Development of industrial infrastructure in Russia

AIP services for international companies

Denis ZHURAVSKIY
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17 mln sg.km LA /
146, 8 mln people W~ Sommme o | [
15 cities :
1,577 bln$ 85 regions:
10.950 $ o - 11 time zones

31

- 3 levels of legislation and state power
190 nationalities

Russian.



Japan is the third main trade partner of Russia in Asia (3.1% of external trade)
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JAPANESE INVESTMENTS IN RUSSIA BY INDUSTRIAL SECTORS
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MAIN GROWING IMPORTS FROM JAPAN IN 2018
 Vehicles +448 min $

«  Energetical machinery +189 mil $

»  Electronics and tools +127 mil $

O Vehicles

@ Energetical machinery
O Electronics and tools
O Rubber

O Other

Main Russian imports from Japan in 2018, mil $

O Precious metals
B Aluminum

O Timber

O Fish and seafood
O Ferrous metals

O Other

Non-hydrocarbon Russian exports to Japan in 2018, mil $



JAPANESE INVESTMENTS
IN RUSSIAN INDUSTRIAL PARKS

In total for the last 20 years in Russia there were established
69 manufacturing enterprises with full or partial Japanese participation

20 Japanese enterprises localized their production in industrial parks
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COMPANY NAME

PRODUCT PROFILE

LOCALIZATION
(INDUSTRIAL PARK)

OFS Rus VOKK

Fiber optic cable production

IP Maslovskiy, Voronezh region

PSMA Peugeot Citroen
Mitsubishi

Automobile manufacturing

IP Raslovo, Kaluga region

SMC Pneumatic

Manufacturing-logistic center for
vacuum equipment

IP Greenstate, Leningrad region

Yokohama Automobile tyres SEZ Lipetsk
YKK Zipper production IP Dega Noginsk, Moscow region
Arkray Glucometers and test strips SEZ Dubna, Moscow region

Daido MetalRus

Mechanical engineering (sliding
bearings)

IP ZMZ - Zavolzhskiy, Nizhny
Novgorod region

MAZDA Sollers manufacturing
Rus

Automobilebl and automotive engines

TAD (Territory of advanced
development) Nadezhdinskaya

FUSO Trucks Rus

Manufacture of lorries

Kama industrial park "Master",
Republic of Tatarstan

SANO Volga

Automotive components for fuel and
brake systems

SEZ Togliatti, Samara region

ATSUMITEC Toyota Tsushi Rus

Gear selection mechanisms for
manual transmission and automatic
transmission for the automotive
industry

SEZ Togliatti, Samara region

HI-LEX RUS

Cables for control system and power
window cables

SEZ Togliatti, Samara region

HITACHI Construction
Machinery

Industrial equipment

IP Raslovo, Kaluga region

SOLLERS ISUZU

Automotive production - Isuzu

IP UAZ, Ulyanovsk region

Takata-Petri

Automotive Safety Systems

IP Zavolzhie, Ulyanovsk region

Bridgestone

Automotive tyres

IP Zavolzhie, Ulyanovsk region

DMG MORI

Machine tool equipment

IP Zavolzhie, Ulyanovsk region

JGC Evergreen

Construction of hydroponic
greenhouses with a total area of 10
hectares (1st stage - 2.5 hectares)

IP Avangard, TAD Khabarovsk

KOMATSU MANUFACTURING
Rus

excavators and forklifts

IP Novosyolki, Yaroslavl region

TAKEDA FARMACEUTICALS

Pharmaceuticals

IP Novosyolki, Yaroslavl region




LOCALIZATION OF MANUFACTURING IN RUSSIA

Joint Venture Contract manufacturing Own Plant Construction

Output of customized products
using capacity of an
independent manufacturer, who
ensure full compliance with

Creation of a co-venture
involving Russian and
foreign companies and

Creation of own productive
capacities, operated by a
subsidiary ofan international

further organization of company

production withinSPV technological cycle and quality

control of ready productsin
accordance with the customer
requirements

269 18 63

INDUSTRIAL INDUSTRIAL SPECIAL REGIONS
PARKS ECONOMICAL ZINES OF RUSSIA
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INDEPENDENTLY

1~2years

3 months

1~3years

6 months

INVESTORS’s ROUTE
SCHEDULE REDUCTION

----------- CHOOSING THE RIGHT LOCATION

------------------- CONDUCTING RESEARCH

.......................... LAND MANAGEMENT

....... EXTERNAL NETWORK DESIGN

CONSTRUCTION OF EXTERNAL NETWORKS

DESIGN OF PRODUCTION FACILITIES

CONSTRUCTION OF PRODUCTION FACILITIES

IN INDUSTRIAL PARK/SEZ

3 months

6 months

from 6 months
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SPECIAL INVESTMENT CONTRACT

3 out of 34 SPICs in Russia were signed with Japanese companies
1 company is expected to sign the SPIC soon

@ Primorsky region / Ulyanovsk region /
Car factory Machine tool manufacturing

£ 30 mil $ 63 mil $
. (sollers
In March 2019 Toyota submitted an
Ulyanovsk region / application to fulfill a modernization of its
Truck equipment factory 7 car factory in St Petersburg. 300 mil $ is
h assumed to be invested.
. ~_(sollers 90 mil $

ADVANTAGES OF "MADE IN RUSSIA” STATUS

v An opportunity to enter the government procurements market (~500 bin €) Defense sector Health care Education Governance

v' Tax and administrative preferences for investors
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HOW TO BUILD A PLANT IN RUSSIA?

