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Stock data

Ticker pbtf  M.Cap,$ mn 56.85
Shares Ords 8,746,800  Free float 27.37
Shares Prefs - Free float, § mn 15.56
Bid, $ 3 Midmarket,$ 6
Offer, $ 9 Target, § 11
Financials 2007

Revenues, $§ mn 78.38 P/BV 418
EBITDA, $ mn 1112 PIE 12.18
Netincome, $ mn 467 EVIS 0.87
P/S 0.73 EV/EBITDA 6.14
Financials 2008E

Revenue, $§ mn 86.74 P/BV 3.64
EBITDA, $ mn 1335 PIE 10.15
Net income, $ mn 56 EVIS 0.78
P/S 0.66 EV/EBITDA 5.07

Company revenue growth, $ mn
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A good catch

« We initiate coverage of one of the largest companies in the Far
East of Russia — Trawl Fleet Preobrazhenskaya Base OAO (PBTF),
which catches, freezes and processes fish and seafood.

e PBTF accounts for 11% of the Primorie fish market and almost
12% of the Primorie canned products market.

*The size and quality of PBTF’
the company. The company owns 28 MCT vessels (mid-sized
fishing trawlers), each costing about $300,000-$400 000, and 2
BACT vessels (large fishing trawlers) — each costing up to $1 mn.
However,t he company’' s f | eet 3olyeas. Tlen
company has taken this into consideration and is in the process of
modernizing and renewing its fleet. In the near future, the
company plans to acquire several BACT vessels, which will enable
it to achieve a more dominant position in the Russian Far East
seafood market.

e The company is investing heavily in modernizing its fleet and
developing facilities for deep-processing fish and seafood.

e Management has a direct controlling stake of 72% in the
company. The ¢ o mp ain ghargholders are composed of
former and current employees.

- The company’ perfofmantea hags ibeent improving
steadily. We have attached (at the end of our report) a summary of
t he c o nmpecantlyreleased financial results for 1Qo8, as well
as for 2007. We note that in 2007 the ¢ o mp a nrevémses
increased by 27% in comparison to 2006 to $78.38 mn and its net
income equaled $4.67 mn.

 Based on our peer analysis study andt h e ¢ o mpranising
prospects outlined above, we initiate coverage on PBTF by issuing a
BUY recommendation with a target price of $11 per ordinary
share, which offers potential upside of 80% from the current
mid-market price.
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Business description

» PBTF is one of the largest companies in the Russian Far East. It catches fish in the Sea of Japan, the Sea of Okhotsk
and the Bering Sea. T h e ¢ o mp @npyodusts anme fresh fish and seafood.

« The principal customers of the company are located in the Asian-Pacific Region — in China, South Korea and Japan
- and account for 60-65% of the c 0 mp a total' peoduction. The c 0 mp a reyndimng sales (35-40%) are made in
the domestic market with the Primorie Territory accounting for 55-60% of domestic sales, and the remaining sales
being made in 14 different regions of Russia - including Moscow, Novosibirsk, the Khabarovsk Territory, Sverdlovsk,
Amur, Kamchatka and the Sakhalin Region.

« PBTF is modernizing its existing assets, and purchasing new BACT vessels that can remain at sea for longer
periods, thus increasing the amount of fish that can be caught per expedition and which are more fuel efficient. The
¢ 0 mp a mpdemization plans also involve the construction of new secondary power generators for deep
processing and canning. This all became possible due to the assignment of long-term fishing quotas. Through its
modernization scheme, the company plans to expand its canning production, approve new types of packages, and
enlarge the variety of its production and canned fish.

 Since 2006, annual fishing quotas have been significantly increased. In 2008, the quota was increased by
139,000 tons in comparison to 2007 to almost 700,000 tons for the whole Far East region. In 2007, the Nakhodka
fishing region received the highest proportion of the quotas, and PBTF received quotas for 52.3 thousand tons of
saury and 27.4 thousand tons of seafood. Wee x pect t hat dhdreof theqqumomawillgrow by at least 6%
in 2008. We also note that, in comparison to 2007, significant changes have taken place in the periods over which
the quotas are valid, as the validity period has been increased from 5 to 10 years.

» The company is exposed to fairly significant risks connected with possible changes regarding fish and seafood
quotas in the Far East. The second largest risk facing the company concerns the significant deprecation of its fleet,
which maintenance work and modernization. The company also faces the risk of higher railway transport tariffs,
which would restrict the possibility for the company to expand its customer base and its entry to new sales markets;
in addition, there is a risk related to the relatively low liquiditylevelo f t he company’' s share

Shareholders

* The ¢ omp a nshareholders arerformer and current employees. The company is directly controlled by
management, which owns a stake of about 72% in the company.
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Peer comparison

» We estimated a fair value for PBTF based on the peer comparison study given below.

