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EXECUTIVE SUMMARY 

S 1 TASK DESCRIPTION 

The work on thIS task was mitIated under DelIvery Order 18 of the UkraIman Power Sector 
Reform Project Part III Local Electnc CompanIes (LECs) The ObjectIve of Task C under 
thIS portIOn of the Statement of Work was desIgned to "Improve Management and Plannmg 
Systems", wIth the mtentIOn of supportmg LECs as they prepare for pnvatIzatIOn 

The DelIverable assocIated wIth thIS effort has been to proVIde an ongomg bI-weekly report 
on the status of LEC pnvatizatIOn to USAID ThIS final report IS a compIlatIOn of 
documents that have been prevIOusly prepared and forwarded to both the KIev MIsSIOn and to 
Washmgton COTR offices 

-------------- HaglerBallly --------------
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To 

FROM 

DATE 

SUBJECT 

MEMORANDUM 

David Wolcott, Svetlana Gohkova, Tom Smith, Jim Stanfield ErIC Haskins 

AndreI Goncharenko 

May 15,1998 

PrIvatlzat[on Update Report Penod May 3rd 
- May 15th

, 1998 

BI-WEEKLY REpORT (WEEKS 19-20) 

INTRODUCTION 

The begInmng of May became a new stage In the process of power sector prlvat[zatlon After 
approval of the FInancial Recovery Plan (FRP) and adjustment of the sector privatizatIOn concept 
between the MIn[stry 01 Cnergy (Mmenergo) and State Property Fund (SPF) the SPF has started 
to fulfill the plan of state budget revenues from prlvat[zatlOn In the 2nd Quarter of 1998 
Cxperlence ot the I \t Quarter of 1998 had proved that the major earnings had been obtained m 
thL. result 01 sales ot L.nl.rgy companlL.S shares on the stock market through exchanges That [S 
why the plan IS to olft.r tor sJJe through stock exchanges the shares remaining atter the 
pretL.rential saIL. and L.nvlsagcd In companies share allocation plans At the same tlmt.. the spr 
mnounced commerclJI tendL.rs tor sharL. packets ot 7 L.nergy dIstribution companlL.S 
(Oblenergos) and plans to start tL.ndL.rs for several other companies ot power scctor 

rhL. first olticlal wrlttL.n notlCL. thJt the non-commercial tcnder for Dnlproe..ncrgo ~harcs was 
mnounced by m[!>takL. h 1S bL.e..n publl~hL.d In the Investment Gazette as of May I t h 1998 
BL.forc that the Acting spr ChaIrman Mr Bondar had only made an oral statement that the 
mentioned tender had been announced m the result of personal error of the head of privatization 
l,.omml~SlOn ot that com pan v 

1 hL. SPF and MmenL.rgo hJve developed a draft law on speCIfic fL.aturv; of pnvallzatlon ot 
I,.ne..rgy companIes The.. dratt law On PeculIarities ot PrivatizatIOn In Power SL.ctor proposes to 

Jllow privatization ot low-L.apaclty hydro power 'itatlon~ (30 MW 1nd ks'i) on the baSIS of 
IndIVidual privatIzatIOn plans provldmg the state share not less than 51 % The same approach IS 
proposed to be applied to thl,. ClIPs leaVing 26% share In state property 

In ItS Order # 565 as ot March 18th 1998 the SPF had allowed the sale ot shares on stock 
exchanges and over-the-counter market tor the price up to 30% less than the Initial one In case 
there IS no demand for these shares 

It IS also worth mentIOning that the SPF started to solICIt return of the privatized enterprises mto 
the branch mInistries subordmatlon It has drafted a proposal to transfer state packets of newly 
privatIzed enterprises shares (I e 25%-51 % of the chartered capItal) to management of the 
branch ministries Formerlv the SPF had been the only state representative authOrized to manage 
a state packet ot shares m a privatIzed enterprise after the Issue of an offiCial resolution on 
enterprise privatizatIOn 

Hagler BaIlly ---------------
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MEMORANDUM P 2 

