy from inception has been to create the leading independent provider of diversified onshore
oilfield services and manufacturer of associated equipment in Russia. We have adopted this strategy based on our
belief that the market for oilfield services is consolidating and that large vertically integrated oil and gas
companies are seeking to divest their non-core assets, including their oilfield services operations. Our strategy is
also based on the assumption that sustained high oil prices combined with the increasing need to locate new oil
and gas reserves and replace depleting oil and gas reserves will lead to increased capital expenditures for
exploration, development and production by oil and gas companies working in Russia compared to current levels.
We believe that these factors will result in an opportunity for growth of the oilfield services business in Russia.
Relying on these beliefs and assumptions, we have acquired businesses in each of the major oil and gas regions
of Russia and made substantial investments in our acquired businesses with the intention of developing an
independent company that offers oil and gas companies operating in Russia diversified onshore oilfield services
and specialized equipment for oilfield exploration, development and production. If any of our beliefs or
assumptions prove to be incorrect, our return on our acquisitions, and the expected growth resulting from the
investments we have made in such acquisitions, may not materialize and our business, financial condition and
results of operations and ultimately the trading price of the GDRs would be materially adversely affected.

As a result of the ongoing consolidation in the Russian oilfield services industry, we may not be able to
identify suitable targets or may have difficulties in negotiating favorable acquisition terms.

While the oilfield services market in Russia remains fragmented, consolidation is actively underway. In the
next three to five years, we expect that most of the Russian oilfield services market will be controlled by a small
number of companies. We are likely to face increased competition from other oilfield services companies for the
assets we wish to acquire. Increased competition may lead to higher prices being paid for oilfield services
companies or assets and may decrease the number of such companies or assets that can be bought at attractive
valuations. Such increased competition may arise in particular from large international oilfield services
companies either expanding their presence in the Russian market or making an initial entry into the Russian
market as well as from other domestic market participants, including state-owned or state-affiliated oil and gas
companies that may decide to form oilfield services companies of their own. As a result, we may be unable to
identify suitable targets and future potential acquisitions may be more difficult to negotiate or cost more than we
are willing or able to pay, any or all of which may undermine our growth strategy and leave us at a competitive
disadvantage relative to larger companies.

We have acquired and may continue to acquire businesses or assets on the basis of limited financial and
other information, and we may have assumed and may continue to assume unexpected or unforeseen
liabilities and obligations.

We are actively pursuing a strategy that includes rapid expansion in part through acquisitions. Because laws
and corporate practices are generally not as developed in Russia and the CIS as in other markets, companies that
we acquire may have engaged in business practices that were not in compliance with local law, international
business practices or our internal policies.

Many companies in Russia and other CIS countries, including our potential targets, do not prepare financial
statements in accordance with IFRS, US GAAP, or any other set of internationally recognized accounting
standards. While most Russian companies prepare Russian statutory accounts, these accounts may not always
reflect all material transactions. Therefore, we may not be able to rely on a target’s documented financial
information as indicative of its past financial performance. In addition, there may be significant differences
between our accounting policies and those of a target (including policies related to revenue recognition, valuation
of assets and capitalization of expenses), which may also affect the comparability between a target and ourselves.
Because we may not have the benefit of reliable financial statements, we may discover areas of financial concern
after making an acquisition that we did not foresee prior to the acquisition, which could have a material adverse
effect on our business, financial condition or results of operations and ultimately the trading price of the GDRs.

While it is generally our intention to conduct due diligence prior to each acquisition by us, in some instances
in the interests of securing an acquisition by committing to a purchase in a short time-frame, we have acquired
companies after performing only limited due diligence. The size and organization of certain of our targets has
also meant that on certain occasions only limited financial and other information was made available to us by the
sellers prior to the acquisitions. As a result, we may have failed to discover liabilities of, or operating or other
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problems in, the businesses or assets we have acquired. Because of the relatively short period of time we have
owned or operated these businesses or assets, particularly in cases where we carried out limited due diligence, we
may not yet be fully aware of the extent of acquired liabilities or of the existence of other problems. In relation to
certain of these acquisitions, we were not able to obtain full indemnification from the sellers. We expect to
continue this style of acquisitions of businesses and assets in the foreseeable future.

In relation to two of the acquisitions that we made in 2006, we paid a substantial portion of the purchase
price for such acquisitions prior to the closing of the transactions and prior to the receipt of any of the shares that
were the subject of the transactions. This was a risk that we were prepared to take in the interests of securing the
acquisitions, but it meant that we were exposed to the risk of failing to recover the funds we had paid in the event
that the transactions failed to be completed.

If an acquired company failed to comply with legal requirements or to administer good business practice
and policies prior to its acquisition by us, we may not realize the value we anticipated for such acquired company
or this may otherwise undermine the strategy we were pursuing in acquiring that company. This could lead to
adverse consequences, such as the need to make large provisions against acquired assets or to write down
acquired assets and the need to devote significant time and attention to institute compliant behaviors during post
acquisition integration. Any such failures committed by the acquired company, either prior to its acquisition by
us or after the acquisition but before we were able to discover such failures, could have a material adverse effect
on the business, financial condition and results of operation of the acquired company or our Group or on the
trading price of the GDRs.

We may have difficulty integrating our acquisitions or we may not realize the anticipated benefits from
our acquisitions.

Since our formation in 2004, we have completed 14 acquisitions involving the purchase of oilfield services
and equipment manufacturing assets or companies and we expect to continue to make complementary
acquisitions. The integration of these and future acquisitions into our operations poses significant management,
administrative and financial challenges. These challenges include, among others:

* integration of the acquired businesses, including management information and financial control systems,
marketing, customer service and product offerings;

* transfer, assignment and re-registration of agreements and permits and consents into our name following
an acquisition;

» additional or unexpected capital expenditure requirements;
e retention of customers and suppliers;
* integration of different company and management cultures; and

* retention, hiring and training of key personnel.

The integration process may result in unforeseen difficulties and could require significant time and attention
from management that would otherwise be directed at developing our existing business. Further, we cannot be
certain that the anticipated cash flows, synergies and cost savings from these transactions will materialize or
reach expected levels. For example, in April 2006, upon determining that we would be unable to purchase the
remaining interest in KomiQuest and exercise full control over management decisions, we sold our interest in
this company back to the original owner for the same price that we had purchased it in March 2005.

Rapid growth and a rapidly changing operating environment may strain our limited resources.

We have experienced rapid growth in a short period of time. Managing our growth has significantly strained
our managerial and operational resources and is likely to continue to do so. Our operational, administrative and
financial resources may be inadequate to sustain the growth that we want to achieve. As we integrate our
acquisitions and as our customer base increases, an increase in investment is needed in our technology, facilities
and other areas of operations, in particular research and development, customer service and sales and marketing
which are important to our future success. As a result of such growth, we will need to continue improving our
operational and financial systems and managerial controls and procedures. We will also have to maintain close
coordination among our production, technical, accounting, finance, marketing, sales and promotional personnel.
If we are unable to manage our growth and expansion effectively, the quality of our products and services and
customer support could deteriorate which could have a material adverse effect on our business, financial
condition or results of operations and ultimately the trading price of the GDRs. See “—Risks Related to Our
Business—Certain of our management processes and internal controls have been deficient and failed to ensure
proper oversight, reporting and control of our business”.
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We may not be able to secure sufficient financing to fund our acquisition strategy.

We anticipate that our cash flows will not be sufficient to fund our future acquisitions of other oilfield
services or equipment manufacturing companies or assets. As such, obtaining sufficient financing is crucial to
our acquisition strategy. We may not be able to secure such financing on favorable terms or at all due to the
interest rate environment and limitations on our ability to enter into financing transactions imposed under the
terms and conditions of our existing financial indebtedness. If we do not obtain sufficient financing for our
acquisitions, we may be restricted in our ability to acquire attractive targets in the oilfield services market, which
could cause us to lose market share. See “—Risks Related to Financial Matters”.

Our acquisitions and potential acquisitions may be subject to regulatory and other conditions and may not
be completed on the terms negotiated or at all or the regulatory authorities may conclude that we
acquired or created a new company in contravention of antimonopoly legislation.

An important element of our growth strategy involves the acquisition of additional oilfield services and
equipment manufacturing companies and assets. Due to our size, potential acquisitions are subject to prior
approval by the FAS. The approval process may be lengthy and could delay the consummation of an acquisition
and the realization of its expected benefits. In addition, the FAS may prevent an acquisition from taking place if
it determines that it would be detrimental to competition in the relevant market. Alternatively, the FAS may
permit acquisitions, but subject to conditions, such as divesting certain assets. In relation to our acquisition of
PBN in 2006, although we observed our customary practice of filing an application for prior approval upon
signing a definitive share purchase and prior to the acquisition of any shares, the FAS found that we had failed to
comply with the prior approval requirements of the Russian anti-monopoly law and issued an administrative
ruling to this effect. In a later finding, the FAS indicated that the PBN acquisition would not restrict competition
and we were permitted to proceed with the transaction. Accordingly, we cannot be certain that we will be
permitted to undertake our proposed acquisitions in a timely fashion, without remedies, or at all.

In part, the relevant legislation also restricts the acquisition or founding of companies by groups of
companies or individuals acting in concert without such approval or notifications. As the legislation and
regulations with respect to such matters are ambiguous, there can be no assurance that the FAS will not conclude
that an acquisition or the creation of a new company was done in contravention of applicable legislation and
competition has been reduced as a result. Any such finding could result in the imposition of administrative
sanctions or require the divestiture of such newly acquired or created company or other assets, materially
adversely affecting our business, financial condition or results of operations and ultimately the trading price of
the GDRs.

Risks Related to Our Industry

Consolidation among oil and gas companies and among oilfield services providers may result in fewer
potential customers for us or in the termination of existing contracts with customers or suppliers.

Oil and gas operators in the Russian Federation have undergone substantial consolidation in the last few
years and additional consolidation is possible. Consolidation among oil and gas companies and among oilfield
services providers may result in fewer potential clients for us. Such consolidation may lead to increased
competition to secure contracts. Furthermore, mergers and acquisitions may result in the acquisition of one or
more of our customers by an entity which has access to its own oilfield services division or which has established
relations with one or more of our competitors. Similarly, a change of control of an oilfield or well managed or
serviced by us may lead to the early termination of our contracts in relation to that oilfield or project if the new
owner chooses to work with one or more of our competitors. Additionally, our presence in both the equipment
manufacturing and oilfield services markets in Russia may deter an oilfield services competitor from
commissioning a piece of drilling equipment through one of our manufacturing enterprises or seeking
engineering or technology services from us. Likewise, if our existing suppliers, such as Smith International with
whom we have an exclusive relationship for the sale of drill bits and drilling and service tools to certain
customers, determine that our drilling and workover services or other services may deny them access to the
broadest possible customer base in Russia and other CIS countries, they may be unwilling to maintain or expand
such exclusive relationships with us. The termination of any of our contracts or a reduction in demand for our
services as a result of merger and acquisition activity may have a material adverse effect on our business,
financial condition and results of operations and ultimately on the trading price of the GDRs.

A substantial or extended decline in oil and gas prices could result in lower expenditures by the oil and gas
industry thereby reducing demand for our services and decreasing our revenue.

Demand for our equipment and services is sensitive to the level of exploration, development and production
activity and capital expenditures by oil and natural gas companies in our markets. Any prolonged reduction in oil
and natural gas prices could depress the levels of oil and natural gas exploration, development and production
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activity. Even the expectation of longer-term lower oil and natural gas prices by oil and gas companies may
similarly cause them to reduce or defer major capital expenditures given the long-term nature of many large-scale
development projects. Lower oil and natural gas prices could also make many of the mature or dormant wells on
which we perform our services uneconomical for oil and natural gas companies, which would reduce demand for
our services. Prices for oil and natural gas have been and are likely to continue to be subject to large fluctuations
in response to relatively minor changes in the supply of and demand for oil and natural gas, market uncertainty
and a variety of other factors that are beyond our control, including, among others:

e the level of worldwide demand for oil and natural gas, which is affected by worldwide population
growth and general economic and business conditions;

» governmental regulations, including policies regarding the exploration and development of oil and
natural gas reserves and regarding production;

* environmental conservation measures, including those relating to carbon dioxide emissions;
* increases in the development of, and public subsidies for, alternative fuels;

» shifts in end-customer preferences toward fuel efficiency and the use of natural gas;

* taxation of oil and natural gas and associated consumer products;

* global weather conditions and possible natural disasters;

e political, military, and socio-political conditions;

» the available excess production capacity within OPEC and the level of oil production by non-OPEC
countries;

* oil refining capacity;
* the cost of producing and delivering oil and gas;

e the willingness of governments to allow oil and natural gas to be transported through their countries to
third countries; and

* terrorist attacks on oil and gas installations.

A substantial or an extended decline in oil and gas prices could result in lower expenditures by our
customers and materially adversely affect our business, financial condition and results of operations and
ultimately on the trading price of the GDRs. At the same time, an increase in worldwide oil and gas prices may
not necessarily result in an increase in demand for our equipment and services. Historically, there has been a lag
of approximately six months on average between an increase in the worldwide oil and gas prices and the
implementation of new oil and gas projects requiring oilfield services and equipment.

The history and composition of the Russian oilfield services and equipment manufacturing market make
data collection and comparison difficult and such data may be incomplete and/or subject to error.

The oilfield services and equipment manufacturing business in Russia has undergone a great deal of change
in the last two decades. During the Soviet period, documentation concerning oilfield development was not
recorded and monitored as stringently as is customary in other parts of the world. Additionally, in today’s
market, both in-house service providers associated with major Russian oil and gas companies and independent
service providers are reluctant to divulge information, such as pricing and sales, not readily available in the
public domain. Some independent companies that are small have little visibility or operate within an extremely
limited geographical area resulting in information gaps about industry participants, particularly within an oil and
gas region. There is also uncertainty regarding the ownership of assets. For example, inactive drilling rigs have
been cannibalized to upgrade and repair other ageing rigs and record keeping is ambiguous. The total number of
workover and drilling rigs reported in this Prospectus is an assumed number based on capacity, utilization and
known drilling and workover activity in each onshore oil and gas producing region of Russia. In the absence of
publicly available information on a significant proportion of participants in the industry, many of whom are small
and/or privately owned operators, or their asset base, investors should not place undue reliance on available data
on market sizes and projected growth rates, including the market and competitive data extracted from the report
prepared by Douglas-Westwood and presented in this Prospectus. Additional factors should be considered in
assessing the usefulness of this data and in particular projected growth rates. See “Important Information about
this Prospectus”.
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Risks Related to Financial Matters

We have had insufficient internal controls to properly monitor and comply with the restrictions contained
in our debt facilities, and as a result have been in breach of certain of our debt facilities. Any future
default under our debt facilities, or consequent action by our lenders, may have a material adverse effect
on our financial condition and the trading price of our GDRs.

Our growth has been financed in large part through borrowings. Since our inception in March 2004 and
through September 30, 2006, we have borrowed US$461.1 million. These borrowings were raised through at
least 45 separate bank facilities or other forms of loan agreements from a variety of lenders and two separate
issuances of Russian ruble-denominated bonds. As of September 30, 2006, the group as a whole had outstanding
total short-term and long-term borrowings of US$462.8 million, which included debt of certain of our
subsidiaries existing at the time we acquired them. All of these facilities and loan agreements subject us to
differing financial and other restrictive covenants. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources—Borrowings”.

Until recently, we have lacked the internal controls to properly monitor and comply with the financial and
other covenants to which our debt facilities subject us. This has resulted in a number of breaches of and defaults
under our debt facilities, and subsequent cross-defaults under other debt facilities. In addition, so as to enable us to
pursue more aggressively our growth strategy, we have on occasions knowingly disregarded certain of those
restrictive covenants that we judged to be immaterial and have raised new debt and granted security in
circumstances where the relevant restrictive covenants prohibited such actions. Certain of these breaches of our debt
facilities have required us to enter into negotiations with our lenders and to agree enhanced commercial terms in
order to obtain appropriate waivers of such breaches, and to consider raising alternate sources of financing.

In August 2006, we entered into a US$75.0 million bridge facility agreement (the “August 2006 Facility
Agreement”) with Renaissance Securities Trading Limited which we refer to herein as Renaissance Securities,
which is an affiliate of Renaissance Capital, one of the Managers. Under the terms of the August 2006 Facility
Agreement, we covenanted to use our best endeavors to procure that our non-dormant subsidiaries provide
guarantees of such debt and that, pending the provision of such guarantees, no member of our Group would incur
any debt or grant any security. Prior to the provision of such guarantees and in violation of the covenants, we
incurred new debt in an aggregate principal amount of US$112.8 million under ten separate loan agreements with
a variety of other lenders, including Alfa-Bank and Sberbank, and we made various grants of security. In
addition, in violation of the terms of the August 2006 Facility Agreement, we failed to notify Renaissance
Securities of these breaches and the consequent events of default that occurred. These events of default also
resulted in a cross-default occurring under the terms of other debt facilities to which we are party. On January 8,
2007, Renaissance Securities waived these breaches of covenants. As part of such waiver we agreed to enhanced
commercial terms with Renaissance Securities. See ‘“Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources—Borrowings”.

We intend to repay the August 2006 Facility Agreement with Renaissance Securities in full from the
proceeds of the Offering. While the breaches of the August 2006 Facility Agreement were waived on January 8,
2007, the lenders under certain of our other debt facilities which cross-defaulted as a result of these breaches may
take or threaten to take action arising out of potential defaults or cross-defaults under their respective facilities,
including an acceleration of the outstanding indebtedness. The facilities which cross-defaulted included a
US$90.0 million facility agreement that we entered into in September 2005 with J.P. Morgan Europe Limited (as
agent and security agent for various lenders) (the “September 2005 Facility Agreement”) to finance our purchase
of URBO and BI, our US$2.0 million 18% Senior Notes due 2008 and our US$15.0 million 11% Senior Notes
due 2010. If any such acceleration or other action is taken by any of these or other lenders, under the terms of the
waiver of the breach of the August 2006 Facility Agreement agreed with Renaissance Securities, a new event of
default would occur under that agreement. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Liquidity and Capital Resources—Borrowings”.

Over the course of 2006, we were also in breach of our representations and warranties on entering into
certain of the financing agreements and/or also were in breach of various covenants in loan agreements with
IMB, Alfa Bank, Commerzbank and Nomos Bank. The breaches of covenants related primarily to restrictions on
the incurrence of other debt, or the granting of security or issuing of guarantees, without the relevant lender’s
consent and the breach of certain financial ratios that prohibit the incurrence of debt above certain levels within
certain groups of our subsidiaries. Although we have now obtained waivers or consents for all breaches of such
agreements that we were aware of, there can be no assurance that we may not in the future breach our financing
agreements to which we are or may become a party.
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While we are implementing improvements in our internal controls, there can be no assurance that we will
not continue to breach the terms of the financial and other restrictive covenants to which our debt facilities
subject us. If a default were to occur under a debt facility, other cross-defaults may also occur under our other
debt facilities. A significant portion of our debt has been lent to us by Russian banks under bilateral,
non-syndicated facilities without agents who are experienced in addressing borrower defaults. Their response to
any such default or cross-default may be slow, inadequate or disproportionate (in asking for fees, increased
interest or even acceleration). Any default or cross-default, and any consequent decision by a lender to accelerate
its debt, would have a material adverse effect on our financial condition and the trading price of our GDRs. There
can be no assurance that any lender would agree to waive a default or, if a waiver was obtained, that we would
not be required to offer enhanced commercial terms to the affected lenders. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations”.

We have material weaknesses in our internal controls and we may not be able to remedy these weaknesses
or prevent future weaknesses. If we fail to maintain effective internal controls, we may not be able to
accurately report our financial results or prevent fraud, or properly control our business, which would
have a negative effect on the trading price of the GDRs.

We have material weaknesses in our internal controls. A material weakness is a control deficiency, or
combination of control deficiencies, that results in more than a remote likelihood that a material misstatement of
the annual or interim financial statements will not be prevented or detected. The deficiencies identified include
the following:

* We have insufficient resources in our accounting and reporting function which may lead to errors and
inconsistencies. Specifically, the size of our financial reporting group is not sufficient to service existing
reporting requirements given our extensive acquisitions and existing and expected demand for timely
and accurate financial reporting, both internal and external. Additionally, our ability to generate accurate
financial information in a timely manner and to produce the consolidated financial statements is
currently overly dependent on a small group of individuals and relies heavily on manually administered
spreadsheets. These deficiencies contributed to adjustments which were made during the preparation of
our Audited Consolidated Financial Statements for the financial year ended December 31, 2005 and our
Unaudited Condensed Consolidated Interim Financial Information.

e Until recently, we have not had satisfactory procedures for monitoring compliance with our debt
covenants. We have recently approved such procedures which are in the course of implementation, but
there can be no assurance that these new procedures will be effective. As discussed in the risk factor
above, our failure to properly monitor and comply with restrictions contained in our debt facilities
resulted in the breach of certain of our debt facilities leading to defaults and cross defaults under our
financing agreements.

*  Our management has limited experience in financial reporting and may not have sufficient awareness of
financial reporting requirements to ensure all material events are properly disclosed or accounted for.

In addition, external experts knowledgeable in matters relating to accounting and controls reported such
matters as material weaknesses in written communications to us. However, we did not request and such experts
did not perform an audit of our internal controls or any other procedures specifically designed to evaluate or test
the operating effectiveness of our internal controls. Accordingly, we can provide no assurance either that all
material weaknesses have been identified or that all other areas of our internal control system are operating
effectively.

While we are taking steps to address these material weaknesses, we may not be successful in remedying
them in a timely fashion to prevent future deficiencies in our internal controls. In addition, our rapid growth and
our acquisition strategy will place an additional strain on our accounting personnel, management information and
financial reporting systems, and may make it more difficult for us to remedy these material weaknesses or
prevent future weaknesses. If we are unable to remedy these material weaknesses or prevent future weaknesses,
we may not be able to prevent or detect a material misstatement in our annual or interim consolidated financial
statements. Any such misstatement or other defect in our financial statements or the perceived weaknesses in our
accounting personnel, management information or financial reporting systems may have a material adverse effect
on, among other things, our ability to pursue our strategies, maintain our competitive strengths or raise debt or
equity financing in the future, which could have a material adverse effect on our business, financial condition,
results of operations, prospects or the trading price of our GDRs. See “—Risks Related to Our Business—Certain
of our management processes and internal controls have been deficient and failed to ensure proper oversight,
reporting and control of our business”.
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We currently have an insufficient number of accounting and financial personnel and we may be unable to
hire adequate accounting personnel to effectively support our accounting department, which could affect
our ability to ensure timely and reliable financial statements and to provide effective monitoring of the
financial matters affecting our Group.

We currently have an insufficient number of accounting and financial personnel in place to support the size
and complexity of our operations and to effectively monitor and report on financial developments. This resulted
in errors and inconsistencies, problems with timeliness, accuracy, and quality of information, and insufficient
documentation, accountability and internal review, among other things. If we are unable to provide our financial
department with sufficient resources and personnel, in particular personnel who are also knowledgeable in IFRS,
we may not be able to ensure that accounting policies are correctly applied in the future or that our financial
reporting systems are otherwise effectively implemented. The shortage of finance personnel also means that
where control weaknesses have been identified and corrective action agreed, that action may not be implemented
in a timely fashion or at all. We are planning to hire additional accounting personnel, such as a financial
controller and head of reporting, but the number of qualified managerial and technical personnel in Russia
knowledgeable in IFRS is limited as a result of intense competition for the services of such persons. If we are
unable to contract with or hire and retain in a timely manner such additional accounting personnel, our ability to
record, process, summarize and report financial information in a timely and reliable manner could be adversely
affected. See “—Risks Related to Our Business—Certain of our management processes and internal controls
have been deficient and failed to ensure proper oversight, reporting and control of our business”.

Our accounting systems may not be as sophisticated or robust as those of companies organized in
jurisdictions with a longer history of compliance with IFRS and we are only beginning the implementation
of a tax planning function.

Most Russian companies are not required to adopt IFRS and most subsidiaries that we have acquired did not
report their results under IFRS or any other international accounting standard nor have they implemented
accounting systems that are common in countries with a longer history of compliance with IFRS. As a result, we
and our subsidiaries:

* lack a sufficient number of financial personnel with experience in the application and interpretation of
IFRS;

* have limited experience exercising the judgment required by IFRS;

* have not fully developed and implemented the required methodologies for the preparation of IFRS
financial statements, including the internal control frameworks, development methodologies or risk
assessment activities on which they depend; and

* have limited information technology and business process automation systems that facilitate the
methodologies for the preparation of IFRS financial statements.

As a result, our financial information is less reliable than that of other companies using such systems and
could adversely affect the quality of decision making by our senior management. Furthermore, the historic
financial information of our subsidiaries has been subject to differing accounting policies, is not uniform and has
required the reclassification of certain entries in order for our accounting personnel to process and consolidate the
information for the purposes of producing our financial statements. As we develop and implement our accounting
systems, we may identify further deficiencies with our subsidiaries’ historic financial information that may
impact our historical financial statements.

Due to our rapid growth, legacy tax risks assumed by us through acquisitions increase the risk of actual tax
claims filed against us. As a result of our expansion into territories beyond Russia, such risks may increase
further. We have only recently formed a tax planning function and currently the scope of responsibilities and
actual activities of this function are limited due to limited personnel.

Our historical and pro forma financial information may not be indicative of our future performance.

This Prospectus contains our Unaudited Condensed Consolidated Interim Financial Information and our
Audited Consolidated Financial Statements. In each of the periods covered, our results of operations were
significantly influenced by the acquisitions we undertook. The growth we have experienced since our inception
in 2004 is primarily attributable to our acquisition strategy. As a result, our historical results are not directly
comparable. Additionally, the historical performance of the companies we have acquired set out in the stand
alone financial statements in F-80 to F-317 may not be indicative of the results achievable by us following such
acquisition nor is there any assurance that we can improve upon these results. Some companies we have
acquired, such as BKS and Alliance, experienced deteriorating operating and financial performance following
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our acquisition of them. Further, subsequent to September 30, 2006, the date of our Unaudited Condensed
Interim Financial Information, we raised the equivalent of US$232.3 million in borrowings and made additional
acquisitions. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Recent Developments” and “—Liquidity and Capital Resources”. Such borrowings are not included in either our
Unaudited Condensed Consolidated Interim Financial Information or our Unaudited Condensed Pro Forma
Financial Information as of September 30, 2006.

In addition, this Prospectus contains unaudited condensed pro forma financial information for the year
ended December 31, 2005 and as of and for the nine months ended September 30, 2006, as set forth in the
Unaudited Condensed Pro Forma Financial Information. Our Unaudited Condensed Pro Forma Financial
Information gives effect to the acquisition of the Acquired Entities as if they had occurred on January 1, 2005 or
September 30, 2006, as applicable. We note, however, that our Unaudited Condensed Pro Forma Financial
Information should not be relied upon as an indication of the financial position or results of operations we would
have achieved if the acquisition of the Acquired Entities had occurred on January 1, 2005 or September 30, 2006,
as applicable, nor should it be used as an indication of our future performance following the consolidation of all
of the Acquired Entities into our results. Many of our most significant acquisitions to date occurred within the
last twelve months and we have only recently begun to integrate these companies into the Group.

Additionally, our Unaudited Condensed Pro Forma Financial Information differs significantly from our
Consolidated Financial Statements, as our Unaudited Condensed Pro Forma Financial Information has been
derived by the application of pro forma adjustments related to the Acquired Entities to our Audited Consolidated
Financial Statements. For example, STM’s results for the year ended December 31, 2005 and for the nine months
ended September 30, 2006 include the results of OJSC “Strommashina”, its only operating subsidiary, while it
was under bankruptcy proceedings. In the case of Smith Eurasia and PBN, intragroup transactions occurred on a
regular basis and may not have been subject to the same corporate governance requirements applied by us. For
these and other reasons, there is a risk that the results of our subsidiaries may be significantly different following
our acquisition of them.

Accordingly, our Unaudited Condensed Pro Forma Financial Information contained elsewhere in this
Prospectus is presented for illustrative purposes only and may not, because of its nature, be indicative of our
financial position or results of operations. Our future results of operations and financial position may differ
materially from the pro forma amounts reflected in our Unaudited Condensed Pro Forma Financial Information.
Prior to making an investment in the GDRs, investors should read both our Unaudited Condensed Pro Forma
Financial Information and our Consolidated Financial Statements, and understand the differences between them
and their limitations.

Restrictions and covenants in our or our subsidiaries’ credit facility agreements limit our ability to take
certain actions.

We and certain of our subsidiaries are subject to a number of restrictive covenants under our financing
agreements. These covenants require us to maintain specified financial ratios and may limit our ability to, among
other things:

e borrow additional debt;

e pay dividends, make other distributions or repurchase shares;

* make investments;

» consolidate, merge or dispose of assets;

e grant security interests;

* enter into transactions with affiliates; or

e enter into transactions resulting in a change of control.

If we fail to comply with these or other similar covenants, we will default under these agreements and this
may also result in a cross-default under our other financing agreements. A default, if not waived, could result in
an acceleration of our indebtedness, in which case such indebtedness would become immediately due and
payable. If this occurs, we may not be able to repay our debt or borrow sufficient funds to refinance it. Even if
new financing is available, it may not be on terms that are acceptable to us. We may not have the ability to
borrow under our credit facilities unless we satisfy these covenants and other availability tests. See “—We have
had insufficient internal controls to properly monitor and comply with the restrictions contained in our debt
facilities, and as a result have been in breach of certain of our debt facilities. Any future default under our debt

facilities, or consequent action by our lenders, may have a material adverse effect on our financial condition and
the trading price of our GDRs”.
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We may require additional capital in the future, which may not be available or may only be available on
unfavorable terms.

Our future capital requirements depend on many factors, including our ability to expand our current
business. To the extent that funds are insufficient to fund future acquisitions or operating requirements, we may
need to raise additional funds through financings or curtail our growth. Any equity or debt financing, if available
at all, may be on terms that are not favorable to us, and may dilute the interest of existing shareholders (to the
extent that we issue new securities). If we cannot obtain adequate capital on favorable terms or at all, our
business, financial condition or results of operations and ultimately the trading price of the GDRs could be
adversely affected.

Continued or future losses and negative cash flows could adversely affect our operational and financial
condition.

We have a short operating history. Since we intend to continue to invest in developing our equipment and
services businesses, losses or negative cash flows we have incurred to date may continue to be incurred. There is
no assurance that we will subsequently become or remain profitable in the future. The attainment of profitability
will be dependent, among other matters, upon our ability to manage our growth and expansion successfully.

Inflation could increase our costs and decrease our operating margins.

The Russian economy has been characterized by high rates of inflation. The annual inflation rate subsided to
approximately 15% in 2002, 12% in 2003, 11.7% in 2004 and 10.9% in 2005. Certain of our costs, such as
salaries, are sensitive to rises in the general price level in Russia. In this situation, due to competitive pressures,
we may not be able to raise the prices for our products and services sufficiently to preserve operating margins.
Accordingly, high rates of inflation could increase our costs and decrease our operating margins.

Continued or increased limitations on the conversion of rubles to hard currency in Russia could increase
our costs when paying any dividends to our shareholders and making payments in hard currency to
suppliers and creditors which could cause us to default on our obligations to them.

The ruble is only in the first stages of becoming convertible outside of Russia. In addition, because of the
limited development of the foreign currency market in Russia, we may experience difficulty converting rubles
into other currencies. Any delay or other difficulty in converting rubles into a foreign currency to make a
payment or delay or restriction on the transfer of foreign currency from Russia could adversely affect our ability
to meet payment and debt obligations and any dividend payments in the future, which could result in the loss of
suppliers, acceleration of debt obligations and cross-defaults.

Risks Related to Business Operations in Emerging Markets

Investors in emerging markets, such as Russia and other CIS countries, are subject to greater risks than
investors in more developed markets, including significant political, legal and economic risks and risks
related to fluctuations in the global economy.

Investors in emerging markets, such as Russia, should be aware that these markets are subject to greater
risks than more developed markets, including in some cases significant political, legal and economic risks.
Emerging economies, such as the Russian and other CIS economies, are subject to rapid change and the
information included herein may become outdated relatively quickly. Russia’s economy, like other emerging
economies, is vulnerable to market downturns and economic slowdowns elsewhere in the world. As has
happened in the past, financial problems or an increase in the perceived risks associated with investing in Russia
or other emerging economies could dampen foreign investment in these markets and adversely affect their
economies. These developments could limit our access to capital and make execution of our acquisition and
growth strategy more difficult.

Investors should exercise particular care in evaluating the risks involved and must decide for themselves
whether, in light of those risks, their investment is appropriate. Generally, investment in emerging markets is
only suitable for sophisticated investors who fully appreciate the significance of the risks involved and investors
are urged to consult with their own legal, financial and tax advisors before making an investment in the GDRs.

Risks Related to the Russian Federation
Political and Social Risks

Political and governmental instability to varying degrees in the Russian Federation could adversely affect
the trading price of the GDRs.

Since 1991, Russia has sought to transform itself from a one-party state with a centrally planned economy
into a market-oriented economy. However, the course of political, economic and other reforms has in some
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respects been uneven, and the composition of the governments has at times been unstable. For example, six
different prime ministers headed governments between March 1998 and May 2000. The newly developed
institutions and the legal and regulatory system lack a long-term institutional history and are not firmly
established. Shifts in government policy and regulation in the Russian Federation have at times been
unpredictable, and changes in government policy that could affect us or our investors may (and in certain cases
are likely to) continue. The Russian political system remains vulnerable to popular dissatisfaction with the results
of privatization in the 1990s, as well as to demands for autonomy from particular regional and ethnic groups.

For example, in February 2004, just prior to his election to a second term as president, President Putin
dismissed his entire cabinet, replaced the prime minister and issued a presidential decree that significantly
reduced the number of federal ministries, redistributed certain functions amongst various state agencies and
announced plans for a major overhaul of the federal administrative system. President Putin implemented reforms
under which executives of sub-federal political units are no longer elected by the population, but instead are
nominated by the President and confirmed by the legislature of the sub-federal political unit. Pursuant to
legislation that took effect on December 7, 2006, single-member-district elections for the State Duma are to be
eliminated, and all votes are instead to be cast on a party-list basis. Elections for the State Duma are scheduled
for late 2007, and the next Presidential election is scheduled for 2008. According to the Constitution of the
Russian Federation, President Putin is prohibited from seeking election to a third term.

Possible future governmental changes, including those following the next State Duma and Presidential
elections, major policy shifts or lack of consensus internally between the leaders, executive and legislative bodies
and powerful economic groups within one or more of the countries in which we operate could lead to political
instability in those jurisdictions, which, in certain cases, could have a material adverse effect on our operations,
financial condition, prospects and the trading price of the GDRs.

The immaturity of legal systems, processes and practices in the Russian Federation may adversely affect
our business, financial condition or results of operations.

Risks associated with the legal systems of the Russian Federation include, to varying degrees:
inconsistencies between and among laws, presidential decrees, edicts and governmental and ministerial orders
and resolutions; conflicting local, regional, and federal rules and regulations; the lack of judicial or
administrative guidance regarding the interpretation of the applicable rules; the untested nature of the
independence of the judiciary and its immunity from political, social and commercial influences; the relative
inexperience of jurists, judges and courts in interpreting recently enacted legislation and complex commercial
arrangements; a high degree of unchecked discretion on the part of governmental authorities; substantial gaps in
the regulatory structure due to delays in or absence of implementing regulations; bankruptcy procedures that are
not well-developed and are subject to abuse; and a lack of binding judicial precedent. All of these weaknesses
affect our ability to protect and enforce our legal rights, including rights under contracts, and to defend against
claims by others.

The relatively recent enactment of many laws, the lack of consensus about the scope, content and pace of
political and economic reform and the rapid evolution of legal systems in ways that may not always coincide
with market developments have resulted in ambiguities, inconsistencies and anomalies and, in certain cases, the
enactment of laws without a clear constitutional or legislative basis. Legal and bureaucratic obstacles and
corruption exist to varying degrees in each of the jurisdictions in which we operate, and these factors are likely to
hinder our further development. These characteristics give rise to investment risks that do not exist in countries
with more developed legal systems. The developing nature of the legal systems in Russia and the other countries
in which we operate could result in our business, financial condition or results of operations and ultimately the
trading price of the GDRs being materially adversely affected.

The reversal of reform policies or the implementation of government policies in Russia targeted at specific
individuals or companies could harm our business as well as investments in Russia more generally.

Since President Putin took office as prime minister and then president in 1999, the political and economic
situation in Russia has generally become more stable and conducive to investment. However, signs of a
breakdown in the consensus among key governmental officials have raised questions about the direction of future
economic reforms. Any significant struggle over the direction of future reforms, or the reversal of the reform
program, could lead to deterioration in Russia’s investment climate that might constrain our ability to obtain
financing, limit our sales in Russia and otherwise harm our business and results of operations.

In 2003, Russian authorities arrested Mikhail Khodorkovsky and Platon Lebedev, key shareholders and
managers of OAO NK Yukos (“Yukos”), then Russia’s largest oil company by production, on tax evasion and
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related charges, and on May 31, 2005 they were each sentenced to eight years of imprisonment on these charges.
Significant back tax claims have since been brought against Yukos, resulting in the auction of its major
production subsidiary, OAO Yuganskneftegaz (“Yuganskneftegaz”), and the effective destruction of Yukos.
Yuganskneftegaz was acquired, indirectly, by OAO NK Rosneft, a state-owned oil company, resulting in the first
effective renationalization of a significant company privatized in the 1990s. Some analysts contend that the
arrests, destruction of Yukos and renationalization of Yuganskneftegaz evidence a willingness on the part of the
Putin administration to reverse key political and economic reforms implemented in the 1990s, including certain
privatizations. Other analysts, however, believe that these arrests were isolated events that relate to the specific
individuals and companies involved and do not signal any deviation from broader political and economic reforms
or a wider program of asset redistribution. For further discussion of recent activities by Russian tax authorities,
see “—Legislative and Legal Risks—The taxation and customs system in Russia is subject to changes and
inconsistencies”.

Political, social and other conflicts create an uncertain operating environment that hinders our long-term
planning ability and could adversely affect the value of our investments in Russia.

The Russian Federation is a federation of 86 sub-federal political units, consisting of republics, territories,
regions, cities of federal importance and autonomous regions and districts. The delineation of authority and
jurisdiction among the members of the Russian Federation and the federal government is, in many instances,
unclear and remains contested. Lack of consensus between the federal government and local or regional
authorities often results in the enactment of conflicting legislation at various levels and may lead to further
political instability. In particular, conflicting laws have been enacted in the areas of privatization, securities,
corporate legislation and licensing. Some of these laws and governmental and administrative decisions
implementing them, as well as certain transactions consummated pursuant to them, have in the past been
challenged in the courts, and such challenges may occur in the future. This lack of consensus creates
uncertainties in our operating environment, which may prevent us from effectively and efficiently carrying out
our business strategy.

In addition, ethnic, religious, historical and other divisions have, on occasion, given rise to tensions and, in
certain cases, military conflict, such as the continuing conflict in Chechnya, which has brought normal economic
activity within Chechnya to a halt and disrupted the economies of neighboring regions. Various armed groups in
Chechnya have regularly engaged in guerrilla attacks in that area. Violence and attacks relating to this conflict
have also spread to other parts of Russia, including terrorist attacks in Moscow. The further intensification of
violence, including terrorist attacks and suicide bombings, or its continued spread to other parts of Russia, could
have significant political consequences, including the imposition of a state of emergency in some or all of Russia.
Moreover, any terrorist attacks and the resulting heightened security measures may cause disruptions to domestic
commerce in Russia, and could materially adversely affect our results of operations and financial condition, and
thus the trading price of the GDRs.

Crime and corruption could disrupt our ability to conduct business.

The political and economic changes in Russia since the early 1990s have led, amongst other things, to
reduced policing of society and increased lawlessness. In September and October 2006, the Deputy Chairman of
the Central Bank and a well-known reporter were assassinated in what were allegedly contract killings.
Organized criminal activity, particularly property crimes in large metropolitan centers, has reportedly increased
significantly since the dissolution of the Soviet Union. In addition, the Russian and international media have
reported high levels of corruption in Russia and elsewhere in the CIS. Press reports have also described instances
in which government officials have engaged in selective investigations and prosecutions to further the interest of
the government and individual officials or business groups. Moreover, certain members of the Russian media
appear to have published biased articles in exchange for payment. Although we adhere to our own internal
compliance procedures in order to counteract the effects of crime and corruption, illegal activities or demands of
corrupt officials, allegations that we or our management have been involved in corruption, illegal activities or
biased articles and negative publicity could materially adversely affect our ability to conduct our business in
Russia and the trading price of the GDRs.

Social instability could lead to labor and social unrest, renewed centralized authority or increased
nationalism.

The failure of the Russian government and of many private enterprises to pay full salaries regularly, and the
failure of salaries and benefits generally to keep pace with the increasing cost of living, could lead to labor and
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social unrest, increased support for centralized authority and rise in nationalism. For example, in 1998, miners in
several regions of Russia, demanding payment of overdue wages, resorted to a strike that included blockading
major railroads. In 2005, Russian pensioners organized street protests against government proposals to monetize
in-kind benefits. These protests periodically blocked highways and streets in major Russian cities. In 2006,
groups of individuals allegedly defrauded by various real estate investment schemes organized protests in cities
and towns across Russia, including a hunger strike. The Russian government and both Houses of the Federal
Assembly adopted resolutions in an attempt to satisfy the demands of the protesters. Such labor and social unrest
could disrupt normal business operations, which also could materially adversely affect our business, financial
condition and results of operations.

Economic instability in Russia could adversely affect our business.
Since the dissolution of the Soviet Union in 1991, the Russian economy has experienced at various times:
» significant declines in gross domestic product;
* aweak banking system providing limited liquidity to domestic enterprises;

e a large number of loss-making enterprises that have continued to operate due to the lack of effective
bankruptcy proceedings;

» significant use of barter transactions and illiquid promissory notes to settle commercial transactions;
* widespread tax evasion;

* the growth of black and grey market economies;

* high levels of capital flight;

* high levels of corruption and the penetration of organized crime into the economys;

* high government debt relative to gross domestic product;

* hyperinflation;

* anunstable currency;

* significant increases in unemployment and underemployment; and

» the impoverishment of a large portion of the population.

The Russian economy has been subject to abrupt downturns. In particular, in August 1998, the Russian
government defaulted on its ruble-denominated securities, the Central Bank stopped its support of the ruble and a
temporary moratorium was imposed on certain hard currency payments. These actions resulted in an immediate
and severe devaluation of the ruble, a sharp increase in the rate of inflation, a dramatic decline in the prices of
Russian debt and equity securities and the inability of Russian issuers to raise funds in the international capital
markets. These problems were aggravated by the near collapse of the Russian banking sector after the events of
August 1998, which further impaired the ability of the banking sector to act as a reliable and consistent source of
liquidity to Russian companies.

Recent favorable trends in the Russian economy, such as the increase in gross domestic product, a relatively
stable ruble and a reduced rate of inflation, may not continue or may be abruptly reversed. For example, during
2005 economic growth slowed and consumer price inflation remained high. Furthermore, consumer price
inflation in Russia increased in the first part of 2006. In addition, because Russia produces and exports large
quantities of oil and natural gas, the Russian economy is particularly vulnerable to fluctuations in the price of oil
and natural gas on the world market, and a decline in the price of oil or natural gas could significantly slow or
disrupt the Russian economy. The occurrence of any of these events could materially adversely affect Russia’s
economy and our business in the future and ultimately the trading price of the GDRs.

The banking system in Russia remains underdeveloped, and another banking crisis could place severe
liquidity constraints on our business.

The banking and other financial systems in Russia are not well-developed or regulated, and Russian
legislation relating to banks and bank accounts is subject to varying interpretations and inconsistent application.
The 1998 financial crisis referred to above resulted in the bankruptcy and liquidation of many Russian banks and
almost entirely eliminated the developing market for commercial bank loans at that time. From April through
July 2004, the Russian banking sector experienced its first serious turmoil since the financial crisis of August
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1998. As a result of various market rumors and, in some cases, certain regulatory and liquidity problems, several
privately-owned Russian banks experienced liquidity problems and were unable to attract funds on the interbank
market or from their client base. Simultaneously, they faced large withdrawals of deposits by both retail and
corporate customers. Several of these privately-owned Russian banks collapsed or ceased or severely limited
their operations. Russian banks owned or controlled by the government or the Central Bank and foreign-owned
banks generally were not adversely affected by the turmoil. There are currently also only a limited number of
creditworthy Russian banks, most of which are located in Moscow. Most Russian banks do not meet international
banking standards, and the transparency of the Russian banking sector still falls short of internationally accepted
norms.

Under the terms of certain of our financing agreements, we are required to maintain a minimum amount of
turnover and funds at the private Russian banks with which we do business. Another banking crisis or the
bankruptcy or insolvency of the banks with which we hold funds could result in the loss of our deposits or affect
our ability to complete banking transactions in Russia, which could have a material adverse effect on our
business, financial condition and results of operations.

Russia’s physical infrastructure is in very poor condition, which could disrupt normal business activity.

Russia’s physical infrastructure largely dates back to Soviet times and has not been adequately funded and
maintained since the dissolution of the Soviet Union. Particularly affected are the rail and road networks, power
generation and transmission, communications systems and building stock. For example, during the winter of
2000 and 2001, electricity and heating shortages in Russia’s far eastern Primorye region seriously disrupted the
local economy. In August 2000, a fire at the main transmission tower in Moscow interrupted television and radio
broadcasting for weeks. In May 2005, an electricity blackout affected much of Moscow for one day, disrupting
normal business activity. The Russian government is actively pursuing plans to reorganize its rail, electricity and
telephone systems, as well as the public utilities. Any such reorganizations may result in increased charges and
tariffs while failing to generate the anticipated capital investment that is needed to repair, maintain and improve
these systems. The deterioration of physical infrastructure in Russia harms its national economy, disrupts the
transportation of goods and supplies, adds costs to doing business and can interrupt business operations. Further
deterioration in the physical infrastructure could have a material adverse effect on our business, financial
condition or operating results.

Deterioration of Russia’s relations with other countries in which we operate could disrupt normal business
activity.

Since Mr. Putin became President in 1999, Russia has attempted to reassert its geopolitical interests in what
had previously been Republics of the USSR, some of which are current and potential future markets for our
services and products. On several occasions, this has resulted in deterioration of Russia’s relations with such
countries. For example, in the fall of 2006, acting in response to arrests in Tbilisi, Republic of Georgia, of alleged
Russian foreign intelligence officers by Georgian authorities, Russia imposed a comprehensive economic
embargo on Georgia, which included a ban on all auto, air and rail travel to and from Georgia, restrictions on
money transfers to and from Georgia and the deportation of hundreds of Georgian citizens who were alleged to
have been residing in Russia illegally. The Russian Law “On Special Economic Measures”, adopted subsequent
to the Georgian embargo, grants the President of Russia, acting only upon recommendation of the Russian
Security Counsel, authority to both (i) impose restrictions or prohibit dealings with foreign states and/or foreign
citizens and (ii) impose obligations to perform specific activities in furtherance of the adopted economic
measures. If Russia were to impose a similar embargo or adopt any of the restrictive economic measures
contemplated by the Law “On Special Economic Measures” with respect to the countries in which we currently
operate and/or plan to operate in the future, our business, financial condition, results of operations and the value
of the GDRs could be materially adversely affected. Similarly, if other countries were to impose similar measures
on Russia, including, for example, restrictions on financing transactions or on the listing of companies with
substantial assets in Russia, our business, financial condition, results of operations and the trading price of the
GDRs could be materially adversely affected.

Legislative and Legal Risks

Weaknesses relating to the Russian legal system and legislation create an uncertain environment for
investment and business activity in the region, and could have a material adverse effect on our business
and the trading price of the GDRs.

Russia is still developing the legal framework required to support a market economy. The risks described
above under “—Political and Social Risks—The immaturity of legal systems, processes and practices in the
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Russian Federation may adversely affect our business, financial condition or results of operations”, create
uncertainties with respect to the legal and business decisions that we make, many of which do not exist in
countries with more developed market economies.

Additionally, the independence of the judicial system and the prosecutor general’s office and their immunity
from economic, political and nationalistic influences in Russia is less than complete. The court system is
understaffed and underfunded; judges and courts are generally inexperienced in the areas of business and
corporate law; judicial precedents generally have no binding effect on subsequent decisions; and most court
decisions are not readily available to the public. Enforcement of court judgments can, in practice, be difficult. All
of these factors make judicial decisions in Russia difficult to predict and effective redress uncertain.
Additionally, court claims are often used in furtherance of political aims, and law enforcement agencies do not
always enforce or follow court judgments. We may be subject to such claims and may not be able to receive fair
trials or to enforce any judgments in our favor.

These uncertainties also extend to property rights. During its transition from a centrally-planned economy to
a market economy, Russia has enacted laws to protect private property against expropriation and nationalization.
However, due to a lack of experience in enforcing these provisions and to political pressure, Russian courts might
not enforce these protections in the event of an attempted expropriation or nationalization. Expropriation or
nationalization of any of our entities, any of our entities’ assets or portions thereof, potentially without adequate
compensation, could have a material adverse effect on our business, financial condition and results of operations.

Failure to comply with existing laws and regulations or the findings of government inspection, or increased
government regulation of our operations, could result in substantial additional compliance costs or
sanction.

Our operations and properties are subject to regulation by various government entities and agencies, in
connection both with obtaining and renewing various licenses and permits and with continuing compliance with
existing laws and regulations. Regulatory authorities exercise considerable discretion in the issuance and renewal
of licenses and permits, in monitoring licensees’ compliance with the terms thereof, and in interpreting and
enforcing applicable laws and regulations. Russian authorities have the right to, and frequently do, conduct
periodic inspections of our operations and properties. Any such future inspections may conclude that we have
violated applicable laws or regulations, and we may be unable to refute such conclusions or to remedy such
violations. Such conclusions may result in the imposition of fines, penalties or more severe sanctions, including
the suspension, amendment or revocation of our licenses and permits, a requirement that we cease certain of out
business activities or criminal and administrative penalties could be instituted against our officers, each of which
could materially adversely affect our business, financial condition and results of operations.

The unfavorable opinion of the Russian state authorities of listings outside of Russia of the securities of
non-Russian companies with Russian assets, the may result in government action against us or our Russian
subsidiaries.

The Russian Federal Service for Financial Markets (the “FSFM”) has publicly expressed its disapproval of
listings of securities of non-Russian companies in circumstances where the main assets of the companies are
shares or other interests in Russian companies. The Russian Law “On the Securities Markets” has recently been
amended to allow foreign issuers to issue Russian depositary receipts with respect to their shares. Although
current Russian legislation does not prohibit the listing and trading of GDRs representing the Shares on the
London Stock Exchange, there can be no assurance that the FSFM will not seek to take action against us or our
Russian subsidiaries. The Company intends to set up a Russian depositary receipt (“RDR”) facility after FSFM,
stock exchange and other regulations needed for the establishment of RDR programs have been adopted and
become effective.

Unlawful, selective or arbitrary government action may have a material adverse effect on our business or
the trading price of the GDRs.

Governmental authorities have a high degree of discretion in Russia and at times appear to act selectively or
arbitrarily, without hearing or prior notice, and in a manner that is contrary to law or influenced by political or
commercial considerations. Moreover, the government also has the power in certain circumstances, by regulation
or government act, to interfere with the performance of, nullify or terminate contracts. Unlawful, selective or
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arbitrary governmental actions have reportedly included denial or withdrawal of licenses, sudden and unexpected
tax audits, criminal prosecutions and civil actions. Federal and local government entities also appear to have used
common defects in matters surrounding share issuances and registration as pretexts for court claims and other
demands to invalidate the issuances or registrations or to void transactions, seemingly for political purposes.
Standard & Poors has expressed concerns that “Russian companies and their investors can be subjected to
government pressure through selective implementation of regulations and legislation that is either politically
motivated or triggered by competing business groups”. In this environment, our competitors could receive
preferential treatment from the government, potentially giving them a competitive advantage. Unlawful, selective
or arbitrary governmental action, if directed at our operations in Russia, could lead to our business, financial
condition, results of operations or the trading price of the GDRs being materially adversely affected.

Shareholder liability under Russian legislation could cause us to become liable for the obligations of our
Russian subsidiaries. Qur past transactions and those of our Russian subsidiaries could be challenged
under mandatory provisions of Russian law, negatively affecting our business, financial conditions and
results of operations.

The Russian Civil Code, the Federal Law “On Joint Stock Companies” and the Federal Law “On Limited
Liability Companies” generally provide that shareholders in a Russian joint stock company or members of a
limited liability company are not liable for the obligations of the company and bear only the risk of loss of their
investment. This may not be the case, however, when one person (an “effective parent”) is capable of
determining decisions made by another (an “effective subsidiary”). The effective parent bears joint and several
responsibility for transactions concluded by the effective subsidiary in carrying out these decisions if:

» this decision-making capability is provided for in the charter of the effective subsidiary or in a contract
between the companies; and

» the effective parent gives obligatory directions to the effective subsidiary.

In addition, an effective parent is secondarily liable for an effective subsidiary’s debts if an effective
subsidiary becomes insolvent or bankrupt as a result of the action or inaction of an effective parent. This is the
case no matter how the effective parent’s capability to determine decisions of the effective subsidiary arises. For
example, this liability could arise through ownership of voting securities or by contract. In these instances, other
shareholders of the effective subsidiary may claim compensation for the effective subsidiary’s losses from the
effective parent that caused the effective subsidiary to act or fail to act, knowing that such action or inaction
would result in losses. Until very recently, there were no decisions of the Russian courts based on this provision
of the law. However, on January 26, 2006, Arbitrazh Court of the Moscow region, reviewing the case on appeal,
adopted a decision where it imposed liability on the shareholders of the bankrupt subsidiary. Accordingly, in our
position as an effective parent, we could be liable in some cases for the debts of our effective subsidiaries in
Russia.

We have taken a variety of actions in Russia involving the establishment of new business organizations,
share issuances, share acquisitions and disposals, so-called “major transactions” and “interested party
transactions” and other transactions that, if successfully challenged on the basis of non-compliance with
applicable legal requirements by competent state authorities, counterparties in such transactions or other
interested parties, could result in the invalidation of such transactions or the imposition of other liabilities.
Applicable provisions of Russian law are subject to many different interpretations and there can be no assurance
that we would be able to successfully defend any challenge brought against such transactions. The invalidation of
any such transactions or imposition of any such liability may, individually or in the aggregate, result in our
business, financial conditions or results of operations being materially adversely affected.

Appraisal rights provisions of Russian law may impose additional costs on us.

Under Russian law, shareholders of a Russian joint stock company that vote against or abstain from voting
on some decisions have “appraisal rights”, or the right to sell their shares to such company at market value. The
decisions that trigger this right to sell shares include:

* areorganization of the joint stock company;

* the approval by shareholders of a “major transaction”, in the event that a Russian joint stock company’s
board of directors is unable to reach a unanimous decision to approve the transaction and regardless of
whether the transaction is actually consummated. A “major transaction” is one whose value comprises
over 25% of the assets of the joint stock company, calculated in accordance with Russian Accounting
Standards (“RAS”); and
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* the amendment of the joint stock company’s charter in a manner that limits shareholder rights.

A joint stock company’s obligation to purchase shares in these circumstances is limited to 10% of its net
assets, calculated according to RAS at the time the decision is taken. The application of these appraisal rights to
our subsidiaries in which we do not currently own 100% or to any Russian joint stock company that we may
acquire less than 100% of in the future, could have a material adverse effect on our cash flows and our ability to
service our indebtedness.

The taxation and customs system in Russia is subject to changes and inconsistencies.

The discussion below provides general information regarding Russian taxes and customs duties and is not
intended to be inclusive of all issues. Investors should seek advice from their own advisors as to these tax and
customs matters before investing in the GDRs.

Historically, the system of tax collection in Russia was relatively ineffective, resulting in the continual
imposition of new taxes in an attempt to raise state revenues. The primary current body of tax law, the Russian
Federation Tax Code and the Russian Federation Customs Code (together the “Codes”), have been in force for a
relatively short period of time (compared to tax and customs laws in more developed market economies), and the
Russian government’s implementation and application of these tax and customs laws is often unclear or
inconsistent. While the advent of the Codes has improved the situation somewhat, there can be no assurance that
the Codes will not be changed in the future in a manner adverse to the stability and predictability of the tax and
customs systems. These factors, plus the potential for state budget deficits, raise the risk of a sudden imposition
of additional taxes and custom duties which could adversely affect us.

Generally, taxes and duties payable by Russian companies are substantial and numerous. These taxes and
duties include, among others, income taxes, value-added tax (“VAT”), excise taxes, custom duties on importation
of goods and services, social and pension contributions, property tax and other taxes.

Russian tax and customs laws and regulations are subject to frequent change, varying interpretation and
inconsistent enforcement. In some instances, despite the potential for challenge on constitutionality grounds,
Russian tax and customs authorities apply changes to the laws retroactively, issue claims for periods which,
under the statute of limitations, have expired and review the same periods on multiple occasions. In addition to
the usual tax and customs burden imposed on Russian companies, these conditions complicate tax planning and
related business decisions. In addition, tax laws are unclear with respect to deductibility of certain expenses.

