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The market over-reacted on news of the high probability that 
Kyivenergo’s heating losses for 2007 will be fully 
compensated from the city budget, raising the stock price by 
more than 25%. With no changes in our forecasts, we stick to 
our USD 7.5 target price and downgrade the stock to HOLD. 

 
Market hopped on news of heat losses compensation 
Kyivenergo CEO Boris Yashchenko's announcement on October 29 that 
the company will demand compensation of USD 36.8 mln heating 
losses in court, and the Kyiv City Council's November 1 approval of 
compensation for losses in the amount of USD 24.8 mln, had bearing 
on the market's view of the stock: KIEN spiked 26% over two trading 
days.  
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Source: Bloomberg 

 
Compensation in line with our forecasts 
The rate of heating loss compensation by the Kyiv City Council had 
been stable until October, a fact we relate to the start of the heating 
season in Kyiv. 
 
Kyivenergo’s heating losses, USD mln 
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The city council stepped up its assistance in order to avoid the risk that 
Kyivenergo would be unable to pay for gas and therefore provide 
uninterrupted heating services to the city. Still, as of November 1, only 
74% of Kyivenergo’s heating losses for 10M07 have been 
compensated. We go on expecting the compensation rate for FY07 will 
be 75%, while timely 100% compensation will come in 2008. We keep 
our forecasts and 12M target for Kyivenergo unchanged. Taking into 
account the price jump, we downgrade our recommendation for the 
stock to HOLD.    
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Bloomberg KIEN UZ 
 
Market information 
No of Shares, mln 108.36 
Market Price, USD 8.5 
52Wk H/L, USD 9.2 / 1.4 
MCap, USD mln 921.1 
Free float 9% 
Free float, USD mln 82.9 
Corporate Governance Rating* BA 
* The rating is based on Concorde Capital's corporate 
governance survey. Q denotes quality corporate 
governance standards, AA - above average standards, A 
- average, BA - below average and P – poor. 
 
Ownership 
NC ECU (State) 50.00% 
Kapiton Trading (Cyprus) 24.98% 
Fluminea (Cyprus) 15.72% 
Other 9.30% 
 
 
 
Key financials and ratios 

  
Sales 

USD mln 
EBITDA 
margin 

Net 
margin 

2006 650 5.9% 0.6% 
2007E 1,044 6.2% 2.4% 
2008E 1,552 5.2% 2.1% 
 
 
  EV/S EV/EBITDA P/E 

2006 1.60 27.4 237.7 
2007E 1.05 16.8 37.3 
2008E 0.70 13.6 25.1 

 

 
Performance, YTD 
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Analyst Certification 
 
I, Alexander Paraschiy, hereby certify that the views expressed in this research
report accurately reflect my personal views about the subject securities and 
issuers. I also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed in this
research report. 
 
 

  Closing, USD Target, USD Rec.  Action 
13-May-05 1.62 1.80 HOLD Initiating 
15-Aug-05 1.40 1.70 BUY Upgrade 
15-Sep-05 1.50 1.70 BUY Maintain 
7-Apr-06 1.50 2.25 BUY Maintain 
4-Aug-06 1.51 1.74 HOLD Downgrade 
6-Oct-06 1.04 1.74 BUY Upgrade 
12-Oct-06 1.41 1.74 BUY Maintain 
24-Jan-07 2.32 4.00 BUY Maintain 
29-Jan-07 2.85 4.00 BUY Maintain 
2-Apr-07 4.60 4.00 HOLD Downgrade 
13-Apr-07   3.93 4.00 HOLD Maintain 
28-Sep-07 5.92 7.50 BUY Upgrade 
13-Nov-07 8.50 7.50 HOLD Downgrade 

 
 
KIEN recommendation history, USD 
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Concorde Capital Rating Universe     
Buy   33 37% 
Hold   29 33% 
Sell   12 14% 
Under Review   14 16% 
Total   88 100% 

 
Investment Banking Clients     
Buy   8 80% 
Hold   2 20% 
Sell   0 0% 
Under Review   0 0% 
Total   10 100%  



                                                                                      Kyivenergo   November 13, 2007 

 
3 

 

CONCORDE CAPITAL 

Concorde Capital 
2 Mechnikova Street 
21st Floor 
Kyiv 01601, UKRAINE 

 

Tel.: +380 44 391 5577 
Fax: +380 44 391 5571 
www.concorde.com.ua 
office@concorde.com.ua 

RESEARCH COVERAGE BY SECTOR 
 
 
 

CEO 
Igor Mazepa 
 
 
Equity Sales  
Anastasiya Nazarenko 
Zack Watson 
Duff Kovacs, CFA 
Marina Martirosyan 
 
 
Director of Research 
Konstantin Fisun, CFA 

im@concorde.com.ua

an@concorde.com.ua
zw@concorde.com.ua
dk@concorde.com.ua

mm@concorde.com.ua

kf@concorde.com.ua

Strategy 
Konstantin Fisun  
Oleksandr Klymchuk 
 
Metals & Mining 
Eugene Cherviachenko 
Andriy Gerus  
 
Utilities (Telecom, Energy) 
Alexander Paraschiy 
 
Oil & Gas, Chemicals 
Vladimir Nesterenko 
 
Consumer/Real Estate Group 
Andriy Gostik, CFA 
Olha Pankiv 
Alexander Romanov 
Anna Dudchenko 
 
Machinery 
Eugene Cherviachenko 
Inna Perepelytsya 
 
Financial Services, Retail 
Alexander Viktorov 
 
Macroeconomics 
Polina Khomenko 
 
Fixed Income 
Oleksandr Klymchuk 
 
Corporate Governance 
Nick Piazza 
 
News/Production 
Nick Piazza 
Polina Khomenko 
 
Editor 
Brad Wells 

kf@concorde.com.ua
ok@concorde.com.ua

ec@concorde.com.ua
ga@concorde.com.ua

ap@concorde.com.ua

vn@concorde.com.ua

ag@concorde.com.ua
op@concorde.com.ua
ar@concorde.com.ua
ad@concorde.com.ua

ec@concorde.com.ua
pi@concorde.com.ua

av@concorde.com.ua

pk@concorde.com.ua

ok@concorde.com.ua

np@concorde.com.ua

np@concorde.com.ua
pk@concorde.com.ua

bw@concorde.com.ua
 
 
 
 
 
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 