1 TENDERS 

First of all, It should be mentioned that even though the only two successful commercial tenders 
for Oblenergo shares had been the commercial tenders for Temoprloblenergo and 
Klrovogradoblenergo, results of these tenders might also be declared mvalld The Deputy SPF 
Chalnnan Igor Belotserklvets had already disclosed to mass media mfonnatlOn, that the wmners 
had not paid m full the pnce of purchased packets and dId not start to fulfill their mvestment 
obligations An announcement on results of the first general meetmg of TemopJloblenergo 
shareholders, publIshed m the Investment Gazette as of May lth

, 1998, contams the followmg 
breakdown of company's equity capital 71 % - state share, 17% - employees of the company, 6% 
- outSide legal entItles and 6% - citizens of Ukrame The meetmg took place on Apnl 24th 1998 
ThiS allows to make an assumption, that there IS a certam pOSSIbility that results of these tenders 
will be canceled, and there WIll be the second round 

Having revised conditions of the commercial tenders for energy dlstnbutlon compames the SPF 
reduced requirements related to mvestment obligations and settlement of compames payables 
.md promised to prOVide to winners thl. !>tate share for management 

Although the Acting SPF Chairman Mr Bondar stated that there IS a prelIminary agrl.cml.nt With 
tht.. Mlmster Mr Sheberstov (Mlnl.Ol.rgo) on reVISion ot thl. share allocation plans of thl. 
l.Ompames which had 51 % remaining In the state pro pert/ the latest unoffiCial IntormJtlon was 
that thiS would be done only atter conductmg several tendl.rs tor shares ot the companll.s With 
25%+ I sharl. of the state property Tht.. spr plans to analyze results ot these tcndt..rs before 
\(jJustmg the share allocation plans ot other companies The most probablt.. term tor such .tctlon 
would be the 41h Quarter of 1998 - 1'1 Quarter ot 1999 

There are 6 commercial tenders tor Oblenergo shares bemg conducted at the present time as 
lollows Cht..rnlglvoblt..nergo (35%) "YlvobIt..Ol.rgo (25%) Ind Sumyobknt..rgo (30%) 
mnounced on Apnl 281h 1998 Pn(...arpattyaobkOl.rgo (35%) announcl.d on May 61h 199R 
"harklvoblenergo (35%) and Odesaobknt..rgo (35%) .tnnounccd on May I3 lh 1998 Tt..nders lor 
KYlvoblent..rgo and Odesaoblenergo shall last tor 45 days and all others - 30 days trom the day ot 
rubllcatlon 

2 SALE ON EXCHANGES 

Preparmg to fulfill the plan of budget revenues from pnvatlzatlon the SPF had adjusted share 
allocation plans of Oblenergos on April 14th 1998 by preparmg share packets to be offered for 
sale through the stock exchange system The only packet of energy company s shares sold during 
the last two weeks on stock exchange was 726% ot Kharklvoblenergo shares tor I 5 to the 
nom mal value (Ukrainian Stock Exchange Kharklv branch May 5th 1998) In May the SPF has 
announced Its mtentlons to otfer shares ot all 14 Oblenergos With 25%+ I state share tor sale 
through stock exchanges m June 1998 2 (See Annex I) 

I Both Klrovogradoblenergo and Temoplioblenergo (see above) belong to the group of compames With 51 % 
state share 10 the chartered capItal 

SPF Orders # 878 # 879 and # 880 as ot 05 05 98 

--------------- Hagler Bailly ---------------
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MEMORANDUM P 3 

The negative experience of sale of the Crlmeaenergo shares m April (1 56% could not be sold 
even for 15% less than the nom mal value) has forced the SPF to Increase the size of offered 
packets The Head of SPF Department for Work with Stock Exchanges Mr Yu Yakovlev said 
that the SPF plans to sell up to 30% of Cnmeaenergo shares for cash on stock exchanges 
Currently, 4 87% of this company IS offered for sale on Ukramlan Inter-Bank Currency Exchange 
(UIBCE2 on June 18th

