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ELGZ:  BUY 
New plans announced at its AGM Target price: US $1,317 

 
Analyst:  Michael Armyakov 
armyakovm@sovlink.ru  
 

Stock data 
Ticker  ELGZ M.Cap*, $ mn 42.6 
Shares Ords  57,814 Free Float, % 10 
Shares Prefs  19,272 Free Float, $ mn 4.26 
Bid Ords, $ 650 Offer Ords, $ 850 
Bid Prefs, $ 155.1 Offer Prefs, $ 245 

* Mid-market, as of 23.05.2008 
 

Market performance (ords) 
  1 month 6 months 
Absolute Ords 6% 6.7% 
Relative to RTSI Ords -7.2% -2% 
Price range, $    
High Ords 750 750 
Low Ords 705 500.5 

 
Market performance (prefs) 
  1 month 6 months 
Absolute Ords 8.4% 9.8% 
Relative to RTSI Ords -11.1% -85.1% 
Price range, $    
High Ords 375 375 
Low Ords 202.5 202.55 

 
Financials, 2007A 
Assets, $  mn 64.61 ROE 23.0% 
Book Value, $  mn 21.7 P/E 20 
Net income, $  mn 2.07 P/BV 2 

 
Financials, 2008E 
Assets, $  mn 72.54 ROE 14.9% 
Book Value, $  mn 28.08 P/E (x) 10.83 
Net income, $  mn 4.18 P/BV (x) 1.61 

 

 
Source: RTS, SOVLINK 

 
• OJS Elektrogaz held its annual general meeting for shareholders in 
Krasnodar.  
• The company announced revenues of RR3.065 mn for 2007, which is 
an increase of 22% growth vs. 2006 and beats our expectations by 6%. Its 
net profit grew by 11% to RR49.7 mn. However, production costs 
increased by 26% on a y-o-y basis, which resulted in a decline in the 
company’s margins.  
• In 2008, the company intends to increase its revenues by 27%, with the 
bulk of the new operations and revenues expected to be generated from 
the Southern Stream project. In our opinion, the announced forecasts are 
quite conservative since the company will obtain orders from its majority 
shareholder Gazprom in new sectors as early as this year, which could 
increase the company’s turnover by 50%. A more detailed analysis of the 
company’s report for 2007 and 1Q08 will be released later.  
• During the annual general meeting, Gazprom’s representatives 
reiterated their plans to establish a services holding company for the 
provision of repair and maintenance services to the Unified Gas Supply 
System (UGS). The new holding will be called LLC Gazprom 
Tsentrremont. Elektrogaz, as well as a number of other services 
companies, will be part of the holding. It will take up to two years to 
establish the holding. This confirms our mid-term investment idea; 
namely, the purchase of Elektrogaz’s shares will result in investors 
becoming shareholders in a larger maintenance company. 
• We would like to draw your attention to the changes in Elektrogaz’s 
status in the proposed holding. Whereas previously Elektrogaz was mainly 
treated as a subcontractor, under the proposed structure, Elektrogaz will 
become a general contractor for the provision of maintenance services to 
power facilities. In other words, Elektrogaz will be in a position to boost its 
revenues. At the same time, the expansion of operations will also result in 
the need to hire more employees and purchase new equipment required to 
fulfill orders, which, in turn, may pressurize the company’s profit margins. 
• This also supports our expectations that the company’s production 
capacities may be utilized in related sectors. This year Gazprom could 
award Elektrogaz contracts worth RR1.5 bn in sectors that are new for the 
company, which would boost the company’s revenues by 1.5 times. 
• During the meeting, shareholders voted for the payment of dividends 
of RR3.5 per ordinary share and RR35 per preferred share for the 2007 
financial year. Thus, the company’s dividend payout ratio is 1.7%, and its 
dividend yield is close to 0.02% for ordinary shares and 0.6% for preferred 
shares as of the record date. The approved dividends will be paid out by 
December 31, 2008. We note the absence of positive changes in the 
company’s dividend policy. However, this is typical for companies with 
high growth rates such as Elektrogaz.  
• We continue coverage of Elektrogaz by reiterating our BUY 
recommendation on the stock. We estimate a target price per ordinary 
share of $1,317 over the next 12 months and a target price of $579 per 
preferred share.  
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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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©2008 Sovlink LLC. The information in the enclosed Report (the “Information”) is not an advertisement for any 
security or particular issuer and should not be interpreted as such. The Information is intended solely for the 
personal use of Sovlink LLC’s clients or other parties pre-agreed to with Sovlink LLC. The Information is not 
intended for use by citizens of the USA or legal entities registered in the USA. Nothing contained in the Information 
is, or should be interpreted as being information intended for an undetermined audience.  
 
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. 

 
 

 


