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Criteria for Selection of Integrated Business Groups

|. Formal statistical criteria:
Shipments
Book profit
Employment
Market value

Volume of export

Il. Informal criteria:
Cross ownership of property
| nterlocking Dir ector ates
Property lease agreements

“ Specific services’



Economic Indicesof |BGs, 2000-2001
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|ntegrated Shipments | Employment | Volume of | nvestments
Business Groups (billion (annual average, | Export (uss | (billionrubles)
rubles) million) billion)
2000 [ 2001 | 2000 2001 | 2000 | 2001 | 2000 2001
L UKall 406 | 445 121 102 6 7 22 36
Alfa Group — 174 | 394 103 143 5 6 11 33
Renova
Yukos 252 | 315 135 106 ) 6 13 17
Bazoviy Element — | 155 | 274 220 173 4 ) 2 3
Sibneft
Interros 184 | 224 274 199 4 4 12 10
Sur gutneftegaz 171 | 179 79 95 2 2 33 35
Sistema 147 178 144 H/1 1/ H/1 /1 21
Severstal 79 85 105 135 1 1 2 3




| ndustry output structure in 2001

billion of rubles.

%

market industry market industry
goods and goods and

services services
Total output 15301,8 5881,0 100,0 100,0
Natural monopolies 1604 820 10,5% 13,9%
Electricity 510 454 3,3% 7,7%
GAS 475 366 3,1% 6,2%
Railway transport 320 2,1%
Pipeline transport 299 2,0%
Integrated Business Groups 2093,9 2093,9 13,7% 35,6%
LUKaoail 445,1 445,1 2,9% 7,6%
Alfagroup - Renova 393,8 393,8 2,6% 6,7%
Yukos 314,6 314,6 2,1% 5,3%
Bazoviy Element - Sibneft 274,3 274,3 1,8% 4,7%
Interros 223,8 223,8 1,5% 3,8%
Surgutneftegaz 179,3 179,3 1,2% 3,0%
Sstema 178,0 178,0 1,2% 3,0%
Severstd 85,0 85,0 0,6% 1,4%
Others 11604,4 2967,1 75,8% 50,5%




Typology of | BG structural elements

Joint Stock Depository | nvestment
Financial Company § commercial Bank | nstitution Company
— The Group Core
Company Communlcatlon

- manufactures

- bank R& D Organization

Transport Transnort _ Trading Company
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L easing Company

Non-Banking Credit Organization Non-Banking Accounting Center
Accounting System Public Organization, Private Security
Union Service

Farming Company
Health and Recreation Center
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Automotive Complex

Vehicle Assembly
Plant

Mining and Smelting
Complex

Engine
M anufacture

Steel Smelting
Works

Componentry
Manufacture

Aviation Business Weney o.rt
Companies
Airplane Plant Railroad
Airpl
plane Bulker Fleet
Company
Wood Works

Cast Iron Smelting
Works

Furniture Factory

Mines

Glassworks

Wood Processing Factories

Coal Mines

Chemical plant

Timberlands

Farming Sector

Farms

Training Schools

Newspaper

Auxiliary Enterprises

Farm Products
Processing
Companies
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Share of | BG Personnel in Total Number of
Employees |

Million people
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8- Total amount of employed in Russian economy

Share of employees at businesses under IBG
- Investigation in total amount of employees in Russian
economy




Raw material industries  High value added industries

I ndustrial Development of IBGs: Trends

Evolution of I BG business profile
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Mineral products (115)

The Primary conversion of raw materials(72)

The final product production(55)
Transport (53)

Food industry(73)
Machine building (71)
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Share of Payments Generated by |BGsin Total Volume of Statet:
Budget Profit Tax Revenues

%

35,0

30,0

25,0~

20,0

15,0+

10,0~

5,0

0,0

30,9

23,1

15,4

1997

1998

1999

2000

2001

Year



Shareof Eight IBGsin Volume of Export of Russian Federafilai':lsz'=55§?
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Long term investments of | BG enterprises
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INSTITUTIONAL INFLUENCE

POSITIVE:

@Adapting big industry to mar ket

@Cutting transaction expenses, mediating between individual companies and
Imperfect markets

@M ediating between | BG companies, foreign partners and the authorities

@1 mproving the economy control and stability, eroding the economic basis

for separatism

NEGATIVE:
@ Superfluous concentration of manufactures and capital
@ Localization ofi econemic relations inside the IBGS

@ The blockage of horizontal economic connections



| BG Regional Expansion: Dynamics
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|ntegrated Business

# Groups 1993 1995 1997 1999 2001
1 |LUKoil 5 15 23 22 27
2 | AlfaGroup — Renova 3 8 8 38 46
3 | Yukos 10 15 22 28 29
4 | Bazoviy Element - - - - 16 26
Sibneft
5 |Interros 1 11 15 23 25
6 | Surgutneftegaz 3 - 7 9 11
7 | Sistema 1 13 21 38 43
8 | Severstal - 3 5 8 16




Attraction of Federal Districts for | BGs accomodation, 200i"':::'
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Total 378(312|201|51| 193 | 138 |136(169| 1578
CENTRAL 941818 | 5| 55 28 | 22 [131| 500
PRIVOLZHSKI 80 169|333 2| 41 45 (28 5 | 312
NORTH-WESTERN| 9 | 23| 20 | 8 8 0 5 | 11 | 225
SIBERIAN 0195 |24| 0| 38 54 71 6| 224
URALS 38| 25| 3|36 37 10 4 | 6 | 159
SOUTHERN 51115131 0] 10 0 10| 7 | 124
FAREAST 7141610 4 1 9 | 3 34




Possible scenarios of corporate development in
Russia
1. Corporatization of IBGs :

transformation to public highly diversified industrial corporations, supplying
a wide range of products and servicesto markets

2. Leverage Buy-out:

high probability of selling part of non-core assets during “the business core”
forming

3. Disintegration:

a) “ Russian revolution of managers’ — manager s seize blocking stock of a
profitable company and for ce its ownersto hand over control stock

b) Collapse and bankruptcy



