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Chairman’s statement

Our Chairman

2006 was marked by exciting developments in the life of Rambler Media.

With the emergence of the internet as a new mainstream media in Russia and
the significant growth in online advertising, Rambler Media made the strategic
decision to devote its resources entirely to its internet business.

This increased focus resulted in the sale of Rambler TV after the end of the year. Rambler
Media appointed Mark Opzoomer CEO and Arthur Akopyan CFO in March 2007 to drive
this continued focus. With Rambler Media now a pure online player, and attracting over
32 million visitors to its websites per month, the prospects are even greater for our
business. Towards the end of 2006, one of Russia’s largest media holding groups,
Prof-Media, bought a majority stake in Rambler Media, further demonstrating the
importance and opportunities that the internet represents in the media sector going
forward. We are confident that these developments have placed Rambler Media in

an even stronger position to capture the market’s growth going forward.

Robert M Brown Ill Chairman
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Chairman’s statement continued

Our strategy

Our mission is to provide best of class daily internet media and services to Russian-
speaking consumer markets.

Create engaging daily services and content

@ Innovate locally relevant searches

@ Provide flexible community-based communication tools

® Aggregate best of class media and editorial content

@ Build engaging web-user-orientated entertainment services

e Create original, trusted, locally relevant news and information content properties

Provide targeted user-friendly advertising platforms
@ Build the largest display advertising platform to meet marketers’ brand and
campaign objectives
@ Provide contextually relevant text-based advertising around search and content verticals
@ Innovate new rich media, video and mobile advertising services to allow marketers to
engage the audiences of the future

Build the largest Russian internet-based consumer audience
@ Integrate all forms of content into each service

@ Become the broadcaster of choice for all content owners

@ Provide a daily media service to all audience members

280 miillion people speak Russian globally...
145 million in Russia alone...
28 million Russians now have internet access. ..

...representing strong growth opportunity
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Financial and operating review commentary

Our 2006 financial and operating highlights

@ Group revenue from continuing operations* of US$30.6 million (2005: US$18.6 million)
@ Internet revenue up 91% year on year to US$28.3 million (2005: US$14.8 million)

@ Group EBITDA** from continuing operations* of US$1.62 million, including US$2.6 million
provision for potential tax-related charges (2005: EBITDA™ from continuing operations*
restated to US$1.48 million, including US$1.2 million provision for potential tax-related
charges)

@ Internet EBITDA** for 2006 of US$3.0 million (US$5.6 million excluding provision for
potential tax-related charges above) compared with 2005 EBITDA of US$3.0 million
(US$4.2 million excluding provision for potential tax-related charges above)

e Consolidated net loss after interest, tax and discontinued operations of US$3.0 million
(2005: net loss of US$4.4 million)

@ Strong balance sheet with US$18.5 million of cash at year end before receiving final
payment of US$21 million from sale of TV in January 2007

Continuing operations exclude television, which is classified as discontinued operations
Earnings before interest, tax, depreciation and amortisation
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* Earnings before interest, tax, depreciation and amortisation including provision for
potential tax related charges of US$2.6 million in 2006 and US$1.2 million in 2005.

January-December January-December

2006 2005 (restated)

US$’000 US$'000

Revenue from continuing operations 30,646 18,624
Internet 28,305 14,818
Mobile value-added services 2,341 3,806
Discontinued operations* 5,435 2,797
Investment income 1,574 515
Total revenue and investment income 37,655 21,936
EBITDA™ from continuing operations 1,624 1,476
Net loss (including discontinued operations) (3,035) (4,361)
Profit/(loss) per share from continuing operations — basic and diluted (US$) 0.001 (0.040)
Loss per share from discontinued operations* — basic and diluted (US$) (0.202) (0.280)

Television was classified as discontinued operations

Earnings before interest, tax, depreciation and amortisation

Key operating highlights
e 24.4 million unique monthly users of main Rambler.ru portal in December 2006, up approximately 25% year on year — further increase
to over 29 million in first quarter 2007 — above Russian internet penetration growth of 23%

into Rambler Search

2 billion monthly page views in December 2006, up 52% year on year

Over 220 million search queries per month and growing fast (240 million, May 2007)

16.8 million registered Rambler email accounts in December 2006, up 77% year on year

1.6 million Rambler-ICQ instant messaging unique users per month in December 2006

Acquisition of 51% of Price Express, operating www.price.ru, a leading Russian price comparison engine, and subsequent integration