Accordingly, few clear precedents with regard to the interpretation of these laws have been established.
Often, differing opinions regarding interpretation of the laws exist both between companies subject to such taxes
and customs duties and within Russian government ministries and organizations, such as the former Ministry of
Taxes and Duties (the functions of which have since March 2004 been divided between the Federal Tax Service
and the Ministry of Finance) and the former State Customs Committee (the functions of which have since March
2004 been transferred to the Federal Customs Service) and their various inspectorates, creating uncertainties and
areas of conflict.

Generally, tax declarations remain open and subject to inspection by tax authorities for a period of three
years following the relevant tax year. The fact that a year has been reviewed by tax authorities does not preclude
the tax authorities from carrying out further review of that year, or any tax declaration applicable to that year,
during the three-year period. In addition, on July 14, 2005 the Russian Constitutional Court issued a decision that
allows the statute of limitations for tax liabilities to be extended beyond the three-year term set forth in the tax
laws if a court determines that the taxpayer has obstructed or hindered a tax inspection. Because none of the
relevant terms are defined, the tax authorities may have broad discretion to argue that a taxpayer has “obstructed
or hindered” an inspection and ultimately seek penalties beyond the three-year term.

This uncertainty could expose our Russian subsidiaries to significant unanticipated taxes, fines and penalties
and enforcement measures despite our best efforts at compliance, which could result in a greater than expected
tax burden.

Moreover, transfer-pricing legislation became effective in Russia on January 1, 1999. This legislation allows
the tax authorities to make transfer pricing adjustments and impose additional tax liabilities in respect of all
controlled transactions, provided that the transaction price differs from the market price by more than 20%.
Controlled transactions include transactions with related parties, barter transactions, external trade transactions
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and transactions with unrelated parties with significant price fluctuations (if the price in respect of the relevant
transaction differs from the prices on similar transactions conducted within a short period of time by more than
20%). There has been no formal guidance (although some court practice is available) as to how these rules will
be applied. If the tax authorities impose significant additional tax liabilities on our Russian subsidiaries as a
result of transfer pricing adjustments, it could have a material adverse effect on our business, financial condition,
results of operations or prospects.

We and our non-Russian subsidiaries are generally considered to be non-residents of Russia for tax
purposes. Though we believe that we conduct our operations in accordance with applicable requirements, there
can be no assurance that Russian tax authorities will not deem that we or any of our non-Russian subsidiaries
have a permanent establishment in Russia as a result of activities of our or our subsidiaries or the exercise of
management and control from within Russia. There are instances where foreign companies that perform holding
or finance functions and are managed and controlled from Russia have been challenged by Russian tax
authorities as having a permanent establishment in Russia. Such a challenge to our operations could result in us
or one or more of our non-Russian subsidiaries being subject to Russian profits tax computed under Russian tax
principles and Russian income tax withholding being assessed on interest and certain other payments made from
such companies.

The foregoing conditions create tax and customs risks in Russia that are more significant than typically
found in countries with more developed tax systems, imposing additional burdens and costs on our operations,
including management resources. There can be no assurance that current taxes and customs duties will not be
increased or that additional sources of revenue or income, or other activities, will not be subject to new taxes,
charges or similar fees in the future. In addition to our regular tax and customs burden, these risks and
uncertainties complicate our tax and customs planning and related business decisions, potentially exposing us to
significant fines and penalties and enforcement measures despite our best efforts at compliance, and our business,
financial conditions, results of operations or the trading price of the GDRs could be materially adversely affected.

We could face large and perhaps arbitrary tax claims.

Since 2003, the Russian Ministry for Taxes and Levies (now succeeded by the Federal Tax Service) has
aggressively reviewed certain Russian companies’ use of tax optimization schemes, and press reports have
speculated that these enforcement actions have been selective and politically motivated. For example, the Federal
Tax Service determined that Yukos owes over US$28.0 billion in back taxes and related penalties, and, in
December 2004, Yukos’ major production subsidiary, Yuganskneftegaz, was auctioned in partial settlement of
these obligations. In addition, the press has reported significant claims for back taxes and related penalties
against other oil companies including TNK-BP, telecommunications companies, including OJSC Vimpelcom,
and other major companies.

In March 2005, President Putin announced that the government was considering plans to reform the system
of tax collection and administration. However, in April 2005, the back tax claim against TNK-BP for 2001 was
increased by RUR 22 billion, bringing the total claim against TNK-BP for 2001 to RUR 26 billion, and Sibneft,
another oil company, received a back tax claim for RUR 21 billion. As a result of further audits of TNK-BP’s
operations in 2002 and 2003, the Federal Tax Service filed a claim against TNK-BP for payment of
approximately US$1.8 billion, comprised of back taxes for such years and related penalties. As a result, TNK-BP
has reportedly paid approximately US$1.5 billion in settlement of the back taxes and related penalties for 2002
and 2003. The Federal Tax Service could become more aggressive in respect of future tax audits, which may
have a material adverse effect on our business, financial condition, results of operations or the trading price of the
GDRs could be materially adversely affected.

Our subsidiaries could be forced into liquidation on the basis of technical non-compliance with certain
requirements of Russian law, which could materially adversely affect our business, financial condition or
results of operations.

Certain provisions of Russian law may allow a court to order liquidation of a Russian legal entity on the
basis of its technical non-compliance with certain requirements during formation, reorganization or during its
operation. There have been cases in the past in which technical deficiencies in the establishment process of a
Russian legal entity or non-compliance with provisions of Russian law have been used by Russian courts as a
basis for liquidation of a legal entity. For example, in Russian corporate law, negative net assets calculated on the
basis of Russian accounting standards as at the end of the second or any subsequent year of a company’s
operation, can serve as a basis for a court to order the liquidation of the company, upon a claim by governmental
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authorities. Many Russian companies have negative net assets due to very low historical asset values reflected on
their Russian accounting standards balance sheets. However, their solvency, i.e., their ability to pay debts as they
fall due, is not otherwise adversely affected by such negative net assets. Our subsidiary, Alliance, has in the past
had negative net assets. If involuntary liquidation were to occur, then we would be forced to reorganize the
operations we currently conduct through the affected subsidiaries. Any such liquidation could lead to additional
costs, which could materially adversely affect our business, financial condition or results of operations.

In the event that deficiencies or ambiguities in Russian legislation are successfully exploited to challenge
our ownership of our subsidiaries, we could lose our ownership interest.

Under Russian law, transfers of shares and other ownership interests may be invalidated on various grounds,
including, among others, that a transferor does not have the right to dispose of such shares or interests or that the
transfer violates rules governing interested-party or other transactions. As a result, actual or alleged defects in
prior transfers of interests in our subsidiaries could affect our title to such interests. In the event that any
transactions underlying the ownership of our subsidiaries are successfully challenged, we could lose all or part of
our ownership interest in these companies, which would materially adversely affect our business, financial
condition and results of operations.

Although no actions seeking to invalidate our subsidiaries’ corporate status, alleging non-compliance with
applicable laws and regulations relating to the formation of our subsidiaries or challenging subsequent share
transfers in our subsidiaries have been brought, we cannot guarantee that such actions will not be brought in the
future. Furthermore, notwithstanding the fact that the statute of limitations for challenging transactions under
current Russian legislation is three years, there can be no assurance that a longer statute of limitations will not be
retroactively implemented.

We may be adversely affected if our ownership structure is challenged on the grounds of violation of
certain formal requirements of Russian corporate legislation.

A number of our operating subsidiaries are 100% owned by us indirectly through other wholly-owned
subsidiaries. Such ownership structure may be seen as violating certain formal requirements of Russian corporate
legislation, such as on the basis that a company may not have an entity owned by one person as its sole
shareholder. In the event of a successful challenge of this ownership structure, some of our operating subsidiaries
may be subsequently liquidated and, as a result, our business, financial condition and results of operations may
be adversely affected.

Risks Related to this Offering

Because there has been no prior active public trading market for the GDRs, the Offering may not result in
an active or liquid trading market for the GDRs, and their price may be highly volatile.

Before the Offering, there has been no public trading market for the GDRs or for our shares. Although the
GDRs will be admitted to trading on the London Stock Exchange, an active, liquid trading market may not
develop or be sustained after this Offering. Active, liquid trading markets generally result in lower price volatility
and more efficient execution of buy and sell orders for investors. If an actual liquid trading market for the GDRs
does not develop, the trading price of the GDRs may be more volatile and it may be difficult to complete a buy or
sell order for the GDRs.

The trading prices of the GDRs may be subject to wide fluctuations in response to many factors that are
unrelated to us or our performance, including, among others:
e variations in national and industry growth rates;

e actual or anticipated announcements of technical innovations or new products or services by us or our
competitors;

* changes in governmental legislation or regulation;

» general economic conditions within our business sector or in Russia and the other emerging markets in
which we operate; and

e extreme price and volume fluctuations on the Russian or other emerging market stock exchanges of
Russia and the other emerging markets in which we operate.

In addition, the trading price of the GDRs may decline below the Offer Price, which will be determined by
the results of the book-building exercise being conducted by the Managers.
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The Shares underlying the GDRs are not listed and may be illiquid.

Unlike many other GDRs traded on the London Stock Exchange, the Shares underlying the GDRs are
neither listed nor traded on any stock exchange, and we do not intend to apply for the listing or admission to
trading of the Shares on any stock exchange. As a result, a withdrawal of Shares by a holder of GDRs, whether
by election or due to certain events described under “Terms and Conditions of the Global Depositary Receipts”,
will result in that holder obtaining securities that are significantly less liquid than the GDRs and the price of
those Shares may be discounted as a result of such withdrawal.

Holders of GDRs may face difficulties in protecting their interests because we are incorporated under
Cayman Islands law.

Our corporate affairs will be governed by our amended and restated memorandum of association (the
“Memorandum of Association”), the amended and restated articles of association (the “Articles of Association”)
and by the Companies Law (2004 Revision) (the “Companies Law”) and the common law of the Cayman Islands.
The rights of our shareholders and the fiduciary responsibilities of our directors under Cayman Islands law are
not as clearly established as under statutes or judicial precedent in existence in many onshore jurisdictions.
Therefore, you may have more difficulty in protecting your interests in the face of actions by our management,
directors or controlling shareholders than would shareholders of a corporation incorporated in an onshore
jurisdiction due to the comparatively less developed nature of Cayman Islands law in this area.

Cayman Islands law does not specifically provide for shareholder appraisal rights on a merger or
consolidation of a company. This may make it more difficult for you to assess the value of any consideration you
may receive in a merger or consolidation or to require that the offeror give you additional consideration if you
believe the consideration offered is insufficient.

Shareholders of Cayman Islands exempted companies such as us have no general rights under Cayman
Islands law to inspect corporate records and accounts or to obtain copies of lists of shareholders of the company.
Our directors have discretion under our Articles of Association to determine whether or not, and under what
conditions, its corporate records may be inspected by the shareholders, but are not obliged to make them
available to the shareholders. This may make it more difficult for you to obtain the information needed to
establish any facts necessary for a shareholder motion or to solicit proxies from other shareholders in connection
with a proxy contest.

Subject to limited exceptions, under Cayman Islands law, a minority shareholder may not bring a derivative
action against the board of directors. Our Cayman Islands counsel is not aware of any reported class action or
derivative action having been brought in a Cayman Islands court.

Provisions of our articles of association and Cayman Islands corporate law may discourage a takeover,
which could adversely affect the trading price of the GDRs.

Our Articles of Association permit our Board of Directors to issue preferred shares from time to time, with
such rights and preferences as they consider appropriate. Our Board of Directors could authorize the issuance of
preferred shares with terms and conditions and under circumstances that could have the effect of discouraging a
takeover or other transaction.

Cayman Islands law does not provide for mergers as that expression is understood in many onshore
jurisdictions. While Cayman Islands law does have statutory provisions that provide for the reconstruction and
amalgamation of companies, the procedural and legal requirements necessary to consummate these transactions
are more rigorous and take longer to complete than the procedures typically required to consummate a merger
onshore. Under Cayman Islands law and practice, an amalgamation must be approved by a majority of each class
of a company’s shareholders, who must also represent 75% of the total value of such class. The amalgamation
must also be approved by a majority of each class of the company’s creditors, who must also represent at least
75% of the total value of such class of creditors. These shareholder and creditor votes must be held at a meeting
or meetings convened for that purpose. The convening of these meetings and the terms of the amalgamation must
also be sanctioned by the Grand Court of the Cayman Islands. If a dissenting shareholder challenges the
amalgamation, the court will only approve it if it is satisfied that:

» the statutory provisions as to majority vote have been complied with;

» the shareholders have been fairly represented at the meeting in question;
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* the arrangement is such as a businessman would reasonably approve; and

e the arrangement is not one that would more properly be sanctioned under some other provision of the
Companies Law.

Our ability to pay dividends depends primarily upon receipt of sufficient funds from our subsidiaries.

Because we are a holding company, our ability to pay dividends depends primarily upon receipt of sufficient
funds from our subsidiaries. Furthermore, the payment of dividends by our subsidiaries and/or our ability to
repatriate such dividends may, in certain instances, be subject to statutory restrictions, retained earnings criteria,
and covenants in our subsidiaries’ financing arrangements and are contingent upon the earnings and cash flow of
those subsidiaries. In some companies, including some in which we do not own 100% of the shares, preferred
shareholders have rights to dividends that take precedence over ours. The inability on the part of some of our
subsidiaries to pay dividends would negatively affect the amount of funds available to us to pay dividends. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”.

You may have limited recourse against us and members of our directors and senior management because
we generally conduct our operations outside of the United Kingdom and certain of our directors and all of
our senior managers reside outside of the United Kingdom.

Our presence outside of the United Kingdom may limit your legal recourse against us. We are a company
incorporated in the Cayman Islands. All our assets are located outside of the United Kingdom and the Cayman
Islands and are located principally in the Russian Federation. In addition, all but two of our directors and senior
managers reside or are located outside of the United Kingdom. As a result, you may not be able to effect service
of process within the United Kingdom upon us or our directors and senior managers, or to enforce judgments
obtained against us or our directors and senior managers in foreign jurisdictions. In addition, it may be difficult
for you to enforce, in original actions brought in courts in jurisdictions outside the United Kingdom, liabilities
predicated on UK securities laws.

Voting rights with respect to our shares, including the shares represented by the GDRs, are limited by the
terms of certain provisions of our Articles of Association.

Under our Articles of Association, the voting power of all shares is automatically adjusted so that any
individual US Person (as such term is defined in Section 957(c) of the United States Internal Revenue Code of
1986 as amended from time to time) which acquires control of more than 9.5% of the voting power of all our
issued and outstanding shares will be disenfranchised as regards voting rights by which the voting power
attributable to such holding exceeds 9.5% of the voting power of all our issued and outstanding Shares. This
disenfranchisement is in respect of voting rights only and is without prejudice to a shareholder’s other rights
under the Articles of Association. This restriction on voting rights does not apply to John B. Fitzgibbons, the
chairman of our Board of Directors. See “Description of Share Capital and Corporate Structure” and
“Management—Interests of Members of Board of Directors and Management in the Company”.

In addition, (i) Shares will not carry any right to vote, and (ii) the Board of Directors may decline to approve
or register any transfer of Shares or require the repurchase of Shares, to the extent that the Board of Directors
determines, in its sole and absolute discretion, that it is necessary in order to avoid adverse tax, legal or
regulatory consequences to us.

Voting rights with respect to the Shares represented by the GDRs are limited by the terms of the Deposit
Agreement and by applicable provisions of Cayman Islands law.

Voting rights with respect to the Shares represented by the GDRs are limited by the terms of the Deposit
Agreement and relevant requirements of our Articles of Association and Cayman Islands law.

GDR holders will have no direct voting rights with respect to the Shares represented by the GDRs. They
will be able to exercise voting rights with respect to the Shares represented by GDRs only in accordance with the
provisions of the Deposit Agreement relating to the GDRs and relevant requirements of our Articles of
Association and Cayman Islands law. There are, therefore, practical limitations upon the ability of GDR holders
to exercise their voting rights due to the additional procedural steps involved in communicating with them.

For example, our Articles of Association require us to notify shareholders at least ten days in advance of any
meeting. Shareholders will receive notice of general meetings directly from us and will be able to exercise their
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voting rights either by attending the meeting in person or by voting by proxy. GDR holders, in comparison, will
not receive notice directly from us. Rather, in accordance with the Deposit Agreement, we will provide that
notice to the Depositary. The Depositary has undertaken, in turn, as soon as reasonably practicable thereafter, if
requested by us in writing in a timely manner and at our expense, and provided there are no English or Cayman
Islands legal prohibitions (including, without limitation, the listing rules and the prospectus rules of the UK
Financial Services Authority and the admission and disclosure standards of the London Stock Exchange), to
distribute to GDR holders notice of the meeting, copies of voting materials (if and as received by the Depositary
from us) and a statement as to the manner in which instructions may be given by GDR holders. To exercise their
voting rights, GDR holders must then instruct the Depositary how to vote the Shares represented by the GDRs
they hold. Due to this additional procedural step involving the Depositary, the process for exercising voting
rights may take longer for GDR holders than for Shareholders. GDRs for which the Depositary does not receive
timely voting instructions will not be voted. In addition, GDR holders may not exercise voting rights in respect of
fractional entitlements.

There can be no assurance that holders and beneficial owners of GDRs will (i) receive sufficient notice of
general meetings to enable the timely return of voting instructions to the Depositary, (ii) receive notice to enable
the timely cancellation of GDRs in respect of shareholder actions (as discussed below) or (iii) be given the
benefit of dissenting or minority shareholders’ rights in respect of an event or action where the holder or
beneficial owner has voted against any proposed resolution, abstained from voting or not given voting
instructions. See “Terms and Conditions of the Global Depositary Receipts” for a description of the voting rights
of GDR holders.

Moreover, GDR holders will not be able to instruct the Depositary to introduce proposals for the agenda of
general meetings, request that a general meeting be called, nominate candidates for our Board of Directors or
otherwise exercise the rights of minority Shareholders arising under our Articles of Association or applicable
provisions of Cayman Islands law. If GDR holders wish to take such actions, they must request in a timely
manner that their GDRs be cancelled and take delivery of the underlying Shares and thus become the owner of
the Shares on our share register.

GDRs for which the Depositary receives no specific voting instructions from the holders thereof will not be
voted.

Future sales of our shares could adversely affect the trading price of the GDRs.

Sales of a substantial number of our shares in the market after this Offering or the possibility that these sales
may occur, could significantly affect the market price for our GDRs. These sales, or the possibility that these
sales may occur, could also make it more difficult for us to sell our shares or other equity securities in the future.

Investors in this Offering will experience immediate and substantial dilution.

Investors purchasing our Shares in the form of GDRs in this Offering will incur immediate and substantial
dilution in net tangible book value per share as a result of the exercise of warrants and the automatic conversion
of our preferred shares. To the extent that outstanding options or other securities to acquire our Class A common
shares are exercised, further dilution will occur. See “Dilution”.
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The Company .....................

The Offering ......................

Over-Allotment.Option. .. ............

Offer Price

The GDRs

The Shares

Depositary

THE OFFERING
Integra Group, a Cayman Islands exempted limited liability company.

The Offering comprises an offer of 1,994,266 Shares in the Company
in the form of 39,885,320 GDRs (excluding the Over-Allotment
Option). This is comprised of an offer by the Company of 1,492,537
Shares in the form of 29,850,740 GDRs and an offer by certain non-
management shareholders of the Company (the “Selling Shareholders™)
of a total of 501,729 Shares in the form of 10,034,580 GDRs. The
GDRs are being offered outside the Russian Federation and the United
States in reliance on Regulation S.

The Company has granted an Over-Allotment Option to the
Stabilizing Manager, exercisable during the Stabilization Period, to
purchase in the aggregate up to 299,139 additional Shares in the form
of up to 5,982,780 GDRs solely to cover over-allotments, if any, in
the Offering.

US$16.75 per GDR, implying a price per Share of US$335.00.

20 GDRs will represent one Share. The GDRs will be issued and
delivered by the Depositary pursuant to the Deposit Agreement. The
GDRs will be evidenced by the Master GDR. See “Summary of
Provisions Relating to the GDRs while in Master Form”. GDRs
representing 1,994,266 Shares will initially be created for the
purposes of the Offering. Pursuant to the Deposit Agreement, the
Shares represented by the GDRs will be registered in the name of the
Depositary for the further benefit of the holders and beneficial owners
of the GDRs.

Except in the limited circumstances described herein, definitive GDR
certificates will not be issued to holders in exchange for interests in
the GDRs represented by the Master GDR. See “Terms and
Conditions of the Global Depositary Receipts”.

Our authorized share capital is US$100,000, consisting of
(1) 900,000,000 common shares with a nominal value of US$0.0001
per share and (ii) 100,000,000 preferred shares with a nominal
value of US$0.0001 per share. On the Closing Date, assuming
(i) completion of the Offering and exercise of the Over-Allotment
Option in full, (ii) exercise on a cashless basis on or prior to the
Closing Date of the 12,400 warrants issued in connection with our
18% Senior Notes, and (iii) exercise in full by warrantholders on or
prior to the Closing Date of the 90,000 warrants issued in connection
with the September 2005 Facility Agreement, our issued and
outstanding share capital will consist of 6,732,817 common shares
(being comprised of 5,792,817 Class A common shares and 940,000
Class B common shares), all of which are fully paid. The Shares are
subject to applicable provisions of Cayman Islands law and regulation
and our Memorandum of Association and Articles of Association, and
have the rights described under “Description of Share Capital and
Corporate Structure”. The issued share capital described above does
not include 1,144,421 issued share options, of which 321,040 have
vested to date. If such share options were included, our issued or fully
diluted share capital would consist of 7,877,238 Class A Common
shares.

JPMorgan Chase Bank, N.A.
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Voting Rights .

Dividends ....

Taxation . . ....

Use of Proceeds

Each of the Company, Directors, members of our senior management
and certain of our other shareholders who enter into lock-up
agreements may not, for a period commencing on the date of the
Underwriting Agreement and ending 180 days after the Closing Date
(i) issue, offer, sell, transfer, contract to sell, pledge, charge, grant
options over or otherwise dispose of (or publicly announce any of the
foregoing), directly or indirectly, any Shares, GDRs or certain other
securities whose value is derivative of the Shares or GDRs (in each
case, which are legally or beneficially owned or otherwise held or
controlled by them), or (ii) enter into transactions with a similar effect
to any of the foregoing, subject to certain exceptions or without the
prior written consent of the Joint Bookrunners. One of the exceptions
to the Company’s lock-up is that the Company may issue Shares or
GDRs during the 180 day lock-up period, without the consent of the
Joint Bookrunners, in connection with the acquisition of a company
or business to the vendor of such company or business, provided that
such issues of Shares or GDRs do not exceed in the aggregate 20% of
the fully diluted share capital of the Company immediately following
the Offering and provided further that the recipient of such Shares or
GDRs agrees to enter into a lock-up agreement on the same terms for
the remainder of the 180 day lock-up period.

The Deposit Agreement does not allow for the voting of fractional
entitlements. Since each Share is represented by 20 GDRs, holders of
GDRs will need 20 GDRs to be entitled to one vote. The Depositary
will endeavor to exercise on behalf of holders of GDRs, at any
meeting of holders of the Shares of which the Depositary receives
timely notice, the voting rights relating to the Shares underlying the
GDRs in accordance with instructions it receives from holders of
GDRs. The Company will notify the Depositary of any resolution to
be proposed at any general meeting of the Company. See “Terms and
Conditions of the Global Depositary Receipts—The Global
Depositary Receipts—Voting Rights”.

Holders of Shares, including the Depositary, will be entitled to
receive amounts (if any) paid by us as dividends on the Shares. See
“Dividend Policy”.

For a discussion of certain United Kingdom and Cayman Islands tax
consequences of purchasing and holding the GDRs, see “Material Tax
Considerations”.

After deduction of underwriting commission, fees and expenses
relating to the Offering, the net proceeds of the Offering received by
the Company will be US$460 million (assuming no exercise of the
Over-Allotment Option). If the Over-Allotment Option is exercised in
full, the net proceeds of the Offering received by the Company will be
US$557 million. We intend to use our net proceeds to:

e repay the bridge loans received from Renaissance Securities
Trading Limited, an affiliate of one of the Managers, Renaissance
Capital, in the amount of US$95.4 million (including principal,
accrued interest and an exit fee agreed in connection with the
restructuring of one of the bridge loans);

e repay the bridge loan received from OJSC “Alfa-Bank” in the
amount of US$50.7 million (including principal and accrued
interest);

e in the event that the lenders exercise their option to seek
repayment following a listing, repay up to US$45 million in
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Listing and Trading . ................

Payment and Settlement .............

Risk Factors

principal amount of the September 2005 Facility Agreement,
together with capitalized and accrued interest of up to US$10.7
million;

e repay the loan from KB Aljba-Alliance in the amount of US$16.7
million (including principal and accrued interest); and

e pay the promissory note issued in connection with our acquisition
of Azimuth in the amount of US$20.7 million.

We intend to use any remaining funds to (i) repay certain of our other
existing financial indebtedness, (ii) fund acquisitions, and (iii) make
capital expenditures. See “Use of Proceeds”.

After deduction of underwriting commission, the Selling
Shareholders will receive net proceeds from the Offering of US$162
million.

We have applied (i) to the Financial Services Authority for a block
listing of up to 157,544,760 GDRs, consisting of 39,885,320 GDRs to
be issued on the Closing Date, up to 5,982,780 additional GDRs to be
issued pursuant to the Over-Allotment Option, if exercised, and the
remainder to be issued from time to time in each case against the
deposit of Shares with JPMorgan Chase Bank, N.A., as Depositary, to
be admitted to the Official List and (ii) to the London Stock Exchange
for such GDRs to be admitted to trading on the London Stock
Exchange’s market for listed securities through its IOB. Prior to the
Closing Date, there has not been any public market for the Shares or
the GDRs. It is expected that conditional trading of the GDRs on the
London Stock Exchange through the IOB will commence on a “when
and if issued” basis on or about the pricing date and unconditional
trading through the IOB will commence on or about the Closing Date.
The Shares have not been, and are not expected to be, listed on
any stock exchange.

The Depositary has applied to have the GDRs accepted for clearance
through the book-entry settlement systems of Euroclear and Clearstream.
Payment for, and delivery of, the GDRs will be made on or about the
Closing Date through the facilities of Euroclear and Clearstream. The
Master GDR will be registered in the name of, and deposited with, BNP
Paribas Securities Services, Luxembourg Branch, as common depositary
for Euroclear and Clearstream. Euroclear and Clearstream are expected to
accept the GDRs for settlement in their respective book-entry settlement
systems. Except in limited circumstances described herein, investors may
hold beneficial interests in the GDRs evidenced by the corresponding
Master GDR only through Euroclear or Clearstream, as applicable. The
security identification numbers of GDRs offered hereby are as follows:

GDR ISIN: US45822B2051
GDR Common Code: 028661835
GDR CUSIP Number: 45822B205
GDR SEDOL.: BIR14X3

London Stock Exchange GDR trading symbol: INTE

An investment in the GDRs involves a high degree of risk.
Prospective investors should consider carefully the risks described
under “Risk Factors”.
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USE OF PROCEEDS

After deduction of underwriting commission, fees and expenses relating to the Offering, we will receive net
proceeds from the Offering of US$460 million (assuming no exercise of the Over-Allotment Option). If the
Over-Allotment Option is exercised in full, we will receive net proceeds from the Offering of US$557 million.

We intend to use our net proceeds to:

repay the bridge loans received from Renaissance Securities Trading Limited, an affiliate of
Renaissance Capital, one of the Managers, in the amount of US$95.4 million (including principal,
accrued interest and an exit fee agreed in connection with the restructuring of one of the bridge loans);

repay the bridge loan received from OJSC “Alfa-Bank” in the amount of US$50.7 million (including
principal and accrued interest);

in the event that the lenders exercise their option to seek repayment following a listing, repay up to
US$45 million in principal amount of the September 2005 Facility Agreement, together with capitalized
and accrued interest of up to US$10.7 million;

repay the loan from KB Aljba-Alliance in the amount of US$16.7 million (including principal and
accrued interest); and

pay the promissory note issued in connection with our acquisition of Azimuth in the amount of US$20.7
million.

We intend to use any remaining funds to (i) repay certain of our other existing financial indebtedness, (ii)
fund acquisitions, and (iii) make capital expenditures.

After deduction of underwriting commission, the Selling Shareholders will receive net proceeds from the
Offering of US$162 million.
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DILUTION

Dilution is the amount by which the Offer Price will exceed the net tangible book value per Class A
common share after this Offering. The net tangible book value per Class A common share is equal to the amount
of our total tangible assets (total assets less intangible assets) less total liabilities and minority interest, divided by
the number of our Class A common shares outstanding. Our net tangible book value at September 30, 2006 was
negative US$116.9 million, or negative US$61.67 per Class A common share. On the basis of the assumptions
set out below, after giving effect to the issuance of the Shares in this Offering and after deducting estimated
underwriting discounts and commissions and estimated offering expenses, our fully diluted pro forma net
tangible book value immediately following this Offering as of September 30, 2006 would have been
US$483.9 million, or US$65.22 per Class A common share. This represents an immediate increase in net
tangible book value of US$126.88 per Class A common share to existing shareholders and an immediate dilution
in fully diluted net tangible book value of US$269.78 per Class A common share to new investors.

The following table illustrates this per share dilution:

Offer Price per Class A common share . ............ ...ttt US$335.00
Net tangible book value per Class A common share before this Offering ...................... US$(61.67)
Increase per Class A common share attributable to this Offering . .............. ... .. .. .... 181.00

Decrease per Class A common share attributable to exercise of warrants, conversion of preferred
shares, conversion of Class B shares and exercise of all stock options, unless the effect of
exercising such options would be antidilutive to fully diluted net tangible book value per Class A

common share after this offering. . ......... ... . . e 54.11)
Pro forma net tangible book value per Class A common share immediately after this Offering . . . .. US$65.22
Dilution per Class A common share to NeW INVESIOTS . . . ..ottt t e US$269.78

The table and calculations above assume that:

(1) the Over-Allotment Option is exercised in full;

(i) each issued and outstanding Class B common share has been exchanged for an equal number of
Class A common shares (although such exchange will not occur on Admission);

(iii) each issued and outstanding preferred share has been exchanged for an equal number of Class A
common shares (which exchange will occur automatically on Admission);

(iv) the 12,400 outstanding warrants issued in connection with our 18% Senior Notes have been exercised
on a cashless basis for an aggregate of 97,164 Class A common shares;

(v) the 90,000 warrants issued in connection with the September 2005 Facility Agreement have been
exercised for an aggregate of 62,687 Class A common shares; and

(vi) each option granted (including options granted after September 30, 2006), whether vested or not, has
been exercised for an equal number of Class A common shares, unless the effect of exercising such
options would be anti-dilutive to fully diluted net tangible book value per Class A common share after
this offering.

Had the calculations above assumed the exercise of all options granted, including those that would be anti-
dilutive, pro forma net tangible book value per Class A common share immediately following this Offering
would have been US$72.04.

Assuming that the above adjustments are made, our issued share capital as of September 30, 2006 would
have consisted of 7,420,287 Class A common shares (assuming anti-dilutive options, whether granted or not, had
not been exercised) or 7,877,238 Class A common shares (assuming anti-dilutive options, whether granted or not,
had been exercised).
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DIVIDEND POLICY

As a holding company, the level of our income and our ability to pay dividends depend primarily upon the
receipt of dividends and distributions from our subsidiaries. The payment of dividends by our subsidiaries is
contingent upon the sufficiency of their earnings, cash flows and distributable reserves and the ability of our
subsidiaries to make, in accordance with relevant legislation, company law, exchange controls and contractual
restrictions, dividend payments to us. See “Risk Factors—Risks Related to this Offering—Our ability to pay
dividends depends primarily upon receipt of sufficient funds from our subsidiaries and “—Risks Related to
Financial Matters—Restrictions and covenants in our or our subsidiaries’ credit facility agreements limit our
ability to take certain actions” and “Management’s Discussion and Analysis of Financial Condition and Results
of Operations—Liquidity and Capital Resources”.

We may pay dividends out of profits, which include net earnings and retained earnings from prior years, and
out of share premium reserve. To the extent that we declare and pay dividends, owners of GDRs on the relevant
record date will be entitled to receive dividends payable in respect of Shares underlying the GDRs, subject to the
terms of the Deposit Agreement. Cash dividends may be paid to the Depositary in any currency and, except as
otherwise described under “Terms and Conditions of the Global Depositary Receipts—Conversion of Foreign
Currency”, are converted into US dollars by the Depositary and paid to holders of GDRs net of currency
conversion expenses.

We do not intend to pay any dividends in the near term and expect to reinvest any profit into our business.
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EXCHANGE RATE INFORMATION

The table below sets forth, for the periods and dates indicated, certain information regarding the exchange
rate between the ruble and US dollar and the ruble and euro, based on the official exchange rate quoted by the
Central Bank. The exchange rate is expressed in rubles per US dollar and in rubles per euro. Fluctuations in the
exchange rate between the ruble and US dollar and between the ruble and the euro in the past are not necessarily
indicative of fluctuations that may occur in the future. These rates may also differ from the actual rates used in
the preparation of our consolidated financial statements and other information presented in this Prospectus.

High Low Average
RUR per US$1.00 Exchange Exchange Exchange
Year ended December 31, Rate Rate Rate® Period end
2002 31.86 30.14 31.35 31.78
2003 31.88 29.25 30.69 29.45
2004 29.45 27.75 28.82 27.75
200 29.00 27.46 28.27 28.78
2000 . e 28.48 26.18 27.09 26.33
Month ended
August 31,2000 . ... 26.84 26.67 26.76 26.74
September 30,2006 ... ... ... 26.80 26.64 26.75 26.78
October 31,2000 . ... .ot e 26.97 26.73 26.87 26.75
November 30,2000 . ........ it e 26.78 26.31 26.62 26.31
December 31,2006 . ... ... it 26.39 26.18 26.29 26.33
January 31,2007 . . ..o 26.58 26.45 26.53 26.53
High Low Average
RUR per Euro 1 Exchange Exchange Exchange
Year ended December 31, Rate Rate Rate® Period end
2002 33.11 26.30 29.64 33.11
2003 e e 36.82 32.95 34.66 36.82
2004 37.84 34.12 35.81 37.81
2005 37.84 33.68 35.26 34.19
2000 . 34.88 33.33 34.12 34.70
Month ended,
August 31,2006 .. ... 34.40 34.15 34.27 34.31
September 30,2006 . ... ... 34.34 33.96 34.09 33.98
October 31,2000 . ... it 34.10 33.72 33.89 34.03
November 30,2000 .. ...t 34.68 33.99 34.24 34.68
December 31,2006 . ... ..ottt 34.88 34.57 34.73 34.70
January 31,2007 . . ..o 34.49 34.31 34.39 34.39

(1) The average of the exchange rates on the last business day of each full month for the relevant annual periods, and on each business day
for which the Central Bank quotes the ruble to US dollar and Euro exchange rate for the relevant monthly period.

On February 21, 2007 the exchange rate quoted by the Central Bank between the US dollar and the ruble
was US$1.00 to RUR 26.20 and between the euro and the ruble was Euro 1 to RUR 34.48.

No representation is made that the ruble amounts referred to in this Prospectus could have been or could be
converted into any currency at the above exchange rates, at any other rate or at all. The ruble is generally not
convertible outside Russia. A market exists within Russia for the conversion of rubles into other currencies, but
the limited availability of other currencies may tend to distort their values relative to the ruble.
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CAPITALIZATION

The following table sets forth our cash and cash equivalents and capitalization as of September 30, 2006, on
an actual basis and as adjusted to give effect to the Offering and certain related transactions. You should read the
data set forth below in conjunction with “Use of Proceeds”, “Selected Consolidated Historical Financial
Information”, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
our Consolidated Financial Statements included elsewhere in this Prospectus.

At September 30, 2006
Historical As Adjusted®
(in thousands of US dollars)

Cash and cash equivalents . .......... ... it 67,326 408,535
Short-term debt (including current portion of long-term debt)® .. ... ... ... ... ... 244,860 65,305
Total long-term debt (net of current portion of long-term debt) ................ 217,897 275,700

Shareholder’s equity:
Convertible preferred shares . .......... ... .. i — —
Common shares ......... ... ... i — —

Cumulative translation adjustment .. ............. . . i 6,806 6,806
WAAITANES . . .ttt e e e 116 —
Share premium . ... ..ot 209,316 789,407
Treasury shares at COSt . .. ... v .ttt e e e (1,598) (1,598)
Accumulated deficit ... ... .. ... .. . (6,540) (27,534)

Total @QUILY . . o v vttt 208,100 767,081

Total capitalization . .. ... ... ...ttt 425997 1,042,781

(1) Adjustments:

(a)

(b)

(c)

(d)

(e)

)

Adjusted to give effect to the proceeds from the Offering of US$557 million, net of estimated associated costs and assuming the
Over-Allotment Option is exercised in full.

Adjusted to give effect to the repayment of (i) the bridge loan received from Renaissance Securities Trading Limited, an affiliate of
Renaissance Capital, one of the Managers, in the amount of US$95.4 million (including principal, accrued interest and an exit fee
agreed in connection with the restructuring of one of the bridge loans), (ii) the bridge loan received from OJSC “Alfa-Bank™ in the
amount of US$50.7 million (including principal and accrued interest), (iii) in the event that lenders exercise their option to seek
repayment following a listing, the September 2005 Facility Agreement in the amount of up to US$55.7 (including principal and
interest), and (iv) the loan from KB Aljba-Alliance in the amount of US$16.7 million (including principal and accrued interest). See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources”.

Adjusted to give effect to the payment of the promissory note issued in connection with our acquisition of Azimuth in the amount of
US$20.7 million. See “Material Contracts—Acquisition Agreements”.

Adjusted to give effect to the automatic conversion of our Series A and Series B convertible preferred shares into Class A common
shares. Each preferred share will be automatically converted into an equal number of fully paid Class A common shares upon
Admission. See “Description of Share Capital and Corporate Structure—Preferred Shares”.

Adjusted to give effect to (i) the exercise on a cashless basis of the 12,400 warrants issued in connection with our 18% Senior Notes
for an aggregate of 97,164 Class A common shares, and (ii) the expected exercise of the 90,000 warrants issued in connection with
the September 2005 Facility Agreement for an aggregate of 62,687 Class A common shares and resulting in the Company receiving
on completion of the Offering additional proceeds of US$15.75 million. See “Material Contracts—Agreements in connection with
the Issue of our Securities—Issuance of Warrants in connection with the 18% Senior Notes” and “—Issuance of Warrants in
connection with the September 2005 Facility Agreement”.

Adjusted to give effect to the issuance of our long-term Russian ruble-denominated bonds in a principal amount of US$114.5
million issued in December 2006 and the repayment of $67.2 million and US$37.3 million, respectively, to Alfa-Bank and IMB for
bridge loans obtained in July 2006 and August 2006, respectively.

(2) As required by IFRS, because the waiver with respect to the default under the August 2006 Facility Agreement was received after
December 31, 2006, the full carrying value as of that date of all borrowings containing cross-default provisions will be classified as
current liabilities in our consolidated balance sheet at December 31, 2006.
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SELECTED CONSOLIDATED HISTORICAL FINANCIAL INFORMATION

The selected consolidated historical financial information set forth below (other than Adjusted EBITDA,
Adjusted EBITDA margin, Net Debt, Debt to Equity, and Cost of Acquisitions) as of September 30, 2006 and for
the nine months ended September 30, 2006 and 2005 has been extracted without adjustment from our Unaudited
Condensed Consolidated Interim Financial Information prepared in accordance with IAS 34 included elsewhere
in this Prospectus. In our opinion, the Unaudited Condensed Consolidated Interim Financial Information
includes all adjustments of a normal and recurring nature, which we consider necessary for a fair presentation
of our financial position and the results of operations for such periods. Our results as of and for the nine months
ended September 30, 2006 are not necessarily indicative of the results for the financial year ended December 31,
2006 or for any other period. The selected consolidated financial information set forth below (other than
Adjusted EBITDA, Adjusted EBITDA margin, Net Debt, Debt to Equity, and Cost of Acquisitions) as of and for
the periods ended December 31, 2005 and 2004 has been extracted without adjustment from our Audited
Consolidated Financial Statements prepared in accordance with IFRS and included elsewhere in this
Prospectus.

Our results of operations for the periods presented are significantly affected by acquisitions. Results of
operations of these acquired businesses are included in our consolidated financial statements for the periods
after their respective dates of acquisition. The financial data below should be read in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”, and is qualified in
its entirety by reference to, our Consolidated Financial Statements, our unaudited Condensed Consolidated
Interim Financial Information included elsewhere in this Prospectus.

We have consolidated the operations of acquired companies from their respective dates of acquisition. See
“Unaudited Condensed Pro Forma Financial Information” on page P-1 of this Prospectus.

Selected Income Statement Data

Nine months ended Period ended
September 30, December 31,
2006 2005 2005 2004

(in thousands of US dollars,
except share and per share data)

Sales ... 324,941 41,993 97,921 —
Costofsales ..........ouiiiiinni i (253,736)  (36,083)  (76,688) —
Grossprofit .......... ... ... .. .. ... 71,205 5,910 21,233 —
Selling, general and administrative expenses ............... (62,848)  (10,132)  (23,829) (1,242)
Gain on acquisition and disposals of subsidiaries ............ — 8,931 16,592 7,904
Gain on disposal of Quest .. ......... .. .. .. .. ... ... 225 — — —
Impairment of goodwill . .......... ... ... ... .. .. ... .... — 921) (926) —
Loss on disposal of property, plant and equipment . .. ........ — — (112) —
Operatingprofit . . ....... ... ... . ... ... ... .. .. ..... 8,582 3,788 12,958 6,662
INnterest iNCOME . . . .o e e e e 1,194 152 452 11
INtEIest EXPENSE . o . v v ottt ettt (27,927) (3,025) (7,794) (32)
Exchange gain (10SS) . .......oviiniini i, 8,707 (345) (1,439) —
Share of results of associates, net of incometax ............. 708 1,961 2,056 —
Profit (loss) before taxation ........................... (8,736) 2,531 6,233 6,641
Total inCOMeE taxX EXPenSe . ... .....ovvrenevrenenennnnn.. (6,833) (102) (2,884) —
Profit (loss) for the period ............................ (15,569) 2,429 3,349 6,641
Profit (loss) attributable to:

—MInority interest .. ...........uniriini i, 1,501 (209) (540) —
—Shareholders of Integra Group ...................... (17,070) 2,638 3,889 6,641
Earnings (loss) per share (in US dollars per share)

—BasiC ... (5.28) 1.41 1.81 4.43
—Diluted . ... (5.28) 1.40 1.69 4.43
Weighted average shares outstanding

—BasiC ... 3,232,762 1,875,000 2,146,493 1,500,000
—Diluted . ... 3,232,762 1,878,125 2,297,339 1,500,000



Selected Balance Sheet Data

Sept?nsll()):r 30 As of December 31,
2006 2005 2004
(in thousands of US dollars)
Cash and cash equivalents . ............ . i, 67,326 21,471 730
Other CUIrent asSetS . . .. ...ttt et e e et 271,469 85,162 8,357
Goodwill and other intangible assets ... ........... . i 325,001 34,329 433
Property, plant and equipment . .......... .. ... ... i 334916 139,419 25,098
Other NON-CUITENEt ASSELS . . . .ot v it ettt e e et e et i i 52,131 16,365 216
Total assets . .. ........ .. e 1,050,843 296,746 34,834
Short-term borrowings and current portion of long-term borrowings . ... ..... 244,860 11,684 10,661
Other current liabilities ... ........ ... .. e 225,142 64,082 9,723
Long-term financial liabilities ........... ... .. ... .. .. . . .. .. ... 217,897 115,098 949
Other non-current liabilities . .. ......... ... ... .. . . .. 74,762 22,857 2,735
Total liabilities . .......... ... .. . . . . 762,661 213,721 24,068
MINOrity iNteIeSt . .. ...ttt 80,082 25,145 —
Equity attributable to Integra Group shareholders .................... ... 208,100 57,880 10,766
Total equity . . . . ... ... 288,182 83,025 10,766
Total liabilities and equity . .. .......... ... ... ... ... . ... .. .. ... ... 1,050,843 296,746 34,834
Selected Cash Flow Data
Nine months ended Period ended
September 30, December 31,
2006 2005 2005 2004
(in thousands of US dollars)
Net cash used in operating activities .......................... (21,443)  (8,161) (6,830) (1,639)
Net cash used in investing activities . .. .................c...... (295,171) (74,817) (116,142) (2,631)
Net cash provided by financing activities . ...................... 366,386 104,586 143,989 5,000
Additional Financial Information
As (.)f and for the As of and for the
nine months A
ended period ended
September 30, December 31,
2006 2005 2004
(in thousands of US dollars, except percentages)
Adjusted EBITDAM 54,515 8,839 (1,237)
Adjusted EBITDA margin® . .......... ... 17% 9% —
Capital expenditures® ... ... ... 96,165 17,119 128
Net debt® 395,431 105,311 10,880
Debt to equity® . ... 2.2 2.2 1.1
Cost of acquisitions© ... ... ... 281,397 108,957 4,049

(1) Adjusted EBITDA represents profit (loss) before interest income (expenses), exchange gains (losses), income taxes, gain on acquisition
of subsidiaries, loss on disposal of property, plant and equipment, depreciation and amortization, share-based compensation and minority
interest. We present Adjusted EBITDA because we consider it an important supplemental measure of our operating performance and
believe it is frequently used by securities analysts, investors and other interested parties in the evaluation of companies in our industry.
Adjusted EBITDA has limitations as an analytical tool, and you should not consider it in isolation, or as a substitute for analysis of our
operating results as reported under IFRS. Some of these limitations are as follows:

¢ Adjusted EBITDA does not reflect the impact of financing costs, impact of income taxes, depreciation and amortization, gain on
acquisitions of subsidiaries, loss on disposal of property, plant and equipment, share-based compensation, and exchange costs.

¢ Adjusted EBITDA is also calculated using profits attributable to both shareholders of the Company and minority shareholders of
subsidiaries. By including profits and losses attributable to minority shareholders, Adjusted EBITDA does not reflect the portion of
the consolidated group’s results accruing to shareholders of the Company.

Other companies in our industry may calculate Adjusted EBITDA differently or may use it for different purposes than we do, limiting its
usefulness as a comparative measure. We rely primarily on our IFRS operating results and use Adjusted EBITDA only supplementally.
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3
“

5
6)

Adjusted EBITDA is a measure of our operating performance that is not required by, or presented in accordance with, IFRS. Adjusted
EBITDA is not a measurement of our operating performance under IFRS and should not be considered as an alternative to profit,
operating profit or any other performance measures derived in accordance with IFRS or as an alternative to cash flow from operating
activities or as a measure of our liquidity. In particular, Adjusted EBITDA should not be considered as a measure of discretionary cash
available to us to invest in the growth of our business.

Calculated as Adjusted EBITDA divided by sales.

Represents additions to property, plant and equipment and intangible assets.

Calculated as total debt (comprising long-term financial liabilities plus short-term borrowings and current portion of long-term
borrowings) less cash and cash equivalents.

Calculated as total debt to total equity attributable to shareholders of the Company.

Represents cost of acquisitions including transaction costs.

Reconciliation of EBITDA and Adjusted EBITDA to profit (loss) attributable to our shareholders is as

follows for the periods indicated:

Nine months ended Period ended
September 30, December 31,

2006 2005 2005 2004
(in thousands of US dollars)

Profit (loss) attributable to our shareholders ......................... (17,070) 2,638 3,889 6,641
Depreciation and amortization . . ..., 38,451 3,073 8,412 5
INterest iINCOME . . . . ..ot e e e e (1,194)  (152) (452) (11)
Interest EXpense . . ... ..ottt 27,927 3,025 7,794 32
Total iNCOME taX EXPENSE . . o v vt vttt et 6,833 102 2,884 —

EBITDA 54,947 8,686 22,527 6,667
Exchange (gains) 10SSes . .. ..ot (8,707) 345 1,439 —
Impairment of goodwill ...... ... ... . ... .. . . — 921 926 —
Loss on disposal of property, plant and equipment ................ 692 65 112 —
Gain on acquisition and disposal of subsidiaries .................. (225) (8,931) (16,592) (7,904)
Share-based compensation . .. ...........uuinititeninenennenan. 7,015 1,116 3,023 —
Share of results of associates, net of incometax .................. (708) (1,961) (2,056) —
Profit (loss) attributable to minority interest ..................... 1,501 (209) (540) —

Adjusted EBITDA . ........ ... .. . . . i 54,515 32 8,839 (1,237)
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SUMMARY UNAUDITED PRO FORMA FINANCIAL INFORMATION

The following tables set forth summary unaudited condensed pro forma financial information for the
Company for the year ended December 31, 2005 and as of and for the nine months ended September 30, 2006.
Such information is presented to give effect to:

» the acquisitions of certain of our subsidiaries;

* the debt and equity financings related to the acquisition of certain of our subsidiaries; and

» the Offering and use of proceeds thereof.

The unaudited condensed pro forma financial information for the year ended December 31, 2005 and the
nine months ended September 30, 2006 is prepared as if the above transactions had occurred on January 1, 2005.
The unaudited condensed pro forma financial information as of September 30, 2006 is prepared as if (i) the
acquisitions after September 30, 2006 and (ii) the Offering and the size of proceeds thereof had occurred on
September 30, 2006. All of the pro forma adjustments in this unaudited condensed pro forma financial
information relate to items that are expected to have a continuing impact on our operations.

The unaudited condensed pro forma financial information assumes the receipt of US$462 million of net
proceeds from the Offering (assuming no exercise of the Over-Allotment Option). There can be no assurance that
we will raise such amount of net proceeds and, accordingly, this unaudited condensed pro forma financial
information is subject to change.

This pro forma financial information has been extracted without material adjustment from, and is more fully
presented in, “Unaudited Condensed Pro Forma Financial Information” on page P-1 of this Prospectus.

Nine months ended Year ended
September 30, 2006 December 31, 2005

(in thousands of US dollars, except share
and per share data)

Unaudited Pro Forma Statement of Income

LS . 487,641 421,028

Costof Sales ..ot (397,965) (395,771)
Grossprofit . ....... ... ... 89,676 25,257

Selling, general and administrative €Xpenses . .. .............c..c.o...... (91,452) (85,254)
Gains on acquisition and disposal of subsidiaries ..................... 225 16,592

Impairment of goodwill ........ .. .. .. ... . . - (926)
Gain (loss) on disposal of property, plant and equipment ............... (342) 2,260

Operating loss . .............. . . . (1,893) (42,071)
Interest eXpense, Net . . .. ...ttt e (30,600) (29,728)
Extinguishment of restructured tax liabilities . . .......... ... .. .. ... ... - 539

Exchange gain (1I0SS) . . ..ot 9,555 (2,053)
Share of results of associates . ............ i 931 3,723

Loss before taxation ............. ... ... ... ... ... .. .. .. ... (22,007) (69,590)
Total tax benefit (expense) ............ ... ... ... .. ... 2,117) 10,100

Loss for the period ......... ... ... .. ... ... ... .. . .. ... (24,124) (59,490)
Profit (loss) attributable to:

— MINOrity INEIESt . ..ottt et e e e 3,160 (6,617)
— Shareholders of IntegraGroup ................................ (27,284) (52,873)
Earnings (loss) per share (in US dollars per share)

—BaSIC ... (4.76) (9.55)

—Diluted . ... (4.76) (9.29)

Weighted average shares outstanding

—BaASIC .. 5,735,549 5,537,847

—Diluted . ... 5,735,549 5,688,693



September 30, 2006
(in thousands

of US dollars)
Unaudited Pro Forma Balance Sheet
Cash and cash equivalents .. ....... .. ... ... i e 474,256
Trade and other receivables . ... ... ... 192,223
INVENTOIIES . . o oo 92,007
Total current assets . .. ... 758,485
Goodwill and other intangible assets .. ...... ... ... 325,187
Property, plant and equipment ... ....... ... . 380,617
INvestments iN aSSOCIALES . . . . v v vttt e et e e e e e e 15,133
Deferred tax aSSEIS . .. 1,838
Loans provided and other assets . .. ...ttt e 36,144
Total NoN Current asSets . . . ... ..o 758,919
Total ASSetS . . ... .. . 1,517,404
Accounts payable and accrued liabilities . ......... ... ... . 190,444
Income tax payable . .. ... e 19,080
Other taxes payable . ... ... e 22,217
Short term borrowings and current portion of long term borrowings ..................... 190,009
Total current liabilities . . . . ... .. ..., 421,750
Long-term financial liabilities . ........... ... ... . 163,762
Deferred tax lability . . . .. .. ..o 84,446
Other non current Habilities . ... ..o oot e 1,644
Total non current liabilities . .. ... ... ... . . 249,852
Total liabilities 671,602
Equity attributable to shareholders of Integra Group . .......... .. ... . ... 765,009
MINOTILY TNEETESE . .« . v vttt e e e e e e e e e e e e e e 80,793
Total eqUity . . ... ... e 845,802
Total liabilities and equity ... .......... . . . . 1,517,404
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with our consolidated and certain of
our subsidiaries consolidated financial statements and their related notes included elsewhere in this Prospectus.
Financial information as of September 30, 2006 and for the nine months ended September 30, 2006 and 2005 has
been derived from our Unaudited Condensed Consolidated Interim Financial Information and the accompanying
notes thereto, prepared in accordance with IAS 34 included elsewhere in this Prospectus. Financial information
as of and for the years ended December 31, 2005 and 2004 has been derived from our Audited Consolidated
Financial Statements prepared in accordance with IFRS and included elsewhere in this Prospectus. This
discussion contains forward-looking statements that involve risks and uncertainties. Our actual results could
differ materially from those anticipated in the forward-looking statements as a result of numerous factors,
including the risks discussed in the section of this Prospectus entitled “Risk Factors” and elsewhere in this
Prospectus.

Overview

We are a leading Russian independent provider of onshore oilfield services and are also a leading
manufacturer in the Russian Federation of drilling rigs with heavy lifting capacity, cement equipment and certain
specialized equipment used in the exploration, development and production of oil and gas. We offer our
diversified range of oilfield equipment and services to local and international oil and gas companies operating
primarily in Russia and other countries of the CIS.

We were formed in March 2004 by a group of Russian and western executives who saw an opportunity to
build an independent oilfield services and equipment manufacturing company by acquiring, integrating and
optimizing existing assets in the growing and consolidating oilfield services and equipment manufacturing
markets in the Russian Federation. Between December 2004 and 2006 we completed 14 acquisitions, becoming
one of the leading companies in the oilfield services and equipment manufacturing sectors of the Russian market.
According to Douglas—Westwood, based on their estimate of 2006 revenues, we have a 3.9% share of the oilfield
services market in Russia and a 67.8% share of the oilfield services equipment manufacturing market in Russia
among drilling rigs with heavy lifting capacity, cementing equipment, turbines and downhole motors. See
“Business—Recent Developments” and —“History”” and “Industry”.

Our current business is divided into two main divisions, oilfield services and equipment manufacturing. The
oilfield services division is further divided into two primary lines of business: drilling, workover and IPM
services and formation evaluation services. We manage our operations from our central administrative offices
located in Moscow and we maintain administrative offices at our regional operating bases located in the Volga-
Urals, Timan-Pechora, Eastern and Western Siberia and Kazakhstan.

Our operating subsidiaries are organized within our reportable segments according to the products and
services they offer and have common operating management within each segment.

We report our business activities in the following three segments:
e drilling, workover and IPM;
e formation evaluation; and

e manufacturing

Our holding company as well as our management and finance subsidiaries that are used to facilitate the
holding structure and provide management and finance support to the operating companies do not form a part of
any reportable segment.

As a result of the acquisitions we made in 2006, we reorganized our business structure. In prior periods, we
reported in three segments: drilling and workover, manufacturing and geophysics. We (i) added IPM services to
our drilling and workover services segment due to the addition of this and other services as part of our oilfield
services offerings as a result of our acquisition of Smith Eurasia, (ii) renamed our geophysics segment to
formation evaluation services to be more consistent with international market terminology and (iii) transferred
BI, our drilling tools manufacturing business, from our manufacturing segment to our drilling, workover and IPM
services segment to align our drilling tools division more closely with our engineering and technology services
personnel. Our segment results in our audited consolidated financial statements for the years ended December 31,
2005 and 2004, our unaudited condensed interim consolidated financial information and this Management’s
Discussion and Analysis of Financial Condition and Results of Operations are presented as if the 2006
reorganization of our business occurred on the date we were formed.
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We own interests in 70 subsidiaries, of which 40 are operating subsidiaries directly involved in providing
onshore oilfield services and manufacturing oilfield services equipment. We also have holding, management and
finance subsidiaries that are used to facilitate the holding structure and provide management and finance support
to the operating companies. Of our 70 subsidiaries, we own a 100% interest in 35. We also own minority
interests in four companies that we treat as associates in our financial statements. We have entered into a
management contract with one associate, NNGF, pursuant to which we manage their operations for a fee. See
“General Information” for a list of our subsidiaries and associates and our ownership interest and “Risk Factors
—Risks Related to Our Business—We own less than 100% of the share capital or interests of a number of our
operating subsidiaries”, for a description of certain risks associated with our minority interests. Additionally, see
“Related Party Transactions” for a description of our management contracts with our associates.

Recent Developments
Acquisition of AES, Geostan and TGC

In December 2006, we acquired from International Energy Services, Inc., a 100% interest in TGC, a 94.1%
interest in AES, and a 99.5% interest in Geostan, for total consideration of US$37.3 million, including
transaction costs of US$0.3 million. These companies, which are located in Tomsk, Russia and Almaty,
Kazakhstan, provide seismic services and will become a part of our formation evaluation services segment. See
“Material Contracts”.