, 1998 and other 4 87% on Kylv InternatIOnal Stock Exchange (KISE) on 
June 17 ,1998 

Accordmg to estimates of the magazme FondoVYI Rmok (Stock Market) # 16 as of AprIl 24th, 
1998 sale of addItIonal share packets mentIOned above for their nom mal value should brmg to the 
SPF (and thus to the state budget) approximately 40 millIon Hryvnas (2nd Q Plan for the SPF IS 
90 millIon Hryvnas) Takmg mto account, that 10 June the SPF, among others, Will offer shares of 
KYlvenergo (773%) Odesaoblenergo (735%) Donetskoblenergo (704%), etc It IS possIble to 
assume that It expects to earn much more In the result of energy compames' shares sale 
However, the only example of really bIg difference between the nom mal and seiling price of 
l.nergy company's shares had been the sale of 3 49% of KYlvenergo shares through over-the­
counter trade system (PFTS) on March 20-27 1998 when the seilIng prIce was 1023 tImes 
hlghl.r than the nom mal valul. (025 UAI-I) 

3 PFTS MARKET 

Ell\tern Economl\t (Moly 11) Durmg thIS week the KAC-energy Index grew 0 57% to 353 After 
l.kctrIclty rates for resldentlJI USl.rs grew 22-25% startmg from May I S\ the prIce of em.rgy stock 
~toppl.d failIng sharply The prIces of all generatIng compames except for Donbasenergo began to 
grow The most slgmficant growth was noted WIth Dmproenergo, whIch plans to Issue ADRs of 
thl. I"t level In June-july thIS year J KYlvenergo was the most popular among energy distributors 
In recent weeks "bears" have been tryIng to push the prIce of thIS stock down The last attempt 
occurred early on friday May Slh but It taded and KYlvenergo prIces grew 

Bll\me\s (M.lY II) Incrl.a~c 111 price ot KYlvenergo shares (to 23 UAH during the last week) IS 

<.!Irl.ctly related to prevlou~ rtpld reductIon of the bId prIces (m two weeks starting from April 
I ~Ih - trom 265 UAH to 205 UAII pl.r ~hare) The large volumes of trade WIth shares of thIS 
1~'>lIl.r dId not give to sdkr'> 1. ch1.nce to raIse ask prIces The best result they could achieve was 
to mamtaIn these prIces hlghl.r than the key ones" (25 UAH) At the same tIme 10 the nl.ar 
luture the average prIce tor KYlvenergo shares mIght drop again to the level of 2 2 UAH per 
share 

Delovava Nedelya (Bu:,me\\ Week) (May 11) The reason for slIght decrease of bId prices for 
shares of such companies as KYlvoblenergo IS an announcement of commercIal tenders for their 
shares PrIces of other companies also decreased as for example KYlvenergo (10 3% durmg the 
perIOd from AprIl 2ih to May ih) most probably due to the planned sale of new share packets of 
these compames through exchanges 10 June PotentIal buyers might count on pOSSIbIlity to 
purchase shares cheaper than on over-the-counter market The maximum growth 10 price showed 
Dmprooblenergo shares (+203%) and the maxImum volume of trade was WIth Donbasenergo 
shares (81 724 shares for I 490966 UAH) 

Hagler Bailly ---------------
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MEMORANDUM P 4 

Durmg the week of May 0305-080598 the shares of Don bas en ergo sold at a volume of 
343,74000 UAH (20,460 shares), Zakhldenergo - 95,325 00 UAH (3,827), Dmproenergo. 
61,62800 UAH (434), Tsentrenergo - 1,329,86840 UAH (1,322,840), KYlvenergo-
8218000 UAH (31,800) 

Please, see attached the charts reflectmg the data on performance of electricity sector shares on 
PFTS The source of the end-of-week data was Eastern Economist 

4 CONCLUSIONS 

The abovementioned facts are Illustrated 10 Annexes I and 2 attached to thiS report The Annex I 
reflects the volumes of share packets to be offered for trade on stock exchanges 10 complIance 
With the SPF orders 

