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Current price: USD 35.10/ UAH 270.50
12M Target:

Tickers
PFTS KVIN Uz
Market information
Market price, UAH 270.50
uUsD 35.10
MCap, UAH min 214.8
USD min 28.2
Chg YTD 162%
Hi/Lo YTD, UAH 270.50/222.73
uUsD 35.13/29.23
Free float 27.0%
Free float, UAH min 58.06
USD min 7.62
Prices as of June 24, 2009
Shareholders
Management 73%
Portfolio investors 27%

KVIN performance vs. PFTS, 12M
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N/R

e MKS Group's president, in a conversation with us, confirmed plans
to restructure the business under a new legal entity to ward off
the seizure of its assets by VTB Bank

N/R

e The group is seeking a strategic investor as a means to attract
funding for its operations

e We suspend coverage of the stock until the retailer's future and
new legal structure is clarified

MKS confirms plans to transfer assets to new legal entity

This Tuesday, we talked to the President of MKS Group, Alexander
Golovchenko, regarding the company’s future. Golovchenko confirmed to us
that current majority owners are going to establish a new legal entity that will
continue to work with present partners, use the MKS brand and receive
transferred lease rights to its property operating 30-40 outlets. Although the
restructuring scheme is not yet finalized, according to Golovchenko, the new
company will be owned by MKS Group so that minority investors will have
stakes in the new business on a pro rata basis. The name of the new legal
entity was not disclosed.

Restructuring is latest attempt to ward off seizure of assets

Earlier we wrote that MKS, within the next month, plans to transfer its assets,
aside from two retail centers, to a new legal structure, in order to protect them
from claims by VTB Bank. In late May the Kharkiv Economic Court initiated
bankruptcy proceedings against MKS, at its request in order to prevent the
seizure of its assets by VTB Bank as a consequence of a dispute that erupted
over the repayment of a loan in December 2008. Respectively, MKS’ CEO,
Alexander Golovchenko, has been appointed a receiver.

According to MKS, it currently owns nearly 23 ths m2 of retail property, all of
which is pledged against the company’s credits. The retailer’s overall financial
debt is ~USD 33 min. Almost half of the debt is to VTB, collateralized with two
retail outlets.

Search for white knight continues

Golovchenko also said that the company is looking for a strategic partner to
launch the business of the new operator to be created. The estimated amount
of funding needed to re-stock the outlets with inventory is ~USD 7 min.
Current owners are considering leaving a blocking stake of 25%+1 to
themselves and offering a controlling stake to an investor who would be ready
to provide the required financing.

Uncertain future prompts suspension of coverage

In our view, the company has a chance to survive if it acts aggressively with
its creditors, pushing them for debt write-downs and restructuring. On the
other hand, the 'timeout’ that MKS will receive due to the bankruptcy
proceedings might allow the company to find a strategic partner. That said, we
see the threat that VTB will succeed in seizing MKS’s assets as material posing
a significant risk to the viability of the new operator. We suspend coverage of
the stock until the situation with the retailer's future and its new legal
structure is clarified.
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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.
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