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• 1Q09 was positive for the Ukrainian electricity distribution sector, even 

amid a 14.3% yoy decrease in power consumption in Ukraine: 

o Aggregate net revenue in the sector grew 10% yoy in local currency 
(mainly due to a yoy increase of tariffs) 

o Aggregate EBITDA rose 19% yoy 

o Aggregate net income increased 25% yoy 

o The companies maintained high payment discipline 

 

• More positive news – yesterday the State Property Fund auctioned off a 
26.98% stake in Lvivoblenergo, the first successful privatization in the 
sector since 2001   

• We stick to our sector forecasts (-7% to -8% yoy decrease in EBITDA in 
local currency for FY09), and reiterate our investment recommendations: 
BUY for DNON, HAON and KREN; SELL for ENUG and SMEN 

 

WATCH: privatization tenders for POON, PREN, CHEON, ODEN and SOEN (see schedule 
on page 3) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Market summary 

  
Mid-market, 

UAH 
Mid-market, 

USD 
MCap, 

USD mln 
Market spread EV/S 

09E 
EV/EBITDA 

09E 
12M fair 

value, USD Rec. 
CHEN 5.4 0.7 37.9 93% 0.96 5.5 1.1 HOLD 
CHEON 2.8 0.3 41.5 76% 0.46 4.9 1.1 HOLD 
CHON 2.8 0.4 52.0 82% 0.35 5.2 1.0 HOLD 
DNON 157.5 19.5 117.1 38% 0.14 6.4 52.6 BUY 
DOON 5.2 0.6 41.9 86% 0.58 220.7 3.3 HOLD 
HAON 1.9 0.2 61.3 52% 0.22 3.4 0.9 BUY 
HMON 3.7 0.5 60.9 87% 0.68 6.8 1.0 HOLD 
HOEN 5.4 0.7 118.7 93% 1.17 25.5 0.6 HOLD 
KION 4.3 0.5 62.9 94% 1.09 12.6 0.9 HOLD 
KREN 1.6 0.2 33.8 20% 0.34 5.7 1.0 BUY 
LVON 3.1 0.4 74.6 76% 0.43 4.7 1.0 HOLD 
ODEN 1.8 0.2 45.3 60% 0.46 7.5 0.2 HOLD 
POON 2.8 0.3 76.8 76% 0.46 5.7 0.8 HOLD 
PREN 3.0 0.4 38.9 79% 0.60 3.3 1.4 HOLD 
SMEN 6.0 0.7 20.0 50% 0.59 6.2 0.5 SELL 
TOEN 4.7 0.6 35.6 89% 0.62 7.6 1.5 HOLD 
VIEN 107.5 13.3 41.3 93% 0.56 5.4 51.1 HOLD 
VOEN 0.6 0.1 32.6 63% 0.54 5.3 0.2 HOLD 
ZAON 3.3 0.4 72.3 70% 0.20 34.2 1.0 HOLD 
ZHEN 2.5 0.3 38.0 75% 0.56 8.4 1.0 HOLD 
ZOEN 2.6 0.3 39.5 84% 0.64 5.3 0.8 HOLD 
ENUG 14.5 1.8 9.9 47% 0.17 4.1 3.1 SELL 

 Source: PFTS, Bloomberg, Concorde Capital 

Alexander Paraschiy 
ap@concorde.com.ua 
+380 44 391 5577 
 
 
 
Sector’s* aggregate EBITDA, UAH mln 
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Source: Company data 
*Note: sector except ENUG, HOEN and VIEN 
which did not report 1Q09 financials so far 
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1Q09 financials were encouraging 
 
Our expectation of a yoy decrease in EBITDA for the Oblenergo sector in 2009 
was so far not realized in the first quarter: the majority of companies increased 
their bottom lines. Even industrial Oblenergos, which faced more than a 25% 
yoy decrease in power demand, managed to report yoy increases in EBITDA. 
 