Issuance of RUR 3 billion Ruble Bond

In December 2006, Integra Finance LLC, our wholly-owned subsidiary, issued ruble denominated bonds
with an aggregate principal amount equivalent to US$114.5 million. The bonds are guaranteed by URBO, BI and
TNGF. The bonds pay interest semi-annually at a rate of 10.7% per annum and mature in November 2011. There
are no early redemption provisions. The bonds are listed on the Moscow Interbank Currency Exchange (the
“MICEX”). See “Material Contracts” and “—JLiquidity and Capital Resources”.

New Borrowings

Subsequent to September 30, 2006, we entered into several loan, guarantee and pledge agreements with
lenders and other parties. These borrowings are further described below in “—Liquidity and Capital Resources—
Borrowings”.

Default and Restructuring of August 2006 Facility Agreement

In August 2006, we entered into a US$75 million bridge facility agreement with Renaissance Securities, an
affiliate of Renaissance Capital, one of the Managers. Under the terms of the August 2006 Facility Agreement, we
covenanted that, pending the provision of certain guarantees, no member of our Group would incur any debt or
grant any security. Prior to the provision of such guarantees and in violation of the covenants, between August 15,
2006 and December 14, 2006, we incurred new debt and made various grants of security. In addition, in violation of
the terms of the August 2006 Facility Agreement, we failed to notify Renaissance Securities of these breaches and
the resulting events of default that occurred. On January 8, 2007, Renaissance Securities waived these breaches of
covenants, but as part of the negotiations to obtain such waiver, we agreed, among other things, to:

e pay a US$2.0 million restructuring fee to Renaissance Securities;

e increase the rate of interest on the loan to 12% with retroactive effect to October 1, 2006, the
approximate date of the first breach by us under the August 2006 Facility Agreement;

* make a payment in the amount of 12.5% of the loan amount and accrued interest on completion of the
Offering;

» provide monthly cash flow reports to the lenders; and

e procure that our material subsidiaries provide the required guarantees of the loan on or prior to

February 2, 2007 (which have since been provided). See “—Liquidity and Capital Resources—
Borrowings”.

Cross-defaults of Existing Borrowings

The events of default under the August 2006 Facility Agreement with Renaissance Securities described
above also resulted in a cross-default occurring under the terms of other debt facilities to which we are party. We
subsequently notified these lenders of the breaches and of the waiver we had obtained from Renaissance
Securities. See “Risk Factors—Risks Related to Financial Matters”.
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Acquisition of NLK

In September and October 2006, we entered into share purchase agreements with four individuals and one
company pursuant to which we agreed to acquire 100% of NLK, a company that provides leasing services to
companies of our Group, for US$3.7 million. To date, we have paid US$1.5 million, and we have acquired
19.9% of the shares. According to the terms of the share purchase agreements, we will pay the remaining
consideration and receive the balance of the shares of NLK in February 2007.

Current Trading and Prospects

Sales in the fourth quarter were significantly above the previous quarterly levels due to seasonal trends in
manufacturing and formation evaluation, as well as the consolidation of recent acquisitions for the full quarter.
As a result of unusually warm weather during December and January, mobilization of some of our drilling and
seismic crews has been delayed. This may affect our ability to timely perform our contracts in the first quarter;
however, management currently believes that the Company’s performance for the full year 2007 is unlikely to be
affected.

During the current annual contracting period, we won a number of new tenders and additionally extended
several contracts that expired in December 2006. The aggregate revenue attributable to 2007 under these
contracts, contract extensions and the 2007 portion of multi-year contracts that had identifiable contract values
for 2007 through January 15, 2007 totaled approximately US$276.4 million. We also entered into a number of
annual and multi-year contracts that have established rates for services. Because of the nature of the services
contracted, the amount of revenue attributable to 2007 cannot be quantified as of the date of this Prospectus;
however, management believes that the amounts that will be realized from these arrangements will be in line
with expected growth trends. We expect to win further tenders and enter into related contracts through the end of
the annual contracting period which generally ends in March.

The contracts that form the basis of our estimates for our expected work flow and revenues in 2007,
including those providing for agreed upon total contract payments, are subject to a number of significant
uncertainties including customer modifications by mutual consent and unilateral customer modification or
cancellation without penalty due, among other things, to losses by our clients of their respective exploration and/
or production licenses. The revenues attributable to 2007 are only our estimate, and actual revenues and trends
for this period may materially differ from such estimate due to a variety of factors. The amount of revenues we
will ultimately realize will also depend upon the services that subsidiaries of our Group provide over the term of
the relevant contract. See “Risk Factors—Risks Related to our Business—Our future business performance
depends on the award of annual contracts and renewals and extensions of existing contracts”.

Certain Factors Affecting our Financial Position and Results of Operations
Acquisitions

Between December 2004 and December 2006, we completed 14 strategic acquisitions and purchased
companies and assets for a total cash consideration of US$326 million, excluding share consideration. Our results
of operations reflect the impact of this acquisition strategy as well as the timing of each acquired company’s
consolidation in our financial statements. As a result, sales, expenses and profit for corresponding periods in
different years are not directly comparable in this “Management’s Discussion and Analysis of Financial
Condition and Results of Operations”.

Our results of operations and financial condition may be affected by, among other things, gains on
acquisitions and disposals of subsidiaries, goodwill and impairment of goodwill, differences in operating margins
and required capital expenditures, increased leverage as a result of financing our acquisitions, increased operating
expenses and other non-recurring costs. For example, we had gains on acquisitions and disposals of subsidiaries
for the year ended December 31, 2005 and 2004 of US$16.6 million and US$7.9 million, respectively, while for
the nine months ended September 30, 2006, such gain was US$0.2 million. Likewise our total debt increased
from US$11.6 million as of December 31, 2004 to US$462.8 million as of September 30, 2006, resulting in an
increase in our ratio of total debt to total equity from 1.1:1 to 2.2:1. Furthermore, because most oilfield service
contracts in Russia are entered into annually for a fixed price from initial award through to completion,
depending on the date of acquisition, we may have limited ability to influence the results of operations of our
acquired companies for as long as a full year after the date of acquisition. See “—Company Acquisitions” and
“—Liquidity and Capital Resources” and the historical financial statements of certain significant acquisitions
included elsewhere in this Prospectus.
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Change in Mix of Services and Products

Our results of operations are affected by changes in the mix of services and equipment we provide to our
customers. As a result of our acquisitions and the businesses we have established, our services and product
offerings have expanded from offering drilling services in January 2005 to offering a wide range of onshore
oilfield services for the exploration, development and production of oil and gas and oilfield services equipment
manufacturing. Consistent with our strategy, we have recently added a number of new value-added services, such
as IPM services, to our portfolio of core services and products.

For the nine months ended September 30, 2006, our operating profit margin was 9% in the drilling,
workover and IPM segment, 17% in the manufacturing segment and 2% in the formation evaluation segment. For
the nine months ended September 30, 2005, our operating profit margin was 1% in the drilling, workover and
IPM segment and 14% in the formation evaluation segment. We had no sales in the manufacturing segment for
the nine months ended September 30, 2005 as we entered the manufacturing business in late September 2005 and
began to consolidate manufacturing into our results in October 2005. For the full year in 2005, our operating
profit margin was 3% in the drilling, workover and IPM segment, 22% in the manufacturing segment and -10%
in the formation evaluation segment.

In November 2006, we reorganized our business operations by (i) introducing technology and IPM services
as an additional services offering forming a part of our drilling and workover services business and
(i1) transferring our manufacturing and research and development companies for drilling tools to our drilling,
workover and IPM services business. Through our drilling, workover and IPM services business we have started
to expand our product and service offerings to include project management services, such as turnkey drilling and
field development, more technology oriented services such as cementing and coring services, and we have
expanded our drilling tools business to include leasing of oilfield services equipment in addition to direct sales.
We plan to further expand our technology oriented services with coil tubing and directional drilling services and
launch a repair and maintenance business specifically dedicated to servicing the drilling rigs we manufacture.

We expect that our business strategy will continue to include selective acquisitions, which, combined with
the demands of our customers, will allow us to continue to expand our portfolio of services and products.

Seasonality

We generally experience a decline in sales in our drilling and seismic services businesses during certain
periods of the year.

Our sales of drilling services can be negatively affected by severe winter weather conditions in certain
regions of Russia that make oil and gas operations difficult in this period. For example, during January and
February 2006, Russia experienced severely cold temperatures of approximately -45 degrees Celsius in certain
regions where we operate and our drilling operations were suspended for approximately 30 days in total which
contributed to delays in the mobilization of our equipment and service commencement dates. Our sales of
drilling services may also be negatively affected by spring thawing because large volumes of drilling equipment
and drilling rigs situated in certain regions can only be transported during winter when the ground is sufficiently
frozen to create access roads. If we fail to complete a drilling contract on a time, we may be unable to move our
equipment during the winter and our drilling rigs must remain on the completed well site.

There is also a limited season for providing seismic services in the Siberian regions of Russia as we are
unable to gain access to these remote, undeveloped areas during the summer due to flood-like conditions from
winter thawing. We are generally only able to provide seismic services in Siberia from December to April. As a
result, we generate low or no revenues from these services during the second and third quarters of the year. In the
nine months ended September 30, 2006, our formation evaluation services segment experienced a decline in
operating profit margin that we attribute, in large part, to the seasonal decline in sales of seismic services by
TNGF during this period.

As we grow and diversify, we believe that the impact of seasonality on our business will become less
pronounced as our sales are derived from a broader portfolio of product and services offerings and we introduce
initiatives to re-deploy assets during off-peak seasons in Russia. For example, during the second and third
quarters of 2006 we started providing seismic services in countries less subject to seasonality, such as Mauritania
and Azerbaijan. See “Risk Factors—Risks Related to our Business—Our results of operations are subject to
seasonal fluctuations”.
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Contracting

Current contracting practices and growth in the Russian market for drilling, workover and IPM services also
contribute to fluctuations in our operating results and our demand for financing. Approximately 80% of our
business is obtained through open tenders conducted annually. This process generally begins with requests for
proposals in September and ends with signed contractual commitments between December and March. As a
result, a substantial portion of our business activity in the first quarter is devoted to rig up and rig down
operations and transportation of equipment and personnel and we experience a decrease in sales revenues while
continuing to incur a certain amount of costs. Although we generally pass these mobilization costs on to our
customers, we typically require financing during the fourth quarter to cover such costs and to purchase supplies
and equipment and undertake capital expenditures to meet our anticipated contractual commitments for the
coming year. See “—Sales”.

Capital Expenditures

Our sales of services can be negatively affected by the level of the capital expenditures we require to equip our
crews and to replace fully depreciated equipment and other fixed assets. Our current capital expenditures are
primarily for property, plant and equipment to support the development and growth of our business. For example, of
the US$93.6 million we spent in the nine months ended September 2006, we purchased seismic equipment to
support five additional seismic crews, upgraded nine drilling rigs to increase the number of operational rigs and we
upgraded certain drilling equipment in an effort to increase our productivity in the drilling, workover and IPM
segment.

Management Reporting and Controls

We have material weaknesses in our internal controls. A material weakness is a control deficiency, or
combination of control deficiencies, that results in more than a remote likelihood that a material misstatement of
the annual or interim financial statements will not be prevented or detected. The deficiencies identified include
the following:

*  We have insufficient resources in our accounting and reporting functions which may lead to errors and
inconsistencies. Specifically, the size of our financial reporting group is not sufficient to service existing
reporting requirements given our extensive acquisitions and existing and expected demand for timely
and accurate financial reporting, both internal and external. Additionally, our ability to generate accurate
financial information in a timely manner and to produce the consolidated financial statements is
currently overly dependent on a small group of individuals and relies heavily on manually administered
spreadsheets. These deficiencies contributed to adjustments which were made during the preparation of
our Audited Consolidated Financial Statements and our Unaudited Condensed Consolidated Interim
Financial Information.

e Until recently, we have not had satisfactory procedures for the monitoring of compliance with our debt
covenants. Our failure to properly monitor and comply with restrictions contained in our debt facilities
resulted in the breach in the last quarter of 2006 of certain of our debt facilities leading to defaults and
cross defaults under our financing agreements. As required by IFRS, because the waiver with respect to
the default under the August 2006 Facility Agreement was received after December 31, 2006, the full
carrying value as of that date of all borrowings containing cross-default provisions will be classified as
current liabilities in the Company’s consolidated balance sheet at December 31, 2006. Additionally, the
restructuring of the August 2006 Facility Agreement will result in a loss to us of approximately US$12
million which will be recorded in our consolidated income statement in January 2007. The breaches
which occurred in the last quarter of 2006 have all since been waived. After consultation with our Audit
Committee, we have recently approved new procedures for monitoring compliance with our debt
covenants, which are in the course of implementation.

*  Our management has limited experience in financial reporting and may not have sufficient awareness of
financial reporting requirements to ensure all material events are properly disclosed or accounted for.

In addition, external experts knowledgeable in matters relating to accounting and controls reported such
matters as material weaknesses in written communications to us. However, we did not request, and such experts
did not perform, an audit of our internal controls or any other procedures specifically designed to evaluate or test
the operating effectiveness of our internal controls. Accordingly, we can provide no assurance either that all
material weaknesses have been identified or that all other areas of our internal control system are operating
effectively.
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We have identified additional risk management and other processes and further refinements to be made to
our existing systems and functions in 2007 and beyond, which we believe will strengthen the ability of our
management team to oversee our business properly. As these additional measures have not yet been
implemented, however, we have been unable to assess whether these measures will be sufficient to redress the
issues arising out of certain of our existing management procedures and internal controls, or whether further
measures will need to be implemented. See “Management”, “Risks Related to Financial Matters” and
“—Liquidity and Capital Resources”.

Company Acquisitions

We have grown primarily through acquisitions. As an active consolidator of existing oilfield services and
equipment manufacturing companies, we have focused on acquiring companies that offer core services and
products and that allow us to have operations primarily in the major onshore oil and gas regions of Russia, as
well as other countries in the CIS.

The following table describes the acquisitions we made between December 2004 and December 2006 in
each segment. We discuss related financing issues below in “—Liquidity and Capital Resources” and, due to the
materiality of certain of such acquisitions to the financial performance of the Group, we present the standalone
historical financial statements of certain significant acquisitions in the historical financial statements included in
this Prospectus.

Excess of fair value of

Percentage Cost of Goodwill net assets acquired
Percentage currently acquisition (if applicable  over purchase price
Acquired entity Date of acquisition acquired held inUS $ in US $) (if applicable)
(in thousands of US dollars)
Drilling, Workover
and IPM Segment
Tarpan & Paritet! .. ... December 2004 100% 100% 3,424 433 —
BKS ... ... ... December 2004 100% 100% 625 — 7,904
Quest? .............. March 2005 100% — 3,030 1,441 —
SRIPNO3............ April 2005 100% 100% 300 926 —
BIS........... ..., September 2005 100% 100% 42,169 9,546 —
PNBKS® ............. March 2006 100% 100% 22,763 258 —
Argillit ............. May 2006 100% 100% 4,874 208 —
PBN ............... July 2006 99.98% 99.98% 20,015 19,472 —
Smith Eurasia*$ ...... August 2006 100% 100% 139,520 69,908 —
Formation Evaluation
Segment
RGK & GFS5 ........ May 2005 100% 100% 4,919 — 9,038
TNGF® ............. December 2005 75% 75% 29,780 — 7,554
YGFeS ... .. ..., .. August 2006 14.56% 50.74% 78,048 23,248 —
Azimuth?$ .. ... ... .. December 2006 — — 37,301 — —
Manufacturing
URBO .............. September 2005 100% 100% 28,759 7,604 —
STM ............... July 2006 100% 100% 16,177 5,613 —

(1) We acquired our interest in Alliance through Tarpan and Paritet.

(2) In February 2006, we sold Quest, which held our interest in KomiQuest, back to its original owner for US$1.8 million.

(3) In April 2006, we transferred all of the assets of SRIPNO to Integra KRS. We plan to liquidate SRIPNO.

(4) Amounts include transaction costs and share consideration valued at US$60 million.

(5) We acquired interests in PGF, GFS and NNGF through RGK.

(6) We own 14.56% of the shares directly and control a further 36.18%. See “Material Contracts—Acquisition and Control of YGF”.

(7) Our ownership of Azimuth consists of a 100% interest in TGC, a 99.5% interest in the share capital of Geostan and a 94.1% interest in
the share capital of AES. As of the date of this Prospectus, management had not completed its final purchase accounting estimates.

(8) We present stand-alone historical financial statements for this company in the Prospectus.

56



Sales

We generate our revenues primarily from the sale of onshore oilfield services and oilfield services
equipment.

Sales of Services

Our sales include sales of drilling, workover, project management, logging and seismic services. Our sales
of services represented 80% and 77% of our total sales for the nine months ended September 2006 and for the
year ended December 31, 2005, respectively. As our first acquisitions were made in December 2004, we
effectively commenced business activity in the year ended December 31, 2005, and no sales were made in the
period ended December 31, 2004.

Substantially all of our sales of services are derived from contracts of approximately one year or less. We
generally work under fixed price turnkey contracts where we assume the risk of performing a service such as
delivering a drilled well according to customer specification within a defined budget and time frame. We enter
into these turnkey contracts either on the basis of a tender process or through direct negotiation with the
customer. The vast majority of our contracts are awarded on the basis of a tender process. Therefore, our ability
to generate sales and profit is dependent in large part on our ability to compete for and be awarded contracts
through the tender process and to perform the contracted work within the budget and time frame that we have
estimated in our winning bid. See “Risk Factors—Risks Related to Our Business—Our future business
performance depends on the award of annual contracts and renewals and extensions of existing contracts”.

While the terms of our contracts often vary by customer, most contracts with major customers provide for
payment terms of between 15 to 60 days from the date of acceptance of the completed service by the customer.
With regard to smaller or new customers, we negotiate a mobilization payment of approximately 50% of the
contract amount to cover certain mobilization and materials costs. If the relocation of equipment involves
significant expense, we attempt to negotiate an advance payment covering these expenses from major customers
as well. Contracts may contain penalties for late completion. To date, however, we have not incurred such
penalties and we believe market practice is to renegotiate the terms of the underlying contract in relation to the
complexity of the project.

Under sales, we also account for our management contract with our associate, NNGF. For the nine months
ended September 30, 2006 and September 30, 2005 and the year ended December 31, 2005, we had management
fees of US$0.4 million, US$0.2 million and US$0.4 million, respectively. The management fees represented 1%
of total sales for each of the respective periods. The management fee is tied to the quarterly income of NNGF.

Sales of Equipment

Our sales include: sales of drilling rigs and spare parts; drilling rig upgrades and maintenance; sales of
drilling tools, such as downhole motors and turbines; and sales of cementing equipment. Equipment sales
comprised 20% and 23% of our total sales for the nine months ended September 30, 2006 and for the year ended
December 31, 2005, respectively. We owned no manufacturing assets and made no equipment sales until our
acquisition of URBO and BI in September 2005. We began selling cementing units upon our acquisition of STM
in July 2006.

Contract terms vary according to the type of equipment being sold and the manufacturing cycle for such
equipment.

Substantially all of our sales are derived from fixed price turnkey contracts where we have assumed the risk
of delivering our product such as a drilling rig according to customer-tailored circumstances within a defined
time frame, subject to variations determined by the parties during the manufacturing process. We enter into
turnkey contracts either on the basis of a tender process or through direct negotiations with the customer. The
vast majority of our contracts are awarded on the basis of a tender process. Therefore, our ability to generate
revenues is dependent in large part on our ability to compete for and be awarded contracts through the tender
process and to perform the contracted work within the budget, quality and time frame that we have estimated in
our winning bid. See “Risk Factors—Risks Related to our Business—Our future business performance depends
on the award of annual contracts and renewals and extensions of existing contracts”.

Since the manufacturing period for a drilling rig is approximately 10 to 12 months, a variety of payment
methods are utilized. Typically, our payment terms provide for a pre-payment in the amount of 20% to 50% of
the purchase price, a further partial payment upon 50% completion of the rig, and a further payment in the
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amount 10% to 20% of the purchase price once the manufactured rig has been prepared for shipment. Final
payment in the amount of 5% to 10% of the purchase price is payable upon commissioning of the rig in the
location designated by our customer. However, we recognize revenue according to the percentage of completion
method. See—*“Critical Accounting Policies”.

Contracts for the supply of drilling tools are generally fulfilled within one month. The drilling tools are
generally manufactured according to standard industry specifications and are marketed to a wide range of
customers. Payment structures vary from 100% advance payments to credit sales paid within 60 days of delivery
of a product.

Sales of cementing equipment have less standardized contract and payment terms. Ordinarily, we receive
approximately 90% of the purchase price for our cementing units at the time we ship them to our customers.

Costs of Sales and Other Operating Expenses
Cost of Sales

We have four primary cost categories within our cost of sales: materials and supplies, employee costs
(including obligatory social contributions), costs of services contracted from third parties and depreciation and
amortization. Cost of sales also includes taxes, losses from the disposal of assets and other costs.

Material and Supplies

To date, materials and supplies have been the largest component of our cost of sales and have been primarily
influenced by our manufacturing business, URBO. Material costs as a percentage of our total cost of sales were
30% and 32% of our total cost of sales for the nine months ended September 30, 2006 and for the year ended
December 31, 2005, respectively. Material and supplies for our manufacturing segment primarily include
metalwares, production tools and spare parts. Materials and supplies for our drilling and workover business
primarily include the cost of drilling pipe, cement and drilling tools. Materials and supplies for our formation
evaluation segment primarily include explosives, cables and spare parts.

Employee Costs

Employee costs constitute the second largest component of our cost of sales. Employee costs as a percentage
of our total cost of sales were 27% and 28% of our total cost of sales for the nine months ended September 30,
2006 and for the year ended December 31, 2005, respectively. Employee costs include costs of our personnel
directly engaged in providing services and manufacturing equipment. Employee costs were primarily influenced
by our drilling, workover and IPM segment due to the higher proportion of total sales this segment represented in
our results and to a lesser extent by our formation evaluation segment which employs a greater share of engineers
and scientists earning on average relatively higher wages than employees in our other segments.

Employee costs include amounts we are required to pay to the Russian government in support of the pension
fund, social insurance fund and the medical fund. The rate of contribution depends upon the amount of the
salaries, wages and benefits accrued for the Group’s employees in the Russian Federation. Contributions are
payable according to a sliding scale of 2% to 26% depending on the amount of salaries, wages and benefits. Our
obligatory social contributions were US$14.6 million and US$5.8 million for the nine months ended September
30, 2006 and for the year ended December 31, 2005, respectively.

Services Contracted from Third Parties

Services contracted from third parties as a percentage of our total cost of sales were 27% and 26% of our
total cost of sales for the nine months ended September 30, 2006 and for the year ended December 31, 2005,
respectively.

We generally contract with third parties to provide us with certain services under our drilling, workover,
IPM or formation evaluation services contracts when we do not or cannot perform these services ourselves.

In our drilling, workover and IPM segment, services contracted represented the largest component of this
segment’s cost of sales and comprised from third parties primarily include the cost of subcontracting for logging,
cementing or casing services, road construction, rig mobilization, materials transportation, warechouse security
and other support services, such as repair and maintenance of property, plant and equipment.
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In our formation evaluation segment, services contracted from third parties primarily include the
transportation of equipment and production materials to the oilfield, security at our warehouses and repair and
maintenance of the property, plant and equipment.

In our manufacturing segment, services contracted from third parties primarily include the supply of rig
assembly components, transportation of materials and finished goods and repair and maintenance of property,
plant and equipment.

Although the total amount of our costs attributed to third parties has increased in each successive period, we
expect that services contracted from third parties will decrease as a percentage of our total cost of sales in 2007
as a result of our strategic goal to decrease the amount of third party services contracted in support of our rig
manufacturing. In our drilling, workover and IPM segment, our costs of services from third parties are influenced
by the complexity and structure of the services required by our customers under turn-key contracts and,
consequently, we expect these costs to fluctuate from period to period. We expect the percentage of third party
costs attributed to formation evaluation to remain fairly constant in the near term.

Depreciation and Amortization

Depreciation and amortization expense as a percentage of our total cost of sales were 14% and 11% for the
nine months ended September 30, 2006 and for the year ended December 31, 2005, respectively.

Other

The remaining portion of our cost of sales, which we categorize as “other” and comprises primarily taxes
and losses of disposals of assets, was 2% and 3% of our total cost of sales for the nine months ended
September 30, 2006 and for the period ended December 31, 2005. Other costs include purchases of
miscellaneous production support services and other production overhead costs, such as purchases for
maintenance of property, plant and equipment, production licenses and losses on disposal of property, plant and
equipment directly attributable to our operating activities.

Selling, General and Administrative Expenses

Our selling, general and administrative expenses include:

* employee costs, including related social contributions required by Russian law;

» services acquired from third parties;

* share-based compensation to management and employees;

* transportation expenses;

e taxes other than income taxes;

* depreciation related to non-operating assets;

» provision for bad debts and obsolete stocks;

e loss from disposal of assets; and

e other.

The majority of our total selling, general and administrative expenses are generated by our corporate offices,
where executive management’s compensation is recorded and from which the majority of our third party legal,
financial and strategic advisors are contracted. During 2005 and 2006, we increased our corporate infrastructure
significantly in terms of both number of employees and office space. Our total corporate headcount grew from 25
at December 31, 2004 to 268 at September 30, 2006. As part of that growth, we strengthened our finance and
accounting functions, including the addition of new management positions such as a chief financial officer, a
deputy chief financial officer and a head of internal audit and, most recently, a general counsel. Due to our
growth during 2005 and 2006, we expect that total selling, general and administrative expenses attributed to our
corporate offices will be higher in 2007 than previous years. However, we also expect that the pace of growth of

our corporate costs will slow in 2007 as we have filled most of our key positions and now have a nearly fully-
staffed corporate operation.
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Selling, general and administrative expenses also include similar costs from each of our subsidiaries. We
expect such costs to remain roughly stable or even decrease as we consolidate and integrate operations and
eliminate redundant positions. Each future acquisition will add a layer of selling, general and administrative
expenses to our existing selling, general and administrative cost base until integration is complete and
rationalized within our management structure.

Employee Costs

Employee costs constitute the largest component of selling, general and administrative expenses. Employee
costs as a percentage of our total selling, general and administrative expenses were 42%, 49% and 57% for the
nine months ended September 30, 2006 and for the years ended December 31, 2005 and 2004, respectively.
Employee costs include salaries, bonuses and other related costs of our management, legal, finance and
administrative personnel at our corporate offices and at our subsidiaries, but exclude share-based compensation
which is reported separately within selling, general and administrative expenses.

During the two years and nine months period ended September 30, 2006, salaries have generally risen in the
Russian market due to inflation as well as the scarcity of skilled, professional employees. Salaries at our
Company have risen approximately 10% during 2006.

In 2007, we expect our total employee costs and selling, general and administrative expenses to grow as a
result of (i) increased headcount resulting from acquisitions made in the fourth quarter of 2006 acquisitions we
expect to make during 2007, as well as expected growth in our existing operations, (ii) new positions created
within our management team during 2006, namely the positions of chief financial officer, executive vice
president of oilfield services, deputy chief financial officer and internal auditor, and (iii) reorganization of the
management our oilfield services business and the creation of new service offerings such as technology services
and IPM.

Services

Services contracted from third parties as a percentage of our total selling, general and administrative
expenses were 26%, 15% and 41% for the nine months ended September 30, 2006 and for the years ended
December 31, 2005 and 2004, respectively.

We generally contract with third parties to provide us with certain legal, financial and other advisory
services. Such services include general legal advice as well as costs related to actual or potential litigation, audit
fees, advisory services related to transactions that we ultimately do not complete, public relations work and other
advisory services. Most services are provided to our corporate offices in Moscow.

Share Options Granted to Management and Employees

Share options granted to directors, management and employees as a percentage of our total selling, general
and administrative expenses were 11% and 13% for the nine months ended September 30, 2006 and for the year
ended December 31, 2005, respectively. We did not grant any options in 2004.

We provide share-based compensation to management and key employees as a means of attracting and
retaining high-quality personnel as well as ensuring an alignment of interests between management and
shareholders. Our Board of Directors approved the 2005 Stock Option Plan in July 2005 and we made our first
grants at that time. Accordingly, our results for the year ended December 31, 2005 include only a partial year’s
impact of the associated expense. As of the date of this Prospectus, share-based awards have been granted only to
directors and to management in our corporate offices in Moscow. For further details on share-based awards,
please see “Management” and our Consolidated Financial Statements included elsewhere in this Prospectus.

Transportation

Transportation expenses as a percentage of our total selling, general and administrative expenses were 2.3%
and 3.5% for the nine months ended September 30, 2006 and for the year ended December 31, 2005,
respectively. Transportation expenses primarily include costs of deliveries of finished goods of our
manufacturing segment to customers according to the signed supply agreements and charter flights to remote
regions without commercial air service.
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Taxes

Taxes other than income taxes as a percentage of our total selling, general and administrative expenses were
4% and 1% for the nine months ended September 30, 2006 and for the year ended December 31, 2005,
respectively. Such taxes include property tax, non-recoverable value-added tax attributable to our administrative
operations, land tax, transportation tax, environmental charges and other taxes and levies.

Depreciation

Depreciation expense included in selling, general and administrative expenses comprises the depreciation of
administrative buildings, office equipment and furnishing at our corporate offices and at subsidiary
administrative locations. Depreciation expense as a percentage of our total selling, general and administrative
expenses was 3.0% and 0.5% for the nine months ended September 30, 2006 and for the year ended
December 31, 2005, respectively.

Provision for Bad Debts and Obsolete Stocks

We do not make general provisions for bad debts or obsolete stocks but accrue such amounts in relation to
specific accounts receivable and items in stock by adjusting them to the recoverable amounts if lower than their
carrying values. We conduct a review of our accounts receivable on a quarterly basis and make a case by case
assessment of those accounts with receivables outstanding greater than 90 days. In the first nine months of
September 30, 2006, we accrued US$0.8 million for bad debts and obsolete stocks.

Other

The remaining portion of our selling, general and administrative expenses, which we categorize as “other”,
comprises rent and maintenance of office buildings, bank charges for services provided, disposals of inventories
unrelated to our operating activities, employee awards, charitable contributions, fines and penalties paid to third
parties, including the tax authorities and losses on disposal of property, plant and equipment attributable to
selling, general and administrative expenses. Other expenses were 10% and 19% of total selling, general and
administrative expenses for the nine months ended September 30, 2006 and for the year ended December 31,
2005, respectively.

We are considering relocating our headquarters in Moscow to larger premises to accommodate our growth.
The occupancy costs associated with such premises may be higher than our existing occupancy costs and could
result in an increase in total administrative expenses in 2007 and thereafter.

Other Operating Expenses

In addition to costs of sales and selling, general and administrative expenses, our other operating expenses
include:

Gains on Acquisition and Disposal of Subsidiaries

Our results of operations include gains on acquisitions and disposals of subsidiaries of US$0.2 million,
US$16.6 million and US$7.9 million for the nine months ended September 30, 2006, and the periods ended
December 31, 2005 and 2004, respectively. Such gains are recognized when the net fair value of acquired
identifiable assets and liabilities exceeds our purchase cost. We evaluate each potential acquisition primarily
based upon its strategic value to us, rather than based solely upon the individual values of its identifiable assets
and liabilities.

The effect of future acquisitions on our consolidated statements of income will depend on the difference
between such identified values and our purchase cost.

Impairment of Goodwill

Since our inception in March 2004, we have completed 14 acquisitions. We expect to continue to grow our
operations through acquisitions. Goodwill arises in a business combination when our acquisition cost exceeds the
fair value of our share of the net identifiable assets, liabilities and contingent liabilities of the acquired subsidiary
or associate. Certain of our acquisitions have resulted in significant goodwill that we have attributed to synergies
that we expect to realize upon integrating the acquired businesses into our existing operations. We test goodwill
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for impairment at least annually, or more frequently if events or changes in circumstances indicate potential
impairment. For the year ended December 31, 2005, we recorded an impairment charge of US$0.9 million
against goodwill in our acquisition of SRIPNO, as its performance and prospects were below our original
expectations.

Interest Income/(Expense)

Interest expense includes interest on short-term and long-term borrowings, amortization of discounts or
premiums relating to borrowings, amortization of ancillary costs incurred in connection with the arrangement of
borrowings, finance charges in respect of the recognition of finance leases and exchange differences arising from
foreign currency borrowings to the extent they are regarded as an adjustment to interest costs.

Exchange Gain/(Loss)

We incur exchange gains/losses on US dollar denominated monetary items (including borrowings) at
substantially all of the subsidiaries and associates of Integra Group as their functional currency for reporting
purposes is the Russian ruble. Under such treatment, transactions denominated in foreign currencies are
translated into Russian rubles on incurrence and the carrying values of monetary items are re-translated based on
the Russian ruble to the foreign currency exchange rate at the reporting date with the difference being shown on
our income statement. We do not incur exchange gains/losses on US dollar denominated items at the level of
Integra Group as its functional currency for reporting purposes is the US dollar. We recognized significant
foreign exchange gains of US$8.7 million during the nine months ended September 30, 2006 compared to
exchange losses of US$0.3 million incurred during the nine months ended September 30, 2005. The significant
gain was primarily the result of the sharp depreciation of the US dollar against the Russian ruble and an increase
in the amount of both our short-term and long term debt denominated in US Dollars.

Share of Results of Associates

We hold interests in NNG, SNGF and NGT-G, all of which offer logging services in Western Siberia. These
interests are accounted for under the equity method and the results of operations of these companies are not
consolidated in our financial statements.

Results of Operations

The table below sets forth a summary of our consolidated results of operations for the periods indicated.

Nine months ended Period ended
September 30, December 31,
2006 2005 2005 2004
(in thousands of US dollars, except as indicated)
Sales ... 324941 41,993 97,921 —
Costofsales .......... ... (253,736) (36,083) (76,688) —
Grossprofit ......... ... . ... ... 71,205 5910 21,233 —
Selling, general and administrative eXpenses .. ................... (62,848) (10,132) (23,829) (1,242)
Gain on acquisition and disposal of subsidiaries .................. 225 8,931 16,592 7,904
Impairment of goodwill and losses on
disposal of property, plant and equipment ..................... — (921) (1,038) —
Operating profit .......... .. ... ... .. .. .. ... ... ... ... ... 8,582 3,788 12,958 6,662
Operating Profit Margin .. ....... ... ..., 3% 9% 13% —
Interest inCOme . ....... ... ... 1,194 152 452 11
INterest EXPenSe . . ..o vttt (27,927) (3,025) (7,794) 32)
Exchange gain (10SS) . ... oot 8,707 (345) (1,439) —
Share of results of associates, net of income tax .................. 708 1,961 2,056 —
Profit (loss) before taxation . ................................ 8,736) 2,531 6,233 6,641
Current income tax benefit (eXpense) .. ...........c..coouieninn.. (10,783) 159  (4,153) —
Deferred income tax benefit (expense) . .. ... 3,950 (261) 1,269 —
Total tax exXpense . ..............oiiniiirininnttnnn.. (6,833) 102) (2,884) —
Profit (loss) for the period .................................. (15,569) 2,429 3,349 6,641
Profit (loss) attributable to minority interest ................. 1,501 (209) (540) —
Profit (loss) attributable to shareholders of Integra Group . . .. ... (17,070) 2,638 3,880 6,641
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The table below provides selected information about our segment results for the nine months ended
September 30, 2006 compared to the nine months ended September 30, 2005 and the period ended December 31,
2005 compared to the period ended December 31, 2004. Sales, cost of sales and selling, general and
administrative expenses of individual companies are combined together on a segment basis in order to present

segment results in the format below.

Nine Months Ended Period ended
September 30 December 31
2006 2005 2005 2004

(in thousands of US dollars, except as indicated)

Drilling, Workover and IPM

Sales . 195,231 38,983 70,396 —
Costofsales ...ttt (153,339) (33,760) (57,334) —
Gross profit . ...t 41,892 5,223 13,062 —
Selling, general and administrative expenses .............. (24,977) 4,970) (10,613) —
Operating profit . .........c.c.iuiii .. 16,915 253 2,449 —
Operating profit margin ............. .. ... .. 9% 1% 3% —
Adjusted EBITDA . ... ... i 38,527 3,117 9,885 —
Adjusted EBITDA margin ...............ccoiinennon... 19.7% 8.0% 14.0% n/a
Formation Evaluation
SaleS .t 66,762 3,112 4,968 —
Costofsales ........ ... ... .. i (57,785) (2,323) (3,837) —
Gross profit . ... 8,977 789 1,131 —
Selling, general and administrative expenses .............. (7,610) (346) (1,649) —
Operating profit . ...... ...t 1,367 443 (518) —
Operating profitmargin . ........... ... i . 2% 14% 10)%
Adjusted EBITDA®M ... . . 13,775 675 (132) —
Adjusted EBITDA margin® . .......... .. ... ......... 20.6 % 21.7 % 27% —
Manufacturing
Sales ..o 66,145 — 22,854 —
Costofsales ..........o i (45,808) — (15,527) —
Gross profit . ...t 20,337 — 7,327 —
Selling, general and administrative expenses .............. (8,780) — (2,260) —
Operating profit . ....... ... ... 11,557 — 5,067 —
Operating profit margin ............... ..o iuienon .. 17% 22%
Adjusted EBITDA . ....... ... 16,215 — 5,683 —
Adjusted EBITDA margin ............coviuiinenonn . 24.5% — 249% —
Corporate
Selling, general and administrative expenses .............. (21,482) (4,918) (9,706) (1,242)
Other income / (EXPenses) . . ... ..vverennenenenennen... 225 8,010 15,666 7,904
Operating profit . ...... ... (21,257) 3,092 5,960 6,662
Adjusted EBITDA . ... ... ... (14,002)  (3,760)  (6,597) (1,237)
Elimination of inter-segment sales
SaleS . (3,197) (102) (297) —
Costofsales ............ . .. i 3,197 — (10) —
Gross profit . ... — (102) (287) —
Selling, general and administrative expenses .............. — 102 287 —
Operating profit .......... . i — — — —

(1) Adjusted EBITDA represents profit (loss) before interest income (expenses), exchange gains (losses), income taxes, gain on acquisition
of subsidiaries, loss on disposal of property, plant and equipment, depreciation and amortization, share-based compensation and minority
interest. We present Adjusted EBITDA because we consider it an important supplemental measure of our operating performance and
believe it is frequently used by securities analysts, investors and other interested parties in the evaluation of companies in our industry.
Adjusted EBITDA has limitations as an analytical tool, and you should not consider it in isolation, or as a substitute for analysis of our

operating results as reported under IFRS. Some of these limitations are as follows:

e Adjusted EBITDA does not reflect the impact of financing costs, impact of income taxes, depreciation and amortization, gain on
acquisitions of subsidiaries, loss on disposal of property, plant and equipment, share-based compensation, and exchange costs.

¢ Adjusted EBITDA is also calculated using profits attributable to both shareholders of the Company and minority shareholders of
subsidiaries. By including profits and losses attributable to minority shareholders, Adjusted EBITDA does not reflect the portion of

the consolidated group’s results accruing to shareholders of the Company.
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Other companies in our industry may calculate Adjusted EBITDA differently or may use it for different purposes than we do, limiting its
usefulness as a comparative measure. We rely primarily on our IFRS operating results and use Adjusted EBITDA only supplementally.

Adjusted EBITDA is a measure of our operating performance that is not required by, or presented in accordance with, IFRS. Adjusted
EBITDA is not a measurement of our operating performance under IFRS and should not be considered as an alternative to profit,
operating profit or any other performance measures derived in accordance with IFRS or as an alternative to cash flow from operating
activities or as a measure of our liquidity. In particular, Adjusted EBITDA should not be considered as a measure of discretionary cash
available to us to invest in the growth of our business.

(2) Calculated as Adjusted EBITDA divided by total sales.

Nine Months Ended September 30, 2006 Compared to Nine Months Ended September 30, 2005

Sales

Sales increased by US$282.9 million to US$324.9 million for the nine months ended September 30, 2006
from US$42.0 million for the nine months ended September 30, 2005. Our results of operations for the nine
months ended September 30, 2006 were primarily affected by acquisitions of subsidiaries in all three segments,
most notably our acquisitions of the equipment manufacturers URBO and BI, the seismic services company
TNGF and the drilling services company PNBK, while our results of operations for the nine months ended
September 30, 2005 were primarily affected by acquisitions of the drilling services companies Alliance and BKS,
the formation evaluation services company RGK and to a lesser extent by our workover services companies
Integra KRS, KomiQuest and SRIPNO.

Of the total increase of US$282.9 million in our sales between the nine months ended September 30, 2006
and 2005, US$228.2 million, or 81%, was attributable to incremental sales from the consolidation of companies
that we did not own in the previous period and US$54.7 million, or 19%, was attributable to an increase in sales
among companies that we owned in the previous period and that were fully or partially consolidated into our
results during the nine months ended September 30, 2005. Below we present a timeline showing the period of
consolidation of our subsidiaries acquired or formed for the purpose of reporting our results of operations
between the nine months ending September 30, 2006 and September 30, 2005.

Nine Months Ended September 30, 2005 Nine Months Ended September 30, 2006
1st Quarter 2nd Quarter 3rd Quarter 15t Quarter 2nd Quarter 3rd Quarter
Alliance SRIPNO Integra KRS URBO PNBK ST™M
BKS RGK BI Argillit PBN
Quest TNGF Smith Eurasia
YGF

Of the US$228.2 million increase in sales attributable to consolidation of acquisitions in 2006, US$66.1
million, or 29%, related to acquisitions in the manufacturing segment, US$112.3 million, or 49%, related to
acquisitions in our drilling, workover and IPM services segment and US$49.8 million, or 22%, related to
acquisitions in our formation evaluation services segment. The contribution to sales of our acquisitions within
each segment largely reflects the length of the period of the consolidation from the date of acquisition.

URBO and BI were acquired at the end of September 2005 and did not contribute to total sales for the nine
months ended September 30, 2005 but represented 19% and 16% of our total sales for the nine months ended
September 30, 2006, respectively. TNGF was acquired at the end of December 2005 and, as a result, is not
reflected in our results for the nine months ended September 30, 2005, but represented 13% of our total sales for
the nine months ended September 30, 2006. PNBK was acquired in March 2006 and was not reflected in our
sales for the nine months ended September 30, 2005, but represented 8% of our total sales for the nine months
ended September 30, 2006.

Of the US$54.7 million increase in total sales attributable to our existing companies, US$44.0 million, or
80%, was attributable to an increase in sales of services in the drilling, workover and IPM segment and US$13.8
million, or 25%, was attributable to an increase in total sales of services in the formation evaluation segment.
(excluding US$3.1 million, or 5%, of total sales attributable to inter-segment sales). We had no sales in our
manufacturing segment prior to our acquisition of URBO in September 2005.
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Below is a table detailing our sales by segment, before eliminating intersegment sales:

Segment Sales in US$ thousands and as a % of
Total Sales for the nine months ended

September 30,
Segment 2006 2005
Drilling, Workoverand IPM . .......... .. .. .. ... .. .. .. ..... $195,231 59.5% 38,983 92.6%
Formation Evaluation .............. ... . . . . . . . ... 66,762 20.3% 3,112 7.4%
Manufacturing . . ...... ...ttt e 66,145 20.2% — — %
Subtotal ... ... 328,138 42,095
Less intersegment sales ... ..........uuintii i (3,197) (102)

Consolidated sales . .. ... 324,941 41,993

Alliance and BKS were fully consolidated in our results for the nine months ended September 30, 2006 and
2005 and represented 13% and 7% of total sales for the nine months ended September 30, 2006, respectively, and
50% and 27% of total sales for the nine months ended September 30, 2005, respectively. The decline was
attributable to the new acquisitions.

RGK (including GFS and PGF) was fully consolidated in our results for the nine months ended
September 30, 2006 and was consolidated for four months in our results for the nine months ended
September 30, 2005 and represented US$14.7 million, or 5%, of sales for the nine months ended September 30,
2006 and US$3.2 million, or 8%, of sales for the nine months ended September 30, 2005.

Our other acquisitions in 2006, such as Argillit, PBN, STM, Smith Eurasia and YGF, had a similar but less
significant effect as they were either less significant in size or were owned for too short of a period of time to
contribute significantly to our sales for the nine months ended September 30, 2006.

Drilling, Workover and IPM

Drilling, workover and IPM sales represented 60% of our total sales for the nine months ended
September 30, 2006 compared to 93% for the nine months ended September 30, 2005. The change in sales
composition was directly attributable to our entering the equipment manufacturing business in September 2005
as well as our additional acquisition of formation evaluation businesses, in particular, the seismic business
TNGF, which contributed to a more balanced distribution of sales in the first nine months of 2006 and offset our
dependence on sales from drilling and workover services in the comparable period of 2005.

Sales of drilling, workover and IPM services increased by US$156.2 million to US$195.2 million for the
nine months ended September 30, 2006 from US$39.0 million for the nine months ended September 30, 2005. Of
the total increase of US$156.2 million in the drilling, workover and IPM services segment, US$112.2 million, or
72%, was attributable to sales from the consolidation of acquired companies in the drilling, workover and IPM
services segment that were not owned in the comparable period in 2005, and US$44.0 million, or 28%, was
attributable to increased sales of services by our existing companies in the drilling, workover and IPM services
segment that were consolidated in the comparable period in 2005 for all or a portion of such period depending on
the date of acquisition.

Following its acquisition or formation, the contribution to sales of each subsidiary in our drilling, workover
and IPM services segment for the nine months ended September 30, 2006 compared to the nine months ended
September 30, 2005 was as follows:

Contribution to Sales in US$ millions
and as a % of segment sales for the
nine-month period ended

September 30, September 30,
Company Acquired or formed in: 2006 2005
Alliance .......... ... ... ..., December 2004 40.7 21% 21.0 54%
BKS ... December 2004 23.2 11% 11.5 30%
KomiQuest ..................... March 2005 1.8 1% 4.6 12%
SRIPNO ........ .. ... ... .ot April 2005 — — 1.7 4%
Integra KRS .................... August 2005 17.2 9% 0.2 —
Bl ..o September 2005 52.5 27%  — —
PNBK ...... ... i March 2006 26.9 14% — —
Argillit ... ... ... May 2006 7.9 4% — —
PBN ... . July 2006 15.3 8% — —
Smith Eurasia . .................. August 2006 9.7 5% — —
Total .......................... 195.2 100% 39.0 100%

65



Sales for each of Alliance and BKS increased by approximately 100% between the nine months ended
September 30, 2006 and the nine months ended September 2005. Sales of Alliance increased primarily as a result
of an increase in the volume of work, an increase in prices under our contract with Lukoil-Komi and the
commencement of work under two new contracts which was partially offset by the termination of two existing
contracts. Sales of BKS increased primarily due to two new turnkey contracts, which resulted in 24 wells being
drilled prior to September 30, 2006. Both companies also had additional rigs in service to support the additional
work volumes.

Although we acquired PBN and Smith Eurasia in July and August 2006, respectively, during their brief
period of consolidation, sales comprised 8% and 5% of our total drilling, workover and IPM services sales for the
nine months ended September 30, 2006. PBN operates primarily in Eastern Siberia where the average price per
meter drilled is higher than that of other regions where we operate. Smith Eurasia is one of our largest
acquisitions to date.

We formed Integra KRS in July 2005 to offer our workover services in Western Siberia. Following poor
sales performance by KomiQuest and SRIPNO, we divested our interest in KomiQuest and transferred
SRIPNO’s assets to Integra KRS in April 2006. The sales performance of KomiQuest and SRIPNO are not
directly comparable since these companies were only partially consolidated in 2005 following their acquisition in
May of that year and were only partially consolidated in 2006 as a result of their disposal or transfer.

Formation Evaluation Services

Formation evaluation services sales comprised 20% of total sales for the nine months ended September 30,
2006 compared to 7% for the nine months ended 2005. The change in sales composition was directly attributable
to our additional acquisitions of formation evaluation services businesses in 2006, primarily our acquisition of
the seismic services company TNGF in late December 2005.

Sales of formation evaluation services increased by US$63.7 million to US$66.8 million for the nine months
ended September 30, 2006 from US$3.1 million for the nine months ended September 30, 2005. Of the total
increase in sales of US$63.7 million in the formation evaluation services segment, US$49.9 million, or 78%, was
attributable to the incremental sales from the consolidation of acquired companies that were not owned in the
previous period, US$13.8 million, or 22%, was attributable to increased sales of services by the companies in the
formation evaluation services segment that were consolidated during the comparable period in 2005 for all or a
portion of such period depending on the date of acquisition and the companies that were formed by the Group in
2006. The increase in sales in our existing formation evaluation services businesses was due to an increase in the
volume of logging operations performed.

Following its acquisition or formation, the contribution to sales of each subsidiary in our formation
evaluation services segment for the nine months ended September 30, 2006 compared to the nine months ended
September 30, 2005 was as follows:

Contribution to Sales in US$ millions

and as a % of segment sales for the
nine-month period ended

September 30, September 30,
Company Acquired or formed in: 2006 2005

(in millions of US dollars,
except as indicated)

RGK .............. ... May 2005 0.6 1% 04 13%
PGF ... ... . . May 2005 6.6 10% 0.8 26%
GES ... May 2005 7.5 11% 1.9 61%
TNGF ......... ... .. . .. December 2005 43.9 66% — —
YPGF ........ ... . January 2006 23 3% — —
YGF ..o August 2006 5.9 9% — —
Total .......................... 66.8 100% 3.1 100%

As we did not acquire our formation evaluation services businesses until May 2005, the increase in sales of
logging services by our existing formation evaluation services businesses was due in part to the length of the
period of consolidation which was the full nine months in 2006 compared to only a portion of the period in 2005
and in part to an increase in the volume of logging operations. In addition to sales of logging services, the sales
by RGK related to sales of management services attributable to its management contracts with NNGF, our
associate. We did not offer seismic services in 2005.
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Manufacturing

Manufacturing sales comprised 20% of total sales for the nine months ended September 30, 2006. Results of
operations of our manufacturing segment for the nine months ended September 30, 2006 and 2005 are not
comparable as we commenced our manufacturing business following our acquisitions of URBO at the end of
September 2005. Accordingly, we had no manufacturing sales for the nine months ended September 30, 2005, as
URBO was consolidated into our results as of October 2005.

Sales in our manufacturing segment for the nine months ended September 30, 2006 were US$66.1 million.
Of total sales of US$66.1 million in our manufacturing segment, US$62.2 million, or 94%, was attributable to
sales of equipment by URBO. STM, our oilfield services cementing equipment manufacturer, was acquired at the
end of July 2006 and contributed only US$4.0 million, or 6%, to this segment’s sales for the nine months ended
September 30, 2006.

Costs of Sales

Costs of sales represented 78% of sales for the nine months ended September 30, 2006 compared to 86% of
sales for the nine months ended September 30, 2005. The proportional decrease in the percentage of costs and
corresponding increase in gross margin was due primarily to the addition of our manufacturing companies, in
particular, URBO and BI, which exhibited higher margins than our services companies.

For the nine months ended September 30, 2006, material and supplies, employee costs and services from
third parties represented 24%, 21% and 21% of sales, respectively, as compared with 16%, 30% and 31% of
sales, respectively, for the corresponding period in 2005. Material and supplies costs increased as a percentage of
our cost of sales relative to employee costs and services from third parties due primarily to the addition of our
manufacturing companies which have material and supplies costs as their primary costs of sales.

Our cost of sales increased by US$217.6 million to US$253.7 million for the nine months ended
September 30, 2006 from US$36.1 million for the nine months ended September 30, 2005. The increase was
primarily attributable to the consolidation of our new subsidiaries. The remaining portion was attributable to an
increase in the volume of drilling and workover activity of Alliance, BKS and Integra KRS.

For the nine months ended September 30, 2006, the segment cost of sales for drilling, workover and IPM,
formation evaluation and manufacturing represented 60%, 22% and 18% of cost of sales, respectively, as
compared with 94% and 6% of cost of sales, respectively, for the corresponding period in 2005.

There were no manufacturing sales in 2005 and, therefore, no cost of sales.

Segment Cost of Sales in US$
millions and as a % of Total Cost of
Sales for the nine months ended
Segment September 30,

2006 2005

(in millions of US dollars,
except as indicated)

Drilling, Workoverand IPM .. .......... .. ... ... ... ....... 153.3 60% 33.8 94%
Formation Evaluation ............ .. ... .. ... .. ... ... ..... 57.8 22% 2.3 6%
Manufacturing . ... ..ottt 45.8 18% — —

Drilling, Workover and IPM

Cost of sales for drilling, workover and IPM services increased by US$119.5 million to US$153.3 million
for the nine months ended September 30, 2006 from US$33.8 million for the nine months ended September 30,
2005.

Of the total increase of US$119.5 million, US$75.5 million, or 63%, was attributable to the consolidation of
acquisitions of companies in the drilling, workover and IPM segment that were not owned in the previous period
and US$44.0 million, or 37%, was attributable to an increase in the cost of sales of our existing businesses that
we acquired during or prior to the previous period and that were consolidated into our results for the nine months
ended September 30, 2005 for all or a portion of such period depending on the date of such acquisition Alliance,
BKS and Integra KRS had costs of sales of US$37.3 million, US$19.7 million and US$18.5 million, respectively,
in the nine months ended September 30, 2006 compared to US$18.0 million, US$9.8 million and US$0.3 million,
respectively, in the nine months ended September 30, 2005. The increase in costs of sales in our existing
businesses was due to an increase in the volume of our drilling and workover services business resulting in
higher costs of services procured from third parties and employee cost.
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Services procured from third parties were the largest component of cost of sales of drilling, workover and
IPM services. For the nine months ended September 30, 2006 and 2005, costs of services from third parties
represented 34% and 37%, respectively, of our segment cost of sales. The segment cost of services procured from
third parties increased by US$39.5 million to US$52.1 million for the nine months ended September 30, 2006
from US$12.6 million for the nine months ended September 30, 2005. Of the total increase of US$39.5 million,
US$24.6 million, or 62%, was attributable to companies that did not form a part of our consolidated results for
the nine months ended September 30, 2005 and US$14.9 million, or 38%, was attributable to our existing
companies in the segment that were consolidated in the comparable period in 2005 for all or a portion of such
period depending on the date of acquisition. Alliance, BKS and Integra KRS had costs of services procured from
third parties of US$12.5 million, US$8.1 million and US$6.7 million, respectively, in the nine months ended
September 30, 2006 compared to US$6.6 million, US$4.3 million and US$0.2 million, respectively, in the nine
months ended September 30, 2005. Alliance and BKS are the only companies of our Group fully consolidated in
both periods. Integra KRS was formed in July 2005 and its results are also fully presented in both periods.

Employee costs were the second largest component of cost of sales in the segment. For the nine months
ended September 30, 2006 and 2005, employee costs represented 28% and 34%, respectively, of segment cost of
sales. Employee costs increased by US$30.8 million to US$42.5 million for the nine months ended
September 30, 2006 from US$11.7 million for the nine months ended September 30, 2005. Of the total increase
of US$30.8 million, US$17.9 million, or 58%, was attributable to companies that did not form a part of our
consolidated results for the nine months ended September 30, 2005 and US$12.9 million, or 42%, was
attributable to our existing companies in the segment that were consolidated in the comparable period in 2005 for
all or a portion of such period depending on the date of acquisition. Alliance, BKS and Integra KRS had
employee costs of US$12.2 million, US$5.3 million and US$6.7 million in the nine months ended September 30,
2006 compared to US$5.7 million, US$2.7 million and US$0.1 million in the nine months ended September 30,
2005.

Material costs were the third largest component of cost of sales in the segment. For the nine months ended
September 30, 2006 and 2005, material costs represented 24% and 18%, respectively, of segment cost of sales.
Material costs increased as a percentage of segment costs of sales due to the acquisition of BI, our drilling tools
manufacturing company. We purchased BI in late September 2005 and, therefore, we had no cost of sales of
drilling tools in the nine months ended September 30, 2005. Materials costs increased by US$30.6 million to
US$36.7 million for the nine months ended September 30, 2006 from US$6.1 million for the nine months ended
September 30, 2005. Of the total increase of US$30.6 million, US$18.4 million, or 60%, was attributable to
companies that did not form a part of our consolidated results for the nine months ended September 30, 2005 and
40% was attributable to our existing companies in the segment that were consolidated in the comparable period
in 2005 for all or a portion of such period depending on the date of acquisition. Alliance, BKS and Integra KRS
had material costs of US$9.8 million, US$4.3 million and US$2.6 million, respectively, in the nine months ended
September 30, 2006 compared to US$3.7, US$1.5 and US$0.1 million, respectively, in the nine months ended
September 30, 2005.

For the nine months ended September 30, 2006 and 2005, depreciation and amortization costs represented
13% and 8%, respectively, of segment cost of sales. Depreciation and amortization costs for the segment
increased by US$17.1 million to US$19.8 million for the nine months ended September 30, 2006 from US$2.7
million for the nine months ended September 30, 2005. Of the total increase of US$17.1 million, US$13.2
million, or 77%, was attributable to companies that did not form a part of our consolidated results for the nine
months ended September 30, 2005 and US$3.9 million, or 23%, was attributable to our existing companies in the
segment that were consolidated in the comparable period in 2005 for all or a portion of such period depending on
the date of acquisition. The increase in costs attributable to our existing companies resulted from an increase in
the net book value of fixed assets caused by investments in property, plant and equipment.

