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$0.35
SIBNEFT

Mcap ($ mn) 1,659 Dividend common (2000F) $0.02
EV ($ mn) 1,859
Revenues EBITDA Net profit EPS CFPS EV/EBITDA P/CF P/E EV/S
(USDmn)  (USDmn) (USDmn) (USD) (USD) ) ) ® ®
1999 1,746 547 287 0.06 0.10 34 34 5.8 1.1
2000F 2,946 1,040 551 0.12 0.17 1.8 2.1 3.0 0.6
2001F 3,200 1,111 561 0.12 0.17 1.7 2.1 3.0 0.6
2002F 3,266 1,048 514 0.11 0.16 1.8 2.1 32 0.6

We are upgrading our recommendation on Sibneft from Hold to Buy for three major reasons.

First, Sibneft has the largest exposure to the domestic market among Russian majors. Since, as we
forecast, average domestic prices in dollar terms will be higher year-on-year in 2001 (despite falling
export revenues), Sibneft will be the prime beneficiary of domestic price strength.

Secondly, Sibneft is likely to deliver the largest output gain in the sector this year due to a powerful
combination of fairly young reserves and a tripling of capex. Sibneft management forecasts crude oil
production growth of 10.5% to 380,000bpd, double our sector growth forecast. Although such plans
may seem ambitious, Sibneft’s daily production did advance 20% from its February 2000 trough to
December 2000. As a result of rising production and strong local prices, we expect Sibneft to be the
only Russian oil company to deliver revenue growth this year.

Finally, although we tend to avoid commenting on market rumors, there may be an outside chance
that Sibneft’s controlling shareholders could decide to sell the company. If the sale is conducted in a
manner that respects minority shareholder rights, it could represent the best way to unlock Sibneft’s
true value. We estimate that with a control premium Sibneft could be sold for up to $4-$6bn, or
$0.85-$1.30 a share.

Key risks in respect to Sibneft are the shares’ low liquidity and an intransparent ownership structure.
Sibneft trades sporadically on the RTS and on the US OTC market, as well as in Germany, where
weekly trading volume has averaged only $0.5mn over the past six months. Investors are also
concerned about the nature of Sibneft’s ownership. Although the controversial Russian businessman
Roman Abramovich has admitted to owning a 46% stake in the company, questions remain in respect
to the remaining 42%, reportedly held by other insiders. There are also concerns that Abramovich
may divert Sibneft’s cashflow to fund his other businesses, such as the aluminum holding RusAl,
although there is as yet no evidence to that effect.
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Operating performance

Production rose 5.4% in 2000 to 344,000 bpd, the first year of rising production in a decade.
Production at the Sugmut field rose 45% to 48,000 bpd.

Sibneft exported 32% of its oil production and 21% of refined product output last year, largely
unchanged from 1999 levels. Refinery throughput was unchanged at 250,000bpd. Light products
amounted to 80% of output, which is by far the highest percentage of any major refinery in Russia
and is a further improvement from the 78% achieved in 1999.

Sibneft acquired a 40% stake in Orenburgneft last year for $250mn-$300mn. We expect this equity to
be used as a bargaining chip to increase the utilization of Omsk refinery (64% at present) by securing
additional oil supplies from TNK, Orenburgneft’s majority shareholder; but it is also possible that
management may either sell the stake or insist on a joint operation with TNK.

Sibneft has also formed a 50/50 JV with Sibir Energy to develop the southern part of the Priobskoye
field.

Financial performance

Sibneft skipped publication of semi-annual US GAAP numbers last year over a dispute with its
auditor. On a full-year basis, we expect the company to report 69% revenue growth and 90%
EBITDA growth in 2001, due to a combination of higher volume and prices. Margins are forecast to
expand by 3-4 percentage points.

Operating and net margins are below the sector averages due to high depreciation charges. Sibneft
carries its US GAAP books in dollars, which has made depreciation expense immune to the ruble
devaluation. As a result, Sibneft’s depreciation equals that of Surgutneftegaz, despite production
being 60% lower.

On a cash basis, margins are traditionally slightly below those of industry peers, due to higher
exposure to the domestic market. This, however, should work in Sibneft’s favor this year as domestic
prices outperform exports. We expect Sibneft to be the only Russian oil company to post revenue
growth this year. Growth in production costs, however, will still prevent margins from expanding.

Sibneft’s financial position is very stable. The company repaid its $150mn Eurobond issue last
August, but subsequently had to raise $375mn in new debt financing to fund acquisition of the
Orenburgneft stake and future capex needs.

