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e Yesterday the Finance Ministry proposed to cut the pension
tax on foreign currency purchases from 1% to 0.5% effective
January 2008;

e Good news for foreign investors: the cut will increase foreign
currency returns on hryvnia-denominated assets;

¢ With strong government backing and all major political camps
supporting the move, we foresee an easy adoption of the cut.

The Finance Ministry became the third state authority to propose a
reduction in the pension tax on foreign currency purchases — a clear
indication of common agreement among top decision-makers that the
tax should be relieved in 2008. The State Tax Administration's draft law
suggests a steady decline. Meanwhile, the National Bank of Ukraine is
for quick elimination, which is promoted by influential figures such as
the Head of the NBU's Supervisory Board, Petro Poroshenko, and the
Deputy Head of the NBU, Anatoliy Shapovalov.

Summary of proposals for the pension tax rate

2007 2008F 2009F 2010F
NBU 1.0% 0.0% 0.0% 0.0%
Finance Ministry 1.0% 0.5% n/a n/a
STA 1.0% 0.7% 0.4% 0.0%

Source: NBU, Finance Ministry, State Tax Administration

To come into force, the new tax rate must be adopted by Parliament (as
a separate law or in the State Budget law for 2008) and signed by the
President. We consider the most probable outcome to be a tax reduction
to 0.5% in 2008, with cancellation in 2009 as a trade-off between the
NBU’s plans and the latest proposal by the Finance Ministry.
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Disclaimer

This report has been prepared by Concorde Capital investment bank for informational purposes only. Concorde Capital does and seeks to do
business with companies covered in its research reports. As a result, investors should be aware that Concorde Capital might have a conflict of
interest that could affect the objectivity of this report.

Concorde Capital, its directors and employees or clients might have or have had interests or long /short positions in the securities referred to
herein, and might at any time make purchases and/or sales in them as a principal or an agent. Concorde Capital might act or has acted as a
market-maker in the securities discussed in this report. The research analysts and/or corporate banking associates principally responsible for
the preparation of this report receive compensation based upon various factors, including quality of research, investor/client feedback, stock
picking, competitive factors, firm revenues and investment banking revenues.

Prices of listed securities referred to in this report are denoted in the currency of the respective exchanges. Investors in financial instruments
such as depository receipts, the values or prices of which are influenced by currency volatility, effectively assume currency risk.

Due to the timely nature of this report, the information contained might not have been verified and is based on the opinion of the analyst. We
do not purport this document to be entirely accurate and do not guarantee it to be a complete statement or summary of available data. Any
opinions expressed herein are statements of our judgments as of the date of publication and are subject to change without notice. Reproduction
without prior permission is prohibited. © 2007 Concorde Capital