The remaining portion of costs of sales of the segment, which we categorize as “other”, increased by
US$1.5 million to US$2.2 million for the nine months ended September 30, 2006 from US$0.7 million for the
nine months ended September 30, 2005. For the nine months ended September 30, 2006 and 2005, other costs
represented 1% and 2%, respectively, of segment cost of sales.

Formation Evaluation

Cost of sales of formation evaluation services increased by US$55.5 million to US$57.8 million for the nine
months ended September 30, 2006 from US$2.3 million for the nine months ended September 30, 2005. Of the
total increase of US$55.5 million, US$45.1 million, or 81%, was attributable to the consolidation of acquisitions
of companies in the segment acquired during 2006 that were not owned in the previous period and US$10.4
million, or 19%, was attributable to an increase in the costs of sales of our existing businesses that we acquired in
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May 2005 and that were consolidated into our results during the nine months ended September 30, 2005. Among
our formation evaluation services companies, RGK, which we acquired in May 2005, were the only companies
with results presented in both periods. RGK had costs of sales of US$12.7 million in the nine months ended
September 30, 2006 compared to US$2.3 million in the nine months ended September 30, 2005. The increase in
costs of sales of RGK was directly attributable to an increase in the volume of activity of our logging companies
held by RGK.

Employee costs were the largest component of cost of sales in the segment. For the nine months ended
September 30, 2006 and 2005, employee costs represented 36% and 47%, respectively, of the segment cost of
sales. Labor is the primary cost component of formation evaluation services. Data gathering is labor intensive
and each seismic field crew consists of anywhere from 80 to 200 people depending on the type of service being
provided. Labor costs increased by US$19.5 million to US$20.6 million for the nine months ended
September 30, 2006 from US$1.1 million for the nine months ended September 30, 2005. Of the total increase of
US$19.5 million, US$18.1 million, or 93%, was attributable to the consolidation of acquisitions of companies in
the segment acquired during 2006 that were not owned in the previous period and US$1.4 million, or 7%, was
attributable to our existing businesses that we acquired in May 2005 and that were consolidated into our results
during the nine months ended September 30, 2005. RGK had employee costs of US$2.4 million in the nine
months ended September 30, 2006 compared to US$1.1 million in the nine months ended September 30, 2005.

Services procured from third parties are the second largest component of cost of sales in the segment. For
the nine months ended September 30, 2006 and 2005, the cost of services procured from third parties represented
22% and 11%, respectively, of segment cost of sales. Services procured from third parties comprise primarily
transportation services for the mobilization and rotation of crews and equipment but also included services
contracted by us from NNGF to perform logging operations in Western Siberia. See “Related Party
Transactions”. The cost of services increased by US$12.3 to US$12.6 million for the nine months ended
September 30, 2006 from US$0.3 million for the nine months ended September 30, 2005. Of the US$12.3
million increase, US$6.1 million, or 50%, was attributable to the consolidation of acquisitions of companies in
the segment acquired during 2006 that were not owned in the previous period and US$6.2 million, or 50%, was
attributable to our existing businesses that we acquired May 2005 and that were consolidated into our results for
the nine months ended September 30, 2005. RGK had costs for services procured from third parties of US$6.5
million in the nine months ended September 30, 2006 compared to US$0.3 million in the nine months ended
September 30, 2005.

Depreciation and amortization was the third largest component of cost of sales in the segment. For the nine
months ended September 30, 2006 and 2005, depreciation and amortization costs represented 21% and 10%,
respectively, of segment cost of sales. Depreciation and amortization in the segment increased by US$12.0
million to US$12.2 million for the nine months ended September 30, 2006 from US$0.2 million for the nine
months ended September 30, 2005. Of the total increase of US$12.0 million, US$11.4 million, or 95%, was
attributable to companies that did not form a part of our consolidated results for the nine months ended
September 30, 2005 and US$0.6 million, or 5%, was attributable to our existing companies in the segment that
were consolidated in the comparable period in 2005 for all or a portion of such period depending on the date of
acquisition. RGK had depreciation and amortization costs of US$0.8 million in the nine months ended
September 30, 2006 compared to US$0.2 million in the nine months ended September 30, 2005. Depreciation
and amortization costs were increasing due to the depreciation of our seismic equipment which has a useful life
of approximately 5 years and requires continuous upgrade.

Material costs were the fourth largest component of cost of sales in the segment. For the nine months ended
September 30, 2006 and 2005, material costs represented 17% and 25%, respectively, of segment cost of sales.
Materials costs increased by US$9.5 million to US$10.1 million for the nine months ended September 30, 2006
from US$0.6 million for the nine months ended September 30, 2005. RGK had material costs of US$2.9 million
in the nine months ended September 30, 2006 compared to US$0.6 million in the nine months ended
September 30, 2005. Materials costs primarily consist of fuel and spare parts used for generators that are used to
support crews working in remote areas.

The remaining portion of costs of sales in the segment, which we categorize as “other”, increased by US$2.2
million to US$2.3 million for the nine months ended September 30, 2006 from US$0.1 million for the nine
months ended September 30, 2005. For the nine months ended September 30, 2006 and 2005, other costs
represented 4% and 7%, respectively, of segment cost of sales.
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Manufacturing

Cost of sales in our manufacturing segment for the nine months ended September 30, 2006 and 2005 were
not comparable as we commenced our manufacturing business following our acquisitions of URBO and BI at the
end of September 2005. Accordingly, we had no segment cost of sales for the nine months ended September 30,
2005.

Cost of sales for the segment was US$45.8 million for the nine months ended September 30, 2006, of which
US$41.4 million was attributable to URBO and US$4.4 million to STM which we acquired at the end of July
2006.

Material costs were the largest component of cost of sales in the manufacturing segment. Material costs
were US$31.0 million, or 68%, of segment cost of sales for the nine months ended September 30, 2006. URBO
had material costs of US$29.7 million, and STM had costs from services procured from third parties of US$1.3
million.

Services procured from third parties were the second largest component of cost of sales in the segment. Cost
of services procured from third parties were US$5.3 million, or 12%, of segment cost of sales for the nine months
ended September 30, 2006. URBO had costs from services procured from third parties of US$4.9 million, and
STM had costs from services procured from third parties of US$0.4 million.

Employee costs were the third largest component of cost of sales in the segment. Employee costs were
US$4.9 million, or 11%, of segment cost of sales of manufacturing for the nine months ended September 30,
2006. URBO had employee costs of US$4.8 million, and STM had employee costs of US$0.1 million.

Depreciation and amortization for the nine months ended September 30, 2006 were US$4.5 million, or 10%,
of cost of sales of manufacturing for the nine months ended September 30, 2006. URBO had depreciation and
amortization costs of US$2.0 million, and STM had depreciation and amortization costs of US$2.5 million.

The remaining portion of cost of sales in the segment, which we categorize as “other”, were US$0.2 million,
or 0.3%, of costs of sales of manufacturing for the nine months ended September 30, 2006.

Selling, General and Administrative Expenses

Selling, general and administrative expenses increased by US$52.7 million to US$62.8 million for the nine
months ended September 30, 2006 from US$10.1 million for the nine months ended September 30, 2005. The
increase was largely due to the inclusion of new subsidiaries in our consolidated results. Our administrative
offices in Moscow represented 34% of total selling, general and administrative expenses and our administrative
offices in the regions outside of Moscow represented 66% of total selling, general and administrative expenses
for the nine months ended September 30, 2006. We expect the proportion of selling, general and administrative
expenses attributed to our regional offices will decrease as we integrate our acquired companies, eliminate
redundancies and analyze the allocation of such costs between operational and administrative expenses.

Employee costs, excluding share-based compensation, were the largest component of selling, general and
administrative expenses. Employee costs represented 42% and 11% of selling, general and administrative
expenses for the nine months ended September 30, 2006 and 2005, respectively. Employee costs increased by
US$21.2 million to US$26.5 million for the nine months ended September 30, 2006 from US$5.3 million for the
nine months ended September 30, 2005. The increase in employee costs was primarily due to the increase in the
number of administrative personnel resulting from the increase in management requirements from our
acquisitions, the introduction of additional corporate functions in our Moscow office and to a lesser extent to the
increase in average salaries resulting from inflation.

Services were the second largest component of selling, general and administrative expenses. Services are
represented by non-production services, which increased due to increased requirements in external consulting,
legal and financial services supporting acquisitions, analysis and improvement of internal controls and budget
and reporting functions. Services represented 26% and 11% of selling, general and administrative expenses for
the nine months ended September 30, 2006 and 20053, respectively. Services increased by US$14.2 million to
US$16.2 million for the nine months ended September 30, 2006 from US$2.0 million for the nine months ended
September 30, 2005.

Share-based compensation represented 11% and 11% of selling, general and administrative expenses for the
nine months ended September 30, 2006 and 2005, respectively. Share-based compensation expense increased to
US$7.0 million for the nine months ended September 30, 2006 from US$1.1 million for the nine months ended
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September 30, 2005. Share-based compensation included both awards granted under the 2005 Stock Option Plan
and the cost associated with the award of 1,000,000 Class B common shares awarded to our chief executive
officer in July 2005. We adopted the 2005 Stock Option Plan in July 2005 and made the first grants of our shares
under the plan at such time. Accordingly, selling, general and administrative expenses for the nine months ended
September 30, 2005 include only three months of expense associated with the awards granted in July 2005. See
Note 15 of our Audited Consolidated Financial Statements for the year ended December 31, 2005 and Note 17 of
our Unaudited Condensed Consolidated Interim Financial Information for the nine months ended September 30,
2006, located elsewhere in this Prospectus, for additional details on share-based compensation.

Selling, general and administrative expenses, which we categorize as “other”, represented 10% and 11% of
selling, general and administrative expenses for the nine months ended September 30, 2006 and 2005,
respectively. Other expenses increased by US$4.9 million to US$6.0 million for the nine months ended
September 30, 2006 from US$1.1 million for the nine months ended September 30, 2005. The increase in “other”
costs as a percentage of our selling, general and administrative expenses was due to an increase in social expenses
resulting from the employee goodwill and community service practices of our newly acquired companies.

Transportation expense represented 2% and 1% of selling, general and administrative expenses for the nine
months ended September 30, 2006 and 2005, respectively. Transportation expense increased by US$1.3 million
to US$1.4 million for the nine months ended September 30, 2006 from US$0.1 million for the nine months ended
September 30, 2005.

Taxes other than income taxes represented 4.4% and 4% of selling, general and administrative expenses for
the nine months ended September 30, 2006 and 2005, respectively. Taxes other than income taxes increased by
US$2.4 million to US$2.8 million for the nine months ended September 30, 2006 from US$0.4 million for the
nine months ended September 30, 2005.

Depreciation expense represented 3% and 1% of selling, general and administrative expenses for the nine
months ended September 30, 2006 and 2003, respectively. Depreciation expense increased by US$1.8 million to
US$1.9 million for the nine months ended September 30, 2006 from US$0.1 million for the nine months ended
September 30, 2005.

Other Operating Expenses
Gain/(Loss) on Acquisition and Disposal of Subsidiaries

Our results are impacted by the results of our acquisition activity. Gains on acquisitions and disposals of
subsidiaries was US$0.2 million for the nine months ended September 30, 2006 representing a gain recognized from
the disposal of Quest. Gain on acquisitions of subsidiaries of US$8.9 million for the nine months ended
September 30, 2005 included a gain of US$9.0 million recognized on the acquisition of RGK and GFS in May
2005.

Gain/(Loss) on Disposal of Property, Plant and Equipment

Loss on disposal of property, plant and equipment increased by US$0.6 million to US$0.7 million for the
nine months ended September 30, 2006 from US$0.1 million for the nine months ended September 30, 2005.

Operating Profit

As a result of the foregoing factors, operating profit increased by US$4.8 million to US$8.6 million in the
first nine months of 2006 from US$3.8 million in the first nine months of 2005. Excluding gains on acquisitions
and disposals of subsidiaries, we had an operating profit of US$8.4 million for the nine months ended
September 30, 2006 compared to an operating loss of US$5.1 million for the nine months ended September 30,
2005. For the nine months ended September 30, 2006 and 2005, our operating profit margin was 3% and 9%,
respectively, and, excluding gains on acquisitions and disposals of subsidiaries, our operating profit margin was
3% and -12%, respectively. Excluding gains on acquisitions and disposals of subsidiaries, the increase in
operating profit margin was due primarily to the acquisitions of BI and URBO which had higher operating
margins relative to our other companies.

Operating profit in our drilling, workover and IPM services segment for the nine months ended
September 30, 2006 increased by US$16.6 million to US$16.9 million from US$0.3 million for the nine months
ended September 30, 2005. Excluding gains/(losses) on acquisition and disposal of subsidiaries, operating profit
as a percentage of segment sales for the nine months ended September 2006 and 2005, was 9% and 1%,
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respectively. Alliance and BKS had an operating profit margin of 1% and -3%, respectively, for the nine months
ended September 30, 2006 compared to 3% and -0.4%, respectively, for the nine months ending September 30,
2005. Although Alliance increased the number of drilling rigs in service period-on-period, we incurred higher
than expected transportation costs as a result of our need to use helicopters to transport to the job site equipment
we purchased after the winter mobilization period. Additionally, an early spring thaw in Komi made roads
impassable and disabled the transportation network contributing to an increase in costs for transporting supplies
to our drilling operations in the region. BKS also increased the number of drilling rigs in service period on
period, however, some rigs were underutilized after a series of dry wells under one contract caused the customer
to suspend drilling operations. These rigs and crews were on stand-by for approximately four months at our cost.

Operating profit in our formation evaluation services segment for the nine months ended September 30,
2006 increased by US$1 million to US$1.4 million from US$0.4 million for the nine months ended
September 30, 2005 Operating profit margin was 2% and 14% for the nine months ended September 30, 2006
and 2005, respectively. Sales for the nine months ended in September 30, 2006 included TNGF sales of US$43.9
million representing 66% of total segment sales for that period but resulted in an operating loss of US$1.4
million due to the seasonality of seismic services. Sales of seismic services generally occur in the first and fourth
quarters, and in the second and third quarters our sales of seismic services are not sufficient to cover the cost of
maintaining a certain number of employees and equipment during the off-season. We are undertaking efforts to
counter the effects of seasonality in sales of seismic services during the second and third quarters through, for
example, our contract in Azerbaijan in September 2006 and our acquisition of Azimuth which has operations in
Kazakhstan.

Operating profit in our manufacturing segment for the nine months ended September 30, 2006 was US$11.6
million. Operating profit margin was 17% for the nine months ended September 30, 2006. Of the total operating
profit in our manufacturing segment, US$12.2 million was attributable to URBO, which was offset in part by a
loss of US$0.6 million attributable to STM. Operating profit in our manufacturing segment for the nine months
ended September 30, 2006 and 2005 was not comparable, as we commenced our manufacturing business
following our acquisition of URBO at the end of September 2005. Accordingly, we had no profit in our
manufacturing segment for the nine months ended September 30, 2005.

Other Income and Expenses

Interest income increased by US$1.0 million to US$1.2 million for the nine months ended September 30,
2006 from US$0.2 million for the nine months ended September 30, 2005. The increase in interest income was
primarily attributable to income from cash held with financial institutions mainly in the form of bank deposits
prior to certain of our acquisitions.

Interest expense increased by US$24.9 million to US$27.9 million for the nine months ended September 30,
2006 from US$3.0 million for the nine months ended September 30, 2005. The increase in interest expense was
primarily as a result of our long-term borrowings, in particular the interest expense arising under the August 2006
Facility Agreement, the ruble-denominated bonds we sold in March 2006 and our 18% Senior Notes. For a more
detailed discussion of our borrowings, see “—Liquidity and Capital Resources” below.

We reported a foreign exchange gain of US$8.7 million for the nine months ended September 30, 2006
compared with a US$0.4 million loss for the nine months ended September 30, 2005. The gain was due to the
appreciation of the ruble against the US dollar in 2006 and the increase in our US dollar-denominated debt. We
incur exchange gains/losses on US dollar denominated monetary items (including borrowings) at substantially all
of the subsidiaries and associates of Integra Group as their functional currency for reporting purposes is the
Russian ruble.

Our share of results in our associates, net of income tax, decreased by US$1.3 million to US$0.7 million for
the nine months ended September 30, 2006 from US$2.0 million for the nine months ended September 30, 2005.
The decrease is primarily the result of the gain on the acquisition of SNGF that was attributed to our share of
results in our associates for the nine months ended September 30, 2005.

Income Taxes

Total income tax expense for the nine months ended September 30, 2006 was US$6.8 million compared to
US$0.1 million for the nine months ended September 30, 2005. Loss before taxation for the nine months ended
September 30, 2006 was US$8.7 million, including income from associates of US$0.7 million. For the nine
months ended September 30, 2005, profit before taxation was US$2.5 million, including income from associates
of US$2.0 million. Our tax expenses reflects the fact that we were unable, however, to obtain tax benefits for a
significant portion of our interest and other expenses that were incurred by entities that do not generate taxable
income to offset such expenses.
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We are unable to obtain tax benefits for a significant portion of our interest expense and other expenses
incurred by entities or in jurisdictions where we do not generate taxable income to offset such expenses. This
significantly increased our effective tax rate for the nine months ended September 30, 2006 and 2005.

Profit for the period

Although operating profit increased between the periods, profit for the period decreased by US$18.0
million, resulting in a loss of US$15.6 million for the nine months ended September 30, 2006 from a profit of
US$2.4 million for the nine months ended September 30, 2005. The decrease in profit for the period in the nine
months ended September 30, 2006 was primarily attributable to an increase in interest expense and income tax
expense, which was partially offset by a foreign exchange rate gain.

Year Ended December 31, 2005 Compared to Year Ended December 31, 2004

Our results of operations for the years ended December 31, 2005 and 2004 are not comparable given that
our operations essentially commenced on January 1, 2005 following our acquisitions of Alliance and BKS at the
end of December 2004. Accordingly, the year ended December 31, 2005 includes a full year of Alliance’s and
BKS’ activities as well as more than seven months of the RGK (including PGF and GFS) and three months of
URBO and BI’s operations. Our acquisition of TNGF at the end of December 2005 did not have an effect on our
performance in 2005.

Sales

As discussed above, we commenced operating activities from the year ended December 31, 2005, and no
sales were recorded for the year ended December 31, 2004. Total sales for the year ended December 31, 2005
were US$97.9 million.

Drilling, Workover and IPM Services

Sales of drilling, workover and IPM services represented US$70.4 million, or 72%, of our total sales for the
year ended December 31, 2005. Of this amount, US$28.6 million, or 41%, was attributable to Alliance, US$16.6,
million, or 24%, to BK Sever, US$12.7 million, or 18%, to BI and US$7.4 million, or 11%, was attributable to
KomiQuest, which we acquired in March 2005 and divested in March 2006, and US$2.4 million, or 3%, was
attributable to Integra-KRS, which we formed in July 2005.

Formation Evaluation Services

Sales of formation evaluation services represented US$5.0 million, or 5%, of our total sales for the year
ended December 31, 2005. Of this amount, US$3.2 million, or 65%, was attributable to GFS and US$1.7 million,
or 35%, was attributable to RGK (including PGF but excluding GFS). Both companies were acquired in May
2005.

Manufacturing

Sales of manufacturing equipment comprised US$22.9 million, or 23%, of our total sales for the year ended
December 31, 2005. All of the sales in the manufacturing segment were attributable to URBO, which was
acquired in September 2005.

Cost of Sales

Since we commenced operating activities in the year ended December 31, 2005, no sales were recorded for
the year ended December 31, 2004 and there were no costs of sales in 2004.

Cost of sales for the year ended December 31, 2005 was US$76.7 million, or 78%, of total sales. Of this
amount, US$66.2 million, or 86%, was attributable to materials and employee costs and the costs of services
procured from the third parties. On a segment basis, cost of sales for the year ended December 31, 2005 as a
percentage of total cost of sales:

Segment Cost of Sales

in US$ millions and as a %
of Total Cost of Sales for the

Segment year ended December 31, 2005
Drilling, Workoverand IPM .. ... ... .. .. .. .. ... .. ... ... 57.3 75%
Formation Evaluation ............... ... ... ... ... ... ...... 3.8 5%
Manufacturing .. ...... ...t 15.5 20%



Material costs were the largest component of cost of sales. Material costs for the year ended December 31,
2005 were US$24.8 million, or 32%, of total cost of sales for the year ended December 31, 2005 and 25% of total
sales. Material costs were the largest component of cost of sales for manufacturing and, for the year ended
December 31, 2005, were US$11.28 million, or 76%, of segment cost of sales. Material costs were the second
largest component of cost of sales of formation evaluation services and, for the year ended December 31, 2005,
were US$1.03 million, or 27%, of segment cost of sales and 21% of segment sales. Material costs were the third
largest component of cost of sales for drilling, workover and IPM services and, for the year ended December 31,
2005, were US$12.53 million, or 22%, of segment cost of sales and 18% of segment sales.

Employee costs were the second largest component of cost of sales. Employee costs for the year ended
December 31, 2005 were US$21.24 million, or 28%, of our total cost of sales for the year ended December 31,
2005 and 22% of total sales. Employee costs were the largest component of cost of sales for drilling, workover
and IPM services and, for the year ended December 31, 2005 were US$18.95 million, or 33%, of segment cost of
sales and 27% of segment sales. Employee costs were also the largest component of cost of sales for formation
evaluation services and, for the year ended December 31, 2005 were US$1.54 million, or 40%, of segment cost
of sales and 31% of segment sales. Employee costs were the fourth largest component of cost of sales for
manufacturing and, for the year ended December 31, 2005, were US$0.2 million, or 1%, of cost of sales and 1%
of segment sales.

Services procured from third parties were the third largest component of cost of sales. The cost of services
procured from third parties for the year ended December 31, 2005 was US$20.1 million, or 26%, of our total cost
of sales for the year ended December 31, 2005 and 21% of total sales. Services procured from third parties were
the second largest component of cost of sales for drilling, workover and IPM services and, for the year ended
December 31, 2005, were US$16.8 million, or 29%, of segment cost of sales and 24% of segment sales. The cost
of services procured from third parties were also the second largest component of cost of sales for manufacturing
and, for the year ended December 31, 2005 were US$2.8 million, or 19%, of segment cost of sales and 12% of
segment sales. Services procured from third parties were the third largest component of cost of sales of formation
evaluation services and, for the year ended December 31, 2005, were US$0.6 million, or 15%, of segment cost of
sales and 12% of segment sales.

Depreciation and amortization costs for the year ended December 31, 2005 were US$8.3 million, or 11%, of
our total cost of sales for the year ended December 31, 2005. Depreciation and amortization costs for drilling,
workover and IPM services for the year ended December 31, 2005 were US$7.3 million, or 13%, of segment cost
of sales. Depreciation and amortization costs of formation evaluation services for the year ended December 31,
2005 were US$0.4 million, or 10%, of segment cost of sales. Depreciation and amortization costs for
manufacturing for the year ended December 31, 2005 were US$0.6 million or 4% of segment cost of sales.

The remaining portion of our costs of sales, which we categorize as other, were US$2.16 million, or 3%, of
our total cost of sales for the year ended December 31, 2005. Of this amount, other represented US$1.8 million,
or 3%, of cost of sales for drilling, workover and IPM, US$0.31 million, or 8%, of cost of sales for formation
evaluation services and US$0.62 million or 4% of cost of sales for manufacturing.

Selling, general and administrative expenses

Selling, general and administrative expenses increased by US$22.6 million to US$23.8 million for the year
ended December 31, 2005 from US$1.2 million for the year ended December 31, 2004. The increase was
primarily due to the inclusion of new subsidiaries in our consolidated results.

Employee costs, excluding share-based compensation, are the largest component of selling, general and
administrative expenses. Employee costs represented 49% of selling, general and administrative expenses for the
year ended December 31, 2005. Employee costs increased by US$11.0 million to US$11.7 million for the year
ended December 31, 2005 from US$0.7 million for the year ended December 31, 2004. The increase in employee
costs was due primarily to an increase in the total number of administrative personnel resulting from increased
administrative requirements following our acquisitions and increased average salaries resulting from inflation.

Services costs are the second largest component of selling, general and administrative expenses. Services
costs represented 15% of selling, general and administrative expenses for the year ended December 31, 2005.
Services costs increased by US$3.0 million to US$3.6 million for the year ended December 31, 2005 from
US$0.5 million for the year ended December 31, 2004. The increase was attributable to the increased
requirements in external consulting, legal and financial services procured to support our acquisitions, analysis
and improvement of internal controls and budget and reporting functions.
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Share-based compensation represented 13% of selling, general and administrative expenses. Share-based
compensation was US$3.0 million for the year ended December 31, 2005. There was no share-based
compensation for the year ended December 31, 2004. Share-based compensation includes both awards granted
under the 2005 Stock Option Plan and the cost associated with the award of 1,000,000 Class B common shares to
our chief executive officer in July 2005. We adopted the 2005 Stock Option Plan in July 2005 and incorporated
our first grants of our shares under the plan at that time. Accordingly, selling, general and administrative
expenses for the year ended December 31, 2004 included no expenses for share-based compensation, as no
awards were granted in 2004 and for the year ended December 31, 2005 included the expense associated with the
awards granted only from July 2005 forward. See our Audited Consolidated Financial Statements for the year
ended December 31, 2005, located elsewhere in this Prospectus, for additional details on share-based
compensation.

Transportation expense represented 4% of selling, general and administrative expenses for the year ended
December 31, 2005. Transportation expense was US$0.8 million for the year ended December 31, 2005. There
was no transportation expense for year ended December 31, 2004.

Taxes other than income taxes represented US$0.2 million or 1% of selling, general and administrative
expenses for the year ended December 31, 2005.

Depreciation expense represented US$0.1 million or 0.5% of selling, general and administrative expenses
for the year ended December 31, 2005.

The remaining portion of our selling, general and administrative expense, which we categorize as “other”,
represented US$4.5 million or 19% of our selling, general and administrative expense for the year ended
December 31, 2005. These expenses included losses on the disposal of miscellaneous items of property, plant and
equipment.

Other Operating Expenses
Gain/(Loss) on Acquisition of Subsidiaries

Gains on acquisition of subsidiaries increased by US$8.7 million to US$16.6 million for the year ended
December 31, 2005 from US$7.9 million for the year ended December 31, 2004. As discussed above, our results
were impacted by the results of our acquisition activity. The gains in 2005 included a gain of US$9.0 million
recognized on the acquisition of RGK and GFS in May 2005 and a gain of US$7.6 million recognized on the
acquisition of TNGF in December 2005. We believe the gain from both of these acquisitions resulted from the
seller’s underestimation of the value of the acquirees’ operations and their dependence on a narrower customer
base than ours. The gain on acquisition of subsidiaries in 2004 resulted from our acquisition of BKS in December
2004. This gain was attributed to liquidity problems experienced by the previous owners of BKS.

Impairment of Goodwill

Impairment of goodwill was US$0.9 million for the year ended December 31, 2005. No such impairment
was recognized for the year ended December 31, 2004. Impairment of goodwill related to our April 2005
purchase of SRIPNO and its lower than expected operational performance and prospects following our
acquisition. In April 2006, we transferred the assets of SRIPNO to Integra KRS.

Gain/(Loss) on Disposal of Property, Plant and Equipment

Losses on disposal of property, plant and equipment were US$0.11 million for the year ended December 31,
2005. No such expense was recognized for the year ended December 31, 2004.

For the year ended December 31, 2005, gains on acquisitions of subsidiaries, impairment of goodwill and
losses on the disposal of property plant and equipment represented 17%, 1% and 0.1% of consolidated sales,
respectively. Since we had no operating activity in 2004, no comparative information exists.

Operating Profit

As a result of the foregoing factors, operating profit for the year ended December 31, 2005 increased by
US$6.3 million to US$13.0 million from US$6.7 for the period ended December 31, 2004. Excluding gains/
(losses) on acquisitions of subsidiaries, operating losses for the period ended December 31, 2005 and 2004 were
US$3.6 million and US$1.2 million, respectively.
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Operating profit in our drilling, workover and IPM services segment for the year ended December 31, 2005
was US$2.5 million. Excluding gains/(losses) on acquisition of subsidiaries, operating profit as a percentage of
segment sales for the year ended December 31, 2005 was 3.5%.

Operating loss in our formation evaluation services segment for the year ended December 31, 2005 was
US$0.5 million. Excluding gains/(losses) on acquisition of subsidiaries, operating loss as a percentage of
segment sales for the year ended December 31, 2005 was 10%.

Operating profit in our manufacturing segment for the year ended December 31, 2005 was US$5.1 million.
Excluding gains/(losses) on acquisition of subsidiaries, operating profit as a percentage of segment sales for the
year ended December 31, 2005 was 22%.

Other Income and Expenses

Interest income increased by US$0.4 million to US$0.5 million for the year ended December 31, 2005 from
nil for the year ended December 31, 2004. The increase in interest income was primarily attributable to income
from cash held with financial institutions mainly in the form of bank deposits.

Interest expense increased to US$7.8 million for the year ended December 31, 2005 from nil for the year
ended December 31, 2004. The increase in interest expense was primarily as a result of interest expense under
the September 2005 Facility Agreement, the 18% Senior Notes we issued in May 2005 and our short-term ruble-
denominated borrowings. See a more detailed discussion of our borrowings in “—Liquidity and Capital
Resources” below.

We recorded a foreign exchange loss of US$1.4 million for the year ended December 31, 2005. The losses
resulted from the appreciation of the US dollar against the ruble in 2005. The exchange rate increased from 27.75
rubles per US dollar as of December 31, 2004 to 28.78 rubles per US dollar as of December 31, 2005. We had no
foreign exchange impact for the year ended December 31, 2004. We incur exchange gains/losses on US dollar
denominated monetary items (including borrowings) at substantially all of the subsidiaries and associates of
Integra Group as their functional currency for reporting purposes is the Russian ruble.

Our share of results in our associates amounted to US$2.1 million for the year ended December 31, 2005.
This included US$0.8 million of income from NNGF/NGT, US$0.1 million of income from SNGF and a gain of
US$1.2 million representing the excess of the fair value of the identified net assets of SNGF over our cost of
acquisition. We acquired minority interests in each of these companies in May 2005.

Income Taxes

Total income tax expense for the year ended December 31, 2005 was US$2.9 million. There was no income
tax for the year ended December 31, 2004.

The increase in income tax expense for the year ended December 31, 2005 was due to the increase in our
operations as well as to deferred tax assets not recognized by us. US$2.5 million of deferred tax assets were not
recognized in 2005, including US$1.8 million relating to accumulated tax losses expiring between 2014 and 2015
and US$0.7 million relating to accumulated losses that do not have an expiration date. In addition,
non-deductible expenses at our Russian subsidiaries increased resulting in income tax expense of US$1.0 million
for the year ended December 31, 2005. There were no income tax expenses for the year ending December 31,
2004 as we had no income generating activity.

Minority interest

Minority interest in loss of subsidiaries was US$0.5 million for the year ended December 31, 2005. Minority
interest in loss of subsidiaries consisted primarily of our share in the net losses of certain of our minority
subsidiaries, in particular, KomiQuest, in the amount of US$0.3 million, BI’s subsidiary, NPO Burovaya
Technika, in the amount of US$0.2 million.

Profit for the period

Profit for the period decreased by US$3.3 million, or 50%, to US$3.3 million for the year ended
December 31, 2005 from US$6.6 million for the year ended December 31, 2004. The decrease in our profit for
the year ended December 31, 2005 was primarily attributable to growth in our selling, general and administrative
expenses, interest expense, and foreign exchange losses and current income tax. The profit we experienced for
the period ending December 31, 2004 was primarily the result of gains recognized on the acquisition of our first
two subsidiaries in the amount of US$7.9 million.
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Liquidity and Capital Resources

To date, our growth has been financed with both short-term and long-term borrowings, denominated
primarily in rubles and US dollars, as well as sales of our shares. In the near term, we expect our primary sources
of liquidity to be cash provided from operating activities, debt and equity offerings, including the proceeds of our
Offering, and bank loans obtained by our subsidiaries. Our principal financing requirements have been, and
continue to be, strategic acquisitions and capital expenditures.

We intend to limit our borrowing in US dollars and primarily finance our capital requirements through ruble
borrowings to match our largely ruble-denominated revenues and costs. We also intend to increase the proportion
of long-term debt instruments as part of our overall borrowings. For example, in December 2006, we issued
bonds with aggregate principal amount of RUR 3.0 billion, (equivalent to US$114.5 million) that matures in
November 2011.

Cash Flows

As discussed elsewhere in this Prospectus, we commenced operations during 2004. Accordingly, our
activities in 2004 were not nearly as extensive as they were in 2005 and 2006. The table below shows our net
cash flows from operating, investing and financing activities for the nine months ended September 30, 2006 and
2005 and for the period ended December 31, 2005 and 2004.

Nine months Period ended
ended September 30, December 31,
2006 2005 2005 2004
(in thousands of US dollars)
Net cash used in operating activities ... .............c.c.ouuenen.. (21,443) (8,161) (6,830) (1,639)
Net cash used in investing activities . .................c.... oo, (295,171) (74,817) (116,142) (2,631)
Net cash provided by financing activities . ....................... 366,386 104,586 143,989 5,000

Operating activities

Net cash used in operating activities was US$21.4 million for the nine months ended September 30, 2006
and US$8.2 million for the nine months ended September 30, 2005. Net cash used in operating activities included
investments in working capital totaling US$60.8 million for the nine months ended September 2006 and US$6.0
million for the nine months ended September 30, 2005. Excluding investments in working capital, net cash
provided by operating activities was US$39.4 million in the first nine months of 2006 compared to net cash used
in operating activities of US$2.2 million in the first nine months of 2005. The US$21.4 million of net cash used
in operating activities in the first nine months of 2006 was largely financed by short-term borrowings. Net cash
used in operating activities was US$6.8 million and US$1.6 million for the years ended December 31, 2005 and
2004, respectively. Net cash used in operating activities increased in each period as a result of working capital
requirements primarily to support the growth of our operations. See “—Working Capital” below and Note 4 to
the Audited Consolidated Financial Statements.

Investing activities

Net cash used in investing activities was US$295.2 million and US$74.8 million for the nine months ended
September 30, 2006 and 2005, respectively, and US$116.1 million and US$2.6 million for the years ended
December 31, 2005 and 2004, respectively.

During the nine months ended September 30, 2006 and 2005, US$206.2 million and US$68.4 million,
respectively, was used for the acquisition of new subsidiaries and US$91.5 million and US$6.6 million,
respectively, was used for purchases of property, plant and equipment. For the years ended December 31, 2005
and 2004, US$99.8 million and US$2.0 million, respectively, was used for the acquisition of new subsidiaries,
and US$15.9 million and US$0.1 million, respectively, was used for purchases of property, plant and equipment.
See “—Company Acquisitions”.

In the nine months ended September 30, 2006, we significantly increased our acquisition activities over
2005 in terms of the number of acquisitions completed and the value of each acquisition. Among the companies
we acquired were Smith Eurasia for US$139.5 million, PNBK for US$22.8 million, STM for US$16.2 million,
PBN for US$20.0 million and effective control of YGF for US$78.0 million. Cash outflow related to these
acquisitions, net of cash acquired, totaled US$206.2 million during the nine months ended September 30, 2006.
We also significantly increased our cash outflows associated with capital expenditures to US$91.5 million for the
first nine months of 2006 from US$15.9 million in 2005, which we used principally to upgrade our drilling rigs
and purchase new logging equipment.
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During 2005, we significantly increased our acquisition activities over 2004, including acquiring BI for
US$42.2 million, TNGF for US$29.8 million, URBO for US$28.8 million and other purchases totaling US$8.2
million. Cash outflow related to these acquisitions, net of cash acquired, totaled US$99.8 million during 2005.
We also significantly increased our cash spent on capital expenditures to US$15.9 million in 2005 from US$0.1
million in 2004, which we used principally to purchase new equipment for our workover business and to upgrade
our drilling rigs.

In 2004, the first year of our operations, we acquired a combination of cash and shares in BKS, Tarpan and
Paritet. At that time, Tarpan and Paritet owned the companies that today form Alliance. Total cash outflow, net
of cash acquired, for these acquisitions was US$2.0 million. Total cash used in investing activities during 2004
was US$2.6 million, of which US$0.1 million was used for purchases of property, plant and equipment and
US$0.4 million was used to make loans to BKS to meet current operating needs prior to its acquisition by us.

Financing activities

Net cash provided by financing activities was US$366.7 million and US$104.6 million for the nine months
ended September 30, 2006 and 2003, respectively, and US$144.0 million and US$5.0 million for the years ended
December 31, 2005 and 2004, respectively.

The net cash provided by financing activities was used to finance our acquisitions and our investments in
working capital.

We have financed our investing and operational activities using a mixture of debt and equity financing.
During 2004, we raised US$3.0 million through an issuance of Series A convertible preferred shares at US$4.00
per share. We also raised an additional US$2.0 million through a loan from Value Recovery Fund Limited in
December 2004.

During 2005, we issued 1,176,471 Series B convertible preferred shares at US$34.00 per share. Net
proceeds from the issuance totaled US$39.4 million. Our significant long-term borrowing activities included
US$90.0 million raised from the September 2005 Facility Agreement entered into with J.P. Morgan Europe
Limited, as agent, for a group of lenders, US$14.4 million from the issuance of 18% Senior Notes, US$9.3
million from International Moscow Bank, or IMB, and US$8.7 million from Sberbank. The remaining
borrowings of US$13.5 million relate primarily to drawdowns of our short-term revolving credit facilities from
Ukhtabank, Sberbank, Zapsibkombank, Promtorgbank and Klientskiy Bank.

During 2005, we also repaid borrowings of US$31.4 million, primarily relating to our short-term revolving
credit facilities and outstanding short-term borrowings of the companies we acquired.

During the nine months ended September 30, 2006, we issued 444,445 Class A common shares at
US$225.00 per share. Net proceeds from the issuance totaled US$95.4 million. Our significant long-term
borrowing activities during this period included (i) issuance of a three year ruble-denominated bond with an
aggregate principal amount equivalent to US$74.7 million, (ii) refinancing US$12.5 million of the 18% Senior
Notes with US$15.0 million of 11% Senior Notes, (iii) a US$7.0 million loan from NOMOS-Bank, and (iv) a
series of ruble-denominated long-term loans from Alfa-Bank, an affiliate of Alfa Capital Holdings (Cyprus)
Limited, one of the managers in the Offering, for the equivalent of approximately US$15.0 million. We also
entered into a series of short-term facility agreements, of which the most significant were the US$75.0 million
August 2006 Facility Agreement with Renaissance Securities, an affiliate of Renaissance Capital, one of the
Managers, a US$67.2 million bridge loan facility from Alfa-Bank and a US$37.3 million bridge loan facility
from IMB.

During the nine months ended September 30, 2006, we also repaid borrowings of US$50.9 million,
primarily relating to our short-term revolving credit facilities and the outstanding short-term borrowings of the
companies we acquired.

Working Capital

As of September 30, 2006, and December 31, 2005 and 2004, we had cash and cash equivalents of US$67.3
million, US$21.5 million and US$0.7 million, respectively, which was primarily ruble-denominated.

As of September 30, 2006, we had negative working capital of US$131.2 million. Our working capital at
December 31, 2005 was US$30.9 million, representing an increase of US$42.2 million from our negative
working capital of US$11.3 million at December 31, 2004. We define working capital as current assets less
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current liabilities. The substantial deterioration in our working capital position as of September 30, 2006 was
primarily due to a substantial increase in the level of short-term borrowings used to finance our operations and
our acquisitions. Between July 2006 and September 2006, we entered into several agreements for short-term
borrowings in the form of bridge loans totaling approximately US$205.0 million, including US$180.0 million in
short-term borrowings from Renaissance Capital, IMB and Alfa-Bank discussed above. See “—Cash Flows”.
These short-term borrowings were used to acquire Smith Eurasia and PBN and obtain effective control of YGF,
to finance capital expenditures and purchase equipment and supplies for the 2007 contract season, primarily for
the drilling, workover and IPM segment. After September 30, 2006, we have repaid US$104.6 million of these
short-term borrowings with the proceeds of a five-year ruble-denominated bond with an aggregate principal
amount equivalent to US$114.5 million and currently expect to repay additional short-term borrowings from the
proceeds of the Offering. See “—Recent Developments” and “Use of Proceeds”. The improvement in our
working capital position as of December 31, 2005 compared to December 31, 2004 was primarily due to an
increase in the proportion of our total borrowings comprised of long-term debt and by the acquisition of cash
generating companies, primarily URBO and BI.

As required by IFRS, because the waiver with respect to the default under the August 2006 Facility
Agreement was received after December 31, 2006, the full carrying value as of that date of all borrowings
containing cross-default provisions will be classified as current liabilities in the Company’s consolidated balance
sheet at December 31, 2006.

Assuming completion of the Offering, we believe we have sufficient working capital to meet our
requirements for at least the next twelve months. However, we are dependent upon the continued availability of
debt at attractive rates and equity at valuations reflecting our expectations of the business and certain other
factors. See Note 4 to the Audited Consolidated Financial Statements, “Risk Factors—Risks Related to Our
Business” and “—Risks Related to Financial Matters”.

Capital Expenditures
Our business is capital-intensive and expenditures are required to upgrade our manufacturing facilities and
to maintain, replenish and expand our inventory of rigs and other oilfield service equipment.

Our capital expenditures including acquisition of property, plant and equipment and intangible assets during
the first nine months of 2006 and for each of the years ended December 31, 2005 and 2004 amounted to the
following:

Nine months Period ended

Septilllrtlllfgr 30, —December 31,
2006 2005 2004
(in thousands of US dollars)_
Drilling, workover and IPM . . ... ... . . 65,514 16,248 —
Formation evaluation . ........... ... 21,525 672 —
Manufacturing . . ... ...t e 9,126 199 —
COTPOTALE . o v ettt e e e e e e e e e e e e e e e e — — 128
Total . ... 96,165 17,119 128

Our capital expenditures for the acquisition of property, plant and equipment and intangible assets during
the first nine months of September 2006 were US$96.2 million, which were used (i) in our drilling business for
modernization and upgrades to our drilling rigs, to purchase new workover rigs, transportation and other
equipment required to expand our workover business, (ii) to purchase additional seismic stations for our
formation evaluation services segment, (iii) to purchase production capacity in Tyumen for our manufacturing
segment to meet the expected capacity requirements for our drilling rigs production and to purchase and upgrade
equipment for our manufacturing business, (iv) to purchase various machines and other equipment for the
production of drilling tools, and (v) for purchases of new logging equipment. Our most significant projects
included, in our formation evaluation services segment, the replacement of fully depreciated seismic equipment
at TNGF and, in our drilling, workover and IPM segment, the purchase of new machines used for the production
of drilling tools at BI.

During 2005, our first full year of operations as a consolidated Group, we invested US$15.9 million in our
property, plant and equipment. We used these funds to purchase new equipment to start our workover business,
modernize and repair our drilling rig fleet and purchase new logging equipment.

In 2004, the first year of our operations, we invested US$0.1 million in property, plant and equipment for
purchases of office furniture, computers and other office equipment.
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In 2007, we anticipate making capital expenditures of approximately US$190 million. A significant portion
of our capital expenditures will be directed to our drilling, workover and IPM segment for the purchase of new
mobile drilling rigs, the upgrade of existing rigs required to be put in service to meet contract requirements and
acquisition of coil tubing technology. In our formation evaluation services segment we plan to purchase
additional seismic wires and seismic stations. In our manufacturing segment we plan to expand manufacturing
capacity in Tyumen and Ekaterinburg and purchase additional equipment to assist in our continued shift in
production of components away from third parties to in-house manufacturing. We also expect to use these funds
to develop a repair and maintenance business for our drilling rigs and a leasing business for our drilling tools. We
currently expect less than 25% of our budget for capital expenditure will be devoted to maintenance of capital
equipment. The actual amount of our capital expenditures for 2007 will be influenced by the volume of services
contracted, the specific requirements of our customers and the approvals granted by of our Board of Directors.

We anticipate that the funds necessary to meet our current capital requirements and those to be incurred in
the foreseeable future (including with respect to any possible acquisitions) will come from cash currently on
hand, from operating cash flows and from debt and equity financings from Russian and international lending
institutions and capital markets.

Borrowings
Overview

Since our inception in March 2004 and through September 30, 2006, we have raised US$660.4 million in
total capital, of which US$461.1 million was raised in the form of borrowings. After September 30, 2006, we
have raised the equivalent of approximately US$232.3 million in additional borrowings. See “—Recent
Borrowings” below for a description of our additional borrowings since September 30, 2006.

We have used our borrowings primarily to finance our acquisitions and, to a lesser extent, to support our working
capital position. Below is a discussion of our significant borrowing arrangements. For additional information on this
debt, please refer to the discussion below, as well as the notes to our Consolidated Financial Statements contained
elsewhere in this Prospectus. For a description of some of the risks associated with certain of our indebtedness, please
refer to the section of this Prospectus entitled “Risk Factors”.

The weighted average interest rates of our outstanding total borrowings by currency at September 30, 2006
and December 31, 2005 and 2004 are outlined in the table below.

Total borrowings
Weighted average interest rate at:

September 30, December 31, December 31,
2006

2005 2004
Ruble-denominated borrowings .. ............. .. .. .. .. ... ... 10.1% 12.5% 17.3%
US dollar-denominated borrowings . ........................... 15.0% 18.9% 25.0%
Euro-denominated borrowings . .......... .. ... .. .. .. . ... 8.8% 7.9% 0.0%
Recent Borrowings

Subsequent to September 30, 2006, we entered into a number of financing agreements, each of which is
summarized below. Through these additional borrowings, we raised the equivalent of US$224.9 million
primarily in ruble-denominated loans.

* KB Aljba-Alliance. 1G Holdings and BI each entered loan agreements with KB Aljba Alliance or one of
its affiliates as follows:

e Fiske Assets Limited. On December 11, 2006, IG Holdings Limited entered into a loan agreement
with Fiske Assets Limited, an affiliate of KB Aljba Alliance, in the amount of US$3.9 million. The
loan bears interest at 13% per annum and is due to be repaid on February 28, 2007. The loan is
unsecured and has no covenants.

* KB Aljba-Alliance. On December 11, 2006, BI entered into a loan agreement with KB Aljba-
Alliance in the amount of RUR 160 million. The loan bears interest at 13% per annum and is due to
be repaid on February 28, 2007. The loan is secured by a pledge of certain assets of S.L. Capital
Services Limited.

*  Sberbank. TNGF entered into a loan agreement with Sberbank and YGF entered into two loan
agreements with Sberbank as follows:
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e On October 25, 2006, YGF entered into a loan agreement with Sberbank in the amount of RUR
269.4 million of which RUR154.5 has been drawn. The loan bears interest at 10.4% per annum and
is due to be paid in equal quarterly installments beginning January 28, 2008 through October 23,
2009. The loan is secured by a pledge of certain assets of YGF.

e On November 22, 2006, YGF entered into a loan agreement with Sberbank in the amount of RUR
87.0 million. The loan bears interest at 9% per annum and is due to be repaid on November 21,
2007.

e On November 30, 2006, TNGF entered into a loan agreement with Sberbank in the amount of RUR
190.0 million. The loan bears interest at 9% per annum and is due to be repaid on November 29,
2007.

Alfa-Bank. Each of URBO, NPO Burovaya Technika and YGF entered into loan agreements with Alfa-
Bank as follows:

*  On October 31, 2006, YGF entered into a loan agreement with Alfa-Bank in the amount of RUR
668.7 million. The loan bears interest at 10.9% per annum and is due to be repaid on October 30,
2008. The loan is guaranteed by URBO, BI, Integra KRS, BKA, BKS and PBNK and is also
secured by a pledge of fixed assets of Integra KRS, BKA, BKS and PNBK. Among other things, the
loan agreements impose limits on the total bank debt and guarantees of certain of our subsidiaries,
require the borrower to maintain, together with the guarantors, certain minimum activity in bank
accounts with the lender.

*  On November 23, 2006, NPO Burovaya Technika entered into a loan agreement with Alfa-Bank in
the amount of RUR 66.5 million. The loan bears interest at 10% per annum and is due to be repaid
on May 23, 2007. The loan is guaranteed by URBO, BI and IG Holdings Limited. Among other
things, the loan agreements impose limits on the total bank debt and guarantees of certain of our
subsidiaries, require the borrower to maintain, together with the guarantors, certain minimum
activity in bank accounts with the lender.

*  On December 14, 2006, URBO entered into a loan agreement with Alfa-Bank in the amount of
RUR 1,312 million. The loan bears interest at 10.5% and is due to be repaid upon the earlier of
December 13, 2007 or within ten days of the initial public offering of our shares. The loan is
guaranteed by BI, BKA, PNBK, IG Holdings Limited and Integra Group. Among other things, the
loan agreements impose limits on the total bank debt and guarantees of certain of our subsidiaries,
require the borrower to maintain, together with the guarantors, certain minimum activity in bank
accounts with the lender.

00O Capital Invest. On November 20, 2006, Integra Finance entered into a loan agreement with OOO
Capital Invest in the amount of RUR 67.5 million. The loan bears interest at 11.1% per annum and is
due to be repaid on May 17, 2007. The loan is unsecured and has no covenants.

Second Ruble Bond. On December 5, 2006, Integra Finance LLC, our wholly-owned subsidiary, issued
ruble denominated bonds with an aggregate principal amount of RUR 3 billion, or the equivalent of
US$114.5 million. The bonds are guaranteed by URBO, BI and TNGF. The bonds are listed on the
MICEX. The bonds pay interest semi-annually at a rate of 10.7% per annum and mature on
November 29, 2011. There are no early redemption provisions.

Renaissance Securities. On January 15, 2007, Integra Group entered into a loan agreement with
Renaissance Securities in the amount of US$5.0 million. The loan bears interest at 12% per annum and
is due to be repaid on the earlier of July 15, 2007 or the listing of our shares. The loan is secured by
guarantees of our subsidiaries and our CEO and contains the same covenants as the August 2006
Facility Agreement described below. See—*“Short-term US dollar-denominated borrowings”.

Additionally, as a result of the breach of certain covenants in the August 2006 Facility Agreement with

Renaissance Securities, we renegotiated the terms of that facility and also obtained waivers and consents from
various lenders for various breaches and cross-defaults of our existing financing agreements with these lenders
that occurred during the course of 2006 but were not addressed until December 2006. For further information
about these defaults and waivers, see—“Recent Developments” and “Risk Factors—Risks Related to Financial
Matters”.
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Short-term borrowings
Short-term ruble-denominated borrowings

Our outstanding short-term, ruble-denominated borrowings at September 30, 2006 are outlined in the table
below.

September 30, December 31, December 31,
0 2005 2004

(in thousands of US dollars)

Short-term borrowings denominated in rubles

Alfa-Bank 2" Bond placement bridge . ......................... 67,214 — —
IMB 2 Bond placement bridge . . .. ........... ... .. .. ... 37,341 — —
Alfa-Bank . ... .. 23,222 — —
Other .« .. 4,221 2,769 7,360
Total short-term borrowings denominated in rubles ............... 131,998 2,769 7,360

Alfa-Bank 2" Bond Placement Bridge Loan. In July 2006, we entered into two ruble-denominated term
loans with Alfa-Bank totaling RUR 1.8 billion, a principal amount equivalent to US$67.2 million, at
September 30, 2006. The loans bore interest at 9.25% per annum and was repaid on December 6, 2006 out of the
proceeds of our second ruble bond issues.

IMB 27 Bond Placement Bridge Loan. In August 2006, we entered into a short-term, ruble-denominated
term loan with International Moscow Bank totaling RUR 1.0 billion, a principal amount equivalent to US$37.3
million at September 30, 2006. The loan bore interest at 9.25% per annum and was repaid on December 6, 2006
out of the proceeds of our second ruble bond issues.

Alfa-Bank Loan. Between February and July 2006, we obtained short-term, ruble-denominated loans
totaling RUR 622 million, a principal amount equivalent to US$23.2 million at September 30, 2006, from Alfa-
Bank. These loans bear interest at rates ranging from 9.5% to 10.5% per annum and are due to be repaid between
December 2006 and March 2007. The loans are guaranteed by certain of our subsidiaries and secured by pledges
of inventory and fixed assets of some of our subsidiaries. Among other things, the loan agreements impose limits
on the total bank debt and guarantees of certain of our subsidiaries, require the borrower to maintain, together
with the guarantors, certain minimum activity in bank accounts with the lender.

Bank Vozrozhdeniye and Rosbank. In connection with the acquisition of PBN in July 2006, we assumed a
series of Russian ruble-denominated loan agreements with Bank Vozrozhdeniye and Rosbank for an aggregate
amount outstanding equivalent to US$4.2 million at September 30, 2006. The loans bear fixed interest rates
ranging from 14.0% to 15.4% per annum which are payable monthly and are due to be repaid between December
2006 and April 2007. The loans are collateralized by pledges of inventory of PBN with carrying value equivalent
to US$0.7 million. At the date of acquisition of PBN, the fair values of the borrowings did not significantly differ
from their carrying values.

Short-term US dollar-denominated borrowings

Our outstanding short-term, US dollar-denominated borrowings (excluding the current portion of long-term
borrowings) at September 30, 2006 and December 31, 2005 and 2004 are outlined in the table below.

September 30, December 31, December 31,
2006 2005 2004

(in thousands of US dollars)

Short term borrowings denominated in US dollars

Renaissance financing ........... .. .. .. .. . . . 75,000 — —
Other shorttermloans .......... ... ... — 4,600 2,000
Total short term borrowings denominated in US dollars . . .......... 75,000 4,600 2,000

In August 2006, we obtained a US$75.0 million syndicated bridge facility from Renaissance Securities. The
facility initially bore interest of LIBOR plus 4.7% per annum (or 10.2% per annum at September 30, 2006) and is
due to be repaid on July 15, 2007 or, earlier, upon a listing of our shares. The facility also required us to use our
best endeavors to procure guarantees from our non-dormant subsidiaries, and that, upon obtaining the requisite
number of guarantees, the interest rate on the facility would be reduced to LIBOR plus 3.5% per annum. The
facility restricts our ability to incur indebtedness at the level of IG Holdings Limited.
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Prior to the provision of such guarantees and in violation of the covenants, we incurred new debt and we
made various grants of security which resulted in breaches of the covenants. In January 2007, Renaissance
Securities waived these breaches of covenants, but as part of the negotiations to obtain such waiver, we agreed,
among other things, to pay a US$2.0 million restructuring fee to Renaissance Securities, to increase the rate of
interest on the loan to 12.0% per annum with retroactive effect to October 1, 2006, to make a payment in the
amount of 12.5% of the loan amount and accrued interest on completion of the Offering, and to provide monthly
cashflow reports to the lenders. We also agreed to procure that certain of our material subsidiaries provide
guarantees of the loan on or prior to February 2, 2007 (which have since been provided). See “—Recent
Developments” for a description of our breach of covenants of this agreement and certain of our other financing
agreements, and see “Risk Factors—Risks Related to Financial Matters—We have had insufficient internal
controls to properly monitor and comply with the restrictions contained in our debt facilities, and as a result have
been in breach of certain of our debt facilities. Any future default under our debt facilities, or consequent action
by our lenders, may have a material adverse effect on our financial condition and the trading price of our GDRs”.

Other short term loans (USD). In December 2005, we entered into a US$4.6 million, US dollar-
denominated loan agreement with S.L. Capital Services Limited bearing interest at 12% per annum and maturing
in January 2006. In January 2006, we repaid the loan ahead of schedule.

The weighted average interest rates of our outstanding short-term borrowings by currency at September 30,
2006 and December 31, 2005 and 2004 are outlined in the table below.

Short-term borrowings

Weighted average interest rate at:

September 30, December 31, December 31,
2006

2005 2004
Russian ruble-denominated borrowings ... ............ ... .. ..... 9.6% 12.7% 17.5%
US dollar-denominated borrowings .. .......... ..., 10.2% 12.0% 25.0%

Long- term borrowings
Long-term Russian ruble denominated borrowings

Our outstanding long-term, Russian ruble-denominated borrowings at September 30, 2006 and
December 31, 2005 and 2004 are outlined in the table below.

September 30, December 31, December 31,
0 2005 2004

(in thousands of US dollars, except as indicated)

Long term borrowings denominated in rubles

Series ABonds . ... 74,683 — —
Alfa-Bank ... ... 15,142 — —
Sberbank . . ... .. 18,915 5,784 1,798
Other ... 12,769 732 232
Total long term borrowings denominated in rubles . ............... 121,509 6,516 2,030

Series A Ruble Bonds. In March 2006, Integra Finance LLC issued Series A ruble-denominated bonds
(“Series A Bonds”) with an aggregate principal amount of RUR 2.0 billion, equivalent to US$74.7 million at
September 30, 2006. The Series A Bonds bear fixed interest of 10.5% per annum, payable semi-annually, and
mature in March 2009. The bonds are guaranteed by URBO, Integra KRS and BK Alliance. We also provided a
secondary guarantee. The bonds are listed on MICEX. There are no early redemption provisions. The bonds are
governed by the laws of the Russian Federation.

