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Flash note
. Ho | TGH-A placement results:
Target price: will they benefit minority shareholders?
Ords - $0.00168
Prefs - $0.001177
Analyst: Ekaterina Tripoten « The ONEXIM Group, controlled by Mikhail Prokhorov, has become a
tripoten@sovlink.ru strategic investor in JSC TGK-4. Yesterday, ONEXIM was announced as
the purchaser of UES’ stake in TGK-4. Furthermore, the Group will also
Stock data receive additional shares in the company. In total, ONEXIM will obtain a
Ticker TGKD _ M.Cap, $ mn 14435 40-54% stake in TGK-4, depending on whether minority shareholders in
Shares Ords ‘000 12321201965  Free Float, % 25 TGK-4 (recorded in the register as of July 16, 2007) exercise their
Shares Pref ‘000 1,000,000  Free Float, $ mn 3248 preemptive rights. In this case, ONEXIM will have to make an offer to
Bid Ords, $ 0.00106  Offer Ords, $ 0.00111 buy out the stakes of the remaining TGK-4 shareholders at the same
Bid Prefs, § 0.0005 _ Offer Prefs, § 00007 price at which it acquired UES’ stake in TGK-4, namely 0.027 rubles per
share ($0.00114).
Market performance

1 month 6 months » As ONEXIM purchased UES’ stake in TGK-4 with only a 1.2% premium
Absolute Ords -5.83% 8.65% to the RTS’ offer price, the arbitrage advantage that minority
Relative to RTSI Ords 0.00% 9.89% shareholders would gain by exercising their preemptive rights is fairly
Price range, $ marginal. In this case, in our opinion, it would be better for minority
High Ords 0.00113 000125 shareholders to hold their stakes in TGK-4 in the hope of benefitting

Low Ords 0.00106 0.00100 from the steps that ONEXIM will take with respect to TGK-4.
Financials, 2007E « After the announcement of ONEXIM’s purchase in TGK-4, the General
Revenu, $ mn 834 PIS 19 Director of the Group, Dmitry Razumov, stated that ONEXIM will “use
EBITDA, $ mn 128  EV/EBITDA 14.1 the company as a basis to integrate traditional and alternative power
Net income, $ mn 38 PIE 38 generation” methods. Alexander Chikunov, a UES board member, stated

that TGK-4 will serve as the foundation of a new energy holding, which
will be formed by Mikhail Prokhorov. It is not clear from ONEXIM’s
statement, whether any other traditional power generation assets will be
included in the holding. However, ONEXIM’s new acquisition reminds
TGK-4 - Relative performance us of last year’s acquisition by GMK Norilsky Nickel (in which Mikhail
Prokhorov holds a stake of about 30%) of a controlling stake in WGC-3.
Both WGC-3 and TGK-4 own assets located in the Tula region, and we do
not rule out the possibility that ONEXIM could purchase a stake in

- 2,500 WGC-3, or in some of the energy assets belonging to WGC-3.
0.0012 - 2400 « In any case, we expect that ONEXIM, as a strategic investor, will try to
- 2,300 boost TGK-4’s performance, expand its investment programs and try to
L 2900 obtain synergy benefits from its other assets. Hence, until a detailed
' report on ONEXIM’s future strategy for TGK-4 is published, we reiterate
0.0010 - 2100 our year-end target price of $0.00168 for the company’s ordinary shares

and $0.001177 for its preferred shares. However, over the next few
- 2,000 months, as growth in TGK-4’s share price will be held back by ONEXIM’s
anticipated offer price, we downgrade our BUY recommendation on

- 1,800 TGK-4 to HOLD.
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STOCK RATING POLICY

STRONG BUY: Upside over 25%; confidence level — high /

) upside over 100%; confidence level - low

BUY: Upside between 15 and 25%; confidence level — high /
upside between 25% and 100%; confidence level — low
HOLD: Upside of less than 15%; confidence level — high /
upside of less than 25%; confidence level — low
SELL: Target price at or below current price levels
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The Information is exclusively of an informational/analytical nature, and should not be interpreted as a recommendation to take any particular investment action. The
Information should not be relied upon as a justification for the execution of any transactions, and should not be referred to as such. Sovlink LLC takes no responsibility for
any actions taken on the basis of the Information. The enclosed Report does not contain an offer or an invitation to make an offer to buy or sell any securities or any options,
futures or other derivatives related to such securities.

This Report does not have regard to any specific investment objectives, financial situation and the particular needs of any specific person who may receive this Information.
Investors should seek financial advice regarding the appropriateness of investing in any securities mentioned and should understand that statements regarding future prospects
may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Accordingly,
investors may earn less than originally invested. Past performance is not necessarily a guide for future performance. Foreign currency exchange rates may adversely affect the
value, price or income of any security mentioned in the Report. Please bear in mind that investment activity in emerging markets is very risky, and investors should conduct
their own due-diligence prior to making an investment decision.

The individual(s) responsible for the preparation of this Report (the Author(s)), or Sovlink LLC may hold short- and long-term positions in any of the securities mentioned
in the Report, and may take part in investment activities with companies mentioned in the Report.

In preparing this Report, the Author(s) assumed that the issuers mentioned in the Report disclose information in the amount and under the procedure stipulated by the
securities legislation of the Russian Federation for issuers who publicly place securities.

This Report and the Information is based exclusively on publicly-available information, which is deemed to be reliable, however Sovlink LLC makes no representation that
this Information is accurate or comprehensive, and it should not be relied upon as such. Sovlink LLC makes no representation that this Report has been released to all
readers simultaneously, nor that Sovlink LLC will update this material on a regular basis or that it will correct inaccuracies contained in this Report.
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