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Syktyvkar Tissue Group, JSC

In company of valuable papers

Consumer goods
Russia

Syktyvkar Tissue Group, JSC (hereafter STG) is one of the largest
domestic manufacturers of sanitary tissue products (STP). The
enterprise was established in the 70s of the past century basing on
Syktyvkar Forestry Enterprise and has been actively developed and
modernized during the recent years. As for the techniques, STG is one
of the top manufactures in RF. Currently the company shows dynamic
development provided by execution of the first stage of the long-term
development program. The company occupies the first place on
production of base tissue for sanitary purposes (26% of the market) and
the third place on the production of toilet paper (8% of the market).
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The most familiar product of the company is “Syktyvkarskaya 56” toilet
paper due to the long history of production. The company launched the
new brand of high quality products “Linia Veiro” since 2005, which is
rather strong at the Russian market nowadays. Company’s products are
represented in more than 50 regions throughout Russia, and also at CIS
and EU markets.

Operating results

Figure 2010 2011 (F) 2015 (F)

Base tissue production, tons 38,280 40,430 68,281
incl. for sale, tons 16,900 18,840 31,230

Toilet paper production, ths rolls 169,150 174,100 345,700

Paper towels production, ths rolls

10,600 24,000

40,500

The base tissue of sanitary purposes is one of the best quality ones in
Russia and meets the most stringent European and American
requirements. First, that is due to installation of the new Advantage DCT
100 paper-making machine (PMM) by Metso Paper in 2008.
Modernization of the first PMM-1 is directed to enforce the position of
the company on the given direction. Besides, the company plans to
raise the production volume significantly by installing the new PMM-3
and several converting lines, according to the second stage of the long-
term development program.

Financial position of the company’s business is remarkably stable.
Macroeconomic shocks that hurt many industries of the Russian and
global economy almost had no effect on the sector of domestic STP of
medium price range.
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Further development of the company in mid-term and long-term
prospects will be related to the increase of STP consumption and also to
the change of structure and consumption culture of given products.
Currently the level of tissue consumption in Russia is 3 times less than
in East Europe, 7 times less than in the EU and 10 times less than in the
United States. The most significant prospects are focused on the
segments of towels, multi-colored napkins, wipers and two-ply toilet
tissue, and on the professional STP.

Model calculations were based on two scenarios, which depend on long-
term forecasts of pulp price. Within the framework of the model
calculations the estimated cost of company’s equity forms 74 mn USD to
88 mn USD depending on the development scenario, which gives us the
price of one share at the level of 0.46 - 0.55 USD (11.41 - 14.52 RUR) per
share.
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Conservative scenario
Financials (IFRS) 2010 2011 (F) 2015 (F)
Sales, mn RUR 59 72 150
EBITDA, mn RUR 14 16 33
Net income, mn RUR 3 5 15
EBITDA margin, % 23.8 22.1 22.0
Net income margin, % 5.8 6.9 10.1
ROIC, % 13.6 12.3 15.7
ROE, % 9.2 8.1 13.9
Optimistic scenario
Financials (IFRS) 2010 2011 (F) 2015 (F)
Sales, mn RUR 59 73 149
EBITDA, mn RUR 14 17 36
Netincome, mn RUR 3 6 18
EBITDA margin, % 23.8 23.0 24.0
Net income margin, % 5.8 7.8 12.1
ROIC, % 13.6 13.3 17.7
ROE, % 9.2 9.1 15.1
Valuation, ths USD
EV Net debt SV

Conservative scenario
Optimistic scenario

88,528
102,634

14,224
14,224

74,326
88,436
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Disclosure

The statement of an analyst and confirmation of the responsibility withdrawal

This Memorandum is drawn up according to the agreement with the Syktyvkar Tissue Group, JSC (hereinafter referred to as the “Company”) under which we
provide services for taking measures necessary for IPO. This Memorandum is only being distributed to and is only directed at persons to whom it may lawfully
be communicated. Any reproduction or distribution of information contained in this Memorandum, in whole or in part, any disclosure of this Memorandum’s
consents or use of any information herein for any purpose other than considering an investment in the shares is prohibited except to the extent that such
information is otherwise publicly available.

Information set forth in this Memorandum is not an advertisement of the shares, or an offer or an invitation to make offer and is not intended to create or
maintain an interest in the Company or the shares or to facilitate any sale, exchange or other transfer of the shares. This Memorandum should not be
considered as a recommendation that any recipient of this Memorandum should subscribe for or purchase the shares.

Information in this Memorandum is not investment, legal or tax advice. Prospective investors should consult their own counsel, financial, accounting and other
advisors for legal, tax, business, financial and related advice regarding purchasing the shares.

Memorandum compliers have derived the information in this Memorandum including certain estimates and approximations, from publicly available information,
including publications, market research, press releases, filings under various securities laws and official data published by certain government and international
agencies. Memorandum compliers have relied on the accuracy of such information without carrying out an independent verification thereof.

None of this Memorandum compliers makes any representation, express or implied, or accepts any responsibility, with respect to the accuracy or completeness
of any of the information in this Memorandum.

The information appearing in this Memorandum is actual as of the date on the front cover of this Memorandum only and it is necessary to take into
consideration that Company business, financial conditions, results of operations and the information set forth in this Memorandum may have changed since that
date.

This Memorandum can include forward-looking statements, which include all statements other than the statements of historical facts. Any statements preceded
by, followed by or that include words “targets”, “aims”, “believe”’, “expectations”, “expect’, “intend”, “may”, “anticipate”, “would”, “could” or similar expressions
shall be concerned as forward-looking statements. Such forward-looking statements involve known and unknown risks, uncertainties and other important factors
beyond control of Memorandum compliers that could cause Company’s actual results, performance or achievements to be materially different from future

results, performance or achievements expressed or implied by such forward-looking statements.

Information in this Memorandum, estimates and approximations, and forward-looking statements are actual only as of the date of this Memorandum.
Memorandum compliers expressly disclaim any obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained
herein to reflect any changes in Memorandum compliers’ expectations with regard thereto or any change in events, conditions or circumstances on which any of
such statements are based unless required to do so by applicable laws.

All rights for the given bulletin belong to the Investment Company Veles Capital. The reproduction and/or distribution of the analytical materials of the
Investment Company Veles Capital are prohibited without the written permission of the Company. © Veles Capital 2011.

For more information and interpretation please contact Research Department of Veles Capital IC.
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