Alfa-Bank Loans. In June 2006, PNBK and TNGF entered into long-term, ruble-denominated loan
agreements with Alfa-Bank totaling RUR 406 million in the aggregate. The loans bear interest of 10.5% per
annum and are due to be repaid in December 2007. The loans are guaranteed by certain of our subsidiaries and
secured by pledges of PNBK’s and TNGF’s fixed assets. Amounts outstanding at September 30, 2006 were RUR
406 million (US$15.1 million). Among other things, the loan agreements impose limits on the total bank debt and
guarantees of certain of our subsidiaries and require the borrower to maintain, together with the guarantors,
certain minimum activity in bank accounts with the lender.
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Sberbank Loans. In connection with its acquisition of YGF in August 2006, the Group assumed a series of
Russian ruble-denominated loan agreements with Sberbank for an equivalent of approximately US$27 million.
The loans bear fixed interest rates ranging from 10.0% to 13.0% per annum, payable monthly. As of
September 30, 2006, US$18.9 million (RR 506.5 million) was outstanding under the agreements. The loans
mature between October 2006 and October 2008 and are collateralized by certain of the Group’s inventory with a
carrying value equivalent to US$20.5 million. All but one of the loans are secured with a pledge of YGF’s assets.

Other long term borrowings

Our outstanding long-term borrowings in currencies other than the ruble at September 30, 2006 and
December 31, 2005 and 2004 are outlined in the table below.

September 30, December 31, December 31,
2006 2005 2004

(in thousands of US dollars)

Long term borrowings denominated in other currencies

September 2005 Facility Agreement (USD) ................. 92,691 84,086 —
18% Senior Notes (USD) . .......... .. 1,989 14,364 —
11% Senior Notes (USD) . ..........o .. 14,997 — —
IMB (EUR and USD) . ...... ... .. . . ... .. 11,626 9,294 —
Nomos Bank (USD) . ... i 7,000 — —
Other . ... — —
Total long term borrowings denominated in other currencies . ...... 128,303 107,744 —

September 2005 Facility Agreement. In September 2005, IG Holdings Limited entered into a US$90.0
million facility agreement with several different investment funds and financial institutions (collectively the
“Lenders”). The September 2005 Facility Agreement comprises two separate US$45.0 million tranches through
Facilities A and B, each bearing interest at 14.0% per annum, payable semi-annually, a portion of which may be
capitalized as loan principal. The loans are due to be repaid in September 2010. In the event of a listing or of
certain issuances of shares by the Company following a listing, the lenders under Facility A must be offered the
option of being repaid at par from the net proceeds of the listing or issuance. In connection with the September
2005 Facility Agreement, we and IG Management Limited each entered into a deed of shares pledge and
assignment dated September 22, 2005 with J.P. Morgan Europe Limited, as security agent to pledge in favor of
the lenders, as security for IG Holdings Limited’s obligations under the September 2005 Facility Agreement, all
of their respective shares in IG Holdings Limited. Among other things, the September 2005 Facility Agreement
requires IG Holdings Limited to maintain a specifically defined leverage ratio of no more than 5 to 1 on a
consolidated basis. There are also limitations on IG Holdings and certain of its subsidiaries with respect to the
sale of assets and payment of dividends. See “—Recent Developments” for a description of our breach of certain
of our financing agreements, and see “Risk Factors—Related to Financial Matters—We have had insufficient
internal controls to properly monitor and comply with the restrictions contained in our debt facilities, and as a
result have been in breach of certain of our debt facilities. Any future default under our debt facilities, or
consequent action by our lenders, may have a material adverse effect on our financial condition and the trading
price of our GDRs”.

Warrants were issued in conjunction with the September 2005 Facility Agreement as described further
below under “—Warrants”. The US$8.6 million increase from US$84.1 million at December 31, 2005 to
US$92.7 million at September 30, 2006 is due to capitalization of interest and accretion.

Senior Notes. In May 2005, pursuant to a securities purchase agreement, we issued unsecured Senior Notes
denominated in US dollars to three investment funds (Greylock Global Opportunity Master Fund Limited for
US$8.0 million, Greylock Global Distressed Debt Master Fund Limited for US$4.5 million and Value Recovery
Fund Limited for US$2.0 million) totaling US$14.5 million, bearing interest at 18.0% per annum. The maturity
date of the notes is May 4, 2008, but we have the option to redeem the notes, in whole or in part, at any time
following November 30, 2006. Additionally, we issued warrants in conjunction with the May 2005 securities
purchase agreement as described further below in “—Warrants”. In April 2006, pursuant to a securities purchase
agreement, we refinanced the Senior Notes issued to two out of the three investment funds (Greylock Global
Opportunity Master Fund Limited and Greylock Global Distressed Debt Master Fund Limited) totaling US$12.5
million. At September 30, 2006, the face value of the refinanced Senior Notes totaled US$15.0 million (US$10.0
million Greylock Global Opportunity Master Fund Limited and US$5.0 million Greylock Global Distressed Debt
Master Fund Limited), which included the original principal, US$1.3 million of early repayment premium,
US$0.9 million of accrued interest converted into principal and US$0.3 million of additional borrowings. Interest
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is payable semi-annually at a rate of 11% per annum and, until April 30, 2008, we are entitled to elect either to
pay such interest in cash or to capitalize it and add it to the principal amount of the notes. The maturity date of
the notes is April 30, 2010, but we have the option to redeem the notes, in whole or in part, at any time after
April 30, 2007. Among other things, both the May 2005 and the April 2006 securities purchase agreements
require us to maintain a historical leverage ratio of 8.5 to 1 on a consolidated basis and projected leverage ratio of
6.5:1. The agreements also limit sales of assets and subsidiary stock.

IMB Loan Facility. In December 2005, we obtained a euro-denominated loan facility with International
Moscow Bank for euro 7.8 million. The loan bears a floating interest rate of EURIBOR plus 5.5% per annum. All
outstanding amounts are due in four equal monthly installments during the period from March to June 2007.
There were no additional borrowings under the facility during 2006. The loan is guaranteed by certain of our
subsidiaries and secured by certain of the fixed assets of NNGF. The borrower is required to submit to
International Moscow Bank its quarterly and annual Russian statutory accounting statements and monthly
consolidated management accounts. The borrower is also required to maintain, together with the guarantors,
certain activity in its bank accounts with International Moscow Bank. The borrower and the guarantors are
restricted from further borrowing, providing guarantees or assuming other obligations to third parties without the
prior written consent of International Moscow Bank.

Nomos Bank. In March 2006, we entered into a US$7.0 million, US dollar-denominated loan agreement
with Nomos Bank. The loan bears interest at 12.0% per annum and is due to be repaid in March 2009. The loan is
guaranteed by certain of our subsidiaries and secured by a pledge of certain leased property of TNGF and a real
property in Tyumen. The borrower is required to maintain a minimum level of activity in its bank account with
Nomos Bank, is required to notify Nomos Bank about its newly created obligations to third parties (including
borrowings and guarantees) and is restricted from creating any significant charge on TNGF’s assets without prior
written consent of Nomos Bank. During certain periods in 2006, we failed to meet the account maintenance
requirements. Subsequently, the loan was amended to increase the interest rate to 14.0% per annum and modify
the security required. On September 29, 2006, we received a letter from Nomos Bank stating that there was no
violation under the agreement and that the increase in the interest rate cured any past violation of the account
maintenance requirement.

Value Recovery Fund. In December 2004, we entered into a US$2.0 million, US dollar-denominated loan
agreement with Value Recovery Fund Limited bearing interest at 25.0% per annum and maturing in December
2005. In May 2005, we repaid the loan ahead of schedule and issued to Value Recovery Fund Limited our 18%
Senior Notes as discussed above.

The weighted average interest rates of our outstanding long-term borrowings by currency at September 30,
2006 and December 31, 2005 and 2004 are outlined in the table below.

Long-term borrowings

Weighted average interest rate at:

September 30, December 31, December 31,

2006 2005 2004
Ruble-denominated borrowings .. .............c.c. .. 10.8% 12.4% 15.5%
US dollar-denominated borrowings . ..................c.c.o.. .. 18.1% 19.2% —
Euro-denominated borrowings ... .......... .. .. . . 8.8% 7.9% —

Warrants

In connection with the September 2005 Facility Agreement, we issued 90,000 warrants to the lenders under
that facility. Each warrant allows its holder to purchase a variable number of our Class A common shares in the
event that we complete an initial public offering of our Class A common shares, at a purchase price equal to a 25
percent discount to the listing price. The number of shares each warrant entitles the holder to purchase is equal to
US$233.33 divided by the listing price of our shares. Under the terms of the warrants, we have the option to
repurchase the warrants for US$5.25 million in the aggregate, but we have not exercised this option. As the
number of shares to be issued upon exercise of the warrants is variable depending on the listing price, the
estimated fair value of the warrants has been recorded as a liability in the consolidated balance sheet and the
carrying value of the September 2005 Facility Agreement borrowings was reduced by a corresponding amount.
At September 30, 2006 and December 31, 2005, the carrying value of the warrants was US$4.9 million and
US$4.6 million, respectively.
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In connection with the 18% Senior Notes, we issued 14,500 warrants to the holders, exercisable for 120,833
of our Class A common shares (or 8.3333 Class A common shares per warrant) at an exercise price of US$20.00
per share. The warrants may be exercised at any time upon the payment of the exercise price and delivery of the
warrants. In the event of a qualifying initial public offering of our common shares for gross proceeds of at least
US$10.0 million where the offering price is more than US$25.00 per common share, all unexercised warrants
will automatically be exercised on completion of the offering on a cashless net exercise basis through the
delivery of common shares. If the offering price is less than US$25.00 per share, there is no automatic exercise of
the warrants on completion of the offering and all unexercised warrants will expire one year following the
offering. At the time of issue, we estimated the value of the warrants to be US$0.1 million. This amount was
recorded within equity in our consolidated balance sheet, with a corresponding reduction in the original carrying
value of the 18% Senior Notes. In April 2006, 2,100 of the warrants were exercised by the holders and
exchanged for 17,500 Class A common shares. 12,400 warrants remain outstanding and exercisable for 103,333
of our Class A common shares (or 8.3333 Class A common shares per warrant) at an exercise price of US$20.00
per share.

Available credit facilities

As at September 30, 2006 all of our credit facilities were fully drawn.

Contractual Obligations

The following table summarizes the principal maturities of our long-term debt, including its current portion,
and the minimum payments required under our capital lease obligations and purchase obligations, each as of
September 30, 2006. We expect to meet our contractual obligation payment requirements with cash flows from
our operations and other financing arrangements. Subsequent to September 30, 2006, there have been a number
of additional changes in certain of our outstanding indebtedness. For information regarding these changes, see
“—Recent Developments”.

Payments due by period
Less than One to Three to  More than
Total One year three years five years five years

(in thousands of US dollars)
Contractual Obligations()

Long-term financial liabilities ...................... 249,812 36,864 103,944 109,004 —
Purchase Obligations .............. ... ... ........ 30,450 30,450 — — —
Other long-term liabilities ......................... 1,644 — 1,644 — —
Total ... . 281,906 67,314 105,588 109,004 —

(1) Note that certain debt payments can be accelerated upon violation of debt covenants.

Critical Accounting Policies

The preparation of consolidated financial statements in conformity with IFRS requires estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and the disclosure of
contingent assets and liabilities. Actual amounts may differ from these estimates. The following critical
accounting policies require significant judgments, assumptions and estimates and should be read in conjunction
with our consolidated financial statements included elsewhere in this Prospectus.

Functional Currency Determination

We have concluded that the functional currency of Integra Group is the US Dollar. In May 2005, we issued
warrants with exercise prices denominated in US Dollars. The fair value of the warrants at the time of issue was
$0.1 million. We have classified the warrants within equity in our consolidated balance sheet. IFRS requires
liability classification for warrants with exercise prices denominated in a currency other than the functional
currency of the issuer. If the warrants were classified as liabilities, such liabilities would be adjusted to fair value
each reporting period, with changes in the fair value of the warrants recorded in the consolidated statement of
income. If we had concluded that the US Dollar was not the functional currency of Integra Group, at
December 31, 2005, current liabilities would have been higher by $1.8 million, warrants would have been lower
by $0.1 million and profit for the year ended December 31, 2005 would have been reduced by $1.7 million. At
September 30, 2006, liabilities would have been higher by $21.3 million, warrants would have been lower by
$0.1 million, loss for the period would have been increased by $21.2 million and retained earnings would have
been reduced by $22.9 million
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Fair Values of Acquired Assets and Liabilities

Since inception in March 2004, we have completed numerous significant acquisitions. IFRS 3 requires that,
at the date of acquisition, all assets and liabilities, including intangible assets, of an acquired entity be recorded at
their respective fair values. The estimation of fair values requires significant management judgment.

To assess fair values of monetary assets and liabilities, we use all information available to determine
whether an asset is recoverable or whether it is probable that an event will result in outflows of resources,
including assessment of such factors as the current overall economic conditions, specific customer, counterparty
or industry conditions and the current overall legal environment. Changes in any of these conditions may result in
adjustments to fair values of monetary assets and liabilities.

In most cases, we also engaged independent experts to advise as to the fair values of acquired property,
plant and equipment and intangible assets. Changes in any of the estimates subsequent to the finalization of
acquisition accounting may result in losses in future periods.

We determine the fair values of identifiable assets, liabilities and contingent liabilities for acquired
companies provisionally and recognise any adjustments to those provisional values as a result of completing the
initial accounting within twelve months of the acquisition date. Upon the completion of the initial accounting, the
comparative information presented for the periods before the initial accounting for the business combination is
complete will be presented as if the initial accounting had been completed from the acquisition date.

Estimated Impairment of Goodwill

We test goodwill for impairment at least annually. The recoverable amounts of cash-generating units have
been determined based on value-in-use calculations. These calculations require the use of estimates about the
future profitability of cash-generating units to which goodwill have been allocated.

Useful Lives of Property, Plant and Equipment

Items of property, plant and equipment are stated net of accumulated depreciation. The estimation of the
useful life of an item of property, plant and equipment is a matter of judgment based upon experience with
similar assets. In determining the useful life of an asset, we consider the expected usage, estimated technical
obsolescence, residual value, physical wear and tear and the environment in which the asset is operated.
Differences between such estimate and actual results may result in losses in future periods and changes in any of
these conditions or estimates may result in adjustments to future depreciation rates.

Deferred income tax asset recognition

Deferred tax assets represent income taxes recoverable through future deductions from taxable profits.
Deferred income tax assets are recorded in our consolidated balance sheets to the extent that realization of the
related tax benefits is probable. In determining future taxable profits and the amount of tax benefits that are
probable in the future, we make judgements and applies estimates based on recent years’ taxable profits and
expectations of future taxable income.

Assessment of the Percentage of Completion on Services or Construction Contracts

Certain of the our revenue is recognized under the percentage-of-completion method. The estimation of the
extent of revenue to be recognized under the percentage-of-completion method is a matter of judgment based
upon expectations of future costs to be incurred to complete the respective contracts. Differences between such
estimate and actual results may result in losses in future periods.

Fair values of Financial Instruments

Fair value is the estimated amount at which a financial instrument could be exchanged in a current
transaction between willing parties, other than in a forced sale or liquidation, and is best evidenced by an active
quoted market price. The estimated fair values of financial instruments have been determined using available
market information, where it exists, and appropriate valuation methodologies where no market information is
available. However, judgement is necessarily required to interpret market data to determine the estimated fair
value.
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Share Based Compensation

Following guidance set out in IFRS 2, “Share Based Payment”, the fair value of equity settled options that
are issued as a form of employee compensation is calculated using accepted option pricing models, which take
into account various assumptions pertaining to the expected volatility of our share values and exercise patterns,
and is recognized in equity and as an employment related expense in our income statement ratably over the
applicable vesting periods. In 2005, we issued an aggregate total of 1,630,400 options to subscribe for Class A
common shares and, for the nine months ended September 30, 2006, we issued an aggregate total of 430,000
options to subscribe for Class A common shares, in each case with vesting periods of between 1 and 5 years, to
27 employees (in connection with their employment agreements) and directors. The fair value of these options
was expensed in our income statement in the amount of US$3.0 million in 2005 and of US$7.0 million for the
nine months ended September 30, 2006. As of the date of this Prospectus, we had outstanding a total of
1,144,421 options to subscribe for Class A common shares.

In addition, we have agreed that, following completion of the audited financial statements for the year 2007,
and conditional on their continued service as a member of the Audit Committee to that date, each of John
Kennedy, lIosif Bakaleynik and Gail Coleman will be awarded 1,000 of our Class A common shares. We have
also agreed that, following completion of the audited financial statements for the year 2007, and conditional on
his continued service as a director and as of our Audit Committee to that date, Neil Gaskell will be awarded
2,000 of our Class A common shares.

Recent Accounting Pronouncements

Certain new standards and interpretations have been published that are mandatory for the accounting periods
beginning on or after January 1, 2007 or later periods and which we have not early adopted.

IFRS 1 (Amendment), First-time Adoption of International Financial Reporting Standards and IFRS 6
(Amendment), Exploration for and Evaluation of Mineral Resources. The amendments to IFRS 1 and IFRS 6
provided limited relief to first-time adopters of IFRS with respect to the provisions of IFRS 6.

IFRIC 5, Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation
Funds (“IFRIC 5”). IFRIC 5 provides guidance on accounting for interests in decommission funds.

IFRIC 6, Liabilities arising from Participating in a Specific Market—Waste Electrical and Electronic
Equipment (“IFRIC 6”). IFRIC 6 addresses accounting for liabilities under an EU Directive on waste
management for sales of household equipment.

IAS 21 (Amendment), Net Investment in a Foreign Operation. The amendment addresses accounting for
certain types of transactions with foreign operations.

Qualitative and Quantitative Disclosures About Market Risk

We are exposed to market risk from adverse movements in foreign currency exchange rates and changes in
interest rates on our obligations. Our overall risk management objective is to reduce the potential adverse effects
of these risks on our financial performance, however, we do not maintain any formal hedging programs beyond
management of credit risk.

Credit Risks. Financial assets, which potentially subject our entities to credit risk, consist principally of
trade receivables. We have policies in place to ensure that sales of products and services are made to customers
with an appropriate credit history. Credit risks related to accounts receivable are systematically monitored and
are considered when impairment provisions are created. The carrying amount of accounts receivable, net of
provision for impairment of receivables, represents the maximum amount exposed to credit risk. In the first nine
months to September 30, 2006, we accrued US$0.8 million for bad debts and obsolete stocks.

Our receivables are subject to differing payment terms negotiated by us at the time we enter into a sales
contract. Our average payment period is 30 days from invoice. We regularly monitor the ageing of our
receivables and perform credit analysis of customers with whom we work infrequently.

Interest rate risk. A certain portion of our borrowings carry a floating interest rate. The share of floating
interest rate borrowings constituted 2.5% and 7.3% of our total borrowings as of September 30, 2006 and
December 31, 2005, respectively. We had no floating interest rate borrowings as of December 31, 2004. We do
not enter into treasury management transactions to mitigate interest rate risk. If both EURIBOR and LIBOR had
increased by 1 percent during the nine months ended September 30, 2006, our interest expense on our floating
interest rate borrowings would have increased by approximately US$0.1 million. There would have been a
negligible increase in our interest expense for the year ended December 31, 2005 as the only floating interest rate
loan was drawn on December 30, 2005.
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Currency risk. Our principal exchange rate risk involves changes in the value of the Russian ruble relative
to the US dollar. At 30 September 2006, a significant portion of our long-term financial liabilities, including the
current portion of our long-term debt, was denominated in US dollars. However, the majority of our revenues and
expenses are denominated in currencies other than the US dollar. Future decreases in the value of the Russian
ruble relative to the US dollar would result in exchange losses. The remaining portion of our long-term financial
liabilities (including the current portion of long-term debt) is denominated predominantly in Russian rubles.
Future increases in the value of the Russian ruble relative to the US dollar would result in increases in the
carrying value of our long-term debt. We do not enter into treasury management transactions to mitigate foreign
exchange risk.

For the nine months ended September 30, 2006, we recognized exchange gains of US$8.7 million, largely as
a result of appreciation of the Russian ruble relative to the US dollar.
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INDUSTRY

Unless indicated otherwise, the market and competitive data in this section have been prepared by Douglas-
Westwood Limited (“Douglas-Westwood”), a global consulting and services organization focused on the energy
and marine industries. Douglas—Westwood compiled the historical data from a variety of published and in-house
sources, including interviews and discussions with market participants, desktop research, market research,
web-based research and competitor annual accounts. Douglas—Westwood compiled their projections for the
market and competitive data beyond September 2006 in part on the basis of such historical data and in part on
the basis of assumptions and methodology which we believe to be reasonable.

We confirm that the information provided by Douglas—Westwood and other third parties has been
accurately reproduced and so far as we are aware and have been able to ascertain from information published
by those third parties, no facts have been omitted that would render the reproduced information inaccurate or
misleading. Nonetheless, in light of the absence of publicly available information on a significant proportion of
participants in the industry, many of whom are small and/or privately owned operators, the data on market sizes
and projected growth rates should be viewed with caution. Additional factors, which should be considered in
assessing the usefulness of the market and competitive data and, in particular, the projected growth rates, are
described elsewhere in this Prospectus, including those set out in the section headed “Risk Factors” on page 9 of
this Prospectus.

The Russian Oil Industry

Russia is one of the world’s largest producers of oil with production of approximately 9.5 million barrels of
oil equivalent or “boe”/day according to the Institute of Energy Policy and is the second largest holder of
hydrocarbon reserves with reserves currently totaling 100 billion barrels of oil and 300 billion boe of gas. The oil
and gas industry is the largest and one of the most actively developing sectors of the Russian economy and is
currently experiencing increased investment and rising production levels.

According to CDU-TEK, oil production in Russia declined by approximately 41.6% between 1990 and
1998. This decline was due to many factors, including overproduction of wells during the Soviet period, lack of
capital expenditures, inefficient field development and secondary recovery methods, as well as reduced demand
attributable to Russia’s economic recession. CDU-TEK reports that Russian oil production has grown at a
compound annual growth rate (“CAGR”) of 7.5% between 1999 and 2005 due to several factors, including a
substantial increase in world and domestic oil prices, a decrease in production costs as a result of ruble
devaluation, increased rehabilitation of non-operational wells, increased export opportunities, improved
management and access to capital and new technologies. Total current onshore production is 7 billion boe per
year.

The Russian oil industry has also undergone significant consolidation in recent years. In February 2003,
Alfa-Access-Renova and British Petroleum each contributed certain assets of TNK, Onako and Sidanko in Russia
and Ukraine to form TNK-BP. In December 2004, the Russian government auctioned 76.8% of the total shares
and 100% of the common shares of Yuganskneftegaz, YUKOS’ largest production subsidiary, in partial
settlement of back tax claims against YUKOS, with Rosneft becoming the ultimate owner of Yuganskneftegaz.
In October 2005, Gazprom acquired a 72.7% interest in Sibneft, increasing Gazprom’s aggregate interest in
Sibneft to 75.7%. According to CDU-TEK, as a result of this industry consolidation, the top four oil producers in
Russia (Lukoil, Rosneft, TNK-BP and Surgutneftegas) accounted for 64% of the country’s oil output in 2005,
with Lukoil being the largest producer at approximately 87.3 mmt/year.

There are four main onshore oil and gas regions in Russia: the Volga-Urals, Western Siberia, Eastern
Siberia and Timan-Pechora. The majority of Russia’s oil production is concentrated in Western Siberia which,
according to Russian Petroleum Investor, accounts for approximately 60% of production and also contains much
of Russia’s proven oil reserve base. Future growth in oil production, however, is expected to come from Eastern
Siberia and Timan-Pechora.

Qil Production by Major Russian Producers

2001 2002 2003 2004 2005

(mmt/year)

Lukoil ... . 74.2 75.0 77.4 84.1 87.3
Rosneft ... ... 14.1 14.5 19.2 20.7 72.8
Surgutneftegas .. ... 44.0 49.2 54.0 59.6 63.9
TNK-BP ... 49.6 52.7 61.2 70.7 76.7
Total Production .................................. 348.1 379.6 4214 459.0 470.0
Major Producers as a % of Total Production . ............ 52% 50% 50% 51% 64%

Source: CDU-TEK 2006
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The Russian Qilfield Services Market
The Market

For purposes of the study, the core oilfield services (“OFS”) include drilling, workover, IPM, formation
evaluation and certain technology services.

e Drilling includes operations and processes necessary to produce a subterranean well that can be used to
explore and/or produce hydrocarbon reserves.

*  Workover processes involve performing major maintenance or treatments on an oil and gas well.
* IPMis a service that provides active management of the entire well implementation process.

e Formation evaluation includes the exploration of hydrocarbon deposits through acquisition,
interpretation and sale of seismic data as well as collecting, analyzing and recording the solids, fluids
and gases brought to the surface by the drilling fluid, a process known as “mud logging”, or the
measurement of down-hole properties and characteristics during drilling or workovers employed for
reservoir management or well diagnostics, a process known as “production logging”, and perforation,
the process of creating channels of various points inside the wellbore to enable the oil to flow into the
production string and onto the surface.

* Technology services include tubing, fishing, milling, drilling fluids, completion fluids, cementing,
remedial cementing, drilling logging, directional drilling, completion, casing and drill bit management.

Market Size

In 2006, the Russian OFS market (including services performed by in-house OFS providers) is estimated to
be US$11.4 billion and is forecast to rise to US$22 billion by 2011, representing a CAGR of 4.4%. In the same
period, drilling, workovers and IPM services are expected to show a 5% CAGR, formation evaluation services a
4% CAGR and technology services a 4% CAGR, all in real terms. The OFS market in Western Siberia and the
Volga-Urals is expected to decline by an average CAGR of 1.7% and 1.9%, respectively, compared to an
increase by an average CAGR of 30% for Eastern Siberia, all in real terms. Expected growth is driven primarily
by increased rates for drilling and workovers as oil companies start to produce from regions including Eastern
Siberia and Timan-Pechora where infrastructure and increased drilling depths cause development and production
costs to rise.

Market Participants

Historically, Russian oil exploration and production companies have maintained their own in-house OFS
providers. In the late 1990s, in order to focus their attention on reserves growth and production like their Western
contemporaries, Russian exploration and production companies began to divest their in-house OFS capabilities
and hire third-party OFS providers. As a result, market opportunities presented themselves for both Russian
independent and international OFS providers. Currently, the Russian OFS market comprises primarily of
in-house, Russian independent and international providers. The following provides a brief description of the
types of OFS providers in Russia.

In-House OFS Providers. In-house OFS providers are subsidiaries or affiliates of major Russian oil
companies that perform oilfield services for that oil company. Given the historical structure of the Russian oil
service markets, most Russian oil companies had their own in-house service capability, although companies have
been divesting their in-house oil service capability to focus on reserves growth and production. Recent
divestitures have been seen in drilling as Russian oil companies seek to source services from the external market.
Nevertheless, in-house oil services still dominate Russian oil service activity today and are estimated to account
for 49% of the total OFS market by revenue in 2006. Among the larger in-house companies are RNGS (Rosneft),
Burgaz (Gazprom), NvBN (TNK-BP), LNGS (Lukoil) and Surgutneftegas.

Russian Independent OFS Providers. There are numerous small, independent providers in the market that
primarily serve localized areas or regions. A few of these independent providers have formed larger, integrated
companies that have evolved from smaller companies or result from the divestiture of an in-house OFS business by
a Russian oil company. Among the larger, independent, integrated companies are: BK Eurasia (7.9%); Integra
(3.9%) and SSK (2.6%), as well as, SGK (1.3%) and PetroAlliance (1.8%). SGK and Petro Alliance are owned by
Schlumberger but operate independently. The larger, integrated independent companies offer services in the
mid-range of price to quality, are capable of handing a high volume of core services and are generally regarded as
having a good record in terms of service delivery and health, safety and environmental standards. Small
independent providers represent around 22.7% of the total OFS market by revenue in 2006. These providers operate
on a small scale and generally perform basic services at lower prices.
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International OFS Providers. International OFS providers such as Schlumberger and Halliburton have been
active in the Russian market for over a decade and are generally focused on a relatively small number of
applications that require specialist technology and skills that are priced accordingly. Some western providers, in
particular, Schlumberger, have acquired Russian OFS providers to gradually move into the core services
business. In 2006, around 16.0% of the total Russian OFS market by revenues was contracted to Western
companies, including Schlumberger (7.6%) (excluding its Russian holdings SGK and PetroAlliance), Halliburton
(1.5 %), Baker Hughes (1.0%) and Weatherford (0.4%).

Others (small/mid
independents)
22.7%

Oil Company
In-house

Weatherford
0.4%
Baker

1.0%
Halliburton
1.5%

BK Eurasia SSK Integra

2.6%
79% Schlumberger 3.9%
SKG (Schlumberger) - T.6%
1.3% PetroAlliance
(Schlumberger)

1.8%
Estimates of % Share of Overall OFS Revenues 2006
US $11.4 billion (excl. manufacturing)

Source: Douglas-Westwood

OFS Market by Region

Reservoir characteristics, environmental conditions and geology play a significant role in determining the
nature, complexity and type of OFS services provided within each major onshore oil and gas region in Russia.

Western Siberia. Western Siberia is becoming increasingly mature and production in the region is peaking. Easy
to recover oil reserves have been developed and enhanced recovery techniques applied in recent years are depleting
reservoirs quickly. Among the onshore oil and gas regions, Western Siberia is characterized by relatively “soft”
geology that is easier to drill, well developed with good infrastructure in place, concentrated activity levels and few
surface barriers on the tundra. The average cost per meter drilled in December 2006 was US$350 and the average
workover cost was US$58,000 per well. In 2006, Western Siberia accounted for 70% of Russia’s total onshore OFS
expenditures but it is expected to account for only 51% of Russia’s total onshore OFS expenditures by 2011.

Eastern Siberia. Eastern Siberia is in the early stages of development. The region suffers from a lack of
transportation infrastructure, is rocky and heavily forested and has generally deeper, more complicated reservoirs
compared to other onshore oil and gas regions. Logistics and mobilization of rigs and crews significantly affect
costs in the region accounting for over 54% of the cost of a well. The average cost per meter drilled in December
2006 was US$1,860, the most expensive in Russia as helicopters are required for transportation and extensive
site preparation. The average workover cost in 2006 was US$460,000 per well. Production in the region is
expected to begin as new major oil and gas fields, including Vankor, Verhnechonsk and Kovykta are developed.
Total OFS expenditure in Eastern Siberia is expected to be US$3.5 billion per year by 2011 in real terms, a
CAGR of 30% at 2006 price levels. In five years, Eastern Siberia is expected to account for as much as 25% of
total OFS expenditure in Russia, a significant increase over its 8% share of this market in 2006.

Volga-Urals. The Volga-Urals is the most mature of the Russian basins with few new developments
anticipated. The largest field is in decline and major operators in this basin are employing enhanced recovery
techniques to maximize production. Total OFS expenditure in 2006 is estimated to have been US$1.5 billion and is
expected to decrease by 8% to US$1.4 billion by 2011 in real terms. Overall the region shows a 1.9%. CAGR, from
2006 to 2011 based on 2006 prices. Costs are expected to remain flat or slightly decline. The average cost per meter
drilled in December 2006 was US$500 and the average workover cost in December 2006 was US$73,000 per well.
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Timan-Pechora. Timan-Pechora is located in the far north of Russia and delivery of OFS services is
challenging, both technically and logistically. Approximately 8% of Russia’s reserves are held in this basin. The
eastern part of the basin is in the Nenetsk Autonomous Oblast and its full potential is unknown. The average cost
per meter drilled in December 2006 was US$650 and the average workover cost was US$73,000 per well.
Timan-Pechora is forecast to account for approximately 5% of total OFS expenditure in Russia over the next five
years. Timan-Pechora is expected to show steady growth throughout the 2006 to 2011 period with a CAGR of
3% in real terms. A large proportion of this growth is from drilling, workover and IPM services. Increasing rig
rates and deeper wells in the region are a natural catalyst, comprising 45% of total forecast expenditure in 2011,
compared to 42% for technology services and the remainder for formation evaluation services.

Outside the main four oil regions in Russia, additional onshore production is located in the Northern
Caucasus and Sakhalin, as well as other minor points of activity throughout the country. Over the next five years,
these regions are expected to see growth, particularly approaching 2011 as expenditure in Western Siberia begins
to show decline and Sakhalin production increases. By 2011, these regions are forecast to account for 9% of the
country’s total OFS expenditure compared to 4% in 2006. By 2011, almost US$2 billion is expected to be spent
per year in comparison to spending of US$403 million in 2006. This projected increase in expenditure by 2011 is
premised upon an increase in seismic activity resulting in the discovery of accessible hydrocarbon resources
which were previously seen as uneconomic.

OFS Market by Service
Drilling, Workover and IPM

Drilling includes operations and processes necessary to construct a subterranean well that can be used to
explore and produce hydrocarbon reserves. Exploration wells are drilled in locations where seismic studies have
identified potential for hydrocarbon-bearing geological structures and an exploration license has been obtained.
On average, only around 10% of exploration wells drilled globally yield commercial hydrocarbon production,
although many more flow at sub-commercial rates. Development wells produce commercial quantities of
hydrocarbons from subterranean reservoirs and are drilled after volumes sufficient to justify development have
been proven and a production license has been obtained. Wells can be vertical, horizontal or deviated (drilled at
an angle), configured in a grid or on a pad (in a marshy region all well-heads are drilled from one common,
artificially created platform), require extraction or injection (where water or gas are injected back into the
reservoir to keep production pressure constant), depending on the reservoir and field development plan, and
involve varying degrees of drilling complexity.

Workover processes involve performing major maintenance or treatments on an oil or gas well. This
includes current and capital repair of the well that involves the removal, repair, and replacement of the
production tubing string after a workover rig has been placed on location.

IPM is a service that provides active management of the entire well-implementation process. IPM
encompasses contracting, supervising, and engineering of the drilling and related logistics processes to deliver a
turn-key solution for the client. IPM services fall into the categories of field development, field rehabilitation,
production management, well construction, and produced water management. IPM provides the expertise and
processes needed to improve performance and increase efficiency by integrating various services and
technologies a project may require on a joint or outsourced basis.

For the purposes of the report, the drilling, workover and IPM services market is essentially the summation
of drilling and workover rig costs (including crew costs) as well as mobilization, demobilization and associated
equipment transport and logistics. A fairly constant increase in expenditures is expected with the market growing
from US$5.3 billion in 2006 to US$6.7 billion by 2011, representing a 5% CAGR in real terms.

Regionally, Eastern Siberia is expected to comprise an increasingly larger share of the market each year
accounting for around 29% of expenditures per year by 2011 compared to a current value of just over 10%.
Timan-Pechora is also expected to comprise an increasingly larger share of the drilling, workover and IPM
services market. Increases in expenditures are largely driven by the shift to these more costly regions rather than
a general increase in industry prices.

The total volume of exploration and production drilling in Russia between 2007 and 2011 is expected to be
approximately 56 million meters, an increase of around 17% over the approximately 48 million meters drilled
between 2002 and 2006. These growth projections are consistent with an expected 15% increase in Russian oil

93



and gas production from 16.1 billion barrels between 2002 and 2006 to 18.5 billion barrels between 2007 and
2011. Drilling volumes may peak in 2008 and reduce somewhat toward 2011, however, they are expected to
remain historically high and due to the shift in the volume of exploration and production drilling between
regions, the total size of the market is expected to be maintained.

The number of workovers is projected to slowly decrease between 2006 and 2011 primarily as a result of
technological improvements and new business strategies. For example, the adoption of Western field
development strategies increases the efficiency and run life of downhole tools. Also, the presence of Western
technology in the market brings electric submersible pumps with longer lifespans, more accurate logging
capabilities and the knowledge and experience of ensuring a workover is carried out to a high standard.
Currently, over 91,000 workover operations are estimated to be carried out per year in Russia and this number is
expected to decrease to around 86,000 by 2011, assuming a fairly stable production well stock increasing by a
CAGR of 1% between 2006 and 2011. For purposes of this study, workovers encompass all major well
interventions to the active well stock from the pulling of an electric submersible pump to a complete
re-perforation and re-completion of a well. Each workover can last from a few days to a few weeks depending on
its complexity.

The majority of cost growth is expected to come from increased costs for drilling and workover rigs and
crews. These costs are estimated to grow at a 5% CAGR between 2006 and 2011 based on 2006 prices. Deeper
wells and more extreme environments as a result of increased drilling activity in regions such as Eastern Siberia
are expected to lead to increased rig specifications. New-build rigs equipped with Western technologies will
command higher rates. Likewise, wells will take longer to drill. Other costs associated with drilling, workover
and IPM services including the cost of equipment transport and logistics, are expected to increase by a 2%
CAGR between 2006 and 2011, similar to rig and crew costs. These increased costs relate to the lack of
infrastructure as equipment often has to be air-lifted to and from the job site resulting in additional time and
expense.

Of the US$10.1 billion drilling, workover, IPM and technology services market, Integra is estimated to have
an approximately 2.3% share at the end of 2006. BK Eurasia is the largest participant in the market and SSK and
PetroAlliance are also believed to be of a significant size. Hydro-fracturing specialist, Catoil is also generating
good revenues operating within its market a niche. Beyond these larger companies, the market appears
fragmented, with many smaller market participants, largely servicing individual regions.

Formation Evaluation

Formation evaluations services comprise a combination of seismic and logging services, including
production logging and mud logging, and perforation services.

Seismic Services. Seismic services are the primary method used to explore for hydrocarbon deposits.
Seismic activities include data acquisition, data processing and interpretation and sales of archived data.
Geological data is gathered by installing geophones linked to digital recorders that are used to receive the signals
from reflected acoustical waves generated by mechanical vibrators or explosives. Single lines of sources and
geophones can create a two-dimensional image of the underlying geological formation. By laying sources and
geophones over pre-determined two-dimensional areas, detailed three-dimensional seismic images of the rock
formations below can be produced by a computer. Acquired data may be processed with the use of customized
software and interpreted so as to identify rock structures and formations indicating the presence of hydrocarbons.
Some services companies in Russia have collected a database of geological studies conducted during the Soviet
era and sell these oil companies.

Logging Services. Logging is the primary method for collecting, analyzing and recording data from wells
and includes mud logging, the process of collecting, analyzing and recording the solids, fluids, and gasses
brought to the surface by the drilling fluid (mud) and production logging, which uses high technology sensors
and software to acquire down-hole data from producing and injecting wells as an input for reservoir management
or for well diagnostics.

Perforation Services. Perforation involves the puncturing of holes inside the well to enable the flow of oil
into the production string. Perforation allows production of oil from specific depths predetermined from logging
data. Perforations are made at selected intervals along the well-bore so as to generate the greatest production
from the well.

The formation evaluation services markets is forecast to increase by 73% from US$1.3 billion in 2006 to
US$2.5 billion in 2011. Like drilling, workover and IPM services, a large proportion of this growth will come
from Eastern Siberia where projected expenditure is expected to grow to US$346 million by 2011 in real terms.
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Formation evaluation services are increasingly considered an important part of the Russian OFS sector.
Activities such as seismic data acquisition, processing and interpretation are regarded as significantly increasing
the productivity of a well by ensuring it is drilled in the best location for extraction from the profiled reservoir
beneath. Logging services, while less prominent than seismic services, are expected to comprise 22% of the total
formation evaluation market by 2011. Strong growth is expected throughout the oil and gas regions with
improved logging in Western Siberia possibly leading to an increase in production. Perforation activities are also
expected to see demand as a result of increased demand for production. Perforation services are expected to
comprise 18% of the formation evaluation services market by 2011.

Seismic activity is usually charged on per kilometer or square kilometer basis. Average seismic costs are
around US$4,500 per kilometer for two-dimensional work and US$22,000 per square kilometer for three
dimensional work. There can be fairly wide variation in cost depending on the methods used and logistics.
Seismic acquisition can be performed using vibrator trucks or dynamite. Vibra-seismic is cheaper than dynamite
but not suitable for areas where the area near the surface is inconsistent. Consequently, swampy areas such as
Western Siberia tend to favor dynamite while in the north and in areas such as the Volga-Urals it is possible to
use vibrators. Mobilization and demobilization costs also vary substantially by region and in Western Siberia
may comprise as little as 10-20% of total seismic costs compared to as much as 50% in Eastern Siberia.
Acquisition costs are also sensitive to data resolution which is usually measured in traces per square kilometer
with some operators acquiring high quality surveys at 115,000 traces per square kilometer, although the average
in Russia appears to be 40,000 traces per square kilometer.

In many areas of Russia seismic acquisition is a winter activity, with a window of opportunity of around 3 to
5 months. Western Siberian crews operate for approximately 90 days and in northern areas crews operate for
approximately 100 days. In a few but rare exceptions, crews may operate for as much as eight to nine months.
There are currently estimated to be approximately 340 seismic crews operating in Russia a 74% increase from
the approximately 200 crews operating in 2002. The total number of crews is expected to rise to approximately
385 by 2011.

There is a perceived difference in quality among suppliers of seismic services, with Integra,
Tyumengeophysica, Bashneftgeophysica, Tatneftgeophysica and Petroalliance regarded highly in terms of
organization, resources, HSE and business practice. The Chinese company BGP is beginning to enter the Russian
market and is reportedly comparable in price and using well-resourced crews to acquire data. The extent to which
foreign operators can penetrate the Russian seismic market is expected to be limited due to pricing.

Integra’s market share in formation evaluation services based on 2006 revenues is estimated at 15.9%. The
other main participants in this part of the OFS market are Schlumberger, Tatneftegeophysics and
Bashneftegephysics.

Technology Services

The market for technology services is expected to increase from its present estimated value of US$4.8
billion in 2006 to US$5.7 billion by 2011, a 3.7% CAGR from 2006 to 2011 in real prices. Approximately
US$26.6 billion is expected to be spent on technology services between 2007 and 2011 as compared with
US$21.2 billion between 2002 and 2006.

The majority of technology services spending will be on completion for both new wells and the
re-completion of existing wells. This accounts for around 34% of total spending followed by casing. Directional
drilling is also expected to show significant growth of 5% CAGR from 2006 to 2011 in real prices as this
technology has become increasingly more popular.

The majority of growth is expected to occur in Eastern Siberia as well infrastructure begins to develop to
visible levels. Within Eastern Siberia, the market is expected to grow substantially with spending increasing by a
30% CAGR at current prices. With well numbers increasing in the regions, more workovers will be required to
maintain production.

The Russian Oil and Gas Equipment Manufacturing Market

The oil and gas equipment manufacturing market is defined as the design and assembly of drilling rigs with
heavy lifting capacity, including maintenance, service and upgrade of such rigs, the manufacture of cementing
fleets, spare parts, turbines and motors. Other miscellaneous drilling tools are not included. Consumables such as
drilling bits are also not included in manufacturing. As these tools are required for every operation, they have
been included in the drilling market as a cost of drilling a well.
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Market Size

The oil and gas equipment manufacturing market in Russia is expected to grow from its present value of
US$451 million to reach US$2.3 billion by 2011, a 35% CAGR in real terms. The majority of this growth is
expected to come from drilling rig manufacturing where revenues are expected to grow by a CAGR of 47%
reaching US$1.8 billion by 2011. Growth in drilling rig manufacturing results from increased rig construction
activity required to maintain an active rig count as Soviet rig assets approach replacement age.

Cementing fleet construction is expected to peak around 2008 to compensate for the replacement of high
cement fleet construction at the start of the millennium.

Strong growth is also expected in the turbines and downhole motors driven by increased drilling activity.

Market by Equipment Type
Drilling Rigs

The number of active drilling rigs is a subject of much debate. Of the more than 900 rigs constructed at the
end of Soviet era, Douglas—Westwood estimates indicate that around 568 drilling rigs remain active. According
to the Union of Manufacturers of Oil and Gas Equipment of Russia, approximately 32% of the active drilling rig
fleet or 491 rigs were produced more than 15 years ago. These ageing assets have been subject to a great deal of
use and are reaching the end of their useful life. Many older units are cannibalized to repair and maintain existing
assets. The result of this is an anticipated surge in rig construction, with growth in the industry throughout the
period.

By 2011 it is estimated that 92 rigs, or a total of 289 rigs between 2007 and 2011, will need to be
constructed per year to meet increased demand from exploration and production drilling activity. This rate of
construction is required to sustain drilling activity. Shortfalls in domestic construction capacity, however, may
result in operators being forced to purchase rigs from abroad or rely on older, less suitable rigs.

Given the vast territory of Russia and its diverse geological features, drilling conditions vary significantly
from region to region. As a result, there is demand for varying types of products and technologies which differ
significantly in terms of functionality and price. Drilling rigs with heavy lifting capacity, in particular, vary in
price depending on weight, lifting capacity, storage capacity and the amount of associated specialized equipment.
In 2006, the average cost of a drilling rig with heavy lifting capacity, was US$12 million.

The Russian drilling rigs market is dominated by URBO and the Volgograd Plant of Drilling Equipment or
“VZBT”. International drilling rigs producers represented on the Russian market include National Oil Varco
(USA), CPTDC (China), Bentec (Germany) and Upetrom (Romania).

Cementing Fleet Construction

Production of cementing fleet units used for construction of wells and workovers totaled US$57 million in
2005. Increased drilling and workovers are expected to further increase demand for cementing fleet units in the
near term.

The average price for cementing units in Russia is estimated at approximately $120,000 and approximately
US$1.9 million for a complex unit.

The market leaders in this segment are JCS “Izhneftemash”, JSC “Pervomayskkhimmash”, JSC “Strom
mashina”, LCC “Sinergiya” with respective market shares of approximately 40%, 20%, 20% and 10% as of the
end of 2005. The remaining 10% of the market is divided between several international companies, including
Halliburton, Schlumberger and number of Chinese producers.

Turbines and Downhole Motors

Turbines and downhole motors are relatively low-cost units to produce. Around 1,000 motors and 200
turbines are built every year to service the active rig fleet. Each unit is similar in cost. Motors are approximately
US$26,000 and turbines are slightly more expensive.
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Market Trends and Factors Influencing the OFS and Equipment Manufacturing Market

The following represent key market trends and factors that are expected to influence the growth of the
Russian OFS and equipment manufacturing market in the foreseeable future:

Sustained Oil Prices. The high oil prices of recent years both domestically and internationally have
positively influenced investment in the drilling market and expansion to undeveloped areas of the country.

Increase in capital expenditures. The favorable oil price environment is causing an increase in industry
capital expenditures, a portion of which flows down to OFS companies. Between 2001 and 2005 the top four oil
and gas companies increased expenditure in exploration and production to an estimated US$6.0 billion, a 51%
increase over 2004 levels.

Large Oil and Gas Resources. Russia is one of the largest holders of oil and gas resources and over one-half
of Russia’s total resources are prospective developments. Eastern Siberia holds around 7% of both explored oil
and gas resources in Russia and Timan Pechora holds approximately 7% of explored oil resources in Russia.

Transition to Western Practices. Russian oil and gas companies are changing their business practices
focusing on quality-oriented approaches, more carefully controlling assets and using Western practices to
improve reservoir management to increase production.

New Prospective Regions. The era of production growth from traditional Russian oil regions such as
Western Siberia, which possessed well-understood geology and developed infrastructure is ending and oil
companies require service providers to focus on Eastern Siberia and Timan-Pechora where specialized techniques
and equipment are required because of the more challenging geology and harsh topography and climatic
conditions.

Increase in onshore maturity. Russian onshore oil and gas fields are becoming more mature. Levels of
water-cut are increasing and new techniques must be employed to keep production at the required level.
Technologies such as deviated drilling and logging-while-drilling are becoming more common in well
operations. Likewise, improvements in cementing and casing further improve well conditions.

Modernization of Existing Assets. Overall rig stock is in decline due to the age of many rigs or their state of
disrepair. Growth in drilling activity is expected to lead to an increase in new rig construction to maintain an
active rig fleet.

Harsher operating conditions. The movement towards Eastern Siberia will require improved technologies to
cope with the region’s extreme conditions. Investment in improved cementing and casing services, further
seismic exploration services and improved completion techniques are all required to develop the region and are
expected to be costly.

Increase in downhole completion technology capacity: The majority of Russia’s onshore wells now utilize
some form of artificial lift. There are currently around 60,000 electric submersible pump systems in operation
and this figure is growing rapidly. The growth in artificial lift technologies ensures a sustained workover market,
however, as technologies improve workovers are expected to be less frequent.
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BUSINESS

Overview

We are a leading Russian independent provider of onshore oilfield services and are also a leading
manufacturer in the Russian Federation of drilling rigs with heavy lifting capacity, cementing equipment and
certain specialized equipment used in the exploration, development and production of oil and gas. We offer a
diversified range of products and services to local and international oil and gas and other oilfield services
companies, primarily in Russia and the other CIS countries.

We were formed in March 2004 by a group of Russian and western executives who saw an opportunity to
build an independent oilfield services and equipment manufacturing business by acquiring existing assets in the
growing and consolidating oilfield services and equipment manufacturing markets in the Russian Federation.
Having completed 14 strategic acquisitions, our company has become one of the leading companies in the
oilfield services and equipment manufacturing sectors of the Russian market. According to Douglas—Westwood,
based on their estimate of 2006 revenue, we have an approximately 3.9% share of the oilfield services market in
Russia and an approximately 67.8% share of the equipment manufacturing market among drilling rigs with heavy
lifting capacity, performance downhole motors, turbines and cementing equipment.

For the nine months ended September 30, 2006, we had sales of US$324.9 million, operating profit of
US$8.6 million and Adjusted EBITDA of US$54.5 million on an actual basis and sales of US$487.6 million and
an operating loss of US$1.9 million on a pro forma basis, including all acquisitions completed during 2006. See
“Selected Consolidated Historical Financial Information” and “Selected Unaudited Pro Forma Financial
Information”.

Our business is currently divided into two main divisions, oilfield services and oilfield equipment
manufacturing, with the oilfield services division further divided into two primary lines of business: drilling,
workover and IPM services and formation evaluation services. For the nine months ended September 30, 2006,
we had sales of US$195.2 million, operating profit of US$16.9 million and Adjusted EBITDA of US$38.5
million in the drilling, workover and IPM services segment, sales of US$66.8 million, operating profit of US$1.4
million and Adjusted EBITDA of US$13.8 million in our formation evaluation services segment and sales of
US$66.1 million, operating profit of US$11.6 million and Adjusted EBITDA of US$16.2 million in our oilfield
equipment manufacturing division all on an actual basis. For reporting purposes, we include sales by BI of
performance downhole motors and turbines in our drilling, workover and IPM services segment.

Our oilfield services business operates at each stage of the upstream oil and gas business—exploration,
development and production. The drilling, workover and IPM services businesses provide a variety of services,
including the drilling of vertical, deviated and horizontal exploration and development wells, nearly every form
of workover service, a complete range of project management and technology services, and we also manufacture,
sell and lease drilling and other types of oilfield tools. Our formation evaluation services businesses provide
logging and seismic services. We have oilfield services operations in each major onshore oil and gas producing
region in the Russian Federation—Timan-Pechora, the Volga-Urals, Western Siberia and Eastern Siberia—and
have a presence in several other CIS countries. We have also recently started to offer IPM services and seismic
services on a limited basis outside the CIS.

Our oilfield equipment manufacturing business designs, manufactures and supplies new and upgraded
drilling rigs with heavy lifting capacity under the well-known Russian brand ‘Uralmash’, and also designs,
manufactures and sells cementing equipment used to prepare and pump cement slurry into well bores. According
to Douglas—Westwood, based on 2006 revenues, we are a leading manufacturer of drilling rigs with heavy
lifting capacity and cementing equipment in Russia. Our main manufacturing and assembly plants are located in
Ekaterinburg and Kostroma in the Volga-Urals region of Russia and Tyumen in the Western Siberia region of
Russia where there is a developed industrial and transportation infrastructure and access to a skilled labor force.

In both our oilfield services and oilfield equipment manufacturing divisions, we count among our customers
the major Russian and international oil and gas companies operating in Russia and other CIS countries including,
among others, Rosneft, Gazprom, TNK-BP, Lukoil, Total and Shell, as well as many small and medium-sized
independent oil and gas companies operating in Russia and other US countries.
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Set forth below is a map showing the location by line of business of our oilfield services and oilfield
equipment manufacturing companies in the Russian Federation and other CIS countries.
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Recent Developments

* IG Holdings Limited acquired Azimuth, seismic companies, with operations in Kazakhstan and Western
Siberia from International Energy Services, Inc., for total consideration of US$37.3 million and agreed
to acquire NLK, a leasing company, for total consideration of US$3.7 million.

*  Subsequent to September 30, 2006, we entered into several loan, guarantee and pledge agreements with
lenders and other parties totaling US$229.9 million, including 10.7% ruble-denominated bonds with an
aggregate principal amount equivalent to US$114.5 million due November 2011.

*  We breached certain covenants in one of our debt agreements. To obtain a waiver of the breaches of
covenants and the consequent events of default, in January 2007, we agreed to amend the terms of the
agreement and make certain payments.

Competitive Strengths

* Leading independent oilfield services provider and oilfield equipment manufacturer in the
Russian Federation.

Between December 2004 and December 2006, we completed 14 strategic acquisitions in the oilfield services
and equipment manufacturing sectors, building one of the leading independent oilfield services providers and
equipment manufacturers in the Russian Federation. According to Douglas—Westwood, based on their estimate
of 2006 revenue, we have an approximately 3.9% share of the oilfield services market in Russia and an
approximately 67.8% share of the oilfield services equipment manufacturing market consisting of drilling rigs
with heavy lifting capacity, performance downhole motors, turbines and cementing equipment. See “Industry”.

* Broad range of oilfield services and equipment.

While many oilfield services companies operating in Russia operate in discrete segments of the market, we
provide a broad range of oilfield services and equipment for each stage of oilfield exploration, development and
production. Moreover, the acquisitions we made in 2006 have enabled us to further expand the breadth of our
services and equipment offerings and to improve our technical knowledge and operational capacity to perform
oilfield services and manufacture oilfield equipment. As a result of our acquisition of Smith Eurasia in August
2006, we now offer IPM services for drilling and workover operations. We also have access to over 200
experienced oilfield services engineers, which has enabled us to form a technology services department dedicated
to offering specialized services, such as drill bit management services, packer services, drilling tool rental, side
tracking services, completion services and coring services. Since September 2005, we have expanded our oilfield
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equipment manufacturing business to include the production of cementing equipment and have added an
additional manufacturing facility to expand our production capacity, increase the share of drilling rig components
manufactured by us (rather than outsourced) and produce new models of drilling rigs.

e Presence in all major onshore oil and gas producing regions of the Russian Federation.

Russia’s major oil and gas regions are located in some of the most remote regions of the country, each
covering vast territories, which span eight time zones. Marketing and providing services and equipment to these
remote and geographically diverse areas without the benefit of a developed infrastructure poses significant
challenges. As part of our acquisition and development strategy, we have sought to establish a presence in each
of the major onshore oil and gas producing regions of the Russian Federation—Western Siberia, the Volga-Urals,
Timan-Pechora and Eastern Siberia. We currently have operating bases in approximately 35 cities and/or areas of
the Russian Federation. From our operating bases, we are able to deliver services and equipment to our customers
in these regions more effectively. The bases also provide a platform from which we are able to market additional
oilfield services and equipment to new and existing customers. As a result of our strong presence in each of these
regions, we are able to work more closely with our customers and better understand their needs and requirements
within each particular region.

e Diversified customer base.

Our current customer base includes nearly every major Russian oil and gas production company, most
international oil and gas companies operating in Russia and various small- and medium-sized independent oil
companies. For example, we provide oilfield services to Gazpromneft, Rosneft, TNK-BP, Lukoil,
Surgutneftegaz, Gazprom, Tatneft, Shell and Total in the regions where they operate. Along with the nine major
Russian and international oil and gas companies that comprise 50% of our sales for the nine months ended
September 30, 2006, the remaining 50% of our sales of services and equipment were made to approximately 100
customers. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations”.

e Experienced management team.

Our core management team has significant experience in the oilfield services business in the Russian
Federation and other CIS countries. Felix V. Lubashevsky, our chief executive officer since July 2005, has been
working in the Russian oilfield services market for the past ten years and, prior to joining our Group, he had been
the executive vice president of oilfield services and supply chain management at TNK-BP. Mark Sadykhov, our
executive vice president for oilfield services, has been working in the oil and gas services business in the CIS for
the past 25 years and was the President of Smith Eurasia. Prior to joining Smith Eurasia, he had been the
manager of CIS operations for Smith International, Inc. Viktor Tkachev, our executive vice president for
equipment manufacturing, has been working in the Russian oil and gas industry market for the past 25 years and
prior to joining us in 2005 he had been the head of downstream for the Tyumen Oil Company. See
“Management”.

Strategy
*  Grow our market share through value enhancing acquisitions.

We have relied to date upon our acquisition strategy to grow our market share. Between December 2004 and
December 2006, we completed 14 strategic acquisitions of oilfield services and oilfield equipment manufacturing
businesses for an aggregate purchase price of US$432 million. The Russian oilfield services market remains
fragmented. In the next three to five years, however, we expect that the vast majority of the Russian oilfield
services market will be served by a small number of companies. We intend to continue to take advantage of this
ongoing consolidation by acquiring assets in key segments of the oilfield services and equipment manufacturing
sectors in which we expect demand to grow. We will look to acquire private oilfield service companies or
subsidiaries of vertically integrated oil companies that have significant market penetration in a particular product,
service or geographical market, quality management and/or a quality asset base.

*  Support organic growth of acquired operations by modernizing and/or upgrading equipment and
improving integration to increase efficiencies and realize synergies.

Our objective is to improve the operational and financial performance of each acquired business by
integrating it into our consolidated management structure, providing a greater degree of financial control and
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transparency, and also to obtain the benefits of scale in employee and supply chain management, marketing and
technology standardization. Through our current integration process, we introduce standardized operational and
organizational processes to each acquired business to ensure more consistent and efficient execution of work
performance in the areas of financial reporting, health, safety and the environment and technology practices. As
part of the reorganization of our oilfield services business in late 2006, we introduced centralized marketing and
business development teams in order to develop stronger customer relationships, gain market knowledge and
engage in more cross-marketing of our services and products. We also plan to increase utilization of personnel
and equipment through cross training.