Acquisition of 51% of online Russian social network www.damochka.ru and 51% of online banner exchange company Bannerbank

e Sale of Rambler TV for US$23 million (completed in January 2007) with a projected pre-tax gain on disposal of US$7.1 million
e Acquisition in December 2006 of approximately 55% of Rambler Media’s shares by Prof-Media, one of Russia’s largest media holding
groups and a major private investor in most sectors in the Russian media market, offering Rambler significant support for further growth
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Financial and operating review commentary

Russian media market

e One of the world’s largest and fastest growing advertising markets —
up 30% in 2006 to over $6.5 billion

e Advertising in Russia is still low as a proportion of GDP compared to
other countries

e Internet advertising has emerged as a new, efficient and targeted media
channel, outpacing the overall market growth — online display advertising
up 67% year on year in 2006

e Rapidly increasing internet penetration with 25% of the Russian population
using internet regularly, making Russia one of the largest online communities
in Europe (28 million people)

Russia’s media market is one of the most
dynamic and promising sectors of the national
economy. The country is rapidly catching

up with Western economies, as is clearly
demonstrated by the growing contribution

of advertising to GDP. Ranked 12th largest

in the world in 2005, it is expected to break
into the Top 8 as early as 2009. The booming
advertising market is currently the globe’s
fastest growing, with yearly increases over
2003/2006 of 30% and predicted to grow

at a similar rate beyond 2007.

Since the crisis of 1998, the country’s

media and entertainment industries have
experienced solid growth, backed by a
thriving economy, and continuously rising per
capita income and household consumption.
This increasingly competitive market has
contributed to the rapid growth in advertising
expenditure, with multinational advertisers
rushing to promote their brands to the
Russian consumer audience.

The most promising segments of the Russian
media are television, currently gathering more
than 50% of all advertising budgets, and the
internet, which shows 70% per annum growth
(both with significantly lower CPT than on the
global market).

This growth is expected to continue, due
to favourable economic conditions such
as continued increases in real disposable
incomes coupled with steady growth in
Russia’s consumer lending, banking and
insurance sectors.

Internet

The internet is at the forefront of global
communications, and its qualities of
interactivity and accessibility have helped
to make it the fastest growing sector of the
media industry worldwide — a trend that is
just as pronounced in Russia.

Forecasts of its growth are being constantly
revised upwards, with the latest indications
by Zenith Optimedia and the Russian
Association of Communications Agencies
(AKAR) predicting the value of Internet
advertising in Russia could treble from
around $200 million in 2006 to an impressive
$600 million by 2009.

Online advertising has benefited from a shift

in marketing expenditure caused by a declining
printed press readership and media inflation.
High growth rates of internet advertising are
supported by dramatically rising levels of
penetration and growing broadband availability,
as well as substantial investment in modern
infrastructure (ADSL, fiber optic, Wi-Fi/
Wi-MAX) by major Russian telecom operators.

In July 20086, the Russian government
introduced a new law restricting advertising
minutes on free-to-air TV to 15% of airtime per
day and no more than 12 minutes per hour.
Until July 20086, the daily amount of
advertising had been limited to 20% of daily
broadcasting time, while there had been no
hourly limit on the amount of advertising.

The new restrictions are likely to result in
higher advertising prices for national TV
networks in 2007 and a partial shift by

smaller-mid size advertisers from the main
national TV broadcasters to fast-growing
Internet websites with mass audiences

in 2007 and beyond.

As of the beginning of 2007, 25% of the
Russian population were already Internet users,
and although this figure was much lower than
elsewhere in Europe — Sweden posted 77%,
while the UK and Germany claimed 62%

and 63% respectively — in actual number
terms the total of 28 million was higher than
those of such populous and more developed
nations as Italy (26 million) and France

(22 million). It is estimated that by 2010,

more than 70 million Russians will be online.

2007 is likely to see an increase in online
competition, with international players
expected to become more active in the
Russian market and domestic leaders
increasingly expanding their range of
services in order to maintain their advantage.

Growing internet audiences and broadband
penetration, more developed audio and video
content as well as some redistribution of
revenue streams from the TV industry, are

all likely to contribute to shaping the future
Russian media and internet markets.

Rambler Media’s early entrance into the
Russian internet (RuNet), and the huge
popularity of its portal, Rambler.ru, claiming
over 29 million unique monthly users and

2 billion page views (May 2007), position the
company well to compete and continue to
capture a large proportion of the growth in
online advertising in Russia going forward.
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*Note: Figures are based on above-the-line advertising only
Source: Zenith Optimedia, April 2007

Russian internet advertising market US$m
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Source: Company/Russian Association of Advertising Agencies (AKAR) (context)/
Zenith Optimedia (Spot)
*Spot advertising includes agency commissions of approximately 15%
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