Valuation

Sibnett is one the cheapest stock in the sector, trading at FYO1F EV/EBITDA multiple of 1.7x. Its
FYOIF P/E of 2.9x is only marginally higher that of Tatneft. Despite low liquidity and stock
overhang, we find the 56% discount to Lukoil and the 30%-35% discount to Surgutneftegaz and
Yukos unwarranted, given the company’s strong growth outlook.

Our estimate of Sibneft’s fair value is $0.94 a share, implying a 169% upside potential.
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In $mn, US GAAP | 1998 | 1999 | 2000F | 2001F |
REVENUES

Sales crude oil export 380.8 564.5 995.7 852.2
Sales products export 188.2 250.6 462.0 384.2
Sales products domestic 1075.1 879.3 1434.5 1909.8
Sales oil & products 1644.1 1694.4 2892.2 3146.2
Processing fees 30.1 3.7 4.0 4.0
Other 106.8 48.25 50.0 50.0
Sales total 1781.1 1746.4 2946.2 3200.2
PROFIT & LOSS

Revenues total 1,781.1 1,746.4 2,946.2 3,200.2
Production costs -909.4 -784.1 -982.2 -1126.1
Non-income taxes -218.1 -217.6 -532.6 -561.6
Purchases -95.6 -41.7 -150.0 -144.8
Gross profit 557.9 703.1 1281.4 1367.7
SGA -250.9 -128.6 -191.3 -202.1
Other -95.6 274 -50.0 -54.4
Costs total -1569.7 -1199.3 -1906.1 -2089.0
EBITDA 211.4 547.1 1040.1 1111.2
Depreciation -316.6 -289.8 -262.3 -256.0
Operating profit (EBIT) -105.2 257.3 777.8 855.2
Interest expense -53.3 -21.8 -23.1 -20.0
Interest income 6.8 0.5 3.0 3.0
Minority gain (loss) -81.5 89.7 30.0 25.0
Other gains/losses 1.8 -30.4 0 0.0
Preferred dividends -1.8 0.0 0.0 0.0
FX gains/(losses) 286.8 283 0.0 0.0
Pretax profit 53.5 323.5 787.7 863.2
Taxes -17.3 -8.5 -236.3 -302.1
Net profit 36.2 315.0 551.4 561.1
FX gain (loss) -286.8 -28.3 0.0 0.0
Adjusted net profit -250.6 286.7 551.4 561.1
CASH FLOW STATEMENT

Net income -250.6 286.7 551.4 561.1
DDA 316.6 289.8 262.3 256.0
Minority gain (loss) 81.5 -89.7 -30.0 -25.0
Change in working capital -367.0 -182.8 -141.0 -28.0
Other 302.6 653 0.0 0.0
Operating cashflow 83.1 369.4 642.7 764.0
Investments 30.7 -8.7 -250.0 0.0
Capital expenditures -184.6 -120.45 -261.5 -600
Net borrowings -3.8 -258.6 383 -100.0
Other 0.0 0.0 -135.2 0.0
Net cashflow -74.6 -18.4 34.3 64.0
Net cash at start of year 108.7 341 15.7 50.0
Net cash at end of year 34.1 15.7 50.0 114.0
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In $mn, US GAAP 1998 | 1999 | 2000F | 2001F
BALANCE SHEET

Cash and liquid assets 34.1 15.7 50.0 114.0
ST investments 24 52 5.0 5.0
Receivables 384.6 326.4 530.3 576.0
Inventory 116.5 123.7 176.8 192.0
Other 1.9 1.6 2.0 2.0
Current assets 539.4 472.5 764.1 889.1
Fixed assets 4213.1 3610.1 3609.2 39533
Investments 21.6 18.1 268.1 16.0
Other 220.0 179.3 180.0 180.0
Non-current assets 4454.7 3807.4 4057.3 4149.3
Total assets 4994.1 4279.9 4821.4 5038.3
Current loans -320.4 -211.7 -250.0 -150.0
Payables -460.9 -227.1 -343.1 -376.0
Other -15.8 -124 -10.0 -10.0
Current liabilities -797.1 -451.3 -603.1 -536.0
Long-term loans -150.0 0.0 0.0 0.0
Other -105.1 -73.8 -74.0 -74.0
Long-term liabilities -255.1 -73.8 -74.0 -74.0
Total liabilities -1052.2 -525.1 -677.1 -610.0
Minority interest -2015.3 -704.9 -150.0 0.0
Share capital -1.6 -1.6 -2.0 -2.0
Reserves -1867.4 -2675.7 -2675.7 -2675.7
Retained profit -57.5 -372.6 -1316.6 -1750.6
Shareholders' equity -1926.5 -3050.0 -3994.3 -4428.3
Total liabilities and equity -4994.1 -4279.9 -4821.4 -5038.3
KEY RATIOS

|Growth

Revenue growth (% ch.) -40.41 -1.95 68.71 8.62
Net profit growth (% ch.) 3123.10 -214.40 92.31 1.76
|Profitability