We plan to continue to invest in our acquired businesses by modernizing and upgrading equipment required
for contracted work. In the nine months ended September 30, 2006, we invested US$93.6 million in our property,
plant and equipment, including the upgrade of certain of our drilling rigs and the purchase of state-of-the-art
seismic equipment. We intend to invest a further US$190 million in 2007. We expect to target further investment
at improving our capacity and the level of technical proficiency and, where warranted, to add new service and
product offerings that complement our existing services and products.

e Offer more value-added oilfield services through project management and engineering services
and utilization of customized technologies.

Oil and gas companies operating in Russia increasingly demand oilfield services and equipment that utilize
improved technologies and techniques to increase production of hydrocarbons while minimizing production
costs. At the same time, current fields are depleting and exploration activities, including drilling, have become
more challenging, as new hydrocarbon deposits are sought in new, geologically more complex, regions. In such
circumstances, we believe that the most successful companies in the oilfield services market in Russia will be
those that can offer their customers engineering solutions that utilize customized technologies while balancing
cost and quality. Through our newly formed technology services business, we will provide customers with access
to specialized expertise and customer-driven engineered solutions on a stand alone basis or in connection with
our other oilfield services. In 2007, we intend to expand our technology services offering with the addition of our
own coiled tubing and directional drilling services. We also intend to use our capability in IPM as a basis for our
differentiated value-added services offering, providing project consulting services, as well as acting as the
primary general contractor or turnkey operator for our customers’ entire drilling or workover projects.

e Expand our manufacturing business by increasing the volume and type of equipment
manufactured and offering repair and maintenance services.

To capitalize on awareness of the “Uralmash” brand in drilling rigs and associated drilling equipment, we
intend to expand our existing manufacturing lines and decrease the proportion of drilling rig components that we
source from third party suppliers. We believe that additional in-house manufacturing of such components will
also allow us to increase efficiencies in the manufacturing process and improve the quality of the drilling rigs and
associated equipment that we produce. For example, we have started to produce rotors, hooks and most of the
components of our pumps. Additionally, we intend to shift our marketing focus from pure direct sales to include
the repair and maintenance of rigs that have been manufactured by URBO. We believe that the addition of
quality repair and maintenance services will benefit customers by allowing them to utilize modern and
continuously maintained oilfield services equipment while also having access to the expertise of our engineers,
whose support services will form a part of our product offering and help us to develop brand loyalty.

e Continue to diversify our oilfield services to ensure sustainable revenue.

During 2006, we acquired companies and made investments with the goal of broadening our geographic
presence and the diversity of our oilfield service and equipment offerings. We now offer IPM services and have
formed a technology services business through which we have started to offer the services of specialists in
certain core oilfield services technologies and equipment design and manufacturing. For example, we have
expanded our packer services and our drill bit management services and, during 2007, we plan to introduce our
own coiled tubing and directional drilling services. We have also expanded our formation evaluation services by
acquiring seismic companies, such as TNGF and Azimuth, and by investing in new technologies such as three-
dimensional seismic survey equipment and equipment for real-time data transfer. We plan to shift our focus at BI
from equipment sales to a greater emphasis on equipment leasing. We intend to continue broadening the portfolio
of services that we provide to our customers and to cross-sell more services to our core customers. The addition
of these new and other complementary services and optimization of our existing services will allow us to expand
our total service and product offering, thereby ensuring a full range of well site services and providing
incremental sales opportunities throughout the entire life cycle of the well.
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History

Set out below is a brief history of the development of our Group. See “Material Contracts” for a summary of
the key terms relating to various acquisitions described below.

e 2004

We were formed in March 2004 by a group of Russian and western executives who had previously managed
an independent Russian exploration and production company. We acquired our first oilfield drilling service
companies in December 2004 with the purchase of 100% of Alliance for US$3.4 million consisting of cash and
125,000 Class A common shares in our Company and 100% of BK Sever for US$625,000. Alliance had existing
operations in Timan-Pechora and BK Sever had existing operations in Western Siberia.

e 2005

In May 2005, we entered the workover business by acquiring a 51% interest in KomiQuest, a workover
business with operations in Russia’s Komi Republic, for US$3.0 million and a 100% interest in SRIPNO, a
workover business with operations in Western Siberia, for US$300,000. In July 2005, we formed Integra KRS, and
this entity now serves as one of the primary operating companies for all of our workover operations. Integra KRS is
based in Nizhnevartovsk in Western Siberia. In April 2006, we transferred our assets in SRIPNO to Integra KRS
and, in February 2006, we sold our interest in KomiQuest back to the original seller for its original purchase price.

We acquired our first formation evaluation services companies in May 2005 for US$4.9 million with the
purchase of 19.17% of SNGF and 100% of each of GFS and RGK. RGK’s holdings include a 57.17% interest in
PGF and 25.4% and 6.22% interests in NNGF and SNGF, respectively. Additionally, through our ownership
interests in NNGF and GFS, we own a 61.9% interest in NGT, a logging services business. In January 2006, we
formed YPGF. These companies provide logging and perforation services in the Nizhnevartovsk and Nyagan
regions of Western Siberia and in the Stavropol region of the Volga-Urals. RGK has entered into a management
contract to operate NNGF.

In September 2005, we entered the equipment manufacturing business with the acquisition of a 100%
interest in URBO, a well-known Russian drilling rigs manufacturer, and its former affiliate, the drilling tool
manufacturer, BI, for a total of US$70.9 million. URBO and BI had existing manufacturing facilities in
Ekaterinburg, Perm and Pavlovsk, and BI also owned a 55.9% interest in NPO Burovaya Technika, a research
and development company based in Moscow.

In December 2005, we entered the seismic services business with the acquisition of a 75% interest in TNGF,
a leading Russian provider of seismic services with operations in Western Siberia, for US$29.8 million.

e 2006

We substantially expanded our drilling services business in three separate acquisitions between March and
July 2006 with the purchase of PNBK, Argillit and PBN for a total of US$47.7 million. Together these
companies provide drilling services in Eastern and Western Siberia and the Volga-Urals regions of the Russian
Federation. PBN also has operating companies in Uzbekistan and Kazakhstan.

We further expanded our seismic services business in August 2006 by acquiring a 14.56% interest in YGF
and entering into arrangements to obtain effective control of a further 36.18% for a total of US$78.0 million. We
also entered into a management contract to operate YGF. YGF operates in Western and Eastern Siberia.

We acquired additional manufacturing capacity for drilling rigs through the purchase of a manufacturing plant
in Tyumen in June 2006 for US$7.4 million. In July 2006, we added to our manufacturing capabilities with the
acquisition of a 100% interest in STM, which holds a 92.7% interest in OJSC “Strommashina” for US$16.2 million.
STM manufactures cementing equipment in Kostroma (approximately 340 kilometers northeast of Moscow).

In August 2006, we completed our largest acquisition to date with the purchase of Smith Eurasia, Inc.,
Smith Eurasia Ltd., Supply International and SE Management LLC, which we collectively refer to herein as
Smith Eurasia, for US$139.5 million, partly financed through the issue of 266,666 Class A common shares in our
Company valued at US$60 million. Smith Eurasia has operating companies in Russia, Kazakhstan and Ukraine
and a representative office in Turkmenistan. With the acquisition of Smith Eurasia, we expanded our oilfield
services capabilities to include technology services, engineering and IPM services. We also brought Smith
Eurasia’s management team into our company.

In December 2006, we acquired 100% of TGC, 99.5% of Geostan and 94.1% of Azimuth for a total of
US$37.3 million. The three companies, which we refer to collectively herein as Azimuth, provide seismic and
logging services and are located in Tomsk, Russia and Almaty, Kazakhstan.
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Organizational Structure

The diagram below sets forth a simplified organizational structure showing our principal operating
subsidiaries and associates by segment, as well as, the percentage of capital we own or control. For further
information about our subsidiaries, see “General Information” included elsewhere in this Prospectus.
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(' PNBK was merged into Integra Drilling in December 2006.
@ We own 14.56% of the share capital of YGF directly and control a further 36.18%.

In support of our strategy to improve integration and increase efficiencies and realize synergies, we have
started to simplify our legal structure. In December 2006, we formed Integra Drilling and we merged PNBK into
Integra Drilling. Over the course of 2007, we intend to continue to merge our most significant drilling, workover
and IPM subsidiaries into Integra Drilling to form a single, integrated company. We also expect to take steps to
combine our seismic assets and to voluntarily liquidate or sell, where possible, assets that are not material to our
business and were included as part of our historic acquisitions. We believe these measures, combined with the
changes to our operating structure that we have made in 2006, will help us to achieve our integration objectives.

Business

We are a leading Russian independent provider of onshore oilfield services and are also a leading
manufacturer in the Russian Federation of drilling rigs with heavy lifting capacity, cementing equipment and
specialized equipment used in the exploration, development and production of oil and gas. We offer a diversified
range of products and services to local and international oil and gas companies, primarily in Russia and other CIS
countries.

For the first nine months of 2006, we had sales of US$324.9 million, operating profit of US$8.6 million and
Adjusted EBITDA of US$54.5 million on an actual basis and sales of US$487.6 million and an operating loss of
US$1.9 million on a pro forma basis.

Our current business is divided into two main divisions, oilfield services and equipment manufacturing, with
the oilfield services division further divided into two primary lines of business: drilling, workover and IPM
services and formation evaluation services.

Between December 2004 and December 2006, we completed 14 strategic acquisitions, becoming one of the
leading companies in the oilfield services and oilfield equipment manufacturing sectors of the Russian market.
According to Douglas—Westwood, based on their estimates of 2006 revenue, we have an approximately 3.9%
share of the oilfield services market in Russia and an approximately 67.8% share of the oilfield services
equipment manufacturing market in Russia by revenue among drilling rigs with heavy lifting capacity,
performance downhole motors, turbines and cementing equipment.
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Oilfield Services

Our oilfield services division provides services and products for the drilling of oil and gas wells, workover
services, logging and seismic services, engineering and technology services and IPM services. We also
manufacture and sell drilling tools. For the first nine months of 2006, our oilfield services division had sales of
US$262.0 million, operating profit of US$18.3 million and Adjusted EBITDA of US$52.3 million.

We operate at each stage of the upstream oil and gas business—exploration, development and production.
We also manufacture, sell and lease drilling tools used by the oilfield services providers. At the exploration stage
we offer seismic services, engineering, exploration drilling, open-hole logging, coring and formation testing. At
the development stage, we offer development drilling, engineering, cementing, drilling fluids, drill bits, drill bit
management, directional drilling, open-hole logging, mud logging, tubular services, fishing and fishing tools. At
the production stage, we offer production drilling, workovers, side tracking, pump installation, well completion,
packers, perforation, cased-hole logging, production logging and tubular services. We also offer IPM services for
the comprehensive management of drilling and workover projects throughout the entire life cycle of the oilfield
from design and engineering to subcontracting and performance analysis.

We maintain bases of operations in approximately 35 cities and/or areas in each of the major onshore oil and
gas producing regions of the Russian Federation—Western Siberia, the Volga-Urals, Timan-Pechora and Eastern
Siberia—and in certain other CIS countries such as Kazakhstan, Turkmenistan and Uzbekistan.

Drilling, Workover and IPM Services
Overview and History

Our drilling, workover and IPM businesses provide services and products for the drilling of oil and gas
wells, workovers, engineering and technology services and IPM services. This business line also manufactures,
sells and leases drilling tools used by oilfield services providers. In the nine months ended September 30, 2006,
our drilling, workover and IPM services businesses had sales of US$195.2 million, operating profit of US$16.9
million and Adjusted EBITDA of US$38.5 million.

According to Douglas—Westwood, based on 2006 market revenues, we have an approximately 2.3% share
of the drilling, workover, IPM and technology services market in Russia. This does not include sales and leases
of our drilling tools, which Douglas—Westwood include as part of the manufacturing market.

In addition to acquiring companies in the core areas of oilfield services, we have sought to acquire
companies that expand our presence into all of the major onshore oil and gas producing regions in Russia—
Western Siberia, the Volga-Urals, Timan-Pechora and Eastern Siberia. Our acquisitions of PBN and Smith
Eurasia in August 2006 provided us with access to operating bases in Eastern Siberia, an area that we expect to
become an active region for oil and gas exploration and development in Russia as proven reserves and production
in Western Siberia and the Volga-Urals diminish.

Our drilling, workover and IPM services business is carried out by (i) Integra Drilling, comprising three
drilling companies and one workover company with operations in the Volga-Urals, Eastern and Western Siberia,
(ii) Alliance, a drilling company that operates in Timan-Pechora, (iii) Smith Eurasia, a group of companies that
perform IPM and other technology services and operate in the Volga-Urals, Eastern and Western Siberia,
Kazakhstan, Ukraine, Uzbekistan and Turkmenistan, and (iv) BI, our drilling tools manufacturing and research
and development companies operating in Perm and Moscow.

We formed Integra Drilling in late 2006 merged PNBK and plan to merge a number of our other existing
drilling companies and our workover company in order to streamline the utilization of our equipment and
personnel. As part of the restructuring of our oilfield services division in late 2006, we also transferred BI, our
drilling tools business, from our equipment manufacturing division to our oilfield services division. We believe
that the engineering and manufacturing capacity of BI complements our oilfield services businesses by providing
closer alignment with our engineering services and technology services personnel.

Services Provided

Drilling. Our drilling services include the drilling of vertical, deviated and horizontal exploration and
development wells from a standard depth of 1,600 to 3,000 meters to wells in excess of 6,000 meters. We are one
of the few companies in Russia to offer a specialized drilling service known as sidetracking. Sidetracking is a
form of deviated or horizontal drilling used to re-enter wells that have been abandoned and to drill around
obstacles in the vertical well bore in order to enable enhanced oil recovery. Sidetracking requires the use of
customized drilling rigs with lifting capacity of approximately 100 to 125 tons, of which there are currently few
available in Russia. We consider ourselves to be one of the few experienced providers of sidetracking services in

104



Russia. Through our technology services operations we expect to become more active in providing directional
drilling services. We currently provide directional drilling services by subcontracting with third parties. In the
nine months ended September 30, 2006, we drilled 290,000 meters and 108 wells on a consolidated basis, and
343,000 meters and 123 wells on a pro forma basis, as presented in the table below.

Below we present the number of wells drilled and the number of meters drilled by each of our acquired
drilling companies for the year ended December 31, 2005 and for the nine months ended September 30, 2005 and
2006. Other than Alliance and BKS, the table includes operating results from the available records of our
acquired companies prior to the time that we acquired them.

Wells Drilled Meters Drilled
Nine months Nine months Nine months Nine months
ended ended Year ended ended ended Year ended
September 30, September 30, December 31, September 30, September 30, December 31,

Company 2006 2005 2005 2006 2005 2005
Alliance .............. 14 12 17 63,953 37,589 53,818
Argillit ............... 17 — — 49,552 — —
BKS ... ... ... 49 42 55 104,354 89,182 120,941
PBN®D o 2 6 6 21,686 8,403 11,214
Integra Drilling® ....... 41 43 56 103,338 97,313 126,414

(1) Includes companies held directly or indirectly by PBN.
(2) PNBK was merged into Integra Drilling in December 2006.

Workovers. Workovers involve major maintenance or remedial treatment on an oil or natural gas well in
order to increase productivity, or delay the decline, of a well or to bring an idle well back into production. Our
workover services include nearly all of the services required to bring a well into operation such as perforation,
cased-hole and production logging, cleaning well bores, well completion, pumping, preparation for fracturing
treatment, fishing jobs, squeeze cementing and well restoration as well as, abandonment. We do not perform
hydro-fracturing services.

Below we present the number of workovers performed by each of our workover companies and the total
number of workover crew hours for the year ended December 31, 2005 and for the nine months ended September
30, 2005 and 2006. The table includes operating results based on the available records of our acquired companies
prior to the time we acquired them.

Number of Workovers Performed Workover Crew Hours Billed
Nine months Nine months Nine months Nine months
ended ended Year ended ended ended Year ended
September 30, September 30, December 31, September 30, September 30, December 31,
Company 2006 2005 2005 2006 2005 2005
Integra KRS! .......... 718 4 130 121,711 877 21,224
KomiQuest? ........... — — — — 117,906 150,419
SRIPNO3 ............. — 120 183 — 34,426 48,100

(1) Integra KRS was formed in July 2005.
(2) Our interest in KomiQuest was sold in February 2006.
(3) SRIPNO’s assets were transferred to Integra KRS in April 2006

IPM. Through our acquisition of Smith Eurasia in August 2006, we expanded our drilling and workover
capabilities to include IPM. Our IPM service consists of several different management models. For example, we
may act as a general contractor with direct responsibility for the contracting, technology selection, site
supervision, performance analysis and reporting of an entire drilling or workover project or we may act as a
project advisor to the customer with the customer contracting directly with third parties for certain aspects of the
project work. Depending on customer requirements, the service may also include supply chain management or
early design, planning and engineering of a well project.

With more than 200 professionally trained engineers and specialists in nearly every drilling and workover
discipline, we have the ability to manage complex drilling and workover projects. We currently have
approximately 15 projects under management in all of the major oil and gas regions of Russia and in Ukraine.

Technology Services. We formed our technology services business in November 2006 as a result of our
acquisition of Smith Eurasia and in response to what we perceived as the Russian oilfield services sector’s
growing demand for specialized technologies and the corresponding need to ensure that our oilfield services
offering included expertise in certain technology-dependent products or services.

105



Through our technology services business we currently offer specialized expertise in drill bits, turbines and
downhole motors, coring, primary and remedial cementing services, packer services, drilling tools rental services
and completion services. While we previously offered limited cementing services as part of our drilling and
workover services, we now plan to expand our cementing services capabilities and to offer cementing services
through our technology services business. We plan to introduce our own directional drilling and coiled tubing
services during 2007. We presently subcontract directional drilling services from both Russian and Western
service providers. We believe that directional drilling technologies, such as measurement-while-drilling and
logging-while-drilling, will form an increasing share of the market for drilling services. Likewise, we believe that
coiled tubing technologies have broad application in the Russian market and may be utilized, for example, in
drilling, perforating, logging, remedial activities, jetting and lifting operations.

Drilling Tools. BI, our drilling tools business, is primarily engaged in manufacturing, selling and/or leasing
performance downhole motors and turbines. Because BI was originally established as an oilfield equipment
manufacturing test facility, it is capable of manufacturing a wide variety of drilling tools, including whipstocks,
mills, packers, drill collars, fishing tools, drilling jars, casing accessory equipment, core barrels and diamond
core heads, although the current volume of such production is low. BI holds patents for various oilfield
equipment and processes, including drilling rigs, drilling rig rotary drives, downhole piston pumps, a drill winch,
special thread connections and a safety valve, among others. In first nine months of 2006, we sold 435 downhole
motors and 13 turbines.

Below we present the number of downhole motors and turbines manufactured and sold by BI for 2005 and
during the first nine months of 2005 and 2006. Operating data for the first nine months of 2005 is based on the
available records of BI prior to the time we acquired the company.

Number of Drilling Tools Manufactured

Nine months Nine months
ended ended Year ended
September 31, September 31, December 31,
Drilling Tool 2006 2005 2005
Downhole Motors . ..................... 527 342 422
Turbines .. ........ ... ... ... ... . ... .... 20 25 51

Equipment, Technologies and Employees

We have a total rig fleet consisting of 83 drilling rigs and 62 workover rigs in Russia and Kazakhstan, of
which 46 drilling rigs and 46 workover rigs are currently operational. We also lease drilling and workover rigs
from third parties when workflow requires. During the first nine months of 2006, we leased from third parties
approximately 7 drilling rigs for varying periods. As of September 30, 2006, we had in service approximately 41
drilling rigs with lifting capacities of between 75 and 500 tons and a workforce of approximately 4,200
employees. As of September 30, 2006, our workover operations had in service approximately 47 workover rigs
and a workforce of approximately 1,200 employees.

The majority of our drilling and workover equipment was manufactured in Russia, with the exception of
some drilling rigs with heavy lifting capacity from Romania and some mobile workover rigs with heavy lifting
capacity and drilling units from other countries in Europe. Approximately 10 of our drilling rigs have triplex
pumps, 25 have Western manufactured solids control equipment and five have top drive motors.

We believe that we operate the newest workover fleet in Russia, equipped with best-in-class technology.
Our workover crews utilize the latest technology hoist units with lifting capacities of 60 to 80 tons that are
capable of servicing the majority of our work orders. For deeper wells or wells with more complex well
trajectories, we also have available several heavy duty workover units with lifting capacities of 80 to 125 tons.
Substantially all of our primary equipment and associated support equipment for performing workover services
such as hot oilers, steam trucks, fluid storage tanks, pumping units and mobile housing were purchased new
beginning in August 2005, following the formation of our workover company, Integra KRS.

We rely on our newly formed technology services business to provide cementing and coring services and we
plan to introduce our own directional drilling and coiled tubing services during 2007. We currently subcontract
directional drilling services. We anticipate that coiled tubing technologies will have broad application in the
Russian market and will increasingly form a part of most drilling and workover jobs. Through our technology
services business, we also have access to advanced drilling and workover technologies and equipment such as
drill bits, jars, liner hangers, fishing tools and services for managing drill pipe, downhole motors and turbines.
We also have access to specialized work teams that perform bottom-hole assembly. Bottom-hole assembly is an
engineered solution to select and combine the appropriate drill bits, mud pump, drilling fluids, drill pipe, drill
collars, jars and performance downhole motors to achieve the best performance in the drilling process.

106



Smith Eurasia was the first company in the Russian market to offer drill bit technology services and drill bit
management services and it continues to be a market leader in this area. Smith Eurasia has access to drill bits
made available through its exclusive relationship with Smith Technologies and Smith Services, business units of
Smith International.

Drilling a competitively priced, quality well in the fastest possible time requires not only advanced
equipment and technologies but also the synchronization of key parameters such as rig capabilities, mud
properties, drill bits and performance downhole motors. Application engineering is used to continuously upgrade
and fine tune these parameters to ensure optimum results. By applying engineered solutions and offering
customized technologies from our technology services business into other aspects of our business, in particular
our drilling, workover and IPM business, we believe that we are able to provide value to our customers at
competitive prices.

We are the largest manufacturer of downhole motors and turbines in Russia. We offer a wide variety of
downhole motors and turbines which service many different well configurations and meet other technical
requirements. We are also the only manufacturer of diamond core heads. The diamond core head is used in
coring to deepen the well bore by scraping industrial grade diamonds across the surface of the rock at the bottom
of the well hole.

Capital Investment Program

In 2005, we invested US$16.2 million in our drilling and workover business, primarily to purchase
downhole motors, solids control equipment, blow out preventers, drill pipe, steamer and hot oilers. In the first
nine months of 2006, we invested US$65.5 million in our drilling and workover business. We have upgraded the
technology of some of our drilling rigs with triplex pumps, Western manufactured solids control equipment and
top drive motors. Over the next one to two years, we expect to have installed these technologies on a majority of
the drilling rigs we operate in Eastern Siberia, Timan-Pechora and some Western Siberian regions where such
technology is generally required.

We are continuing to make targeted upgrades of our technologies to introduce systems that will improve the
speed and/or accuracy with which we are able to service a well. For example, in connection with our effort to
introduce our own directional drilling services, we plan to purchase in 2007 Western style measurement-while-
drilling systems that use pulsing technology to transmit formation data to the surface in real time. These systems
provide better control of the correct well path and ensure more accurate and faster drilling than the electro-
magnetic measurement-while-drilling systems often employed by Russian providers. We also intend to invest in
our drilling, workover and IPM services segment, primarily in upgrades to our drilling and workover rigs.

Contracting

We generally contract to provide our drilling and workover services on a turnkey basis. However, in Eastern
Siberia nearly all of our drilling contracts are negotiated on a day rate basis and from time to time we contract on
a day rate basis in other Russian oil and gas regions where we operate. Under the terms of our turnkey contracts,
we generally receive a fixed price for providing services such as delivering to our customer one or more wells
drilled according to specifications or a seismic survey and accompanying report. Almost all turnkey contracts are
for a period of one year.

Approximately 80% of our business is obtained through open tenders with the remaining 20% made through
direct sales. Most tenders are conducted annually through a process that begins with requests for proposals in
September and ends with signed contractual commitments generally between December and March. As a result, a
portion of our business activity in the winter months is generally devoted to rig up and rig down operations and
transportation of equipment and personnel required for drilling, workover, logging and certain other services.

Substantially all of our sales of IPM services are derived from contracts awarded through a tender process
on a turnkey basis. Contract terms vary between one month and three years depending on the customers’
requirements with the majority of contracts being for a term of one year. We also enter into day-rate contracts
with our customers as a result of a direct negotiation and sale to the customer. While the terms of our contracts
often vary by customer, most contracts with major customers provide for payment terms of 30 days from the date
of acceptance of the work performed.

All of our technology services and products are contracted for or sold on a stand alone basis in relation to
the specific service performed or product sold or as a part of the services provided under the turnkey contracts
entered into by our drilling, workover and formation evaluation businesses.
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Contracts for the supply of drilling tools are generally fulfilled within a month. The drilling tools are
primarily manufactured according to standard industry specifications and are sold to a wide range of customers
according to a price list. Payment structures vary from 100% advance payments to credit sales paid within 60
days of delivery to the customer.

Customers and Marketing

Business development and marketing was historically managed and conducted by the general director and
chief engineer for each respective business. These individuals were also involved directly in the tender and
contracting processes. As part of our restructuring in late 2006, we sought to create a more structured approach to
our business development and marketing. We created the position of vice president of business development and
marketing and appointed to our drilling, workover and IPM services business a manager dedicated to business
development and marketing for this segment. The manager works with a small team dedicated to developing
business with potential customers and maintaining business with existing customers. Additionally, the manager
works together with the vice president of business development and marketing for the oilfield services division to
consolidate market information, develop marketing strategies and ensure that we are maximizing our sales
opportunities with each customer across the range of oilfield services that we provide.

Our major customers for drilling, workover and IPM services include Rosneft, Gazpromneft, Tatneft,
Lukoil, TNK-BP, Russia Petroleum, Ritek, Russneft, Itera, Salym Petroleum Development, Total and
Pechoraneft. In the first nine months of 2006, our top three customers, Rosneft, Lukoil, and TNK-BP, accounted
for 41.5% of our revenues in the drilling, workover and IPM services business.

Suppliers

We rely on a number of Russian manufacturers, including our own manufacturing companies, to supply us
with various drilling tools and equipment. We generally procure from third parties materials such as drill pipe,
casing, tubing, cementing units, cleaning tanks, racks and hoists and associated support equipment such as
trailers, compressors, generators and boilers. Our drilling, workover and IPM services subsidiaries regularly
purchase performance downhole motors, turbines and some whipstocks and fishing tools from BI and also
contract with URBO for rig upgrades.

From time to time, on complex well drilling projects, such as highly deviated or horizontal wells, we
contract with third parties, such as Schlumberger, Baker Hughes and Halliburton or with certain Russian
providers, to perform directional drilling services. We would expect this practice to decrease once we begin
offering our own directional drilling services.

Operations, Customers and Competition by Region

The majority of our operations are conducted in the Russian Federation and as such we must operate in
remote locations and often in harsh climatic conditions. Because drilling and workover rigs are generally difficult
to transport in Russia, they ordinarily operate within the regions in which they are located. Our drilling and
workover operations can be negatively affected by winter thawing since large volumes of drilling equipment and
drilling rigs situated in certain regions can only be transported during winter when the ground is sufficiently
frozen to create access roads. During the months when there is limited or no access to certain regions, transport
of goods may only be undertaken by helicopter which is expensive and impractical for particularly heavy pieces
of equipment. Failure to demobilize and transport a rig prior to the winter thaw may result in the rig being forced
to remain in place on the oilfield until the following winter. We have attempted to address these limitations by
managing the supply of goods to our drilling and workover operations in these remote regions to ensure
uninterrupted service.
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Below we present by each major oil and gas region in which we operate the number of wells drilled and the
number of meters drilled by each of our drilling companies for 2005 and for the first nine months of 2005 and
2006. Other than Alliance and BKS, operating data is based on the records of our companies prior to the time that
we acquired them. We also briefly discuss our drilling and workover operations, customers and competition
within these regions.

Number of Wells Drilled
Nine months ended Nine months ended Year ended
Region September 30, 2006 September 30, 2005 December 31, 2005
Timan-Pechora . ........... ... ... ... . ... ........ 14 12 17
Volga-Urals ........ ... .. . . 6 15 21
Western Siberia . ................ ... ... 96 70 90
Eastern Siberia . .............. ... ... . ... . .. ..... 2 5 5
Kazakhstan . ......... ... ... ... ... . ... ... ...... _5 _1 _l
Total ........ ... ... . . 123 103 134
Number of Meters Drilled
Nine months ended Nine months ended Year ended
Region September 30, 2006 September 30, 2005 December 31, 2005
Timan-Pechora ... ................. ... ... ... .... 63,953 37,589 53,818
Volga-Urals ...... ... .. . i 13,775 26,445 33,763
Western Siberia ................ .. ... 242,545 161,522 215,408
Eastern Siberia .. .......... ... ... ... . ... ... ..... 13,669 6,131 8,598
Kazakhstan . ............ ... ... ... ... .. ... .. .... 8,941 800 800
Total ....... ... . . . . . 342,883 232,487 312,387

e Western Siberia

We provide drilling and workover services in Western Siberia through PNBK. PNBK maintains operating
bases in locations such as Nyagan, Tyumen and Nizhnevartovsk. As of September 30, 2006, PNBK operated 18
drilling rigs, including 2 leased rigs, and 34 workover rigs and had approximately 3,000 employees in Western
Siberia.

We operate a broad spectrum of drilling rigs from 125 ton rigs used for side-tracking to F400 and BU 6500
rigs capable of drilling wells in excess of 5000 meters. We rely primarily on BU 3-D rigs that are capable of
drilling wells between 1800 and 3200 meters and which we consider to be the most suitable drilling rigs for
cluster drilling in Western Siberia.

Our primary customers in Western Siberia during 2006 by sales were TNK-BP, Ritek, Gazpromneft,
Rosneft, Shell and Kan-Baikal.

We compete in most areas of Western Siberia with BK Eurasia, Siberian Service Company or SSK, Siberian
Geophysics Company or SGK and Nizhnevartovskneftbureniye or NvNB, which generally provide the same
technologies as us and also perform drilling and workover services, primarily on a turnkey basis. See “Industry”.

e Timan Pechora

We provide drilling services in Timan-Pechora and the Komi Republic through our wholly owned
subsidiary, Alliance which has its regional headquarters in Usinsk. Alliance also maintains operating bases in the
Usinsk and Syktyvkar regions of Timan-Pechora. As of September 30, 2006, Alliance operated 10 drilling rigs
and had approximately 1,160 employees in Timan-Pechora and the Komi Republic. We do not currently provide
workover services in Timan-Pechora. We ceased providing workover services in the Komi Republic when we
sold our 51% interest in KomiQuest during 2006. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations”.

We primarily operate 3-D and 4-E type land based Russian manufactured rigs with lifting capacities of
approximately 300 to 350 tons. Land based rigs of this capacity, as opposed to cluster rigs, are more suitable to
this region where drilling depths approach 3600 to 4200 meters. We also offer directional drilling services and
cementing services.

Approximately one-half of all drilling services work is performed in extremely undeveloped regions with
poor transportation networks and as a result most deliveries of equipment and supplies occur during the winter
months when drilling sites can be accessed by winter roads.
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Our primary drilling services customers in Timan-Pechora and Komi by sales are Lukoil-Komi, Rosneft’s
Severnaya Neft, Gazprom’s Severneftegeophizika, Pechoraneft, Enisey, Severnaya Siyaniye and Total.

BK Eurasia, Rosneft Drilling and Geoneft are our primary competitors in this region.

*  Volga-Urals

We provide drilling services in the Volga-Urals through PNBK which has 6 operating bases in the areas of
Izhevsk, Tatarstan, Bashkortostan and Volgograd. As of September 30, 2006, PNBK operated approximately 6
drilling rigs and had approximately 890 employees. We do not currently provide workover services in the Volga-
Urals.

Our primary drilling services customers in the Volga-Urals by sales are Russneft, Tatneft and Ritek.

BK Eurasia, SSK, Urdmurtneftbureniye, Tatburneft, Bashkirskoye and UBR are our primary competitors in
this region.

e FEastern Siberia

We provide drilling and workover services in Eastern Siberia through PBN, which maintains operating
bases in Kovykta and Verchnechonsk. As of September 30, 2006, PBN operated 5 drilling rigs and one workover
rig and had approximately 210 employees in Eastern Siberia. We began providing drilling, workover and IPM
services in Eastern Siberia in the second half of 2006 following our acquisitions of PBN and Smith Eurasia.

We operate two different types of drilling rigs in this region, standard BU 3200 cluster rigs and two
modified F-400 Romanian land rigs. The heavy duty Romanian rigs have been fully upgraded with
state-of-the-art top-drive motors, solids control packages, rig monitoring devices and three high-end variable
speed triplex pumps. We also provide mud and cementing services and through our IPM services we manage the
contracts of other Russian and Western companies performing directional drilling, mud logging and drill bit
services.

Our customers in Eastern Siberia are Rusia Petroleum and Verhnechonskneft, for which we have been
contracted to provide drilling and workover services in Kovykta on a day rate basis and on a turnkey basis using
cluster rigs. We also provide complete IPM services for Rosneft at its Vankor Project.

Our primary competitors in Eastern Siberia are local, independent providers.

Formation Evaluation Services
Overview and History

We provide formation evaluation services consisting of both on-shore logging and seismic services. Our
formation evaluation services businesses operate in Eastern and Western Siberia, Timan-Pechora, Volga-Urals
and Kazakhstan.

According to Douglas—Westwood estimates, based on 2006 market revenues, we have a 15.9% share of the
Russian logging and seismic services market in Russia.

In the first nine months of 2006, our formation evaluation services businesses had sales of US$66.8 million,
operating profit of US$1.4 million and Adjusted EBITDA of US$13.8 million.

We began offering logging services in Western Siberia following our acquisitions of RGK and GFS in May
2005. We began offering seismic services following our acquisition of TNGF in December 2005. Today we own
majority and minority interests in 15 formation evaluation services businesses. We have entered into
management contracts with each of the companies in which we do not own a 100% interest except SNGF,
Geostan, and Azimuth. Under the terms of our contracts, we manage the day-to-day business of the company as
well as carry out tax and financial planning. We receive management fees for our services that are calculated
either as a specified percentage of monthly revenue and/or a specified percentage of quarterly income of the
managed company or on the basis of hourly rates of our executives. All contracts are concluded for an indefinite
period, although the shareholders of each company that we manage may terminate the contract at any time.

While logging activities may be performed throughout the year, there is a limited season for performing
seismic activities in the Siberian regions of Russia as we are unable to gain access to these remote, undeveloped
areas during summer due to the flood-like conditions of the marshy landscape caused by spring thawing. We are
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generally only able to perform seismic activities in Siberia from December to April. We are attempting to address
these limitations by exploring the cross-usage of equipment for various types of work and increasing the
utilization and retention of our work crews during periods of unseasonable weather in Russia by offering
formation evaluation services in other geographic locations. We have started marketing our seismic services
more actively in the southern regions of Russia and throughout the CIS countries, India and certain countries in
Africa and South America. By offering our seismic services outside of Russia and in the south of Russia during
the summer, we hope to be able to generate a more balanced revenue stream and maintain the employment of our
seismic crews throughout the year. In 2006, we performed seismic operations in Azerbaijan and Mauritania.

Services Provided

Our logging services include carrying out surveys and operations at producing wells and at wells being
drilled. We perform open-hole logging, offering a wide range of well data collection while drilling is in progress,
including mud logging, cased-hole logging of all types and perforation services. Logging services include
recording by depth or time or both of one or more physical quantities in or around the well site. Our seismic
services include carrying out two-dimensional and three-dimensional seismic surveys and vertical seismic profile
surveys. Our seismic data interpretation services include reviewing seismic data collected by us or provided by
our customers and interpreting such data to provide recommendations to our customers for their oil and gas field
development programs.

Below we present the number of two-dimensional and three-dimensional seismic surveys performed by our
crews in 2005 and for the first nine months of 2005 and 2006. A substantial portion of the operating data is based
on the available records of our acquired companies prior to the time that we acquired them.

Two-dimensional Seismic Three-dimensional Seismic
Logging Operations (Sq. Km) (Sq. Km)
Nine Nine Nine Nine Nine Nine
months months Year months months Year months months Year

ended ended ended ended ended ended ended ended ended
September September December September September December September September December

Subsidiary 30,2006 30,2005 31,2005 30,2006 30,2005 31,2005 30,2006 30,2005 31,2005
Azimuth!

PGF2 ... ................. 1,821 743 808

TNGF? ................. — — — 4,655 4,219 4,255 2,173 1,885 1,929
YGF*. ... — — — 4,014 3,815 3,904 2,406 2,136 2,172
YPGF> . ................ 705 — — — — — — —
GFS2 ... ... 2,521 1,686 2,293 —

Associates

NNGF? ................. 11,812 8,949 11,631

SNGF2 ................. 2,615 2,430 2,866 232 120 223

(1) We acquired interests in Azimuth in December 2006.

(2) We acquired interests in PGF, GFS, NNGF and SNGF in May 2005.
(3) We acquired interests in TNGF in December 2005.

(4) We obtained effective control of YGF in August 2006.

(5) We formed YPGF in January 2006.

Equipment, Technologies and Employees

We utilize state-of-the-art equipment, technologies and processing methods in our formation evaluation
services businesses. In the first quarter of 2006, we purchased approximately 20 new logging complexes
consisting of trucks, laboratories, downhole equipment and tools which are based on Western designs and data
collection methods. We support our logging services businesses through a central headquarters in
Nizhnevartovsk in Western Siberia. We plan to relocate this center to Tyumen during 2007.

We either own or lease all of the seismic equipment we utilize, including electronic channels, data
acquisition systems, vibrators, geophones, molder machines, drilling units, explosives and telemetry systems. As
at September 30, 2006, we owned approximately 80% of all of the seismic equipment we used. Our seismic
support centers located in Tyumen, Yamal and Almaty perform data processing, maintain, repair, calibrate and
certify all of our tools and conduct training for our engineers.

Each of TNGF, YGF, Azimuth and GFS maintains a library of previously conducted seismic surveys. We
provide data on such surveys to our customers as a stand-alone service.

Acquisition of seismic data is a labor intensive process. We compete with other seismic companies for both
permanent and seasonal employees. We believe that we offer our current and prospective employees competitive
compensation packages and opportunities for professional growth that most other companies do not provide. We
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also believe that our ability to offer employees a less seasonal work pattern due to our growing participation in
the seismic data acquisition markets outside of Russia will favorably distinguish us from our competition and
will enable us to continue to attract a sufficient number of qualified employees. With respect to processing and
interpretation, we compete for employees with such large international participants in the Russian data
processing and interpretation market as Schlumberger.

We presently have 48 logging crews and approximately 400 employees in logging services. Our logging
crews typically consist of three logging engineers. NNGF, our associate that we manage, has a further 95 logging
crews and from time to time we contract with NNGF to perform logging services for one another. We presently
have approximately 45 seismic crews and approximately 6,740 employees in seismic services. Our seismic crews
typically consist of approximately 20 core employees as well as seasonal employees of approximately 60 to 100
persons for two-dimensional surveys and approximately 130 to 180 persons for three-dimensional surveys.
Below we present the number of logging and seismic crews of each of our formation evaluation services
companies for 2005 and for the first nine months of 2005 and 2006. A substantial portion of the data is based on
the available records of our acquired companies.

Capital Investment Program

In 2005, we invested US$0.7 million in our formation evaluation businesses, primarily to purchase new
logging complexes. During the first nine months of 2006, we invested US$21.5 million in our formation
evaluation businesses to purchase seismic channels, vibrators and associated support equipment. We have also
invested in our seismic operations center to purchase new computer work stations and specialized software. In
2007, we plan to invest approximately US$9.0 million in our logging services to acquire additional logging
complexes and approximately US$34.0 million in our seismic services to acquire seismic acquisition systems and
specific drilling rigs used for the installation of explosives charges. In addition, we plan to relocate our logging
support center to Tyumen in 2007.

Contracting

We generally contract to provide our logging and seismic services on a turnkey basis. Under the terms of
our turnkey contracts, we generally receive a lump sum payment following completion of our services such as
delivering to our customers a seismic survey and accompanying report. Almost all turnkey contracts are for a
period of one year.

Approximately 80% of our business is obtained through open tenders with the remaining 20% made through
direct sales. Tenders for logging services are conducted annually through a process that begins with requests for
proposals in September and ends with signed contractual commitments generally between December and
January. As a result, in the winter months, a portion of our business activity for logging is generally devoted to
transportation of equipment and personnel required for logging services. For seismic acquisition services, the
tender process usually begins in July and participating service providers are generally required to pre-qualify.
Contracts are concluded within one to two months of the tender and are either one or two years in duration.
Contracts entered into with the Russian government may take as much as six months to negotiate.

Most seismic customers separate tenders into seismic data acquisition services and seismic data processing
and interpretation services. Contracts for data processing and interpretation services are entered into throughout
the year. A typical data processing and interpretation engagement takes approximately 6 months to complete and
results in the preparation of a data processing report accompanied by geological maps indicating recommended
exploration well locations. We compete for seismic data processing and interpretation services through YGF,
Irtyshgeofizika, a subsidiary of TNGF, and Geostan.

Customers and Marketing

Business development and marketing was historically managed and conducted by the general director and
chief engineer for each respective business. These individuals were also involved directly in the tender and
contracting processes. As part of our restructuring in late 2006, we sought to create a more structured approach to
our business development and marketing. We created the position of vice president of business development and
marketing and appointed to our formation evaluation services business a manager dedicated to business
development and marketing for this segment. The manager works with a small team dedicated to developing
business with potential customers and maintaining business with existing customers. Additionally, the managers
within each line of business work together with the vice president to consolidate market information, develop
marketing strategies and ensure that we are maximizing our sales opportunities with each customer across the
range of oilfield services that we provide.
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Taking into account the services performed by our associates in which we hold minority interests, the major
customers of our logging services include TNK-BP, Rosneft and Slavneft. The major customers of our seismic
services include Gazprom, Gazpromneft and a number of affiliates of Gazprom, Rosneft, Gazpromneft,
Surgutneftegaz, TNK-BP and Russneft. During the first nine months of 2006, the majority of the formation
evaluation services we performed were carried out in Western Siberia. For the nine months ending September 30,
2006, TNK-BP represented 20% of our sales and the top four customers represented 55% of our sales.

Suppliers

We depend upon a variety of Russian and foreign suppliers for purchases of equipment and supplies used in
our formation evaluation services work. We utilize both the US manufactured Input/Output and the French
manufactured SERCEL seismic systems. Most equipment we purchase meets the standards developed by the
American Petroleum Institute.

Competition

Logging services are highly competitive in the Russian market. The provision of services is dominated by
OJSC “Tyumenpromgeophyzika”, which is owned in part by Schlumberger, OJSC “Bashneftegeophyzika”, NK
“Paritet” and Noyabrskgeophyzika. Some large Russian oil and gas companies such as Gazprom perform these
services in-house, limiting our ability to compete for their work.

The seismic services market in Russia is largely dominated by three companies. According to Douglas—
Westwood, Integra is the largest provider of seismic services in the Russian market, followed by
Khantymansiyskgeophyzika and Tatneftgeophyzika. Other seismic services providers are OJSC
“Bashneftgeophyzika” and Sibneftgeophyzika, along with several other smaller companies.

Equipment Manufacturing
Overview and History

We believe we are the leading designer, manufacturer and supplier of heavy drilling rigs and cementing
equipment in Russia. According to Douglas—Westwood, based on their estimate of 2006 revenues, we had a
67.8% share of the oilfield services equipment manufacturing market by revenue among drilling rigs with heavy
lifting capacity (including maintenance, service and upgrade), cementing equipment (including spare parts),
turbines and downhole motors. For the first nine months of 2006, our equipment manufacturing business had
sales of US$66.1 million, operating profit of US$11.6 million and Adjusted EBITDA of US$16.2 million. This
does not include sales and leases of drilling tools from BI, which Douglas—Westwood includes as part of the
manufacturing market but that we report as part of our drilling, workover and IPM segment.

Our oilfield services equipment manufacturing business is carried out by URBO, whose manufacturing
facilities are located in Ekaterinburg in the Volga-Urals region of Russia and in Tyumen, Western Siberia, and
STM, whose manufacturing facilities are located in Kostroma, a city approximately 340 km northeast of
Moscow. All of our manufacturing locations benefit from relatively developed industrial and transportation
infrastructure and access to a qualified labor force.

We entered the drilling rigs manufacturing business by acquiring URBO in September 2005. In order to
increase our rig manufacturing capacity and have the ability to manufacture certain of our rigs’ components
previously sourced from third parties, we acquired a manufacturing plant in Tyumen in June 2006. We entered
the cementing equipment manufacturing business by acquiring STM in a series of transactions from March
through July 2006.

Drilling Rigs

URBO’s primary activities are the engineering, manufacture and supply of new and upgrading of used
drilling rigs with lifting capacities in the range of 200 to 600 tons. URBO also produces assembly units, provides
engineering services for drilling rigs, performs equipment maintenance and repair, assembles equipment and
produces spare parts for drilling rigs.

New and Upgraded Drilling Rigs

Stationary Drilling Rigs. Our stationary drilling rigs are capable of drilling to a depth of up to 8,000 meters
and have a lifting capacity of up to 600 tons. Such rigs have a non-moving base and require the use of special
vehicles, if dismantled and transported as large units, or common trucks and railway platforms, if dismantled and
transported as small units.
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Cluster Drilling Rigs. Our cluster drilling rigs are capable of drilling to a depth of up to 6,500 meters and
have a lifting capacity of up to 600 tons. The distinguishing characteristic of such rigs is the system of skids that
allows the rig to be moved from one well to another within one drilling pad. Such rigs are uniquely designed for
the drilling programmes commonly used by the majority of our customers operating in Western Siberia.

Mobile Drilling Rigs. Mobile drilling rigs are capable of drilling to a depth of up to 3,200 meters and have a
lifting capacity from between 160 and 200 tons. Mobile drilling rigs are based on transportation trailers, and all
such rigs’ support equipment, such as solids control, transfer pumps, mud pumps, drilling fluid tanks, electrical
supplies, is stored within protective housing. Mobile rigs can be easily and quickly relocated from one drilling
site to another and are used for workover operations, remedial services, drilling through cement and sand plugs
and drilling of lateral wells. We currently do not manufacture mobile drilling rigs. We hope to commence
production of mobile rigs with a lifting capacity of 160 tons at our Tyumen manufacturing facility in late 2007.
We are currently making investments in this facility to prepare for production.

Upgraded Drilling Rigs. Due to the extended useful life of the previously supplied “Uralmash” drilling rigs
and the new requirements for more technologically advanced drilling systems, our customers sometimes choose
to upgrade their existing rig fleets rather than to purchase new rigs. For example, an upgrade of a drilling rig may
involve the installation of more powerful mud pumps and the switch of a rig’s electricity system from the use of
alternating current to direct current. The cost to our customers of an upgrade of a used rig performed by URBO is
typically 60% of the price of a comparable new URBO rig.

Below we present historical production data for the production of stationary and cluster drilling rigs
manufacturing by URBO in the periods indicated. Other than production for the first nine months of 2006, the
data is based on the records of our acquired companies prior to the time of our acquisition.

New Build Drilling Rigs
Nine months ended Year ended
Rig Type September 30, 2006 December 31, 2005
Stationary ... ... 2 —
CIUSEeT . vt 3
Total ... 5

Drilling Rig Units and Spare Parts

URBO manufactures fully assembled units and spare parts that it supplies in connection with its upgrade
and repair services such as, for example, mud pumps, rotary tables, swivels, hooks, crownblocks, mud tankage,
masts, catwalks and emergency escape cabins.

URBO manufactures most of the key components of drilling rigs, including the substructures, masts, draw
works, rotary tables, pipe racks, v-doors and catwalks, mud pumps, hooks, crownblocks, complete mud tankage
and railing/skidding systems. Utilizing parts from other providers, URBO assembles, among other things,
silicon-controlled rectifiers for electric rigs and transfer and booster pumps. All equipment supplied to our
customers operating in Western and Eastern Siberia and the Timan-Pechora regions of Russia is manufactured
for the harsh climate of those regions and, when fully assembled, the entire rig is winterized. URBO uses three-
dimensional design programs and all of its engineering processes and designs are certified by Russian and
relevant international governmental agencies and industry experts such as the American Petroleum Institute. The
design and engineering of our drilling rigs is performed exclusively by URBO. While, we currently outsource
manufacturing of approximately 51% of each drilling rig’s components and purchase certain key components,
such as top drive motors and generators, from third party suppliers, we intend to reduce our reliance on
outsourced products going forward.

Repair and Diagnostic Services

URBO provides repair services for the new drilling rigs it manufactures as well as existing “Uralmash”
drilling rigs. Repair involves the overhaul of existing rig components. Our customers also sometimes require us
to perform various diagnostic tests on their “Uralmash” drilling rigs to determine whether the useful life of the
drilling rig may be extended. Following a favorable opinion from our experts, our customers can obtain permits
from the Russian authorities that enable them to continue to use the existing drilling rig. The diagnostic services
are performed by our specialists on our customers’ drilling sites. In order to expand our upgrade and repair
services, we intend to acquire machine shops in two facilities that are adjacent to our existing manufacturing
facilities in Ekaterinburg and which are equipped with the equipment required for such services, including a
crane with the lifting capacity of 50 tons. As a part of the expansion, we also intend to open a number of service
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centers, including spare parts warehouses, in the regions of Russia that are in close proximity to the main areas of
our customers’ operations. One such center is currently operated by our subsidiary OOO “Orenburgtechservice”,
which provides repair and other rig maintenance services to our customers in the Volga-Urals region.

Production facilities

Our main manufacturing facility for URBO drilling rigs is located in Ekaterinburg. Our drilling equipment
manufacturing facilities occupy an area of approximately 45,000 square meters and include two machine shops
and an assembly shop. We employ over 200 pieces of equipment in the manufacturing process from lathes, to
grinders to cutting machines. Our machinery is versatile enough to manufacture spare parts or optional
equipment and to repair large equipment. The existence of a welding department, a paint spraying room and a
place for conservation and packing makes it possible to establish a closed cycle for drilling equipment
manufacturing. We also have a testing department where assembled equipment is tested against its performance
specifications and assigned a certified equipment passport. If requested by customers, our drilling rigs can be
fully assembled and tested on site prior to their delivery to customers. The manufacturing facility is connected to
the Russian rail network through an intra-facility rail system, which enables us to deliver supplies to URBO
efficiently and to deliver manufactured rigs to our customers. Substantially all of the manufacturing equipment
located at our Ekaterinburg manufacturing facility has been in operation for more than 15 years. Approximately
50% of this equipment has been in operation for more than 40 years.

In May 2006, we acquired manufacturing facilities in Tyumen consisting of an approximately 46 hectare
property with structures that will provide capacity for the welding, fabrication and cast building associated with
the manufacture of drilling rigs. Approximately 80% of the manufacturing equipment located at our Tyumen
manufacturing facility has been in operation for more than 15 years. Approximately 20% of such equipment has
been in operation for more than 40 years. We presently do not possess licenses to operate some of the equipment
located at our Tyumen facility. For instance, of the 28 heavy cranes located at the facility, 6 have been certified
as being technically fit for their intended use. We are currently in the process of applying for the issuance of the
required license and certificates. With respect to certain licenses, such as, for instance, our water use license,
relevant licensing authorities have identified a number of conditions, including environmental clean-up
obligations, that we are required to satisfy prior to the issuance of the relevant license.

Capital investment program

In 2005, we invested US$0.2 million in our manufacturing business to upgrade existing equipment. In the
first nine months of 2006, we invested US$9.1 million in our drilling rig manufacturing business of which
US$7.4 million was used to purchase the manufacturing plant in Tyumen.

Contracting

We obtain new business by participating in tenders organized by our clients or through direct negotiations.
A typical tender consists of the following stages. Prior to the announcement of a tender, our clients ordinarily
define the main technical parameters of the drilling rigs required for their drilling programs. Our participation in
the tender commences upon receipt of such technical parameters as well as drafts of contractual documentation.
At the initial stage of the tendering process, we attempt to identify the existing design solutions that we may offer
to the prospective client. In the event a standard solution is not available, we prepare a custom design of the rig.
Customers generally issue tenders for equipment providers between November and February.

The drilling rigs we manufacture are covered by a limited warranty for a term of 18 months from the date of
the rig’s delivery to the customer or 12 months from the date when the rig commences operations. URBO’s
service department is responsible for handling warranty claims and providing post-warranty service. Each
warranty claim is investigated by a team comprised of a representative of URBO and the customer. In the event a
defect covered by our warranty is identified, we dispatch our repair experts to the location of the drilling rig and
generally perform repairs on site. We are currently in the process of forming Uralmash Service, a division of
URBO that will be responsible for the provision of our rig diagnostics, upgrade and repair services. We expect
Uralmash Service to establish a network of regional service centers in order to be in a position to offer our clients
expeditious and efficient rig repair services. We presently operate one such center in Orenburg in the Volga-
Urals region. Our planned expansion of the upgrade facilities in Ekaterinburg is expected to enable us to increase
capacity of our on-site rig upgrade services.

Customers and Marketing

We count among our customers most major Russian oil and gas companies such as Rosneft, TNK-BP and
Surgutneftegaz, as well as leading Russian and some international drilling contractors, such as BK Eurasia and
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KCA Deutag. We also sell our equipment to other CIS countries, including Turkmenistan, Ukraine and Belarus,
and in 2006 we also delivered spare parts for Uralmash rigs in Syria. For the nine months ended September 30,
2006, TNK-BP represented approximately 45%, Rosneft represented approximately 21% and Belarusneft
represented approximately 9% of our drilling rig manufacturing sales.

Our marketing activities include direct marketing to large and existing customers and general advertising.
Business development is carried out through industry research and market analysis. While most of our drilling
rigs are designed to satisfy the specific requirements of particular clients, we also perform research on drilling
projects to identify specific needs for a particular region and develop new product concepts which can be offered
to potential clients operating in that region. We perform market and equipment analysis to identify medium- and
long-term demand, and use this information for product development and to identify target customers for our
upgrade services.

Suppliers

We currently outsource the manufacturing of approximately 51% of the components of our drilling rigs. All
of our suppliers are located either in Ekaterinburg, in close proximity to our manufacturing facility, or in the
Volga-Urals region of Russia. Some of the specialized components used by us in the manufacturing of our
drilling rigs are purchased from other manufacturers. For example, our customers often determine the type and
the manufacturer of the top drive motors to be installed on our drilling rigs, and we typically purchase these from
foreign suppliers.

Competition

We compete against Russian and foreign manufacturers with respect to the various types of drillings rigs
manufactured by URBO. In the former Soviet Union, the manufacturing of drilling rigs was performed by a
number of state-owned entities, each of which specialized in a particular type of rig. “Uralmash”, the predecessor
entity of URBO, was the designated manufacturer of heavy stationary drilling rigs with lifting capacities in
excess of 200 tons. OOO “Volgogradskiy Zavod Burovoy Techniki”, or VZBT, has historically been the
designated manufacturer of drilling rigs with a lifting capacity of up to 200 tons. VZBT currently manufactures
heavy stationary drilling rigs as well as cluster drilling rigs with lifting capacities of up to 250 tons. We consider
VZBT to be our main Russian competitor in the stationary and cluster rigs segment. In the mobile drilling rigs
segment, we will compete against VZBT as well as a number of other Russian manufacturers, such as ZAO
“Spetsmash”, OAO “Kungurskiy Mashinostroitel’niy Zavod” and OOO “Izhdrill”.

We face significant competition from Bentec, a manufacturer of onshore and offshore drilling rigs with
operations in Germany. Bentec is currently the only non-Russian manufacturer that has produced and supplied to
the Russian market a winterized version of a skiddable cluster drilling rig that satisfies the requirements of
Russian oil and gas companies. While Bentec does not currently have service or assembly facilities in Russia,
according to recent reports, it plans to acquire a facility in Tyumen. We also face competition from Chinese
manufacturers and from certain US and Canadian manufacturers.

Unlike the drilling rig manufacturing market, the market for assembly units and spare parts is characterized
by a large number of small- to medium-sized manufacturers. In the former Soviet Union, the technology and
design of drilling rigs was often made available to and the parts were manufactured by several enterprises. We
currently face competition from a number of manufacturers that are capable of producing spare parts for legacy
“Uralmash” drilling rigs.

Cementing Equipment

Our cementing equipment is produced by STM’s subsidiary OJSC “Strommashina” or “Strommashina”.
Formerly a part of the Soviet military industrial complex, Strommashina became a manufacturer of oilfield
services and road construction equipment and is now a leading manufacturer of cement pumping and cementing
support equipment in Russia.

Products and technologies

Cementing complexes and units. Strommashina’s main product is KTsS-40, a cementing complex that
consists of high performance triplex pumps, mixing systems with various sensors to measure the characteristics
of the cement slurry, as well as a modern data acquisition system that collects data in real time and functions as a
design tool for adjusting the characteristics of cement during cementing. This product was introduced to the
market three years ago. Strommashina also produces traditional single pump units, both with duplex or triplex
pumps, which continue to be utilized in the Russian market.
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Road construction equipment. Strommashina also manufactures rock crushing machines that are commonly
used for the construction of roads. We currently intend to retain this product line, although it comprises a small
portion of our business.