       Net revenue  EBITDA 
      UAH mln yoy   UAH mln yoy Margin 
Industrial Oblenergos 
Dniprooblenergo DNON  1,858.3 -10%  100.1 55% 5% 
Zaporizhyaoblenergo ZAON  942.8 6%  24.5 28% 3% 
         
Non-industrial Oblenergos:        
Private with preferential tariff:  
Kirovohradoblenergo KION  161.0 21%  29.7 -16% 18% 
Sevastopoblenergo SMEN  109.3 23%  14.8 3% 14% 
Zhytomyroblenergo ZHEN  211.4 19%  23.8 -16% 11% 
         
Private with non-preferential tariff:  
Chernihivoblenergo CHEON  173.9 22%  35.0 57% 20% 
Lvivoblenergo LVON  365.3 14%  59.0 -6% 16% 
Odesaoblenergo ODEN  636.2 28%  48.6 39% 8% 
Poltavaoblenergo POON  444.6 22%  69.9 13% 16% 
Prykarpatoblenergo PREN  168.0 14%  47.2 68% 28% 
Sumyoblenergo SOEN  185.3 28%  45.9 44% 25% 
         
State controlled:  
Chernivtsioblenergo CHEN  120.6 27%  18.9 2% 16% 
Cherkasyoblenergo CHON  266.2 58%  28.4 -16% 11% 
Donetskoblenergo DOON  889.6 11%  16.4 n/m 2% 
Kharkivoblenergo HAON  562.8 18%  80.0 8% 14% 
Khmelnitskoblenergo HMON  172.5 11%  27.2 -9% 16% 
Krymenergo KREN  403.8 14%  28.4 -16% 7% 
Mykolaivoblenergo MYON  218.0 21%  5.9 155% 3% 
Ternopiloblenergo TOEN  108.8 22%  12.1 -31% 11% 
Volynoblenergo VOEN  121.0 19%  17.0 8% 14% 
Zakarpatoblenergo ZOEN  155.5 17%  19.1 17% 12% 
Note: Gray cells represent worst in class; blue - best in class; HOEN, VIEN and ENUG have not released 
1Q09 financial results so far 
Source: Company data 

 
 

Tariff cuts can be expected in the near future 
 
Despite positive results in 1Q09, we stick to our previous forecasts (a decrease 
in EBITDA over full-year 2009) due the government’s and the sector 
regulator’s target of redistributing electricity sector incomes to the maximum 
benefit of thermal generation companies. The National Electricity Regulation 
Commission officially stated that in 2009, all electricity companies have to cut 
their investment appetites, which means Oblenergos’ planned incomes should 
decrease yoy. In the last week, the NERC has reduced the distribution tariffs of 
CHON and ZAON. We expect further reductions of Oblenergos’ distribution 
tariffs in the near future. 
 

 
Payment discipline remains high 
 
Contrary to the common opinion that cash collection from electricity consumers 
should drop during times of economic hardship, the Oblenergo sector has 
retained its high rate of payment discipline. In 1Q09, the sector’s aggregate 
receivables grew 2.9% qoq and payables climbed only 0.7% qoq; at the same 
time, sector revenues increased 5.3% qoq.  
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LVON’s 27% stake sold… other stakes in the 
pipeline 
 
After failed tenders to privatize PREN and POON, the State Property Fund 
yesterday successfully auctioned off a 26.98% stake in Lvivoblenergo. The 
tender’s final price represented a 15% premium to the starting price. The 
deal’s trailing EV/Sales was 0.68. The tender’s participants were two local 
brokerage companies, Tekt-Trade (winner) and Online Capital, which appear to 
have been participating in the tender on behalf of portfolio investors. 
 
The tenders’ success proved demand for Oblenergo stocks at relatively low 
prices: note that LVON’s starting price-based EV/Sales was much smaller than 
the starting prices of PREN (1.67x) and POON (1.02x). This raises the chance 
of tenders for CHEON, ODEN and SOEN (all scheduled for May of 2009) stakes 
being carried out successfully.  
 
In addition, LVON’s privatization implies there could be demand for PREN and 
POON stakes if their starting prices are reduced by the SPF. Both tenders have 
been rescheduled within the first 10 days of May.  
 

Privatization summary 

Company Ticker 
Date of 
tender 

Starting price 
per share 

Final price 
per share 

Price per stake, 
UAH mln 

Starting 
EV/Sales08 

Premium to 
mid-market 

Premium to 
our target 

Probability 
of success 

Lvivoblenergo LVON 29-Apr-09 3.28 3.78 197.8** 0.68** 10%** -53%**   
Poltavaoblenergo POON 6-May-09 5.57  307.7 1.02 99% -9% 5% 
Prykarpatoblenergo PREN 8-May-09 8.90   230.9 1.67 154% -19% 5% 
Chernihivoblenergo CHEON 14-May-09 3.99*   119.0 0.86 42% -56% 60% 
Odesaoblenergo ODEN 19-May-09 3.98*  207.5 0.93 127% -18% 80% 
Sumyoblenergo SOEN 22-May-09 2.90*   128.4 0.90 n/a -54% 60% 
Source: SPF, PFTS, Concorde Capital;      * Estimates   ** at final price 
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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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