
 

Ukraine / Fixed income

Naftogaz of Ukraine
 

CONCORDE CAPITAL  SBU raid has political implications
 

March 04, 2009
 
• This morning armed men stormed Naftogaz of Ukraine's Kyiv 

headquarters to seize the original of the January agreement with 
Gazprom that ended a 2-week halt in gas flows to Europe 

 
• The raid was part of a criminal investigation by Ukraine's security 

service (SBU), which has said the appropriation of gas in storage 
that belonged to RosUkrEnergo was illegal 

 
• Expect further salvos in the battle for control of the gas, but look 

for Prime Minister Tymoshenko, who brokered the January deal, to 
win support for the gas to remain under Naftogaz' control 

 
 
Armed men storm Naftogaz' HQ to seize January Gazprom agreement 
According to various local media reports, 15-20 armed men wearing masks 
stormed the headquarters of Naftogaz of Ukraine in Kyiv this morning with the 
intent of reaching the office of the company's chief accountant. Naftogaz press 
office representative Valeriy Zemlyansky said the men were attempting to 
seize the original of the January Naftogaz-Gazprom agreement that ended a 
two-week halt in natural gas flows to Europe. The document outlines the terms 
of transit and delivery of natural gas from 2009-2019. As of when this report 
was published, it was not clear if the men were successful in extricating any 
documents.  
 
SBU views Naftogaz' seizure of gas in storage as unlawful  
A spokesperson for the Security Service of Ukraine (SBU) said this afternoon 
that the raid is part of a criminal investigation into the activities of Naftogaz 
officials that began on March 2 into the diversion of 6.3 bln m3 of natural gas 
worth more than UAH 7.4 bln, as per the January agreement between 
Naftogaz and Gazprom. First Deputy of the SBU Valeriy Khoroshkovsky said 
today before the Verkhovna Rada that this transaction was illegal as the gas 
had been owned by middleman RosUkrEnergo, which was stricken from the 
Ukraine-Russian gas import arrangement in the January deal. Last night, the 
SBU arrested Deputy Head of the State Energy Customs Office Taras Shepitko, 
whose office was due to clear the gas. The customs office had taken control 
over 11 bln m3 of gas owned by RosUkrEnergo.  
 
Another front in Tymoshenko-Yushchenko melee 
The dispute over Naftogaz' January contract with Gazprom represents the 
most significant escalation in the power struggle between Ukrainian President 
Viktor Yushchenko and Prime Minister Yulia Tymoshenko. Khoroshkovsky, a 
2007 Yushchenko appointee, appears to be pulling the strings for businessman 
Dmitry Firtash, a beneficiary of RosUkrEnergo, in order to affect a return of the 
gas in storage to RosUkrEnergo. Meanwhile, Tymoshenko, who brokered the 
January gas accord with her Russian counterpart, Vladimir Putin, is unwilling to 
see her much-heralded agreement dissolve. The Verkhovna Rada has already 
summoned the head of the SBU for a report to the assembly. Further salvos 
from both sides are likely. Our view is that Tymoshenko, who has at her 
disposal levers of influence within the Cabinet of Ministers, Verkhovna Rada, 
and the Ministry of Internal Affairs will find support for the legality of the 
agreement and the gas will remain in Naftogaz' ownership.  
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Tickers 
Bloomberg NAFTO 
ISIN XS0202078688 
 
Ratings 
Moody's B1 
Fitch B- 
  
Issue details 
Amt of issue USD 500 mln 
Coupon 8.125% 
Maturity date Sept. 30, 2009 
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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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