Foundry. Strommashina manufactures approximately 300 tons of 110G13L grade steel a month and is a
leading Russian producer of steel spare parts for grinding equipment.

Production facilities

Strommashina’s manufacturing facility is located in Kostroma in the Volga-Urals region of Russia. The
facility consists of four shops covering approximately 61,300 square meters and includes a foundry, which
comprises approximately 50% of the total area of our manufacturing facility, a stamping shop, a welding and
assembly shop and a metalworks shop. Approximately 80% of Srommashina’s manufacturing equipment has
been in operation for more than 15 years. Approximately 50% of such equipment has been in operation for more
than 40 years.

Below we present historical production data for the production of pumps and mixing systems for cementing
equipment manufacturing by Strommashina in the periods indicated. The data is based on the records of the
acquired company prior to the time of our acquisition.

Number of Units Manufactured

Nine months Nine months

ended ended Year ended
September 30, September 30, December 31,
Equipment Type 2006 2005 2005
Pump Stations . ... 32 31 37
Cementing Complexes . . .. ..vv vttt e 4 2 2

We acquired Strommashina through our acquisition of STM in July 2006 for US$16.2 million plus the
assumption of US$1.4 million of debt. At the time of our acquisition in July 2006, the manufacturing facilities
had been idle for a period of approximately six months. See “Material Contracts”. In 2007, we intend to invest
approximately US$7.0 million in Strommashina to upgrade our foundry and metalworks preparation facilities,
acquire a sandblasting machine and a painting chamber. The upgrade of our foundry facility is expected to
increase production of steel from the current level of approximately 300 tons a month to approximately 400 tons
a month and we intend to use this production to increase the number of in-house manufactured components for
our drilling rigs.

Contracting

We obtain new business by participating in tenders organized by our clients or through direct negotiations.
The tendering process is substantially similar to that utilized at URBO, the key differentiating factors being the
shorter production periods for our cementing units. Our sales are typically subject to performance of several trial
cementing jobs utilizing our new cementing units. We employ several cementing experts who participate in these
trials and provide related training to our customers’ employees. The cementing units we manufacture are covered
by a limited warranty for the term of 18 months from the date of the unit’s delivery to the customer or 12 months
from the date when the unit commences operations.

Customers and Marketing

Strommashina counts among its customers a number of Russian oil and gas companies such as Gazprom,
Rosneft, TNK-BP and a number of Russian oilfield services providers such as SSK, BK Eurasia and Burgaz.

As our acquisition of STM is fairly recent, our marketing activities to date include direct marketing to
existing customers and general advertising. Consistent with our approach at URBO, we also expect to conduct
business development through industry research and market analysis. For example, we perform market and
equipment analysis to identify demand, and use this information for product development and to identify target
customers for our products.

Suppliers

Strommashina manufactures most of the components of its cementing complexes and related equipment.
The key parts of our cementing units that we do not manufacture are electronics components and the wheel-base
on which our cementing units are mounted. The electronics components are supplied by OOO “BurGeoService”
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and include the computer system used to control the cementing process. Upon our customers’ requests, we
purchase the wheel-bases from OJSC “Avtomobilniy Zavod “Ural”’, KRAZ, KAMAZ and Ural—IVECO. We
also purchase the electric sensors that are used for various measurements during the well cementing process from
000 “BurGeoService”, CISC “Electrotech” and OOO “Oreol”. We source other parts of our cementing units
that we do not manufacture, such as wires and similar parts, from a number of suppliers.

Competition

Our primary competitors are Russian manufacturers of cementing equipment, such as OAO “Izhneftemash”,
OAO “Pervomaiskhimmash” and OOO *“Sinergiya”. The primary determinant for selecting an equipment
provider is price.

Research and Development

Our research and development work is primarily performed by NPO Burovaya Technika, a subsidiary of BI,
headquartered in Moscow. Traditionally, this company focused on two particular areas—improving the technical
capabilities of equipment based on their existing designs and exploring the development of new technologies and
equipment.

Our current research and development efforts are focused on developing new approaches to manufacturing
cementing equipment and mid-sized mobile drilling units for which we believe there will be increased demand in
the market. Through our research and development group we also perform engineering studies to address aspects
of complex well design posed by multilateral and horizontal wells and perform environmental studies required by
governmental authorities as a condition to final approval of a drilling project.

We do not specifically allocate investments to our research and development activities and we immediately
expense such investments.

Intellectual Property

We have registered approximately 140 patents and 4 trademarks in Russia. We also have 12 pending
applications to register patents and trademarks. Our patents for inventions, utility models and designs are related
primarily to various types of drilling equipment such as downhole motors.

Following our purchase of URBO, in November 2005, IG Holdings Limited entered into a license
agreement with OJSC “Uralmash Heavy Machinebuilding Plant” or “Uralmashzavod” pursuant to which it pays
a fee of RUR 72,000 per year for the non-exclusive right to use the name “Uralmash” in English and Cyrillic in
the Russian Federation for so long as Uralmashzavod holds the trademark. In May 2005, prior to our acquisition,
URBO entered into a similar license agreement for the use of the name “Uralmash” in English for a fee of RUR
36,000 per year. The current trademark expires in 2010 but Uralmashzavod is obligated to take steps to maintain
the trademark. Under the terms of our license agreements, we are entitled to one-time damages in the amount of
US$1.0 million in the event Uralmashzavod assigns its exclusive rights to the trademark and fails to protect our
rights and interests with respect thereto.

We have also registered a number of trademarks, including the names “Kontsern Stromneftemash”
(Cyrillic), “Tyumenneftegeophysika” (Cyrillic) and “Pavlovsky Mashzavod” (Cyrillic). We have not registered
in any jurisdiction and do not have a legally protected right to the trademark or name “Integra”. See ‘“Risk
Factors—Risks Related to Our Business—We may be unable to secure or protect our rights to intellectual

property”.

Insurance

Currently, we are not insured against business interruption, environmental damage or third party liability
except to the extent that third party liability insurance is required as a term of our licenses to conduct operations
on industrial sites or by our customers as a condition of our contract with them. We believe that the level and
types of our insurance coverages are within industry norms and practices within the Russian oilfield services and
equipment manufacturing industries. See “Risk Factors—Our businesses may be subject to professional errors
and omissions resulting in substantial property loss and other liability claims that may materially adversely affect
our operations and profitability”.
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Health, Safety and Environment

Our operations are subject to a number of health, safety and environmental laws and regulations. These laws
govern, among other things, the use, handling and disposal of hazardous substances, waste, soil and groundwater
contamination, land reclamation, the composition of emissions into the atmosphere and employee health and
safety. See “Regulatory Matters”.

We believe that our operations are generally in compliance with applicable health, safety and environmental
regulations. To date, we have not had any serious accidents that have had a significant environmental impact. We
have not recorded any provision for environmental payments in our consolidated financial statements included
herein.

Property

We own approximately 350 parcels of real property and lease approximately 32 further properties. While
approximately 20 of our subsidiaries own real property, the most significant among these are URBO, YGF and
NPO. Our principal administrative offices are located in Moscow.

Employees

We have approximately 18,500 employees as of the date of this Prospectus. Although the majority of our
employees are located in Russia, we also have approximately 150 employees located outside of Russia in the
United States, Kazakhstan, Turkmenistan, Ukraine and Uzbekistan. We have not experienced any strikes, work
stoppages or material labor disputes, and we consider our relations with employees to be good.

The following table sets forth the number of our employees as of December 31, 2004, December 31, 2005
and September 30, 2006:

December 31, December 31, September 30,

2004 2005 2006
Drilling, Workover and IPM ...................... 1,054 3,903 8,056
Formation Evaluation . ........................... — 2,336 4,544
Manufacturing . ............. i — 947 2,724
Holding (including finance, servicing companies) . . ... 25 86 268
TOTAL ... . 1,079 7,272 15,592
NNGF ... — 697 762
SNGF ... — 608 672
TOTAL with associates ......................... 1,079 8,577 17,026

Trade unions

Approximately 28% of our employees are members of trade unions. We have trade unions in YGF, BI and
STM. Our associates, SNGF and NNGF also have trade unions. See “Regulatory—Trade Unions”.

Collective bargaining agreements

Approximately 65% of our employees are party to collective bargaining agreements. Most of the collective
bargaining agreements are for periods of one to three years. Employees have concluded collective bargaining
agreements with YGF, TNGF, BI (and its two subsidiaries NPO Burovaya Technika and Pavlovsky Mashzavod),
PNBK, BKS, SNGF and PGF. Collective bargaining agreements, in addition to incorporating provisions of the
labor code of the Russian Federation, usually provide employees with certain social benefits, such as vouchers
for public holidays, subsidies for recreation for employees and their children and culture and sports activities. See
“Regulatory Matters—Employment and Labor”.

Litigation

There are no governmental, legal or arbitration proceedings (including any such proceedings which are
pending or threatened of which we are aware) which, either individually or in the aggregate, are likely to have a
material adverse effect on our business or our financial condition. On February 9, 2007, we received a notice
from local tax authorities on the results of the tax audit for PBN primarily relating to the three years ended
December 31, 2005. The notice indicated that PBN owed the equivalent of approximately US$2.2 million in back
taxes, principally consisting of VAT. We are currently evaluating how to respond to the claim.
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REGULATORY MATTERS

There is no specific regulatory regime relating to either the provision of oilfield services or the development
and manufacturing of oilfield equipment under Russian law. However, certain federal laws and regulations
contain general requirements applicable to these industries, key aspects of which are summarized below.

Licensing

The provision of oilfield services in the Russian Federation is subject to the receipt by us of numerous
licenses from a number of Russian authorities. The key licensing requirements are summarized below.

The Federal Law “On Licensing of Certain Types of Activities”, dated August 8, 2001 (the “Licensing
Law”) establishes a list of activities that can only be performed on the basis of licenses issued by the relevant
Russian authorities. The activities relating to oilfield services that are subject to mandatory licensing
requirements now include the use of explosives (the “Explosives License”), collection and transportation of
hazardous waste (the “Hazardous Waste License”) and use of radioactive substances (the “Radiation License”).

Explosives Licenses

The procedure for the issue of Explosives Licenses is set forth in the Licensing Law, the Federal Law “On
Industrial Safety of Hazardous Industrial Facilities”, dated July 21, 1997 (the “Safety Law”) and underlying
regulations.

Explosives Licenses are issued by the Federal Service for Ecological, Technological and Atomic Inspection
(“Rostekhnadzor”). Licenses are generally granted for a term up to five years and may be extended upon
application by the licensee. Rostekhnadzor maintains a public register of such licenses. The licenses are granted
on a non-competitive basis and are issued upon the relevant filing by an applicant, provided that (i) correct and
complete documents have been filed and (ii) the applicant or facilities owned or used by it comply with
applicable licensing terms, including, for example, reporting requirements, staff qualification and training
requirements, proper maintenance of facilities, requirements for preventing accidents and remedying the
consequences thereof.

Rostekhnadzor carries out regular monitoring to ensure the licensees’ compliance with licensing terms and
applicable laws and regulations. The frequency of announced inspections is established by Rostekhnadzor based
on an analysis of industrial safety conditions relevant to the licensee’s activity. Unannounced inspections may
also be carried out.

Hazardous Waste Licenses

Hazardous Waste Licenses are issued by Rostekhnadzor pursuant to the Regulations of the Russian
Government “On Approval of Regulations on Licensing of Hazardous Waste Collection, Use, Decontamination,
Transportation and Disposal Activities”, dated August 26, 2006. The procedures for the issue, monitoring
compliance with the terms of, and revocation, of Hazardous Waste Licenses are similar to those applicable to
Explosives Licenses.

Radiation Licenses

Radiation Licenses are issued by Rostekhnadzor pursuant to the Federal Law “On Atomic Energy Use”,
dated November 21, 1995 (the “Atomic Energy Use Law”) and its underlying regulations. The licenses are
granted for a period of not less than three years. One of the conditions for the issuance of Radiation Licenses is
documentary proof that the applicant has reserved finances for potential third party liability in the case of
radiation exposure. A decision to grant or refuse to grant a Radiation License is taken by Rostekhnadzor on a
non-competitive basis following a review of the documents explaining the radiation safety arrangements for the
planned activity. Generally, Radiation Licenses are not issued if (i) documents filed by the license applicant
contain inaccurate or misleading information, (ii) the explanation of radiation safety arrangements for the
planned activity is not sufficient or (iii) the planned activity does not comply with atomic and radiation safety
requirements. The applicant may appeal if a license is refused.

Rostekhnadzor may undertake periodic reviews for ensuring compliance by licensees with the terms of their
licenses and applicable legislation. The licensee should keep Rostekhnadzor informed on an ongoing basis about
changes relating to the safety of the licensed activity. A license can be suspended or terminated by
Rostekhnadzor in certain circumstances, including, inter alia, any breach of applicable regulatory requirements or
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terms of the license, failure to comply with the instructions of Rostekhnadzor or other authorities, including those
concerning the suspension of the licensee’s operations. If the licensee does not agree with a decision of the
licensing authorities, including a decision relating to a license termination, the licensee may appeal through
administrative or judicial proceedings.

Standardization

Production processes are generally regulated by the Federal Law “On Technical Regulation”, dated
December 27, 2002. This law contains provisions on technical regulations, standardization, certification,
accreditation of certification agencies and test laboratories, state control over compliance with the requirements
of technical regulations, penalties for violations of technical regulations, product withdrawals and other related
issues.

Certification

The oilfield equipment manufactured by our Manufacturing Division is certified in accordance with the
Rules of Certification in the Russian Federation, dated May 10, 2000, which establishes the procedure for
certification, the basis for the issue of compliance certificates and other related rules.

Legal Protection of Intellectual Property

Generally, industrial intellectual property is governed by the Patent Law of the Russian Federation dated
September 23, 1992 or (the “Patent Law”). This law addresses issues which may arise in connection with the
legal protection and use of inventions, useful models and industrial designs.

The Federal Law on the Legal Protection of Topologies of Integrated Microcircuits dated September 23,
1992 (the “IMC Law”), regulates relations arising in connection with the creation, legal protection and use of
topologies of integrated microcircuits. The IMC Law protects the right of authorship as an inalienable personal
right for an indefinite period of time. The author (or, as the case may be, other right-holder) enjoys the exclusive
right to the protected topology. The IMC Law also sets forth the procedure for registering the right of authorship
to topology, the time limit of the exclusive right to a protected topology and rules concerning infringement of the
exclusive right to the protected topology.

Under the Law of the Russian Federation on Copyright and Neighboring Rights dated July 9, 1993 (the
“Copyright Law”) and the Law of the Russian Federation on Legal Protection of Computer Programs and
Databases dated September 23, 1992 (the “Computer Program Law”) copyright protection is extended to
software products. The Copyright Law sets forth general provisions applicable to all copyrightable works
providing for the exclusivity of an author’s rights with respect to the use of its work for a term consisting of the
life of the author and 70 years after the author’s death. The right of authorship is deemed to be a personal right
that cannot be alienated. Other copyrights may be transferred by the original author to third parties on the basis of
a license agreement. The Computer Program Law provides for additional regulation specific to the creation and
use of software products. In particular, this law specifies that in the case of a work created by an employee for
hire, the employer retains the copyright to the work, unless the parties have expressly agreed otherwise. The
Computer Program Law also provides for the optional right of an author of a computer program to deposit and
register the program with the Federal Service on Intellectual Property, Patents and Trademarks.

Environmental

We are subject to laws, regulations and other legal requirements relating to the protection of the
environment, including those governing the discharge of substances into the air and water, the management and
disposal of hazardous substances and waste, the clean-up of contaminated sites, flora and fauna protection and
wildlife protection. Issues of environmental protection in Russia are regulated primarily by the Federal Law “On
Environmental Protection”, dated January 10, 2002, (the “Environmental Protection Law”) as well as by a
number of other federal and local legal acts.

Pay-to-Pollute

The Environmental Protection Law establishes a “pay-to-pollute” regime administered by federal and local
authorities. The Ministry of Natural Resources has established standards relating to the permissible impact of
pollution on the environment and, in particular, has established limits for emissions, waste disposal and resource
extraction. A company may obtain approval to exceed these statutory limits from the federal or regional
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authorities, depending on the type and scale of the potential environmental impact. As a condition to such
approval, a plan for the reduction of the emissions or disposals must be developed by the company and cleared
with the appropriate governmental authority. Fees, as set forth in a governmental decree, are assessed on a sliding
scale for both the statutory or individually approved limits on emissions and effluents and for pollution in excess
of these limits: the lowest fees are imposed for pollution within the statutory limits, intermediate fees are
imposed for pollution within individually approved limits, and the highest fees are imposed for pollution
exceeding such limits. Payments of such fees do not relieve a company from its responsibility to take
environmental protection measures and undertake restoration and clean-up activities. We are not subject to the
pay-to-pollute regime as we are contractors to oil and gas companies, which are responsible for ensuring
environmental compliance.

Ecological Approval

Any activities that may affect the environment are subject to ecological approval by the federal authorities
in accordance with the Federal Law on Ecological Expert Examination. Conducting operations that may cause
damage to the environment without state ecological approval may result in the negative consequences described
in “—Environmental Liability” below.

Enforcement authorities

The Federal Service for the Supervision of the Use of Natural Resources, the Federal Agency on Subsoil
Use, the Federal Agency on Forestry and the Federal Agency on Water Resources (along with their regional
branches) are involved in environmental control and the implementation and enforcement of relevant laws and
regulations. The federal government and the Ministry of Natural Resources are responsible for coordinating the
activities of the regulatory authorities in this area. Such regulatory authorities, along with other state authorities,
individuals and public and non-governmental organizations, also have the right to initiate lawsuits seeking
compensation for damage caused to the environment. The statute of limitations for such lawsuits is 20 years.

Environmental Liability

If the operations of a company violate environmental requirements or cause harm to the environment, a
court action may be brought to limit or ban those operations and require the company to remedy the effects of the
violation. Any company or employees that fail to comply with environmental regulations may be subject to
administrative and/or civil liability, and individuals may be criminally liable. Courts may also impose clean-up
obligations on violators in lieu of or in addition to imposing fines.

Health and Safety

Due to the nature of our business, most of our activity is conducted at industrial sites by large numbers of
workers, and workplace safety issues are of significant importance to the operation of these sites.

The principal law regulating the safety of employees at industrial workplaces and to which the company is
subject is the Safety Law. The Safety Law also contains regulations relating to the use and storage of dangerous
substances and which apply to our facilities and sites. Our oilfield services are also subject to the Rules of Safety
in the Oil and Gas Industry, dated June 5, 2003.

Any construction, reconstruction, liquidation or other activities in relation to regulated industrial sites is
subject to a state industrial safety review. Any deviation from project documentation in the process of
construction, reconstruction and liquidation of industrial sites is prohibited unless reviewed by a licensed expert
and approved by Rostekhnadzor.

Companies that operate such industrial facilities and sites have a wide range of obligations under the Safety
Law and the Labor Code of Russia (the “Labor Code”). In particular, they must limit access to such sites to
qualified specialists, maintain industrial safety controls and carry insurance for third-party liability for injuries
caused in the course of operating industrial sites. The Safety Law also requires these companies to enter into
contracts with professional wrecking companies or to create their own wrecking services in certain cases,
conduct personnel training programs, create systems to respond to and inform Rostekhnadzor of accidents and
maintain these systems in good working order.

In certain cases, companies operating industrial sites must also prepare declarations of industrial safety
which summarize the risks associated with operating a particular industrial site and measures the company has
taken and will take to mitigate such risks and use the site in accordance with applicable industrial safety
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requirements. Such declarations must be adopted by the chief executive officer of the company, who is
personally responsible for the completeness and accuracy of the data contained therein. The industrial safety
declaration, as well as a state industrial safety review, are required for the issuance of a license permitting the
operation of a dangerous industrial facility.

Rostekhnadzor has broad authority in the field of industrial safety. In case of an accident, a special
commission led by a representative of Rostekhnadzor conducts a technical investigation of the cause. The
company operating the hazardous industrial facility where the accident took place bears all costs of this
investigation. The officials of Rostekhnadzor have the right to access industrial sites and may inspect documents
to ensure a company’s compliance with safety rules. Rostekhnadzor may suspend or terminate operations or
impose administrative liability.

Any company or individual violating industrial safety rules may incur administrative and/or civil liability,
and individuals may also incur criminal liability. A company that violates safety rules in a way that negatively
impacts the health of an individual may also be obligated to compensate the individual for lost earnings, as well
as health-related damages.

Employment and Labor

Labor matters in Russia are primarily governed by the Labor Code. In addition to this core legislation,
relationships between employers and employees are regulated by various federal laws, such as the Federal Law
on Employment in the Russian Federation, and other acts adopted in accordance with these laws.

Employment Contracts

As a general rule, employment contracts for an indefinite term are concluded with all employees. Russian
labor legislation expressly limits the possibility of entering into fixed term employment contracts. However, an
employment contract may be entered into for a fixed term of up to five years in certain cases where labor
relations may not be established for an indefinite term due to the nature of the duties or the conditions of the
performance of such duties as well as in other cases expressly identified by federal law.

An employer may terminate an employment contract only on the basis of the specific grounds set out in the
Labor Code, including:

e liquidation of the enterprise or downsizing of staff;

e failure of the employee to comply with his or her duties due to incompetence;
» repeated failure of the employee to fulfill his or her duties;

e any single gross violation by the employee of his or her duties; and

* provision by the employee of false documents or misleading information prior to becoming employed.

An employee dismissed from an enterprise due to downsizing or liquidation is entitled to receive
compensation including a severance payment and, depending on the circumstances, salary payments for a certain
period of time.

The Labor Code also provides protections for specified categories of employees. For example, except in
cases of liquidation of an enterprise, an employer cannot dismiss minors, expectant mothers, mothers with a child
under the age of three, single mothers with a child under the age of fourteen or other persons caring for a child
under the age of 14 without a mother.

Any termination of an employment contract by an employer that is inconsistent with the Labor Code
requirements may be challenged by a court, and the employee may be reinstated. Lawsuits resulting in the
reinstatement of illegally dismissed employees and the payment of damages for wrongful dismissal are
increasingly frequent, and Russian courts tend to support employees’ rights in most cases. Where an employee is
reinstated by a court, the employer must compensate the employee for unpaid salary for the period between the
wrongful termination and reinstatement, as well as for mental distress.
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Work Time and Salary

The Labor Code generally sets the regular working week at 40 hours. Any time worked beyond 40 hours per
week, as well as work on public holidays and weekends, must be compensated at a higher rate. Annual paid leave
under the law is generally four weeks. The retirement age in the Russian Federation is 60 for males and 55 for
females.

The minimum salary in Russia, as established by federal law, is calculated on a monthly basis and is
currently 1,100 rubles. Although the law requires that the minimum wage be at or above a minimum subsistence
level, the current minimum wage is generally considered to be less than a minimum subsistence level.

Strikes

The Labor Code defines a strike as the temporary and voluntary refusal of workers to fulfill their work
duties with the intention of settling a collective labor dispute. Russian legislation contains several requirements
for strikes to be considered legal. Participation in a legal strike may not be considered by an employer as grounds
for terminating an employment contract, although employers are generally not required to pay wages to striking
employees for the duration of the strike. Participation in an illegal strike may be adequate grounds for
termination.

Trade Unions

Although recent Russian labor regulations have curtailed the influence of trade unions, they still retain
significant influence over employees and, as such, may affect the operations of large industrial companies in
Russia. In this regard, our management routinely interacts with trade unions in order to ensure the appropriate
treatment of our employees and the stability of our business.

The activities of trade unions are generally governed by the Federal Law on Trade Unions, Their Rights and
Guarantees of Their Activity (the “Trade Union Law”). Other applicable legal acts include the Labor Code,
which provides for more detailed regulations relating to the activities of trade unions.

The Trade Union Law defines a trade union as a voluntary union of individuals with common professional
and other interests that is incorporated for the purposes of representing and protecting the rights and interests of
its members. National trade union associations, which coordinate activities of trade unions throughout Russia, are
also permitted.

As part of their activities, trade unions may:

* negotiate collective contracts and agreements such as those between the trade unions and employers,
federal, regional and local governmental authorities and other entities;

* monitor compliance with labor laws, collective contracts and other agreements;

e access work sites and offices, and request information relating to labor issues from the management of
companies and state and municipal authorities;

» represent their members and other employees in individual and collective labor disputes with
management;

e participate in strikes; and

* monitor redundancy of employees and seek action by municipal authorities to delay or suspend mass
layoffs.

Russian laws require that companies cooperate with trade unions and do not interfere with their activities.

Trade unions and their officers enjoy certain guarantees as well, such as:

* legal restrictions as to making employees elected or appointed to the management of trade unions
redundant;

* protection from disciplinary punishment or dismissal on the initiative of the employer without prior
consent of the management of the trade union and, in certain circumstances, the consent of the relevant
trade union association;
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* retention of job positions for those employees who stop working due to their election to the management
of trade unions;

* protection from dismissal for employees who previously served in the management of a trade union for
two years after the termination of the office term; and

e provision of the necessary equipment, premises and transportation vehicles by the employer for use by
the trade union free of charge, if provided for by a collective bargaining contract or other agreement.

If a trade union discovers any violation of work condition requirements, notification is sent to the employer
with a request to cure the violation and to suspend work if there is an immediate threat to the lives or health of
employees. The trade union may also apply to state authorities and labor inspectors and prosecutors to ensure that
an employer does not violate Russian labor laws. Trade unions may also initiate collective labor disputes, which
may lead to strikes.

To initiate a collective labor dispute, trade unions present their demands to the employer. The employer is
then obliged to consider the demands and notify the trade union of its decision. If the dispute remains unresolved,
a reconciliation commission attempts to end the dispute. If this proves unsuccessful, collective labor disputes are
generally referred to mediation or labor arbitration.

The Trade Union Law provides that those who violate the rights and guarantees provided to trade unions
and their officers may be subject to disciplinary, administrative and criminal liability. Although neither the Code
of the Russian Federation on Administrative Misdemeanors nor the Criminal Code of the Russian Federation
currently has provisions specifically relating to these violations, general provisions and sanctions may be
applicable.

Antimonopoly Restrictions

Effective October 26, 2006, the main Russian law in the area of competition has been the Federal Law “On
Protection of Competition” No. 135-FZ (the “New Antimonopoly Law”). Some or all of our future activities,
including acquisitions that we may carry out in the future, may be subject to compliance with the provisions of
the New Antimonopoly Law, including the requirement that a prior approval be obtained from the FAS. Prior to
October 26, 2006, the applicable law had been the Law of the RSFSR “On Competition and Restriction of
Monopoly Activities on Commodity Markets” No. 948-1, dated March 22, 1991 (the “Prior Antimonopoly
Law”). The key provisions of the New Antimonopoly Law and the Prior Antimonopoly Law are summarized
below.

Prior Antimonopoly Law

Among other matters, under the Prior Antimonopoly Law, the FAS was authorized to approve acquisitions
of more than 20% of the voting shares or participation interests in, acquisitions of more than 10% of the
production assets of, and acquisitions of control over, Russian entities.

If the combined assets of the target and the acquirer’s group of entities and/or individuals exceeded RUR 3
billion or if the target, the acquirer or a company in the acquirer’s group of entities and/or individuals was
registered as having more than a 35% share of a particular commodity market, then prior consent of the FAS for
the acquisition was required. As a condition to issuing such approvals, the FAS had the authority to impose
certain conditions designed to promote competition, including restrictions on conducting business, such as price
limitations, geographical expansion, associations and agreements with competitors.

The Prior Antimonopoly Law expressly provided for its extraterritorial application to transactions that were
consummated outside of the Russian Federation but led, or could lead, to the restriction of competition in Russia,
or could give rise to other negative consequences on the Russian markets. Russian antimonopoly authorities,
therefore, tended to apply Russian merger control rules to offshore acquisitions if the non-Russian target
company had a market presence in Russia.

As no court guidance as to the meaning of “acquisition of control” under the Prior Antimonopoly Law had
been developed and due to the broad possible interpretation of the terms “group of entities and/or individuals”
and “acquisition of control”, application of the relevant antimonopoly laws and regulation largely depended on
interpretation of such concepts and terms at any particular time by the FAS and/or the Russian courts. See “Risk
Factors—Risks Related to Our Business”.
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Under the Prior Antimonopoly Law, failure to obtain consent from the FAS for an acquisition subject to
such approval could result in:

e a Russian court challenging the relevant acquisition, provided the FAS met the burden of proving that
the transaction resulted in the restriction of competition;

* the imposition of an administrative fine of up to RUR 500,000;

* the issue by the FAS of certain orders in relation to the Russian subsidiaries of the parties to the
acquisition (for example, orders imposing restrictions on their activities or establishing additional
reporting requirements); and

e increased scrutiny of any further dealings with, or investigations by, the FAS, including in relation to
any future restructuring or acquisition involving the Russian subsidiaries of the parties to such
transaction.

New Antimonopoly Law

Although certain elements of the Prior Antimonopoly Law have been retained by the New Antimonopoly
Law, the latter represents an attempt by the Russian legislators to create a more market-friendly, anti trust
regime, which would also be more in line with the methods and approaches to antitrust law developed in the
United States and the European Union.

The New Antimonopoly Law requires that prior approval of the FAS be obtained for (i) acquisitions of more
than 25%, 50%, and 75% of the voting shares in a Russian joint stock company and more than 1/3, 1/2 and 2/3 of
the interests in a Russian limited liability company, (ii) acquisitions of the production assets and/or intangible
assets of a business entity if such assets represent more than 20% of the balance sheet value of the vendor’s
production assets and intangible assets, and (iii) acquisitions of control over business entities. Approval by the
FAS would be required if, in relation to the acquisition discussed in the foregoing section (i) the combined assets
of the target’s and the acquirer’s group of entities and/or individuals exceed RUR 3 billion, (ii) the combined
revenues of the target’s and the acquirer’s group of entities and/or individuals from the sale of goods for the
proceeding year exceed RUR 6 billion and the combined value of the assets of the target’s group of entities
exceed RUR 150 million, or (iii) the target, the acquirer or a company in the target’s or acquirer’s group of
entities and/or individuals is registered as having more than a 35% share of a particular commodity market.

The acquisitions would require subsequent notification to the FAS if (i) the parties are entities of the same
group, (ii) the list of the group’s entities was provided to the FAS at least one month prior to the consummation
of the transaction, and (iii) the list of the group’s entities has not changed as at the date of the consummation of
the transaction.

Acquisitions do not require any FAS filing if they are authorized by acts of the President or the government.

The New Antimonopoly Law retains the extraterritorial approach of Russian anti trust rules. However, as a
general rule, for such rules to apply to an offshore transaction, the relevant transactions must be related to either
production assets and/or shares of a Russian entity and result or be capable of resulting in restriction of
competition in the Russian Federation. Furthermore, the New Antimonopoly Law expressly allows the FAS to
consider foreign goods and services in defining markets for the purposes of enforcement and other actions,
thereby potentially easing restrictions on Russian providers of goods and services.
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MANAGEMENT

Board of Directors

As of the date of this document, our Board of Directors comprises:

Name ﬂ Position Expiry of Term

John B. Fitzgibbons .................... 37 Non-Executive Chairman Indefinite

Felix V. Lubashevsky ................... 33  Executive Director and Chief Executive Indefinite
Officer

Tosif Bakaleynik ....................... 55 Non-Executive Director Indefinite

R.Neil Gaskell ........................ 58 Non-Executive Director Indefinite

John W.Kennedy ...................... 56 Non-Executive Director Indefinite

All of the members of our Board of Directors were elected on the dates set forth below for indefinite terms.
The business address of each of the members of our Board of Directors is Walker House, Mary Street, P.O. Box
KY1-9002, George Town, Grand Cayman, Cayman Islands.

John B. Fitzgibbons. Mr. Fitzgibbons has served as chairman of our Board of Directors since September
2004 and has been a member of our Board of Directors since we were founded in March 2004. Mr. Fitzgibbons
also serves as a director of IG Holdings Limited, the primary holding company of our operating subsidiaries, and
a director of IG Management Limited, the primary holding company of our management subsidiaries.
Mr. Fitzgibbons is the owner and managing member of J Fitzgibbons LLC and Brookline Partners LLC. From
1996 to 2003, Mr. Fitzgibbons served as president and chief executive officer of the Khanty Mansiysk Oil
Corporation, an oil producing company operating in the Khanty Mansisyk region of the Russian Federation. He
is also a director of several other corporations and a trustee of numerous philanthropic organizations.
Mr. Fitzgibbons holds a bachelor of arts degree from Harvard University.

Felix V. Lubashevsky. Mr. Lubashevsky has been a member of our Board of Directors since July 2005 and
has also served as our chief executive officer since July 2005. Mr. Lubashevsky is also a director of IG Holdings
Limited, IG Management Limited and the general director of our Russian management subsidiary CJSC “Integra
Management”. From 2003 to 2005, Mr. Lubashevsky was the executive vice president of oilfield services and
supply chain management at TNK-BP. From 1998 to 2003, Mr. Lubashevksy held various management positions
at the Tyumen Oil Company, including vice president of oilfield services and director of corporate contract
development. Mr. Lubashevsky holds a degree in economical cybernetics from the Plekhanov Russian Academy
of Economics.

Iosif A. Bakaleynik. Mr. Bakaleynik has served as a member of our Board of Directors since November
2006 and was recently appointed as the chairman of our compensation committee. Mr. Bakaleynik has been a
member of the board of directors of Orekhovo-Zuevo Glass Company since 2005 and was chairman of the board
of directors of OJSC Vladimir Tractor Plant from 1997 to 2002. Since 2003, Mr. Bakaleynik has been senior vice
president and chief financial officer and a member of the management board for OJSC “SUAL-Holding”. From
1997 to 2003, Mr. Bakaleynik served as the senior vice president and chief financial officer and as a member of
the management board of OJSC “Tyumen Oil Company”. From 1994 to 1997, Mr. Bakaleynik served as General
Director of OJSC “Vladimir Tractor Factory”. From 1992 to 1994, Mr. Bakaleynik served as a special advisor to
the government of the Russian Federation for direct foreign investment. Mr. Bakaleynik holds a degree in
economics from Moscow State University and a masters degree in business administration from Harvard
University.

R. Neil Gaskell. Mr. Gaskell has served as a member of our Board of Directors since November 2005 and is
also the chairman of our audit committee. Mr. Gaskell has also served as a member of the board of directors of
Aberdeen All Asia Investment Trust Plc (formerly Gartmore Asia Pacific Trust Plc) since 2004. From 2000 to
2003, Mr. Gaskell served as treasurer and from, 1997 to 2000, as deputy treasurer of the Royal Dutch Shell
Group. In connection with his position at Royal Dutch Shell Group, from 2001 to 2003, Mr. Gaskell also served
as a director of numerous subsidiaries of the Royal Dutch Shell Group including Shell International Ltd, Shell
Capital Ltd, Shell Trading International Ltd, Shell Pensions Trust Ltd and Enterprise Oil Plc. From 1996 to 1997,
he served as representative director and deputy chief executive officer of Showa Shell Sekiyu K.K. Mr. Gaskell
holds a bachelor of arts degree in philosophy and economics from the London School of Economics and is a
fellow of the Association of Chartered Certified Accountants.

John W. Kennedy. Mr. Kennedy has served as a member of our Board of Directors since April 2005 and a
member of the audit committee since November 2005. Since 2003, Mr. Kennedy has served as chairman of the
board of directors of Wellstream International Ltd. and since 2005, he has been a director of the United Kingdom
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Atomic Energy Authority. Mr. Kennedy previously served as chairman of the board of directors of Vetco
International. From 2003 to 2005, he served as a director of Sub Sea 7 and, from 1999 to 2002, he served as an
executive vice president for the Halliburton Company and, in connection with this role also served as a director of a
number of subsidiary companies. Mr. Kennedy holds a degree in electrical engineering from University College
Dublin and a masters degree in science from the London Business School. He is also a Sloan fellow, a fellow of the
Institute of Electrical Engineers and a chartered engineer.

Management

As of the date of this document, the members of our senior management team (the “Management”!) are as
follows:

Name % Position Expiry of Term

Felix V. Lubashevksy . ... .. 33 Chief Executive Officer Indefinite

Alex Polevoy ............. 36 Chief Financial Officer December 31, 2008

Mark Sadykhov ........... 46  Executive Vice President—OQilfield Services  December 31, 2009

Elena K. Shevchenko ...... 41 Executive Vice President—Strategy and Indefinite
Business Development

Dmitry Shulman .......... 49  Executive Vice President—Business December 31, 2007
Assurance

Viktor Tkachev ........... 48 Executive Vice President—Equipment December 31, 2007
Manufacturing

(1) All members of our Management are employed by our wholly owned subsidiary in Russia, CJSC “Integra Management”.

The business address of our Management is the Group’s principal administrative offices at 27-29/1Bldg 6,
Smolenskaya-Sennaya, 119121 Moscow, Russian Federation.

Felix V. Lubashevsky. Mr. Lubashevsky has served as our chief executive officer since July 2005. For
additional information, see “—Board of Directors” above.

Alex Polevoy. Mr. Polevoy has been our chief financial officer since June 2006. Mr. Polevoy has been a
member of the board of directors of OJSC “Mechel” since June 2006 where he served as the chief financial
officer from 2005 to 2006. From 2004 to 2005, Mr. Polevoy was the director of corporate audit of TNK-BP
Management and from 2001 to 2004 was the head of the monitoring and control group of the audit committee of
the board of directors of TNK-BP (and its predecessor TNK Industrial). During 2001, Mr. Polevoy was the head
of corporate procedures for Yukos—Moscow Corporate Holding and, from 1999 to 2001, was vice president of
finance for Yukos EP. From 1997 to 1998, Mr. Polevoy was the vice president of finance and administration for
International Energy Services, Inc., chief financial officer of its Kazakhstan operations and a member of the
board of directors of Geotex Project. Mr. Polevoy holds a degree in business administration and accounting from
the Northern Alberta Institute of Technology.

Mark Sadykhov. Mr. Sadykhov has been our executive vice president for oilfield services since November
2006. Mr. Sadykhov is a director of Vostok Energy Limited, an oil exploration and production company
operating in Russia. Mr. Sadykhov is also a director of Wilson Eurasia LLC, a company that he co-founded in
2004 and which provides supply chain management, procurement and warehousing services to the Russian oil
and gas industry. In June 1993, Mr. Sadykhov founded and became president of Smith Eurasia, a group of four
companies and their subsidiaries purchased by us in August 2006. From 1992 to 1993, he was the manager of
international business development for Smith International, Inc. Mr. Sadykhov holds a bachelor of science in
petroleum engineering from, and has completed post graduate studies in petroleum engineering at, the Azerbaijan
Oil and Gas Institute.

Elena K. Shevchenko. Ms. Shevchenko has been our executive vice president for strategy and business
development since 2005. Ms. Shevchenko is also a director of IG Holdings Limited and IG Management
Limited. From 2004 to 2005, she served as the head of the representative office of IG Holdings Ltd. From 1998
to 2003, Ms. Shevchenko was the executive vice president for business services for the Khanty-Mansiysk Oil
Company. From 1997 to 1998, Ms. Shevchenko was the director of the representative office of Ural Petroleum
Management Ltd. Ms. Shevchenko holds a degree in geology and geophysics from the Gubkin Russian State
University of Oil and Gas.
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Dmitry Shulman. Mr. Shulman has been our executive vice president for business assurance since April
2006 and was our vice president of security from April 2005 to April 2006. Mr. Shulman served as the deputy of
the management board of Commercial Bank “Stroycredit” from February 2003 to April 2005. From 1998 to
2003, Mr. Shulman was director of the department of security for OJSC NK “Rosneft” and was manager of
security services for OJSC “Rosneft—Sakhalinmorneftegaz” from 1995 to 1998. Mr. Shulman holds a degree in
law from the Khabarovsk High School of the Ministry of Internal Affairs and a degree in zoology from the
Moscow Veterinary Academy.

Viktor Tkachev. Mr. Tkachev has been our executive vice president for manufacturing since October 2005
and also serves as president of CJSC “Uralmash-VNIIBT”, the management company for our manufacturing
enterprises. Prior to being appointed executive vice president, he served as the vice president of manufacturing
from August 2005 to October 2005. Mr. Tkachev served as the deputy general director of OJSC “Iletsksol” from
November 2004 to August 2005 and a member of its management board from April 2003 to December 2004.
Mr. Tkachev was also president of OJSC “ONAKO” from February 2001 to December 2002 and general director
of OJSC “Orenburgneft” from November 2000 to December 2002. From February 1998 to November 2000, he
held the positions of first vice president of marketing and refining and director of the department of wholesale
sales and transportation successively at OJSC “Tyumen Oil Company”. Mr. Tkachev holds a degree in
mechanical engineering from the Kiev Institute of Civil Aviation Engineers.

General

As at the date of this document, none of the members of the Board of Directors or Management has at any
time within the last five years:

(i) had any convictions (whether spent or unspent) in relation to offences involving fraud or dishonesty;
(i) been adjudged bankrupt or been the subject of any individual voluntary arrangement;

(iii) been the subject of any official public incrimination and/or sanctions by statutory or regulatory
authorities (including designated professional bodies);

(iv) been disqualified by a court from acting as a director or other officer of any company or from acting in
the management or conduct of the affairs of any company;

(v) been a partner in a partnership which, while he was a partner or within 12 months of his ceasing to be a
partner, was put into compulsory liquidation or administration or which entered into any partnership
voluntary arrangement, or had a receiver appointed over any partnership asset;

(vi) had areceiver appointed with respect to any assets belonging to him; or

(vii) been a director of a company which has been placed in receivership, compulsory liquidation, creditors’
voluntary liquidation or administration or which entered into any company voluntary arrangement or
any composition or arrangement with its creditors generally or any class of creditors, at any time
during which he was a director of that company or within 12 months after his ceasing to be a director.
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In addition to their directorships in our Company and certain of our subsidiaries, members of the Board of
Directors and members of Management hold, or have held within the past five years, the following directorships
or partnerships:

Position
Name Directorships/Partnerships Still Held
John B. Fitzgibbons ....... Managing Member, J Fitzgibbons LLC Yes
Managing Member, J Fitzgibbons Investments LLC Yes
Managing Member, Brookline Partners LLC Yes
Chairman, Noodlesoup Productions, Inc. Yes
Director, Misa Investments Yes
Director, Well Data Partners LL.C Yes
President, CEO and Director, Khanty Mansiysk Oil Corporation No
Chairman, Atticus Publishing Limited No
Chairman, Redgrave Holdings Limited No
Director, Microdrug AB No
Director, Brunswick Partners One Limited No
Director, Brunswick Partners Two Limited No
Director, Brunswick Partners Three Limited No
Director, Brunswick Partners Four Limited No
Director, Brunswick Partners Five Limited No
Director, Brunswick Partners Six Limited No
Director, Brunswick Partners Seven Limited No
Director, Brunswick Partners Eight Limited No
Felix V. Lubashevsky . ... .. Director, Starway LDC Yes
Director, OJSC “Nizhnervartovskneftegaz” No
lIosif A. Bakaleynik ........ Director, Orekhovo-Zuevo Glass Company. Yes
Chairman of the Board of Directors, OJSC Vladimir Tractor Plant No
R. Neil Gaskell ........... Director, Aberdeen All Asia Investment Trust Plc Yes
Director, Shell International Ltd No
Director, Shell Capital Ltd No
Director, Shell Trading International Ltd No
Director, Shell Pensions Trust Ltd No
Director, Enterprise Oil Plc No
John Kennedy ............ Director, United Kingdom Atomic Energy Authority Yes
Director, Well Stream International Ltd Yes
Director, Vetco International Director, Well Stream International Ltd. No
Director, SubSea 7 No
Alex Polevoy ............. Director, Mechel Group Yes
Mark Sadykhov ........... Director, Vostok Energy Limited Yes
Director, Wilson Eurasia Yes
Elena K. Shevchenko ...... Director, Misa Investments Yes
Director, Largone Management Limited (Cyprus) Yes
Director, Atticus Publishing Limited No
Director, Redgrave Holdings Limited No

Save as set out above, none of the members of the Board of Directors or Management has any business
interests, nor performs any activities, outside our Group which are significant with respect to our Group.

None of the members of the Board of Directors or Management have any relevant family relationships for
the purposes of the Prospectus Rules.

Other than as disclosed in “Risk Factors—Our executive vice-president for oilfield services and certain of
his deputies hold interests in other companies within the oilfield services industry which may give rise to
potential conflicts of interest between their duties to us and their private interests”, there are:

(i) no actual or potential conflicts of interest between any duties owed to us by the members of the Board
of Directors and Management and their private interests and/or other duties; and

ii) no arrangements or understandings with major shareholders, members, customers, suppliers or others,
(i) g t derstandings with major sharehold b t ppl th
pursuant to which any of the members of the Board of Directors and Management were selected.
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Corporate Governance and Internal Controls

As a company incorporated in the Cayman Islands, we are not subject to formal corporate governance
requirements. Nevertheless, we are aiming to follow high standards of corporate governance and to manage the
Company in a manner that will result in transparency, effective risk management and strong internal controls. As a
group operating primarily in Russia and other CIS countries, we are also committed to observing the principles of
corporate governance applicable to companies listed on the Moscow Stock Exchange. These principles include,
among others, a requirement (i) to have at least one independent director, (ii) to maintain an audit committee within
the Board of Directors, (iii) to adopt a bylaw on insider trading, and (iv) to implement internal control procedures.

Our management team has to date been focused primarily on completing a large number of acquisitions and
related financings, and has had limited time to implement certain management processes and the internal controls
required by a company of our size and diversity. As a result, we have experienced failures in various aspects of
our management processes, including oversight, reporting and control functions. In addition, our auditors have
identified material weaknesses in our internal controls and identified deficiencies that include, among others,
insufficient resources in our reporting function leading to errors and inconsistencies, insufficient monitoring of
compliance with debt covenants, problems with timeliness, accuracy and quality of information, and insufficient
documentation, accountability and internal review. See “Risk Factors—Risks Related to Our Business—Certain
of our management processes and internal controls have been deficient and failed to ensure proper oversight,
reporting and control of our business” and “—Risks Related to Financial Matters”. We are, however, committed
to strengthening our management processes and internal control functions. We set out below a description of the
corporate governance principles and internal control processes that we have been operating to date, and those that
we plan to implement.

Existing Corporate Governance and Internal Control Processes

Our Board of Directors is responsible for the proper management and oversight of the Company, and meets
regularly. We have a strong non-executive element on our Board, with four out of the five members of our Board
serving in a non-executive capacity.

We have established an audit committee at the level of our Board of Directors. Additionally, at the
Management level, we rely on our Executive Committee, Operating Committee, Financial Committee,
Investment Committee and Contract Control Committee with regard to our day-to-day operations.

Audit Committee

The role of the audit committee of our Board of Directors is to conduct oversight of any financial
information relating to our results. In doing so, the audit committee monitors our financial, accounting and legal
practices against relevant standards; oversees the performance of our independent auditors and internal auditor;
reviews any changes in accounting methods and the principal judgments made by management at the close of the
half-year and annual consolidated financial statements; and supervises our compliance with accounting and
financial internal control processes. The audit committee holds four regularly scheduled meetings each year, but
also convenes such other meetings on an ad hoc basis as it deems necessary. Members of the audit committee are
appointed by the Board of Directors for a three year term and may be appointed for up to two subsequent terms.
The current members of the audit committee are three of our non-executive directors, Neil Gaskell, who is a
qualified accountant and has extensive financial experience including responsibility for IFRS accounting, John
W. Kennedy and Iosif Bakaleynik, and Gail Coleman, who is Assistant Secretary to the Board of Directors of the
Company and chief financial officer of Brookline Partners LLC. See “Related Party Transactions”.

Compensation Committee

The Compensation Committee, which is chaired by losif Bakaleynik, is responsible for establishing and
implementing a policy for the compensation of directors, consultants and members of senior management, which
may take the form of cash, stock options granted pursuant to stock option plans and other benefits.

Executive Committee

Our Executive Committee, consisting of Felix Lubashevsky, Alex Polevoy, Mark Sadykhov, Elena
Shevchenko, Dmitry Shulman and Viktor Tkachev, reports directly to the Board of Directors and is responsible
for decisions relating to the corporate and management structure of the Group below the level of the Board, as
well as for approval of segmental business plans and financing transactions with a value between US$15 million
and US$50 million.
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Operating Committee

The Operating Committee is chaired by Felix Lubashevsky and is chiefly responsible for the day-to-day
management of the Group’s commercial contracts and acquisition projects. The Operating Committee is also
responsible for analysing and reviewing business performance and setting forecasts. The Operating Committee
carries out HSE statistics and analysis, and decides on any actions that need to be taken to improve
administration and general support matters.

Financial Committee

The Financial Committee, which is chaired by Alex Polevoy, is chiefly responsible for financial strategy and
the approval of procedures related to internal controls. The Financial Committee reviews and approves the
monthly cashflow plan, intercompany financings, and quarterly and annual financial reporting. The Financial
Committee is also responsible for working capital management and credit risk approval, and for making
decisions on any financing transactions with a value below US$15.0 million.

Investment Committee

The Investment Committee, which is chaired by Elena Shevchenko, is chiefly responsible for the Group’s
long term and annual investment plans and for the approval and monitoring of investment projects.

Contract Control Committee

The Contract Control Committee, which is chaired by Dmitry Shulman, is responsible for all aspects of our
procurement strategy, including developing procedures and policies for approving new contracts and monitoring
compliance with those procedures and policies.

Proposed Enhancements to our Corporate Governance and Internal Control Processes

Our Board of Directors and Management are aware that weaknesses exist in our management processes,
including oversight, reporting and control functions. In order to strengthen these management processes and
corporate governance generally, our Board and Management are committed to implementing changes to our
existing management structure and processes.

We describe below certain key measures that we have recently taken or plan to take in the short to medium
term:

Delegations of Authority. We have established a set of guidelines to delineate those actions that may be
taken only with the approval of our Board of Directors and those actions that may be taken by members of
Management. We will review these guidelines on a continuing basis in order to ensure that all decisions are being
taken at the appropriate level.

Internal Audit Function. At the start of December 2006, we hired Sergey Utkin, a former partner at KPMG,
to head a new internal audit function. Mr. Utkin has commenced a process of reviewing our internal controls and
past deficiencies in them, with a view to putting in place a strong internal audit function capable of exercising the
level of internal control appropriate for a public company of our size.

Appointment of General Counsel. While we currently have a number of legal personnel that manage our
internal legal function, we are planning to strengthen our legal controls. We have recently recruited an
experienced General Counsel, who will commence work at the end of February 2007 and will report directly to
our chief executive officer.

Appointment of Financial Controller and Enhanced Financial Controls. We plan to appoint a financial
controller responsible for oversight of our cash management, accounting and reporting functions. We plan to
establish an independent team under the financial controller, which will report directly to the chief financial
officer. The primary function of the team will be to ensure internal compliance with agreed control requirements.
In addition, we plan to introduce process changes in our treasury department to ensure that all payments above
certain thresholds are required to be authenticated by multiple signatures and reviewed by the independent back
office team.

Improved Regional Financial Function. We have recently hired, and plan to hire additional, experienced
finance directors for each of our business segments and for our key subsidiaries in order to improve management
and integration of the finance functions across our business. We are aiming to build a single, cohesive financial
structure to support our regional business operations across the Russian Federation.

Debt Incurrence and Covenant Compliance. We have developed a plan to ensure more effective oversight
of the incurrence of additional debt by the group and proper monitoring of our covenants and other obligations
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under our financing agreements. As we have done in the past, our Board will agree on a regular basis with our
Management an appropriate financing plan for the development of our business. We have commenced a process
of defining fixed procedures and approval processes that must be followed in order to incur any borrowings. To
ensure appropriate checks and balances, we plan to separate the function of negotiating the terms of our future
financing agreements from the function of providing final approval. In addition, we are establishing a formal
system and team responsible for ensuring, among other things, that debt is incurred in compliance with the
agreed framework and that covenants and other obligations in our financing agreements are properly monitored
and fully complied with.

Policy on Acquisitions. We are in the process of developing and implementing a consistent policy governing
our approach to acquisitions and investment opportunities, which will be designed to ensure due process is
followed in the negotiation and completion of future transactions.

Investment Governance. We have recently developed and implemented a governance process in relation to
new investments, which ensures that no material capital investments can be undertaken anywhere within the
organization without a thorough initial review by our Board and the Investment Committee and subsequent
ongoing reviews of the results of the relevant project.

We recently established a working group to consider further improvements to internal controls in all major
business areas. This working group will be under the supervision of the head of our internal audit function, who
reports to our chief financial officer. In addition, it will report to our audit committee on a regular basis. In
February 2007, this working group appointed an external expert to perform a review of our internal control
environment and to advise us on developing a medium and long-term detailed strategy for identifying our control
weaknesses and implementing solutions.

Although it is intended that these measures will be implemented following the Offering, there can be no
assurance that these measures will be implemented fully, or at all, or that such measures, if implemented, will be
effective in countering the deficiencies we have identified in our management processes and internal control
functions, nor can there be any assurance that we will not encounter further serious problems as a result of other
deficiencies or failures which have not yet been identified. Our success in enhancing our management processes
and internal controls will depend in part on being able to hire appropriate additional qualified personnel, who can
implement the measures outlined above. There can be no assurance that we will be able to hire such personnel on
a timely basis or at all.

Election of Executive Officers and Directors

Our officers are elected by the Board of Directors and serve at the discretion of the Board of Directors.

Appointment and Removal of Directors

Subject to the Articles of Association, the shareholders may appoint any person to be a director by ordinary
resolution. The directors may also appoint directors either to fill a casual vacancy or as an additional director
provided that such appointment is put to shareholders at the next general meeting.

The shareholders may remove a director from the Board of Directors by ordinary resolution.

Directors Duties

The Board of Directors is responsible for the management of the overall affairs of the Company. To assist it
in carrying out its duties the Board of Directors may delegate certain of its powers to executive officers.

The Companies Law (2004 Revision) of the Cayman Islands does not set out the duties of directors.
However, the Cayman Islands’ Court has held that the fiduciary obligations of a senior manager with major
responsibilities are the same as those of a director or trustee. These duties were listed as “the observance of
general standards of loyalty, good faith, and the avoidance of a conflict of duty and self-interest”.

The Cayman Islands Court would also view as highly persuasive the United Kingdom common law
principles relating to directors’ duties. By application of the common law principles, the duties of our directors
can be summarized as follows:

(a) aduty to act in what the directors bona fide consider to be the best interests of the company (and in this
regard it should be noted that what is in the best interests of the group of companies to which Integra
Group belongs is not necessarily in the best interests of Integra Group);

(b) aduty to exercise their powers for the purposes for which they are conferred;
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(c) aduty of trusteeship of our assets;

(d) the duty to avoid conflicts of interest and of duty;

(e) aduty to disclose personal interest in contracts involving us;
(f) aduty not to make secret profits from the directors’ office; and

(g) aduty to act with skill and care.

Liability and Indemnification of Directors and Officers

The directors are not personally liable to us or our shareholders for damages for breach of fiduciary duty as
a director, except for a liability (a) for any breach of the director’s duty of loyalty to us or our shareholders,
(b) for acts or omissions not in good faith or that involve intentional misconduct or a knowing violation of the
law, or (c) for any transaction from which the director receives an improper personal benefit.

Generally speaking, our Articles of Association oblige us to indemnify directors and officers and to advance
expenses to defend claims against directors and officers to the fullest extent allowed by law, except in respect of
the willful default or fraud of such director or officer.

We plan to obtain indemnity insurance for our directors and officers in the near future.

Remuneration of Members of Board of Directors and Management

The aggregate amount of compensation paid and benefits in kind granted by us to members of our Board of
Directors and Management as a group for services in all capacities provided to us during the nine months ended
September 30, 2006 was approximately US$7.9 million, including share option compensation expense, salary
and bonuses.

Effective January 1, 2007, each non-executive member of our Board of Directors will receive US$90,000
per annum for their service as directors. Additional fees of US$10,000 annum will be paid to each member of a
committee of our Board of Directors and a further US$5,000 per annum will be paid to each chairman of a
committee of our Board of Directors. The chairman of our Board of Directors will receive supplemental fees in
the amount of US$500,000 per annum for his service as chairman. All fees are paid quarterly in arrears.
Following completion of the audited financial statements for the year 2007, and conditional on their continued
service as a member of our Audit Committee to that date, each of John Kennedy, losif Bakaleynik and Gail
Coleman will be awarded 1,000 of our Class A common shares. Following completion of the audited financial
statements for the year 2007, and conditional on his continued service as a director and as chairman of our Audit
Committee to that date, Neil Gaskell will be awarded 2,000 of our Class A common shares. All members of our
Board of Directors are reimbursed for their reasonable, documented out-of-pocket expenses incurred in attending
meetings of the Board of Directors and its committees. Any of these provisions may be amended by our Board of
Directors.

In 2007, we expect the aggregate annual amount of compensation and benefits in kind granted to our Board
of Directors and Management to increase to approximately US$16 million, including share option compensation

expense.