Gross margin (%) 31.32 40.26 43.49 42.74
Operating margin (%) -5.91 14.73 26.40 26.72
Net margin (%) -14.07 16.42 18.72 17.53
ROA (%) -4.72 6.18 12.12 11.38
ROE (%) -13.13 11.52 15.66 13.32
ROCE (%) -2.78 6.27 12.32 12.08
Cash ROCE (%) 440 13.58 18.29 17.67
|Balance sheet

Inventory (days) 27.08 37.64 33.85 33.55
Receivables (days) 78.82 68.22 65.70 65.70
Payables (days) 107.18 69.12 65.70 65.70
Current ratio (x) 0.68 1.05 1.27 1.66
Quick ratio (x) 0.53 0.77 0.97 1.30
Net debt / equity (%) 22.52 6.26 4.88 0.70
Equity ratio (%) 38.58 71.26 82.85 87.89
Fixed assets ratio (%) 218.68 118.36 90.36 89.27
Fixed assets mix (%) 84.36 84.35 74.86 78.46
Depreciation rate (%) 7.43 741 7.27 6.77




caPrTAL
GROUP

An.
“YATON S i b on e ft . a pr il 20 0 1

Aton Capital Group

27 Pokrovka Street, Bldg. 6
Moscow, Russia 103062

7(095) 777-8877
7 (095) 777-8876, fax

www.aton.ru
aton(@aton.ru

ATON <GO> (Bloomberg)

Trading
saltrad@aton.ru
7 (095) 777-8872

International Sales Nick Betsky

istrd@aton.ru Ryan Dodd

7 (095) 777-8845 Kevin Dougherty
Bobby Lowe

Richard Stevenson

Domestic Sales Albert Gavrikov, Department Head
sales@aton.ru Alexei Kaminski
7 (095) 777-8873 Konstantin Khaydukow

Denis Piskunov
Alexei Primak

Valery Tolkachev
Research Jim Nail, Department Head
atonres@aton.ru
Economics Utilities Telecoms/Technology
Peter Westin Michael P. Fogarty, CFA Nadezhda Goloubeva
westin@aton.ru mfogarty@aton.ru nadia@aton.ru
7 (095) 777-8877, x3117 7 (095) 777-8833 7 (095) 777-8834
Qil/Gas Industrials/Transport Editor
Steven Dashevsky, CFA Brian Chipman Vadim Kotikov
steven(@aton.ru chipman@aton.ru kotikov@aton.ru
7 (095) 777-8832 7 (095) 777-8837 7 (095) 777-8877, x3121
Vladislav Metnev Helen Sakhnova
metnev(@aton.ru sakhnova@aton.ru
7 (095) 777-8836 7 (095) 777-8835

This document was prepared by Aton Capital Group. It is being distributed in the United States by Aton Securities, Inc. (*'ASI”), which accepts responsibility for
its contents. Any US person receiving this document that wishes to effect transactions in any securities referred to herein should contact ASI, and not any other
Aton affiliate.

This document has been provided solely for information purposes to recipients only. It does not constitute an offer, or the solicitation of any offer, to buy or sell
any securities, and cannot be relied upon as a representation that any particular transaction necessarily could have been or can be effected at the stated price.
The opinions and estimates included in this document reflect our views as of the date appearing on the document and are subject to change at any time. While
the information contained in this document has been derived from sources deemed reliable, Aton Capital does not guarantee its accuracy or completeness. Aton
Capital and its affiliates (and their principals and employees) may at any time own or take positions in any security mentioned herein or hold options, warrants
or rights with respect thereto or other securities of such issuers. Aton Capital and its affiliates (and their principals and employees) may from time to time
provide investment banking or consulting services to or serve as a director of a company being reported on herein.

This document is not intended for the use of private customers in the UK.

1t may not be reproduced or distributed by any recipient for any purpose.




