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CONCORDE CAPITAL Management comments on bondholder meeting

October 30, 2008

Oleksandr Klymchuk . . .
ok@concorde.com.ua Naftogaz of Ukraine bondholders have said that their October 28

+380 44 391 5577 meeting was postponed due to lack of quorum. Follow_ing t_he news,
we contacted company management to clarify the situation: they
claimed to have reached an agreement to avert early Eurobond

Tickers redemption; they also said they plan to publish FYO7 IFRS financials Tl
Bloomberg NAFTO within the next month. C
ISIN XS0202078688 >
Ratings Bondholders appeared ready to vote against another waiver (£
Moody's B1 Naftogaz' October 28 bondholder meeting was slated to vote on whether to
Fitch B+ grant the company a waiver that would have allowed it to delay publication of Z
its FYO7 financial results until end-2008, as suggested by the issuer. Before O

Issue details the Oct. 28 meeting, a group of investors stated in interviews with the press
Amt of issue USD 500 min that they were ready to vote against granting a waiver this time, while the —
Coupon 8.125% Ukrainian government still had the right to issue guarantees on Naftogaz debt. m
Maturity date Sept. 30, 2009
NAFTO Market implied ratings Naftogaz is already in technical breach of its bond covenants after it failed to

Rating  Gap* publish FYO7 results by July 31. As a reminder, in 2007 Naftogaz also did not
Bond-implied - - release its FYO6 financials by the initial deadline. Then, bondholders waived
CDS-implied Caal -3 the default and extended the deadline several times until the FYO6 results
*Notches versus Moody's Senior Unsecured were finally published at the beginning of 2008.

Rating. Source: Moody’s

Management says they have agreement to avert early redemption

NAFTO '09 YTM, % We talked with the company's management after the meeting failed to
100 | convene in order to clarify the situation: TI
—
] e The company said it agreed with major bondholders that they will not >
60 support early redemption of the bonds. According to Naftogaz officials, wn
w0 unscheduled repayment would jeopardize operating activity. Thus, it could T
take bondholders as long to recover their money if they take that route as
20 to wait for scheduled redemption. %
0ct-04 Ap1-05 Oc1-05 API-0G 0E1-06 AP-07 Oc1-07 Ap-08 0E1-08 . Naftogaz' management assured us that the major issues with their —
Source: Bloomberg auditors delaying the publication of FYO7 IFRS financials have been M

resolved. Management now expects the audited results to be published in
the next month.

e Management confirmed that the government is shirking its right to issue
guarantees on Naftogaz’ external debt as allowed by the 2008 state
budget law. The Cabinet of Ministers of Ukraine, in order to issue the
guarantees, requested Naftogaz provide a counter-guarantee from a local
bank or another reliable source that would repay the state. However,
management said this counter-guarantee is practically impossible to
attain.

Waiver issue could be reconsidered by another bondholder meeting

If Naftogaz fails to publish its FYO7 financials in short order, according to
Debtwire, bondholders said that the next meeting, at which only one vote will
be required to convene, could take place in the next three to five weeks.
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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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