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Tymoshenko signs gas accord with Putin 
After failure to reach a favorable agreement on the gas issue early this year, 
Prime Minister Yulia Tymoshenko returned from her visit to Russia with a 
much-sought and now much-lauded deal. The preliminary memorandum with 
Russia outlines a gradual, three-year transition to market prices, and specifies 
direct supplies of Russian gas through Naftogaz of Ukraine (i.e. sans current 
intermediary RosUkrEnergo). However, the direct agreement between 
Gazprom and Naftogaz Ukrainy is still needed to implement the deal. 
 
The new gas price formula? 
Though an official formula was not announced, according to the newspaper 
Ukrainska Pravda, which cited undisclosed sources, the following pricing 
formula received the assent of both parties at the meeting: 
  
Pnew = P + 1/3 (Peur – T – P), where: 
 
Pnew  – new gas price at Ukrainian-Russian border 
P    – current gas price at Ukrainian-Russian border 
Peur     – European average gas price* 
T      – price of gas transit via Ukrainian territory 
 
*As stated in the article, we assume this price is net of transportation cost through European territory 

 
Positive development, though subject to political risk 
We consider the news positive for two main reasons. First, given this formula, 
the price can be ~USD 60 lower than we previously expected (USD 320-340). 
Second, the gas price outlook for the next three years can become more 
certain would the binding agreement between Gazprom and Naftogaz Ukrainy 
be signed. 
  
Keeping in mind political risks including the dissolution of the Verkhovna Rada 
and a possible change in the Prime Minister, for now, we keep our 2009 price 
forecast unchanged. Conversely, if Tymoshenko manages to retain her post as 
Prime Minister, the preliminary memorandum could turn into a binding 
agreement.  
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Ukraine’s gas consumption* ‘07, bcm 
Industry 34.2 48% 
- energy 8.4  
- metallurgy 9.8  
- other 16.0  
Population and 
Budget enterprises 17.9 25% 
MHE** 10.5 15% 
Technological use 8.5 12% 
Total consumption 71.1  
   
** Municipal heating enterprises 

 

Source: Energobusiness 
 
 

Gas prices for Ukraine*, USD/tcm 
 2007 **2008 
Imports (Rus border) 130.0 179.5 
Population*** 52.0 - 212.9 63.8 - 259.7 
MHE 113.2 140.2 
Budget enterprises 142.6 199.7 
Industry 142.6 199.7 
 
* Net of VAT, charges, distribution and other 
costs, except prices for MHE and the population, 
which include the abovementioned items 
** As of September  
*** Differentiated by category of consumer 
 
Source: Gas of Ukraine 
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Disclaimer  
 
THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN 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. 
 
THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. THIS DOCUMENT 
DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS CONFIDENTIAL TO CLIENTS OF CONCORDE 
CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.  
 
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 OF THIS DOCUMENT IN WHOLE OR IN PART 
WITHOUT PRIOR PERMISSION IS PROHIBITED.  
 
NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON 
(WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED 
INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.  
 
THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL SERVICES AND 
MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL 
PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA. 
 
©2008 CONCORDE CAPITAL 