Company Country g‘rﬁp P/S PJE EV/S EB‘i‘T’{) A
NIPPON SUISAN KAISHA LTD JAPAN 1,260.4 0.25 32.32 0.41 7.86
TOYO SUISAN KAISHA LTD JAPAN 2,345.3 0.76 19.59 0.56 6.25
MARINE HARVEST NORWAY 2,553.5 1.01 37.35 1.49 14.04
LEROY SEAFOOD GROUP ASA NORWAY 1,134.8 0.88 21.92 1.11 10.35
AKER SEAFOODS ASA NORWAY 2,08.18 0.51 23.77 0.94 10.77
SALMAR ASA NORWAY 824.37 2.22 13.23 2.64 10.56
OCEANA GROUP LTD SOUTH AFRICA 326.35 0.89 13.81 0.80 6.80
TASSAL GROUP LTD AUSTRALIA 391.33 2.29 19.48 2.49 12.39
CHINA FISHERY GROUP LTD CHINA 1,003.8 2.16 8.62 2.72 7.15
ALFESCA ICELAND 540.02 0.51 13.85 0.75 8.19
NIPPON SUISAN KAISHA LTD JAPAN 1,260.4 0.25 32.32 0.41 7.86
SANFORD LIMITED NEW ZEALAND 349.16 1.16 18.79 1.46 9.63
COPEINCA ASA NORWAY 479.63 2.08 30.84 2.74 9.18
GRIEG SEAFOOD ASA NORWAY 209.1 0.68 13.98 1.49 9.55
Weighted average 1.01 24.52 1.26 9.43
PBTF RUSSIA 56.85 0.73 12.18 0.87 6.14
Weight 15% 30% 25% 30%
Fair M.Cap, $ mn. 96.16

Number of Ords 8,746,800

Current mid-market price, $ 6.00

Target price, $ 11

Upside, % 80%

Source: Company data

» Based on current market conditions, the significant spread between the bid and offer prices, and taking into
account the low liquidity levelo f t h e ¢ o mp,aeuged the nsidiraarket price of $6 as the current price.

» Based on our peer comparison and the multipliers we used, we consider that PBTF' s c ur r ésresttrenly i c e
cheap — particularly in terms of its P/E ratio. Accordingly, we initiate coverage on PBTF by issuing a BUY
recommendation, with a target price of $11 per ordinary share, giving potential upside of 80% from its current
mid-market price.
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Table 17 Income statementi RURG6 00 0
Name Code 2003 2004 2005 2006 2007 Q12008
Profits and losses from common activities
Sales revenue (excl. VAT, excise tax) 10 1,616,535 1,340,018 1,525,846 1,673,469 2,004,094 686,417
Cost of goods sold 20 1,511,035 859,457 1,038,827 1,205,286 1,467,788 419,640
Gross profit 29 105,500 480,561 487,019 468,183 536,306 266,777
Selling expenses 30 76,220 38,054 72,036 83,315 146,845 50,640
Administrative expenses 40 126,303 104,986 126,864 151,764 15,5155 37,791
Operating profit (loss) 50 -97,023 337,521 288,119 233,104 234,306 178,346
Operational income and expenses
Interest income 60 7 1 7 11 14
Interest expense 70 33,420 25,562 9,760 13,657 21,568 8,178
Dividend income 80 0 2 2 [} 0 0
Other operating income 90 935,594 858,342 715,559 1,402,928 1,227,092 273,275
Other operating expenses 100 935,594 858,342 715,559 1,402,928 1,308,572 419,273
Non-operating income and expenses
Non-operating income 120 260,909 173,551 187,434 [}
Non-operating expenses 130 196,723 428,411 277,868 o
Pre-tax profit (loss) 140 -66,535 107,163 68,644 22,389 131,269 24,184
Profit tax and other similar compulsory 150 15,949 34,792 47,720 13,938
payments
Extraordinary income and expenses
Net profit 190 -76,927 81,444 50,435 17,015 119,381l 24,184
Source: Company data
Table 27 Balance sheeti RUR6G 000
Name Code 2003 2004 2005 2006 2007 Q12008
ASSETS
Capital assets 120 375,420 300,490 273,535 306,780 283,749 286,336
Construction in progress 130 76,314 66,084 70,700 74,372 69,250 57,520
Profitable investments in material assets 135 62,867 51,118 43,160 37,529 35,974 34,656
Other long-term assets 140 88,105 45,537 40,798 39,775 14,907 13,710
LONG-TERM ASSETS 190 608,263 472,451 466,925 458,456 403,880 392,222
Inventory 210 490,732 423,372 353,480 479,106 587,706 676,230
VAT on inventory 220 27,627 24,501 22,123 6,404 830 0o
Accounts receivable (due within one year) 240 517,974 471,257 435,915 436,332 524,124 558,511
Short-term investments 250 o) 0 0 0 0 o)
Cash and cash equivalents 260 9,807 1,244 9,080 8,644 3,478 12,787
Other current assets 270 0 0]
CURRENT ASSETS 290 1,046,140 920,374 82, 508 930,486 1,116,138] 1,247,528
TOTAL ASSETS 300 1,654,403 1,392,825 1,287,523 1,388,942 1,520,018 1,639,750
LIABILITIES
Charter capital 410 87 87 87 87 87 87
Paid-in capital, asset revaluation 420 176,221 160,064 155,360 142,844 13,5171 134,799
Retained earnings 460 0 0 0 o) 0 o
Retained earnings for the reporting year 470 -20,042 71,141 117,140 97,451 212,562 236,206
CAPITAL AND RESERVES 490 156,266 231,292 272,587 240,382 347,820 371,092
LONG-TERM LIABILITIES 590 4,617 3,959 o) 0o
Debt and loans 610 225,295 164,252 96,944 228,437 297,052 269,414
Accounts payable 620 1,220,931 964,563 884,121 870,371 831,302 893,900
Dividends due for payment 630 835 456 723 1,163 275 271
Reserves of forthcoming charges and payments 650 51,076 27, 645 29,189 48,589 43,569 105,073
CURRENT LIABILITIES 690 1,498,137 1,156,916 1,010,977 1,148,560 1,172,198] 1,268,658
Total LIABILITIES 700 1,654,403 1,392,825 1,287,523 1,388,942 1,520,018 1,639,750
Source: Company data
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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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Tel.: +7 495 967 1300
Fax: +7 495 967 1311

Kremlin Embankment 1, building 2,
Moscow 119019, Russia
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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.
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