None of the members of our Board of Directors or Management are entitled to any benefit upon termination
of their employment or duties.
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Interests of Members of Board of Directors and Management in the Company

The table below sets out the beneficial interests of the members of our Board of Directors and Management,
both directly and indirectly, in our share capital held as common shares, preferred shares, options or warrants
exercisable for or convertible into Class A common shares (whether vested or not) (a) immediately prior to the
Closing Date, and (b) immediately following the Closing Date. The table assumes that immediately prior to the
Closing Date (i) each issued and outstanding Class B common share has been exchanged for an equal number of
Class A common shares (although such exchange will not occur on the Closing Date), (ii) each issued and
outstanding preferred share has been exchanged for an equal number of Class A common shares (which
exchange will automatically occur on the Closing Date), (iii) the 12,400 warrants issued in connection with our
18% Senior Notes have been exercised on a cashless basis for an aggregate of 97,164 Class A common shares,
(iv) the 90,000 warrants issued in connection with the September 2005 Facility Agreement have been exercised
for an aggregate of 62,687 Class A common shares, and (v) each option (including options granted after
September 30, 2006), whether vested or not, has been exercised for Class A common shares. In each case, we
have expressed such interests as a percentage of our fully diluted share capital (subject to the assumptions above)
which, immediately prior to the Closing Date, was 6,085,562 Class A common shares and which, immediately
following the Closing Date (assuming exercise of the Over-Allotment Option in full), will be 7,877,238 Class A
common shares.

Immediately prior to Immediately following
the Closing Date the Closing Date

Number of common
shares or options on  As a percentage of fully As a percentage of fully

common shares diluted share capital diluted share capital
John B. Fitzgibbons! ...................... 456,314 7.50% 5.79%
Felix V. Lubashevsky?..................... 940,000 15.45% 11.93%
R.Neil Gaskell® .......................... 27,000 0.44% 0.34%
John Kennedy* ........................... 77,777 1.28% 0.99%
lTosif Bakaleynik® ......................... 25,000 0.41% 0.32%
Alex Polevoy® ........... ... .. ... .. ... 120,000 1.97% 1.52%
Mark Sadykhov? ....... .. ... ... ... 233,308 3.83% 2.96%
Elena Shevchenko® ....................... 189,547 3.11% 2.41%
Dmitry Shulman® ......................... 40,000 0.66% 0.51%
Viktor Tkachev!® . ... ... ................... 150,000 2.46% 1.90%

(1) Mr. Fitzgibbons indirectly owns Class A common shares and preferred shares through Brookline Partners LLC, has an affiliate interest in
the John B. Fitzgibbons 2004 Family Trust, the Fitzgibbons 2006 Annuity Trust and the JBF 2006 Annuity Trust. Brookline Partners
LLC is the general partner of Integra Partners I, L.P. and Integra Partners II, L.P. (but has no economic interest therein). Mr. Fitzgibbons
as the managing member of Brookline Partners LLC exercises voting control over the shareholdings of Integra Partners I, L.P. and
Integra Partners II, L.P. in our Company. See “Principal and Selling Shareholders”.

(2) Mr. Lubashevsky indirectly owns Class B common shares through Starway LDC. For a discussion of the terms of exchange of the Class
B common shares, see “Share Capital and Corporate Structure”. In addition, see “Principal and Selling Shareholders”.

(3) Mr. Gaskell owns directly 2,000 Class A common shares and has a notifiable interest in 25,000 options for Class A common shares (with
an exercise price of US$34 per share and an expiry date of November 14, 2015), of which 12,500 options have vested to date. He will
also be the beneficiary of an award of 2,000 Class A common shares to be issued in 2008 subject to certain conditions including
Mr. Gaskell’s continued service as a director of our Company and chairman of our Audit Committee. See “Principal and Selling
Shareholders”.

(4) Mr. Kennedy has a notifiable interest in 52,777 Class A common shares and 25,000 options for Class A common shares (with an exercise
price of US$34 per share and an expiry date of November 14, 2015), of which 12,500 options have vested to date. He will also be the
beneficiary of an award of 1,000 Class A common shares to be issued in 2008 subject to certain conditions including Mr. Kennedy’s
continued service as a director of our Company and a member of our Audit Committee. See “Principal and Selling Shareholders”.

(5) Mr. Bakaleynik owns 25,000 options for Class A common shares (with an exercise price of US$275 per share and an expiry date of
November 10, 2016), of which 12,500 options have vested to date. He will also be the beneficiary of an award of 1,000 Class A common
shares to be issued in 2008 subject to certain conditions including Mr. Bakaleynik’s continued service as a director of our Company and
a member of our Audit Committee.

(6) Mr. Polevoy indirectly owns 120,000 options (with an exercise price of US$34 per share and an expiry date of June 1, 2016), of which
40,000 options have vested to date.

(7) Mr. Sadykhov owns directly 113,308 Class A common shares and 120,000 options for Class A common shares (with an exercise price of
US$225 per share and an expiry date of September 15, 2016), of which none have vested to date. See “Principal and Selling
Shareholders”.

(8) Ms. Shevchenko indirectly owns 64,023 Class A common shares through Misa Investments and 5,524 Series A preferred shares through
Integra Partners I L.P. and owns directly 120,000 options (with exercise prices ranging from US$4 to US$30 and expiry dates ranging
from July 1, 2014 to September 15, 2015), of which 69,167 options have vested to date. See “Principal and Selling Shareholders”.

(9) Mr. Shulman owns directly 40,000 options for Class A common shares (with exercise prices ranging from US$15 to US$17 per share
and an expiry date of September 15, 2015), of which 13,334 options have vested to date.

(10) Mr. Tkachev owns directly 150,000 options for Class A common shares (with an exercise price of US$34 per share and an expiry date of
October 7, 2015), of which 50,000 options have vested to date.
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Share Bonus and Option Plans

On July 27, 2005, the Board of Directors considered and approved the 2005 Stock Option Plan. The 2005
Stock Option Plan allows the Company to award options for Class A common shares to all directors, including
non-executive directors, of the Company and all executive officers, other employees, consultants and advisers of
the Company and its subsidiaries who, in the opinion of the Directors, are in a position to make a significant
contribution to our success. Options may be granted over a maximum of 1,200,000 Class A common shares
under the 2005 Stock Option Plan. The options become exercisable at such time or times and upon such
conditions, including price, as the Directors may specify. The latest date on which an option may be exercised is
the date that is ten years from the date on which the option was granted, or such earlier date as the members of
the Board of Directors may specify at the time the option is granted. No option may be transferred other than by
will or by the laws of descent and distribution and, during the optionholder’s lifetime, an option may be exercised
only by the optionholder.

Options over 109,200 Class A common shares had been awarded by us prior to the adoption of the 2005
Stock Option Plan. These awards were ratified at the time of the adoption of the 2005 Stock Option Plan and are
treated as options granted under the 2005 Stock Option Plan.

Out of the total of 1,200,000 options available under the 2005 Stock Option Plan, we have granted
1,144,421 options of which 321,040 have vested to date. The weighted average exercise price is US$112.03.

Recent Share Sales by our Directors and Management

The following table sets forth certain information with respect to sales of our securities by Directors and
Management for the last three years and up to the date of this Prospectus. See ‘“Principal and Selling
Shareholders”.

Selling Shareholder Type of Security Sold
John B. Fitzgibbons!
June 2004 . ... ... ... ... ... 25,000 Class A common shares
March 2006 ................ 43,918 Class A common shares
April 2006 ........... ... .. 81,082 Class A common shares
October 20062 . ............. 163,667 Class A common shares
December 2006 . ............ 31,558 Class A common shares
January 2007 ............... 48,548 Class A common shares
Felix V. Lubashevsky?
March 2006 ................ 36,082 Class A common shares
December 2006 . ............ 20,000 Class A common shares
Elena Shevchenko?
March 2006 ................ 11,000 Class A common shares
October 2006 . .............. 18,977 Class A common shares
January 2007 . .............. 10,000 Class A common shares
Neil Gaskell’
December 2006 ............. 778 Class A common shares
Gerard De Geer®
March 2006 ................ 11,842 Series A preferred shares
July 2006 . ...... ... .. ..., 11,355 Series A and Series B preferred shares
October 2006 . .............. 41,248 Class A common shares
December 2006 ............. 8,925 Class A common shares
January 2007 . .............. 4,785 Class A common shares

(1) The shares were sold by Brookline Partners LLC and the John B. Fitzgibbons 2004 Family Trust.

(2) These shares were sold by Brookline Partners LLC to Ashmore Global Special Situations Fund 3 Limited Partnership, under an
arrangement pursuant to which a portion of the consideration for such sale was deferred to the time of a listing or other sale of the
Company, with the amount of such consideration being calculated by reference to the listing price set upon such a listing or the sale price
paid upon such a sale. As a result of these arrangements, Ashmore Global Special Situations Fund 3 Limited Partnership will make a
payment of such deferred consideration to Brookline Partners LLC on or around the Closing Date.

(3) The shares were sold on behalf of Felix Lubashevsky by Starway Partners LDC.

(4) The shares were sold on behalf of Elena Shevchenko by Misa Investments and Integra Partners II L.P.

(5) The shares were sold by Neil Gaskell directly.

(6) The shares were sold by Sarastro Limited in which Mr. Gerard De Geer, a director of our Company until January 2007, holds an affiliate
interest.

136



RELATED PARTY TRANSACTIONS

The following is a summary of our most significant transactions with related parties for the periods ended
December 31, 2004 and 2005, the nine months ended September 30, 2006 and the period to the date of this
Prospectus. For further details of these transactions, see note 21 to our Audited Consolidated Financial
Statements and note 21 to our Unaudited Condensed Consolidated Interim Financial Information.

Administration Agreement

Pursuant to an administration agreement effective January 1, 2007 between J Fitzgibbons LLC and us, J
Fitzgibbons LLC was appointed to administer our Company and was authorized to perform all duties necessary
to administer our Company and act on behalf of the Company so long as such actions are in accordance with the
relevant provisions of the Articles of Association and all applicable laws and regulations. In return for such
services, J Fitzgibbons LLC receives a monthly fee in advance and reimbursement of expenses incurred in the
course of providing the services. J Fitzgibbons LLC is an affiliate of John B. Fitzgibbons, the chairman of our
Board of Directors. Excluding reimbursable expenses, under our prior contracts, we paid J Fitzgibbons LLC and
its predecessors, Brookline Management LLC and Brookline Partners LLC, fees totaling US$484,000 during the
nine months ended September 30, 2006 and US$589,000 and US$240,000 during the years ended December 31,
2005 and 2004, respectively.

Acquisition of Smith Eurasia

Pursuant to a share purchase agreement, dated August 4, 2006, among Mark Sadykhov, Marat Mouftakhov,
Sergey Malygin, Valery Bessel and Lev Goldenberg, referred to herein as the “seller individuals”, IG Holdings
Limited and us, IG Holdings Limited acquired 100% of the issued and outstanding share capital of Smith
Eurasia. Under the terms of the acquisition, each of the seller individuals entered into an employment agreement
and non-competition agreement with certain of our companies for a period of three years and entered into an
employee stock option agreement pursuant to which a total of 220,000 options over our Class A common shares
may be granted to them, of which approximately 33% may be granted on each of December 31, 2007, 2008 and
2009 conditional upon the relevant seller individual’s continued employment with us. For a further description of
the terms of this transaction see “Material Contracts—Acquisition Agreements—Acquisition of Smith Eurasia”.

Issuance of Class B Common Shares

Pursuant to a subscription agreement dated July 27, 2005 between us and Starway Partners LDC (“Starway”),
and in consideration, among other things, of the entry by Felix Lubashevsky into an employment agreement with
one of our affiliates, we agreed to issue and Starway agreed to subscribe for and purchase 1,000,000 Class B
common shares having the rights set out in “Description of Share Capital and Corporate Structure—Common
Shares”. Starway Partners LDC is owned by Felix Lubashevsky, our chief executive officer and a member of our
Board. For a further description of the terms of this transaction see “Material Contracts—Agreements in connection
with the Issue of our Securities—Issuance of Class B Common Shares”.

NNGF Management Agreement

RGK and NNGF entered into a management agreement dated June 1, 2004 which we assumed upon our
purchase of RGK in May 2005. Pursuant to the terms of the management agreement, RGK is responsible for
executing the decisions of the general shareholders and managing the day-to-day activities of NNGF, including
executing documents on behalf of NNGF. RGK also has authority to approve contracts representing less than
10% of the balance sheet value of the assets of NNGF. For its services, RGK receives 1% of revenue for the
current quarter and 5% of profit from the previous quarter, however, it is obligated to maintain the level of
profitability achieved during 2003 for the term of the contract. RGK is also liable for the sufficiency of the
information contained in the annual accounts. The contract may be terminated sixty days after a vote of NNGF.
In the event of an immediate termination of the contract by NNGF, RGK is entitled to 10% of the annual
revenues up to the date of termination.

Contracts between Subsidiaries of the Group and NNGF

From time to time members of our Group have entered into contracts with NNGF, primarily to lease equipment to
or perform services for NNGF or to have NNGF lease equipment to or perform services for them. In 2006, GES, PGF,
YPGF, Argillit, Alliance, PNBK and TNGF each leased equipment or purchased services from NNGF. The total
amount of all payments made to NNGF by members of our Group in the first nine months of 2006 and the year 2005
was equivalent to US$5.4 million and US$0.4 million, respectively. In 2006, NNGF purchased goods or services from
GFS, PGF, YPGF and BI. The total amount of all payments made by NNGF to members of our Group in the first nine
months of 2006 and the year 2005 was equivalent to US$1.6 million and US$0.2 million, respectively.

Loans to Employees

During 2006, we made small loans to certain of our employees. These loans total US$0.9 million, the most
significant of which are due to be repaid within one year. The loans bear interest of 0% to 10% per annum.
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MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of business) have been
entered into by the company or any member of the Group within the two years immediately preceding the date of
this document and are, or may be, material or have been entered into at any time by the company or any member
of the Group and contain provisions under which any the company or member of the Group has an obligation or
entitlement which is, or may be, material to the Group as at the date of this document:

Agreements for the Offering
Underwriting Agreement

The Underwriting Agreement dated February 22, 2007, among us, the Over-Allotment Shareholders and the
Managers, providing for, among other things, the underwriting of the Offering, as described in “Subscription and
Sale”.

Deposit Agreement

The Deposit Agreement to be dated on or around February 27, 2007, among us and the Depositary, as
described in “Terms and Conditions of the Global Depositary Receipts”.

Agreements in Connection with the Issue of our Securities
2006 Issuance of Class A Common Shares

Pursuant to a series of share purchase agreements entered into on or about August 2, 2006 between us on the
one hand and certain private institutional investors on the other hand, referred to herein as the August 2006
Placees, we agreed to issue and the August 2006 Placees agreed to subscribe for and purchase 444,445 Class A
common shares having a nominal value of US$0.0001 each in our capital, each ranking pari passu with the
existing Class A common shares and having the rights set out in “Description of Share Capital and Corporate
Structure—Common Shares”. The share purchase agreements each contain certain representations and warranties
between us and the August 2006 Placees which are customary for a transaction of this nature and which survive
termination of the share purchase agreements and closing of the subscription and purchase by the August 2006
Placees of the Class A common shares that are the subject of the agreements. We have no further commitments
outstanding thereunder.

Under the terms of the share purchase agreements, each August 2006 Placee agreed not to offer, sell,
contract to sell, pledge, charge, grant options over or otherwise dispose of, directly or indirectly, any Class A
common shares or securities convertible or exchangeable into such shares during the period of one year after the
date on which the subscription and purchase of the shares was completed or such other earlier date as may be
notified in writing by us except pursuant to the sale in an underwritten initial public offering of equity securities
or depositary receipts representing equity securities in which the gross proceeds to us equal or exceed US$10.0
million and which results in the admission to listing of those equity securities or depositary receipts representing
the same on an internationally recognized securities exchange.

Placement Agent Agreement

On August 2, 2006, we entered into an amended and restated placement agent agreement with Renaissance
Securities Trading Limited, as placement agent, and Renaissance Securities (Cyprus) Limited pursuant to which
the placement agent agreed to use its reasonable efforts to solicit and receive offers to purchase the Class A
common shares the subject of the share purchase agreements described above under “—2006 Issuance of Class A
Common Shares”.

The placement agent agreement contains certain representations and warranties between us and the
placement agent which are customary for a transaction of this nature. As is customary, we also agreed to
indemnify the placement agent and its affiliates from and against any and all claims, losses, damages, charges or
liabilities (including reasonable legal and other expenses) arising out of (i) the placement and sale of the Class A
common shares and the placement agent’s engagement under the agreement and (ii) any breach of the
representations and warranties given by us in the agreement save for such of those claims, losses, damages,
charges or liabilities as result primarily from the fraud, gross negligence or willful default of the placement agent
and/or its affiliates. Other than the customary representations and warranties and the indemnity described above,
which survive the placement of the Class A common shares and termination of the agreement, we have no further
commitments outstanding thereunder.
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Issuance of Series B Preferred Shares

Pursuant to subscription agreements dated October 11, 2005 between us and certain institutional investors,
we agreed to issue and the institutional investors agreed to subscribe for and purchase a total of 1,176,471 Series
B convertible preferred shares with a nominal value of US$0.0001 each in our capital, each ranking pari passu
and having the rights (including as to conversion) set out in “Description of Share Capital and Corporate
Structure—Preferred Shares”. Each of the subscription agreements contains certain representations and
warranties between us and the subscribers which are customary for a transaction of this nature. We have no
further commitments outstanding thereunder.

Shareholders’ Agreement

On October 11, 2005, we entered into an agreement with Brunswick Private Equity Limited, Integra
Partners I, L.P., Brookline Partners LLC, Starway Partners LDC and the holders of the Series B convertible
preferred shares for the purpose of governing certain aspects of the shareholders’ relationship with each other and
the Company and for the purpose of amending and restating an earlier shareholders’ agreement dated July 27,
2005. The agreement provides that it and the rights and obligations of the parties to it shall be automatically
terminated on Admission.

Registration Rights Agreement

On October 11, 2005, we entered into a registration rights agreement with Brookline Partners LLC, Starway
Partners LDC, the holders of the Series B preferred shares and certain of our other shareholders, pursuant to
which the parties agreed to provide certain information to each other and to procure the occurrence of certain
things in order to effect a registration of our Class A common shares by means of a registration statement filed
with the SEC in accordance with Rule 415 under the Securities Act should this become necessary or mandatory
as a result of actions undertaken by us or any of the other parties to the registration rights agreement. We also
agreed to indemnify the other parties, in terms customary in agreements of this nature, against all losses, claims,
damages, liabilities and expenses (including reasonable expenses of investigation and reasonable attorneys fees
and expenses) arising out of or based on any untrue or alleged untrue statement of material fact contained in any
such registration statement or any omission or alleged omission of a material fact required to be stated therein.

Issuance of Warrants in connection with the September 2005 Facility Agreement

Pursuant to a warrant instrument dated September 21, 2005 executed by us in connection with the
September 2005 Facility Agreement, we issued to the lenders under such facility an aggregate of 90,000 warrants
to subscribe for our Class A common shares. Each warrant entitles the holder thereof to purchase a variable
number of our Class A common shares in the event that we complete an initial public offering of our Class A
common shares, at a purchase price equal to a 25% discount to the listing price. The number of shares each
warrant entitles the holder to purchase is equal to US$233.33 divided by the listing price of our shares. In
addition, under the terms of the warrants, we have the option to repurchase all (but not some only) of the
warrants at any time on or prior to Admission (including following an election by the holders to exercise their
warrants) on the payment to each holder of an amount equal to US$58 ¥/ in respect of each warrant, or US$5.25
million in the aggregate. We have not exercised this option.

Issuance of Class B Common Shares

Pursuant to a subscription agreement dated July 27, 2005 between us and Starway Partners LDC
(“‘Starway”), and in consideration of (i) the entry by Felix Lubashevsky into an employment agreement with an
affiliate of us, (ii) the execution by Felix Lubashevsky of the shareholders’ agreement described above under
“Shareholders’ Agreement” and (iii) the payment by Starway to us of US$164.08, being the aggregate amount of
the par value of the shares to be so subscribed and purchased, we agreed to issue and Starway agreed to subscribe
for and purchase 1,000,000 Class B common shares of US$0.0001 each in our capital, each ranking pari passu
and having the rights set out in “Description of Share Capital and Corporate Structure—Common Shares”. The
subscription agreement contains certain representations and warranties between us and Starway which are
customary for a transaction of this nature. Other than the customary representations and warranties described
above, we have no further commitments outstanding thereunder.

Issuance of Warrants in connection with the 18% Senior Notes

In May 2005, in connection with the issuance of our 18% Senior Notes, we issued 14,500 warrants to the
holders, exercisable for 120,833 of our Class A common shares (or 8.3333 Class A common shares per warrant)
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at an exercise price of US$20.00 per share. The warrants may be exercised at any time upon the payment of the
exercise price and delivery of the warrants. In the event of a qualifying initial public offering of our common
shares for gross proceeds of at least US$10.0 million where the offering price is more than US$25.00 per
common share, all unexercised warrants will automatically be exercised on completion of the offering on a
cashless net exercise basis through the delivery of common shares. If the offering price is less than US$25.00 per
share, there is no automatic exercise of the warrants on completion of the offering and all unexercised warrants
will expire one year following the offering. In April 2006, 2,100 of the warrants were exercised by the holders
and exchanged for 17,500 common shares. 12,400 warrants remain outstanding, exercisable for 103,333 of our
Class A common shares (or 8.3333 Class A common shares per warrant) at an exercise price of US$20.00 per
share.

Issuance of Series A Preferred Shares

Pursuant to subscription agreements dated May 4, 2005 between us, Integra Partners I, L.P. and Brunswick
Private Equity Limited, we agreed to issue and each of Integra Partners I, L.P. and Brunswick Private Equity
Limited agreed to subscribe for and purchase a total of 750,000 Series A convertible preferred shares with a
nominal value of US$0.0001 each in our capital, each ranking pari passu and having the rights (including as to
conversion) set out in “Description of Share Capital and Corporate Structure—Preferred Shares”. Each of the
subscription agreements contains certain representations and warranties between us and the subscribers which are
customary for a transaction of this nature. We have no further commitments outstanding thereunder.

Acquisition Agreements
Acquisition of Smith Eurasia

Pursuant to a share purchase agreement, dated August 4, 2006, among Mark Sadykhov, Marat Mouftakhov,
Sergey Malygin, Valery Bessel and Lev Goldenberg, referred to herein as the seller individuals, IG Holdings
Limited and us, IG Holdings Limited acquired 100% of the issued and outstanding share capital of Smith
Eurasia. IG Holdings Limited paid US$79.4 million in cash to the seller individuals and we issued 266,666
shares to the seller individuals representing in aggregate 4.95% of our fully diluted ordinary share capital at that
time. Deferred consideration in the amount of US$9.5 million is due by no later than February 28, 2007.

Under the terms of the share purchase agreement, each of the seller individuals entered into an employment
agreement and non-competition agreement with certain of our companies for a period of three years and entered
into an employee stock option agreement pursuant to which a total of 220,000 options over our Class A common
shares may be granted, of which approximately 33% may be granted on each of December 31, 2007, 2008 and
2009, conditional upon the relevant seller individual’s continued employment with us. All of the options granted
may be exercised at a price of US$225 per share. Prior to exercise, each option share accrues dividends and all
other distributions that become payable upon exercise. The options expire on September 25, 2016. The share
purchase was completed on August 24, 2006 and the agreement contains representations and indemnities in favor
of IG Holdings and us customary for a transaction of this nature. Other than the option grants and the deferred
consideration due on February 28, 2007, we have no further commitments outstanding thereunder. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Company
Acquisitions”.

Acquisition of and Controlling Interest in YGF

Acquisition of 29.74% of the share capital of YGF. Pursuant to a share purchase agreement, dated July 14,
2006, between Darila Limited and IG Holdings Limited and a share purchase agreement, dated July 14, 2006,
between Santiver Trading Limited and IG Holdings Limited, IG Holdings Limited acquired a total of 29.74% of
the issued and outstanding shares of OJSC “Yamalgeofizika”. IG Holdings Limited paid US$36.5 million to each
of Darila Limited and Santiver trading Limited in cash. The share purchase transaction was completed on
August 3, 2006. The share purchase agreement contains representations and indemnities in favor of the Company
customary for a transaction of this nature. There are no further commitments of IG Holdings outstanding
thereunder. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Company Acquisitions”.

Sale and pledge of 15.18% of the share capital of YGF. Pursuant to two share purchase agreements, each
dated July 31, 2006 and amended on December 11 and 21, 2006, between IG Holdings Limited and S.L. Capital
Services Limited, IG Holdings Limited sold a total of 15.18% of the issued and outstanding shares of YGF to
S.L. Capital Services Limited for US$37.2 million. Pursuant to the terms of the share purchase agreements,
payment was deferred until May 15, 2007 and secured by a pledge of the shares of YGF sold thereunder.
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Loan and option agreement and grant of proxy with respect to 11% of the share capital of YGF. Pursuant to
a loan agreement, dated July 10, 2006 and amended December 13, 2006, between IG Management Limited and
Lobianco Co Limited, IG Management Limited provided a term loan of US$1.1 million to Lobianco Co Limited.
The loan, accruing interest at the rate of 14% per annum, is payable on May 15, 2007. Lobianco Co Limited has
the right to repay the loan at any time prior to its maturity date upon two business days’ notice. The loan is
secured by a pledge of shares in YGF owned by Lobianco Co Limited. During the term of the loan, IG
Management has the right to acquire the pledged shares of YGF for a price equal to the outstanding amount of
the loan. On September 29, 2006, the Lobianco Co Limited executed a proxy in favor of IG Holdings Limited
whereby IG Holdings Limited was authorized to vote the pledged shares at general shareholders’ meetings of
YGF. The proxy expires on October 1, 2009.

Loan and option agreement and grant of proxy with respect to 10% of the share capital of YGF. Pursuant to
a loan agreement, dated July 10, 2006 and amended December 13, 2006, between IG Management Limited and
Scrigno Trading Co Ltd, IG Management Limited provided a loan of US$1.0 million to Scrigno Trading Co Ltd.
The loan, accruing interest at a rate of 14% per annum, is payable on May 15, 2007. Scrigno Trading Co Ltd. has
the right to repay the loan at any time prior to the maturity date upon two business days’ notice. The loan is
secured by a pledge of shares in YGF owned by Scrigno Co Ltd. During the term of the loan, IG Management
has the right to acquire the pledged shares of YGF for a price equal to the outstanding amount of the loan. On
September 20, 2006, Scrigno Trading Co Ltd. executed a proxy in favor of IG Holdings Limited whereby 1G
Holdings Limited was authorized to vote the pledged shares at general shareholders’ meetings of YGF. The
proxy expires on October 1, 2009.

Acquisition of PBN

Pursuant to a membership interests purchase agreement, dated July 14 2006, among Arkadiy Motelevich
Barak, Leonid Valentinovich Yalimov, together referred to herein as the sellers, and IG Holdings Limited, IG
Holdings Limited acquired 99.98% of the membership interests in the charter capital of PBN, a company
engaged in drilling and also holding interests ranging from 100% to 9.7% in 23 Russian, Kazakh and Uzbek
drilling and support services entities. IG Holdings Limited paid US$0.5 million to the sellers in cash at closing
and, on July 31, 2006, in furtherance of the membership interests purchase agreement and partial payment for the
membership interests, the sellers, PBN and IG Holdings Limited entered into a debt transfer agreement whereby
PBN assigned its outstanding debt in the amount of US$14.5 million to the sellers which were then paid by IG
Holdings Limited. Under the terms of the membership interests purchase agreements, IG Holdings Limited is
required to pay additional consideration in an amount up to US$15.0 million determined upon finalization of
PBN’s 2006 and 2007 annual accounts. Additional consideration, if any, is payable by March 31, 2008. The
membership interests purchase transaction was completed on July 31, 2006. The membership interests purchase
agreement contains representations and indemnities in favor of IG Holdings Limited customary for a transaction
of this nature. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Company Acquisitions”.

Acquisition, sale and reacquisition of STM

Pursuant to a share purchase agreement, dated March 30, 2006, among Vladimir Dubovik, Magomed
Halilov referred to herein as the principal sellers, Mikhail Gumenniy, Aleksei Lobachev, Andrei Rizhov, Natalia
Agafonova, referred to herein as the secondary sellers, and IG Holdings Limited and an additional agreement,
dated March 30, 2006, among the principal sellers and IG Holdings Limited, IG Holdings Limited acquired
100% of the issued and outstanding shares of STM, a company holding a 92.69% interest in OJSC
“Strommashina”, a company engaged in the manufacturing of cementing equipment for the oil and gas industry
and rock crushing equipment for the road construction industry. IG Holdings Limited paid RUR 4,500 to the
secondary sellers in cash and agreed to pay a further RUR 143.9 million to the principal sellers in cash or, at the
option of principal sellers, by delivery of promissory note at any time prior to April 1, 2007. The share purchase
transaction was completed April 2006. The share purchase agreement contains representations and indemnities in
favor of IG Holdings Limited customary for a transaction of this nature in the Russian Federation. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Company
Acquisitions”.

Pursuant to a share sale agreement, dated April 24, 2006, between 1G Holdings Limited and LLC “Capital
Invest”, the IG Holdings Limited sold 100% of the issued and outstanding charter capital of STM. Pursuant to the
share sale agreement, LLC “Capital Invest” was obligated to pay RUR 10,000 to IG Holdings Limited within one
year of receipt of an extract from the shareholder register of STM confirming LLC “Capital Invest’s” ownership
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of the shares. Pursuant to a share pledge agreement, dated April 24, 2006, between IG Holdings Limited and
LLC “Capital Invest”, the obligation to pay the purchase price was secured by a pledge of the shares of STM in
favor of IG Holdings Limited. Pursuant to the terms of the share pledge agreement, LL.C “Capital Invest”, among
other things, agreed to not to sell the shares to any third parties, not to pledge or otherwise encumber the shares
and to conduct the business of OJSC “‘Stromneftemash” subject to a number of significant restrictions set forth
therein.

Pursuant to an amicable settlement agreement, dated June 15, 2006, among the creditors of OJSC
“Strommashina”, STM and CJSC “Integra Management”, we agreed to pay certain debts of OJSC
“Strommashina” in the amount of RUR 286.5 million in full and final satisfaction of all claims previously filed
against OJSC “Strommashina” by Russian tax authorities and other creditors. The amicable settlement agreement
was approved by the Arbitrazh Court of Kostroma Oblast on June 27, 2006, and resulted in the termination of
bankruptcy proceedings against OJSC “Strommashina”. Pursuant to a guarantee agreement, dated June 15, 2006,
among the creditors of OJSC “Strommashina” and CJSC “Uralmash-VNIIBT”, the payment of the settlement
amount by CJSC “Integra Management” was guaranteed by CJSC “Uralmash-VNIIBT”. CJSC “Integra
Management” paid the settlement amount in cash between July 14, 2006 and July 20, 2006. There are no further
obligations of members of our Group outstanding under the settlement agreement or guarantee.

Pursuant to a share purchase agreement, dated July 26, 2006, between LLC “Capital Invest” and IG
Holdings Limited, IG Holdings Limited reacquired 51.22% of the issued and outstanding charter capital of STM
for RUR 6,010. The share purchase was completed on July 30, 2006. The share purchase agreement contains
representations and indemnities in favor of IG Holdings Limited customary for a transaction of this nature in the
Russian Federation. There are no further commitments of IG Holdings Limited outstanding thereunder. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Company
Acquisitions”.

Pursuant to a share purchase agreement, dated July 28, 2006, between CP Venture Projects Limited and IG
Holdings Limited, IG Holdings Limited reacquired 48.78% of the issued and outstanding charter capital of STM
for US$7.5 million. The share purchase transaction was completed on July 30, 2006. The share purchase
agreement contains representations and indemnities in favor of IG Holdings Limited customary for a transaction
of this nature in the Russian Federation. There are no further commitments of IG Holdings Limited outstanding
thereunder. See ‘“Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Company Acquisitions”.

Acquisition of Argillit

We acquired 100% of the issued and outstanding charter capital of LLC “Argillit”, a company engaged in
drilling, pursuant to membership interests’ purchase agreements, each dated May 3, 2006, between IG Holdings
Limited and each of Alexey Haralgin, Alexandr Podshibyakin, Victor Glotov, Pavel Belakov and Sergey Urtaev.
IG Holdings Limited paid a total of US$2.3 million in cash. The transaction was completed on May 12, 2006.
The membership interests’ purchase agreements contain representations and indemnities in favor of IG Holdings
Limited customary for a transaction of this nature in the Russian Federation. IG Holdings Limited has no further
commitments outstanding thereunder. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Company Acquisitions”.

Acquisition of PNBK

Pursuant to a share purchase agreement, dated February 21, 2006, among OJSC “Ritek”, Westem LLC
collectively referred to herein as the sellers and IG Holdings Limited, IG Holdings Limited acquired 100% of the
issued and outstanding charter capital of PNBK, a company engaged in drilling. IG Holdings Limited paid
US$17.0 million in cash to the sellers and issued an interest bearing promissory note in the amount of US$5.9
million that was paid on June 29, 2006. The share purchase transaction was completed on March 7, 2006. The
share purchase agreement contains representations and indemnities in favor of IG Holdings Limited customary
for a transaction of this nature. There are no further commitments of IG Holdings Limited outstanding
thereunder. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Company Acquisitions”.

Acquisition of TNGF

Pursuant to share purchase agreements between (i) Wipper Co Limited and Notifico Trading Limited,
(i1) Sunarak Limited and Juplin Trading Limited, (iii) Morea Investments Limited and Almeya Trading Limited,
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(iv) OO0 “IK VELES Capital” and Roskelena Limited and (v) “IK VELES Capital” and Bocimar Trading
Limited (collectively, “the share purchase agreements”), each dated December 29, 2005, IG Holdings Limited
acquired 75% of the issued and outstanding share capital of TNGF, a company engaged in providing seismic
services and also holding a 75% interest in OOOQO “Irtyshgeofizika” and a 100% interest in TOO
“IshimGeofizika”. On December 29, 2005, each of Notifico Trading Limited, Juplin Trading Limited, Almeya
Trading Limited, Roskelena Limited and Bocimar Trading Limited (collectively, the “agents”) entered into an
agency agreement with, and acquired the shares on behalf and for the benefit of, IG Holdings Limited. IG
Holdings Limited paid a total of US$29.8 million to the agents consisting of an aggregate cash consideration of
US$29.4 million paid to the counterparty under the share purchase agreements and an agency fee of US$0.4
million. The share purchase transaction was completed on December 30, 2005. Each of the share purchase
agreements contain identical representations and indemnities in favor of the agents customary for transactions of
this nature. There are no further commitments of the agents or IG Holdings Limited outstanding thereunder. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Company
Acquisitions”.

Pursuant to an agency agreement, dated May 15, 2006, between IG Holdings Limited and OAO
Finansovaya Kompaniya “Prioritet”, IG Holdings Limited acquired 0.89% of the issued and outstanding share
capital of TNGF. IG Holdings Limited paid US$0.1 million to the agent in cash. The share purchase transaction
was completed on July 30, 2006. There are no further commitments of IG Holdings Limited outstanding
thereunder. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Company Acquisitions”.

Pursuant to a share sale agreement, dated June 14, 2006, between S.L. Capital Services Limited and IG
Holdings Limited, IG Holdings Limited sold 0.82% of the issued and outstanding share capital of TNGF. S.L.
Capital Services’ obligation to pay the purchase price of US$0.13 million to IG Holdings Limited is deferred
until June 1, 2007. The share sale transaction was completed on July 17, 2006. The share purchase agreement
contains representations and indemnities in favor of IG Holdings Limited customary for a transaction of this
nature in the Russian Federation. See ‘“Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Company Acquisitions”.

Pursuant to a share purchase agreement, dated June 27, 2006, between S.L. Capital Services Limited and IG
Holdings Limited, IG Holdings Limited agreed to acquire an additional 3.65% of the issued and outstanding
charter capital of TNGF for RUR 21.6 million in cash. The share purchase transaction is due to be completed on
June 1, 2007. The share purchase agreement contains representations and indemnities in favor of IG Holdings
Limited customary for a transaction of this nature in the Russian Federation. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Company Acquisitions”.

Acquisition of URBO and BI

Pursuant to two share purchase agreements, dated August 25, 2005, between, in the first case, Grapeland
Trading Limited and IG Holdings Limited, and in the second case, Limited Liability Company “MNP—Onshore
and Offshore” and IG Holdings Limited, IG Holdings Limited acquired 100% of the issued and outstanding share
capital of URBO, a company engaged in the manufacture and repair of drilling rigs with heavy lifting capacity
and also holding a 99% interest in LLC “Orenburgtechservice” and 100% of the membership interests of BI, a
company engaged in the manufacture of drilling tools. IG Holdings Limited paid US$64.0 million to Grapeland
Trading Limited and “MNP—Onshore and Offshore” in cash and repaid a US$6.0 million promissory note of
URBO. The share purchase transaction was completed on September 22, 2005. The share purchase agreement
contains representations and indemnities in favor of IG Holdings Limited customary for a transaction of this
nature. There are no further commitments of IG Holdings Limited outstanding thereunder. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Company Acquisitions”.

Acquisition of RGK

Pursuant to a share purchase agreement, dated May 31, 2005, between Nebot Holdings Limited and IG
Holdings Limited, IG Holdings Limited acquired 100% of the issued and outstanding charter capital of RGK, a
management company holding a 57.17% interest in PGF, a 6.22% interest in SNGF and a 25.4% interest in
NNGF, companies engaged in logging services, for US$4.1 million in cash. The share purchase transaction was
completed on May 31, 2005. The share purchase agreement contains representations in favor of IG Holdings
Limited customary for a transaction of this nature in the Russia Federation. There are no further commitments of
IG Holdings Limited outstanding thereunder. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Company Acquisitions”.
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Acquisition of GFS

Pursuant to separate agreements for the acquisition of membership interests, dated May 31, 2005, among
LLC “Nauchno-proizvodstvennaya kommercheskaya firma SIGURD”, Alexander Sokol, Vladimir Pereginets,
Vladimir Poligalov and Alexander Kopiltsov, respectively, and IG Holdings Limited, IG Holdings Limited
acquired 100% of the membership interests of GFS, a company engaged in logging services, for US$1.0 million
in cash. The acquisition of the participation interests was completed on May 31, 2005. The agreements contain
representations in favor of IG Holdings Limited customary for a transaction of this nature in the Russian
Federation. There are no further commitments of IG Holdings Limited outstanding thereunder. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Company
Acquisitions”.

Acquisition of SNGF

Pursuant to a share purchase agreement, dated May 31, 2005, between OOO “FinMaster” and IG Holdings
Limited, IG Holdings Limited acquired 19.17% of the issued and outstanding charter capital of SNGF, a
company engaged in logging services, for a total of US$0.3 million in cash. The share purchase transaction was
completed in June 2005. The share purchase agreement contains representations in favor of IG Holdings Limited
customary for a transaction of this nature in the Russian Federation. There are no further commitments of 1G
Holdings Limited outstanding thereunder. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Company Acquisitions”.

Acquisition of SRIPNO

Pursuant to a membership interests purchase agreement, dated May 13, 2005, between LLC “Tsenturions”
and IG Holdings Limited, IG Holdings Limited acquired 100% of the issued and outstanding charter capital of
SRIPNO, a company engaged in workover services, for US$0.3 million in cash. The membership interests
purchase transaction was completed on May 13, 2005. The membership interests purchase agreement contains
representations and indemnities in favor of IG Holdings Limited customary for a transaction of this nature in the
Russian Federation. There are no further commitments of IG Holdings Limited outstanding thereunder. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Company
Acquisitions”.

Acquisition of Quest

Pursuant to a share purchase agreement, dated March 24, 2005, among Marsea Co Limited and IG Holdings
Limited, IG Holdings Limited acquired 100% of the issued and outstanding charter capital of LLC Quest
Petroleum Exploration Limited, a company engaged in workover services, for US$1.8 million in cash. The share
purchase transaction was completed on May 11, 2005. The share purchase agreement contains representations
and indemnities in favor of IG Holdings Limited customary for a transaction of this nature in the Russian
Federation. There are no further commitments of IG Holdings Limited outstanding thereunder. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Company
Acquisitions”.

Acquisition of BK Sever

Pursuant to a membership interests purchase agreement, dated December 24, 2004, between OAO “Geosat
Petroleum” and IG Holdings Limited, IG Holdings acquired 100% of the issued and outstanding charter capital
of BKS, a company engaged in drilling services, for US$0.6 million in cash. The membership interests purchase
transaction was completed on December 24, 2004. The membership interests purchase agreement contains
representations and indemnities in favor of IG Holdings Limited customary for a transaction of this nature. There
are no further commitments of IG Holdings Limited outstanding thereunder. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Company Acquisitions”.

Acquisition of Alliance

Pursuant to separate agreements for the acquisition of membership interests, dated September 22, 2004,
among Yuri Deryagin, Evgeni Leskin and Valeriy Feoktistov, respectively, and IG Holdings Limited, 1G
Holdings Limited acquired 100% of the membership interests of each of LLC Tarpan and LLC Paritet, which
together held 100% of the interests in LLC Alliance 5, LLC Alliance and LLC Alliance 3, companies engaged in
drilling, workovers and forestry, for US$3.4 million in cash and 125,000 of our Class A common shares. The
acquisition of the membership interests was completed in December 2004. The agreements contain
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representations and indemnities in favor of IG Holdings Limited customary for a transaction of this nature. There
are no further commitments of IG Holdings Limited outstanding thereunder. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Company Acquisitions”.

Financing Agreements

For a description of our financing agreements please refer to the section of this Prospectus entitled
“Management’s Discussion and Analysis—Liquidity and Capital Resources”.

Other Agreements
Uralmash License Agreements

Pursuant to a Licensing Agreement entered into on November 1, 2005, between OJSC “Uralmash Heavy
Machinebuilding Plant” (“Licensor””) and IG Holdings Limited, which became effective on September 21, 2006,
IG Holdings Limited acquired a non-exclusive right to use the trademark “Uralmash” in English and Cyrillic in
connection with the manufacturing, marketing and sales in the Russian Federation of Uralmash branded drilling
rigs and drilling equipment for the duration of the Licensor’s exclusive rights to such trademark. The use of the
trademark by IG Holdings Limited is subject to the payment of an annual licensing fee of RUR 72,000. The
Licensing Agreement is valid through the end of the term of Licensor’s exclusive rights to the trademark, which
is currently February 1, 2010.

Pursuant to two Licensing Agreements, each entered into on May 12, 2005, between the Licensor and
URBO, which became effective on January 24, 2006, URBO acquired a non-exclusive right to use the trademark
“Uralmash” in English and Cyrillic in connection with the manufacturing, marketing and sales in the Russian
Federation of Uralmash branded drilling rigs and drilling equipment for the duration of the Licensor’s exclusive
rights to such trademark. The use of the trademark by URBO is subject to the payment of the aggregate annual
licensing fee of RUR 72,000. Both agreements are valid through the end of the term of Licensor’s exclusive
rights to the trademark, which is currently February 1, 2010.

Smith Agreements

2007 Distribution Agreement for Smith Technologies’ Products. Pursuant to the Distribution Agreement for
Smith Technologies’ Products entered into on January 4, 2007, by and between Smith Technologies, a business
unit of Smith International Inc. (“ST”) and Smith Eurasia, Ltd., ST (i) appointed Smith Eurasia Ltd. as its non-
exclusive distributor in the countries of the former Soviet Union of Tungsten Carbide Insert Bits, Milled Tooth
Bits, PDC Bits, Impregnated Bits and accessories to such products and (ii) granted to Smith Eurasia, Ltd. the
right to be an exclusive distributor of such products to certain companies operating in the countries of the former
Soviet Union, including Gazprom, Tatneft, DC Eurasia and Turkmenistan national state companies. The
Distribution Agreement is valid through January 4, 2010, unless earlier terminated by either ST or Smith Eurasia
Ltd. in accordance with its termination provisions.

2004 Technical Partnership Agreement. Pursuant to the Technical Partnership Agreement entered into as of
June 1, 2004, by and between Smith Services, a business unit of Smith International (North Sea), Ltd (“SINS”)
and Smith Eurasia, Ltd, SINS and Smith Eurasia, Ltd agreed to collaborate in the submission of bid proposals to
various clients for the provision of various oilfield products and services, such as, for instance, multi-lateral
equipment, whipstocks, hotforge explosives, inspection services and technology training services, in the
countries of the former Soviet Union. The Technical Partnership Agreement is valid through June 1, 2009, and,
according to its terms, is subject to an automatic extension for an additional two years or the duration of any
client contract then in force, unless terminated earlier by either SINS or Smith Eurasia Ltd in accordance with the
relevant termination provisions.

2003 Smith International, Inc. Sales Representation Agreement. Pursuant to the Smith International, Inc.
Sales Representation Agreement entered into as of January 24, 2003, by and between Smith Bits, a business unit
of Smith International, Inc. (“SII”’) and Smith Eurasia Limited, as amended, SII appointed Smith Eurasia Limited
as SII’s exclusive sales representative in the countries of the former Soviet Union for the sale of premium drill
bits and all parts therefore manufactured or offered by SII as of the date thereof. Smith Eurasia, Limited agreed
to buy from SII the various tools and equipment at the prices and the margins set forth in the agreement. SII
agreed to pay Smith Eurasia Limited commissions in the event SII makes directs sales of its tools and equipment
in the countries of the former Soviet Union. The Agreement has no term of expiration but can be terminated by
either SII or Smith Eurasia Limited upon 90 days’ prior written notice to the other party.
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2002 Technical Services Agreement. Pursuant to the Technical Services Agreement, entered into as of
January 10, 2002, by and between Smith International (North Sea) Ltd (“SINS”) and Smith Eurasia Limited,
(i) Smith Eurasia Limited appointed SINS as the sole provider of the various enumerated technical products and
equipment, such as, for instance, fishing, packer milling or retrieving equipment and sidetracking services, on a
rental basis, (ii) SINS appointed Smith Eurasia Limited as its exclusive rental representative in Russia,
Uzbekistan, Ukraine, Belorussia and Georgia and as its non-exclusive rental representative in Azerbaijan,
Kazakhstan and Turkmenistan. The agreement remains in effect for the duration of the contracts awarded to the
parties but can be terminated earlier by either SINS or Smith Eurasia Limited upon 90 days’ written notice to the
other party or with immediate effect if, among other things, the other party is in breach of the agreement or a
change in ownership.
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PRINCIPAL SHAREHOLDERS

Immediately prior to this Offering, our authorized share capital was 900,000,000 common shares and
100,000,000 preferred shares, comprising (i) 2,109,113 issued and outstanding Class A common shares with a
nominal value of US$0.0001 per share, (ii) 940,000 issued and outstanding Class B common shares with a
nominal value of US$0.0001 per share, (iii) 584,632 issued and outstanding Series A convertible preferred shares
with a nominal value of US$0.0001 per share, and (iv) 1,147,546 issued and outstanding Series B convertible
preferred shares with a nominal value of US$0.0001 per share. In addition, we have issued and outstanding
(1) 12,400 warrants issued in connection with our 18% Senior Notes and 90,000 warrants issued in connection
with the September 2005 Facility Agreement, and (ii) 1,144,421 share options, of which 321,041 have vested to
date.

The following table sets forth information regarding the beneficial ownership of our Class A common shares
immediately prior to this Offering, assuming that (i) each issued and outstanding Class B common share has been
exchanged for an equal number of Class A common shares (although such exchange will not occur on the
Closing Date), (ii) each issued and outstanding preferred share has been exchanged for an equal number of
Class A common shares (which exchange will automatically occur on the Closing Date), (iii) the 12,400
outstanding warrants issued in connection with our 18% Senior Notes have been exercised on a cashless basis for
an aggregate of 97,164 Class A common shares, (iv) the 90,000 warrants issued in connection with the
September 2005 Facility Agreement have been exercised for an aggregate of 62,686 Class A common shares, and
(v) any vested options (but not unvested options) have been exercised for Class A common shares. In addition,
on the basis of the assumptions described in the previous sentence, the following table also sets forth information
regarding beneficial ownership of our Class A common shares immediately following this Offering, both
assuming no exercise of the Over-Allotment Option and assuming exercise of the Over-Allotment Option in full.

None of the shareholders detailed below have voting rights which differ in any way from those of our
Company’s other shareholders.

Beneficial Ownership Beneficial Ownership
Shares to After the Offering After the Offering
be Sold  Assuming no Exercise ~ Assuming the Over-

Beneficial Ownership  in the of the Allotment Option is
Prior to the Offering Offering Over-Allotment Option  Exercised in Full
Shareholder Name and Principal Address Number Percent Number Number Percent  Number Percent
Starway Partners LDC! . ....................... 940,000 17.86% — 940,000 13.92% 940,000 13.33%
112 Bonadie Street
Kingstown, St. Vincent &
The Grenadines
Brookline Partners LLC2 .. ..................... 293,586 5.58% — 293,586 4.35% 293,586 4.16%

489 Fifth Avenue, 26t Floor
New York, New York 10017 USA

John B. Fitzgibbons 2004 Family Trust? . .......... 62,728 1.19% — 62,728 0.93% 62,728 0.89%
489 Fifth Avenue, 26t Floor
New York, New York 10017 USA

The Fitzgibbons 2006 Annuity Trust? ............. 50,000 0.95% — 50,000 0.74% 50,000 0.71%
489 Fifth Avenue, 26 Floor
New York, New York 10017 USA

The JBF 2006 Annuity Trustz ................... 50,000 0.95% — 50,000 0.74% 50,000 0.71%
489 Fifth Avenue, 26t Floor
New York, New York 10017 USA

Integra Partners I, LP2346 ... ... ... ... ... .. 9,191 0.17% 9,191 — 0.00% — 0.00%
Walker House
87 Mary Street
George Town, Grand Cayman KY-9002
Cayman Islands

Integra Partners II, L.P.23 ... ... ... ... ....... 13,728 0.26% 13,728 — 0.00% — 0.00%
‘Walker House
87 Mary Street
George Town, Grand Cayman KY-9002
Cayman Islands

Mark Sadykhovs ....... .. ... ... ... 113,308 2.15% — 113,308 1.68% 113,308 1.61%
15030 Turkey Trail Court
Houston, Texas 77079, USA

Misa Investments Limited® ..................... 138,714 2.64% — 138,714 2.05% 138,714 1.97%

P.O. Box HM2958
HM MX, Bermuda
Dhow Capital SA7 ...... ... .. ... 65,277 1.24% — 65,277 0.97% 65,277 0.93%
Akara Building
24 De Castro Street
Wickhams Cay I
Road Town, Tortola, B.V.I.
Neil Gaskell® . ...... ... ... .. .. 14,500 0.28% — 14,500 0.21% 27,000 0.21%
11 Courtfield Mews
London SW5 ONH, England
The 734 2003 GRAT®10 . ... ... ... ... 176,471 3.35% 300 176,171 2.61% 176,171 2.50%
Steward & Kissell LLP
Attention: Hume Steyer
21st Floor, One Battery Park Plaza
New York, NY 10004, USA
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Shareholder Name and Principal Address

Svarog Funding, LLC!I011 o 0o o ...

c/o Farallon Capital
Management LLC
One Maritime Plaza, Suite 1325
San Francisco, CA 94111, USA
Farallon Capital Offshore Investors II, L.P.!!
Walker House
87 Mary Street
George Town, Grand Cayman KY-9002,
Cayman Islands

Nortrust Nominees Limited!2 ............

Northern Trust Company,
London Branch

50 Bank Street, Canary Wharf
London E14 5NT, England

Ashmore Global Special Situations Fund 3 Limited

Partnership™ ....... .. ... .. ...

c/o Northern Trust (Guernsey) Limited
Trafalgar Court,

Les Banques

St. Peter Port, GY1 3QL,

Guernsey, Channel Islands

Troon Management Services Limited* . .. ..

Suite One, No. 2 Reid Street
Hamilton HM 11, Bermuda

Sarastro Limited*!* ....................

Suite One, No. 2 Reid Street
Hamilton HM 11, Bermuda

Black River Eastern Europe/Middle East/Africa

Fund!®'S oo oo

Knowle Hill Park,
Fairmile Lane

Cobham KT11 2PD,
Surrey United Kingdom

Black River ROST Fund, Ltd!015 ... .. ...

Knowle Hill Park,
Fairmile Lane

Cobham KT11 2PD,
Surrey United Kingdom

Whitewater EMCF LLC015 ... ... ..

423 Fifth Avenue, 27" Floor
New York, New York 10022, USA

Whitewater EMCO LLCI015 ... . ... ..

423 Fifth Avenue, 27" Floor
New York, New York 10022, USA

Mark Bilsland ........... ... .. .. ...

2 Calloways Cottages
Graffham GU280NJ,
West Sussex

United Kingdom

Hillside Apex Fund Ltd.!10.16 ... oo oo oo ...,

c/o Thames River Capital LLP
51 Berkeley Square

London W1J 5BB,

England United Kingdom

Debello Investors LLCIO17 . . .. ... ...

411 West Putnam Ave.
Suite 125
Greenwich, CT 06830 USA

Theta Investors LLCI0:17 | .. ... ... ... ..

411 West Putnam Ave.
Suite 125
Greenwich, CT 06830 USA

Wexford-MIT Energy II L.P1017 . oo oo oo ...

411 West Putnam Ave.
Suite 125
Greenwich, CT 06830 USA

Troika Dialog (Bermuda) Limited, L.P.4 .............

Walker House

87 Mary Street

George Town,

Grand Cayman KY-9002
Cayman Islands

Renaissance Direct Investment Limited!s . ............

Canon’s Court
22 Victoria Street
Hamilton HM 12, Bermuda

Other employees . ...........ooiuiiininenn...
Other investors®10 .. ... ... ..

Beneficial Ownership Beneficial Ownership
Shares to  After the Offering After the Offering
Beneficial Ownership be Sold Assuming no Exercise Assuming the Over-

Prior to the in the of the Allotment Option is
Offering Offering Over-Allotment Option Exercised in Full

Number Percent Number Number Percent Number Percent
371,400 7.06% — 371,400 5.50% 371,400 5.27%
76,767 1.46% — 76,767 1.14% 76,767 1.09%
165,156 3.14% — 165,156 2.45% 165,156 2.34%
222,222 4.22% 222,222 — 0.00% — 0.00%
165,264 3.14% 47,000 118,264 1.75% 118,264 1.68%
160,777 3.06% — 160,777 2.38% 160,777 2.28%
18,537 0.35% 7,553 10,984 0.16% 10,984 0.16%
14,706 0.28% 7,553 7,153 0.11% 7,153 0.10%
14,706 0.28% 7,553 7,153 0.11% 7,153 0.10%
14,706 0.28% 7,553 7,153 0.11% 7,153 0.10%
50,000 0.95% 15,000 35,000 0.52% 35,000 0.50%
128,056 243% 66,292 61,764 0.91% 61,764 0.88%
25,982 0.49% 12,991 12,991 0.19% 12,991 0.18%
35,856 0.68% 17,928 17,928 0.27% 17,928 0.25%
3,118 0.06% 1,559 1,559 0.02% 1,559 0.02%
65,306 1.24% 65,306 — 0.00% — 0.00%
122,000 2.32% — 122,000 1.81% 122,000 1.73%
358,009 6.80% — 358,009 5.30% 358,009 5.08%
1,332,110 25.12% — 1,322,110 19.57% 1,322,110 18.74%

— — — 1,994,266 29.52% 2,293,405 27.34%
5,262,182 100.00% 501,729 6,252,990 100.00% 6,552,129  100.00%
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(1) Mr. Felix Lubashevsky, our chief executive officer and a member of our Board of Directors and management executive committee, is a
beneficial owner of 17.86% of our shares through his ownership interest in Starway LDC. Starway LDC holds directly 100% of the
issued and outstanding Class B common shares of the Company. See “Description of Share Capital and Corporate Structure—Common
Shares” and “Management—Interests of Members of Board of Directors and Management in the Company”’.

(2) Mr. John B. Fitzgibbons, the chairman of our Board of Directors, has an interest in 8.67% of our shares through his ownership interest in
Brookline Partners LLC and his affiliate interest in the John B. Fitzgibbons 2004 Family Trust, the Fitzgibbons 2006 Annuity Trust and
the JBF 2006 Annuity Trust. In addition, Brookline Partners LLC is the general partner of Integra Partners I, LP and Integra Partners II,
LP and, as a result, Mr. Fitzgibbons, as the managing member of Brookline Partners LLC, exercises voting control over the 0.17%
shareholding of Integra Partners I, LP and the 0.26% shareholding of Integra Partners II, LP in our Company, giving Mr. Fitzgibbons
voting control of 9.10% of our shares. Prior to February 21, 2007, Brookline Partners LLC held 87 shares of Integra Partners II, LP. As
of February 21, 2007, these 87 shares were transferred from Integra Partners I, LP to Brookline Partners LLC. Mr. Fitzgibbons holds no
beneficial or other economic interest in Integra Partner I, LP or Integra Partner II, LP. See “Management—Interests of Members of
Board of Directors and Management in the Company” and Note 3 below.

(3) Prior to February 21, 2007, Integra Partners I, LP and Integra Partners II, LP held 184,724 and 47,775 of our shares, respectively. As of
February 21, 2007, neither entity was comprised of individuals or entities that were Managers or Directors of our Company.

(4) Some or all of the shares are held as Series A convertible preferred shares. Upon closing of the Offering, each issued and outstanding
Series A preferred share automatically converts to an equal number of Class A common shares of the Company. See “Description of
Share Capital and Corporate Structure—Series A and Series B Convertible Preferred Shares”.

(5) Mr. Mark Sadykhov is our executive vice president for oilfield services and a member of our management executive committee. See
“Management—Interests o