Qualified service for support and structuring of investment projects in Russia

Market Study Business-plan Project Suppliers Industrial cooperation

IDEA to build a plant Choosing the region Building process Operation Sales

AIP methodological support

at the project structuring stage Professional services

» Assessment of capital costs (turnkey contracting, technical supervision / contract)
» Project feasibility

» Technical recommendations AIP Russia members

p State support = Industrial parks and SEZ

» Selection of region / site = Design

» Dates of construction = Construction

» Status of land and premises = Asset management

» Typical investor errors and others



OPERATIONAL COSTS
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INDUSTRIAL PARKS AND SPECIAL ECONOMUC ZONES IN RUSSIA

GOOD NEWS

Industrial parks in Russia are professionally

RESULTS OF THE LAST 7 YEAST DEVELOPMENT

operated facilities with hundreds

success stories. 2019

34035 ha

+2313 +106 880 +596.uine

Quality is based on the National Standard, 0‘ B é
controlled by the Association of Industrial Bl nXm : H :
Parks of Russia. tenants jobs investments in

manufacturing

«Open doors to Russian regions» is the key

expertise of Industrial parks community. 2018
Occupation

31017 ha rate

2014
17484 ha

2015

22l 21015 ha

23572 ha

2016
22035 ha




INVESTMENTS ATTRACTED TO INDUSTRIAL PARKS ANS SEZS IN 1998-2019

SOURCE COUNTRY

Russia

Germany

USA
Japan
Turkey
Austria
France

China
Sweden
Italy

South Korea

Other countries

931

191.2

74
55,6

55
51.8
51.3
50,5
333

27.3
17.4
1155

INVESTMENTS

bin £

1254

2013 2014 2015 2016 2017 2018 2019

[ in manufacturing

in infrastructure

bin £

345

188
173.7
106.4
64,5
459
35
303
30

29
26,6
19.7
19.1
18.9
18.9
185

119

INDUSTRIAL PARKS AND SEZs IN RUSSIA
Solid growth in Russia’s inward FDI

SECTOR BREAK-DOWN OF TENATS IN 1998-2019

Automotive industry 256,5 3,7
_'
I Food industry 1778
—
il Metallurgy and metalworking 99,7 29
Rubber and plastic products 76,6 5,2
Kaluga Region
Woodworking 75 0,07
Republic of Tatarstan _
. P tical ind .
Lipetsk Region Greenfield Snee e e L Brownfield
pa rks Construction materials 63,1 207 pa rks
Moscow Region
. Chemicalindustry 60,9 6,3
Ulyanovsk Region
Tula Region Logistics 42,2
Sain Petershurg bin P Glass industry 42 0,41 bln £
Novosibirsk Region Power and heavy engineering 39,2 13,8
Republic of Bashkortostan Electric power industry 31,5 4,9
otosezk Rogen Pulp and paper industry 30 1,8
Samara Regi .
A Transport engineering 15,6 0,03
Sverdlovsk Region ————n
Precision engineering VA 7.6
Stavropol Region ) —
Esiiayad Regn Construction machinery 6,9_ 2 0,15
Penza Region Repair and installation activites 6,9 0,02
]
Moscow Consumer goods manufacturing 6,4 0,15
ooom
Other regions (o]]1 refining 6,3
Aircraft engineering 5,6
Machine tool S
Agricultural engineering 4,4_
Other industries 88 0,2

bin £



THANK YOU FOR YOUR ATTENTION!

Denis ZHURAVSKIY
CEO

+/ 917594 54 76
gr@indparks.ru
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Maksim PAZDNIKOV
Cochairman of the Board
+7 926 101 86 54
pm@indparks.ru

WWW.INDPARKS.RU
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USEFUL MATERIALS IN JAPANESE AND ENGLISH

E https://indparks.ru/materials/edition/japan2020/

INVESTOR'S
GUIDE

Investor’s guide

Iwao OHASHI

Advisor on Japan and APAC
+7 915 182 33 50a
ohashi@indparks.ru

Yana LELES

Director of International Affairs
+/ 925 083 93 80
ly@indparks.ru

AIP free service for

Review of
industrial parks
and SEZ in Russia

production site /
suppliers /
contractors selection



