FLASHNOTE
Sibneft

Oil and Gas June 08, 2004

Target price, recommendation upgrade

Ticker SIBN

Rating Hold | We have updated our valuation model for Sibneft to reflect:

Current price, $ 2.60

Fair value, $ (end 04) 3.30 1) actual end-2003 gross and net debt of $1.64bn and $1.55bn

Upside / Downside 27% respectively, disclosed in an investor presentation on the company’s

web site;
Share price . C . . .
2) a potential $1bn liability associated with a bill presented by the Tax

2:2 7$ ;(Z/ Ministry for 2000 and 2001 (which we expect the company to settle for
341 1 ow hopefully a lower amount); and
SE f: " 3) anumber of small adjustments to operating forecasts.
26 g 15% As a result, our end-2004 fair value target for Sibneft was increased from
241 1 igof $3.1 to $3.3, providing 27% potential upside from its recent close of $2.6.
;ﬁ: 1 309 Our fair value target implies a total equity valuation of $15.6bn for the company,
18 ————r -35% just under the $16bn valuation implied by the potential deal terms with Total as

Jun 03 Aug 03 Oct 03 Dec 03Feb 04 Apr 04 Jun 04 reported some time ago by the Financial Times.

relative to RTS %, r.s.

m—riCE, |.S.

We recognize that Sibneft represents a very likely acquisition target if/when
its de-merger from Yukos is finalized (probably not before Yukos’ own case is
fully resolved) and expect the arrival of a large foreign strategic investor to be
perceived as good news by the market.

Capitalization & stock data

Market cap, $mn 12,327

Net debt (cash), $mn (03) 1,550 | In the meantime, however, the stock is likely to remain very volatile, with
g?]/alirgr;&ncmrrr:m interest) 12%3 trading heavily influenced by Yukos-related newsflow. On top of that, given its
Free float 8% | business practices were very similar to those of Yukos, Sibneft also remains
Local shares per ADR 10.00 | vulnerable to past due tax charges and other political pressures, reflecting the
2003 dividend, $ 0419 | cyrrent “anti-oligarch” campaign.

Dividend yield 16.12%

Taking into account our fair value target upgrade on the one hand, and
Financials (U.S. GAAP), 2003F 2004F 2005F | remaining high political and merger-related risks on the other, we are

$mn upgrading our recommendation on Sibneft from Sell to Hold with a new target

Revenue 7,449 8,344 8,262 price of $3.3 a share.

EBITDA 2,768 3,047 3,065

Net income (adjusted)* 2,556 2,240 2,186 " "

Operating cash flow 25526 2565 2.825 | largetprice calculation

Valuation Total NPV of future FCF, $mn 15,483

EV/EBITDA 50 46 45

P/E 48 55 56| |ess: Netdebt(cash), $mn (end 03) 1,550

P/CF 4.9 4.8 4.4 Less: Minority interest, $mn 0

"Ngt income adjusted to exclude FX gains/los;es, inflationary Less: 2000-2001 tax liabilities $mn 1.000

gains/losses and other non-cash non-recurring items ’ ’
Plus: Value of Slavneft, $mn 2,700
Total equity value, $mn 15,633
Common shares outstanding, mn 4,741
Fair value per share, $ 33

Source: Company data; Aton estimates
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Disclosures

Analyst certification

The research analyst or analysts named on the front of this report are primarily responsible for its
content and certify that their personal views on the security or issuer that the report covers have been
accurately expressed.

The research analysts, strategists and research assistants principally responsible for the preparation of
this report may receive compensation based on various factors including quality of research, investor
client feedback, stock picking, competitive factors and overall firm revenues.

Stock ratings methodology

Definition of Aton Capital Group’s stock ratings system
Rating Definition

Buy Appreciation potential > 15% over the next 12 months
Hold Appreciation potential between 0% and 15% over the next 12 months
Sell Appreciation potential < 0% over the next 12 months

Appreciation potential is calculated as the difference between the current market price of a stock and
our fair value target for the stock over the next 12 months. The primary basis for calculating fair value
targets for most Russian equities is the discounted cash flow method; for a greater discussion of this
valuation method please contact Aton Capital Group research or your sales representative. In certain
cases, analysts may have leeway on the above-mentioned range of returns in establishing their
recommendation to reflect non-quantifiable risks or other considerations.

Disclaimer

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 Capital Group affiliate.

This report is not an offer to buy or sell any security or to participate in any trading strategy. The
information and opinions contained within research reports are based upon information publicly
available at the time of preparation and publication. The value of and income from your investments
may vary because of changes in interest rates, tax rates or foreign exchange rates, securities prices or
market indexes, operational or financial conditions of companies or other factors. Past performance is
not necessarily a guide to future performance. Estimates of future performance are based on
assumptions that may not be realized. The value of any investment or income may go down as well as
up and you may not get back the full amount invested. In the case of investments for which there is no
recognized market, it may be difficult for investors to sell their investments or to obtain reliable
information about their value or the extent of the risk to which these investments are exposed.

This report does not provide individually tailored investment advice. It has been prepared without
regard to the individual financial circumstances and objectives of persons who receive it. The securities
discussed in this report may not be suitable for all investors. Aton Capital Group recommends that
investors independently evaluate particular investments and strategies, and encourages investors to
seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will
depend on an investor’s individual circumstances and objectives.

Reports prepared by Aton Capital Group are based on public information available at the time of the
report preparation and publication. Facts and views presented in this report have not been reviewed by,
and may not reflect information known to, professionals in other Aton Capital Group business areas,
including investment banking personnel. Aton Capital Group makes every effort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. We have no
obligation to tell you when opinions or information in this report change. Third-party data providers make
no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the
data they provide and shall not have liability for any damages of any kind relating to such data.

Aton Capital Group and its affiliates and/or their officers, directors and employees may have positions in
any securities mentioned in this document (or in any related investment), and may from time to time add
to or dispose of any such securities (or investments). Aton Capital Group and/or its affiliates may act as
market maker or have assumed an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal
basis and may also seek to perform investment banking or underwriting services relating to those
companies.

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent
of Aton Capital Group.

Additional information is available on request.
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