It should be noted, that combmtng the mformatlOn on exchange offer and announced commercIal 
tenders, It IS possIble to make a conclUSIon, that 10 case of successful result of sales 5 Oblenergos 
WIll be pravatlzed WIth the depth almost equal to 75% So, It could be expected that, by the end of 
2nu Quarter of 1998, 5 energy dIstrIbutIon compantes mIght be consIdered pravatlzed meettng the 
World Bank crateraa to prtvatlzed enterprIses 4 These compantes Kharklvoblenergo, 
Sumyoblenergo, Chernlglvoblenergo Odessaoblenergo and Prakarpattyaoblenergo are marked 10 
blu(. ~ 

Anncx 2 contains mformatlon related to the pravatlzatlOn status of generating compantes Until 
now thc SPF has offiCIally approved only one authorazed representative (auctioneer) to conduct 
an open tender for 24% of Donbasenergo shares Selection of auctioneers for Center- and 
Zakhldenergo IS still not completed A tender for the authorized trader of Dnlproenergo was not 
announced The open tenders for generation compantes can hardly be expected to end In 1998 
The most probable term of announcement of the first wmner might be the 151 Quarter of 1999 

BeSides that Anncx 2 Includes two more tables one reflectmg the process of commercial tenders 
and their planned endmg dates (speclfymg the volumes of share packets offerd for the tenders) 
Klrovogradoblenergo and Tcrnopiloblenergo are separated from others due to the uncertatnty of 
their tender results and 51 % state share whIch Impedes their further prIvatization The second 
table contatns names of the remalnmg 10 Oblenergos which have not been Included to 
prevIOusly mentIOned tables These 10 compantes have 51 % remammg m the state property 
accordmg to their share allocation plans It IS hIghly probable that these share allocation plans 
will not be changed until the 4lh Quarter of 1998 

1 Wood & Company IS Its authOrized representatIve In thIS deal Baker & McKenZIe legal adVIsor and the 
depository WIll be The Bank of New York 
~ The.. WB considers enterprIse to be privatized It over 70% of Its shares belong to the private entitIes 

Hagler Bailly ----------------
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I Share Packets Offered for Exchange 

Annex 1 

Offered for 
Actual Offered Expected 

State 
Enterpnse Name 

Exchange* 
Sale for Sales 

Share 
Leftover 

Oenth Tender" Oenth 
I 

Donetskoblenergo 704 2336 3040 25 4460 
Cnmeaenergo 4874 2658 3145 25 4355 
Mykolalvoblenergo 552 2688 3240 25 4260 I 
Chemlvtsyoblenergo 6555 2824 3480 25 4021 
Poltavaoblenergo 38 3493 3873 25 3627 
LVlvoblenergo 381 3588 3969 25 3531 
Khersonoblenergo 699 3301 4000 25 3500 

I 
Luganskoblenergo 7533 3230 3983 25 3517 
KYlVenergo 7733 3727 4500 25 3000 
KharklVoblenerao 89 3072 35 7462 25 038 I 
Sumyoblenergo 185 3698 36 7483 25 017 
Chemlglvoblenergo 853 3137 35 7490 25 010 
Odesaoblenergo 735 3256 35 7491 25 009 
Pnkarpattyaoblenergo 625 3375 35 7500 25 000 I 

I 
* Offered for sale on exchanges In June'98 
** Tenders running (since 280498 since 06 05 98 since 12 05 98) 
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Annex 2 

Generating Companies 

Chartered 
Nominal 

Sale Packet for State 
Enterprise Name 

Capital 
Share 

Depth" 
Auctloner Open Tender 

Tender Share 
Value 

TSENTRENERGO 92351777 00 025 1764 24 51 
DNIPROENERGO 9809995000 2500 1753 24 51 
ZAKHIDENERGO 12790541000 1000 1621 24 51 
DONBASENERGO 236 443 010 00 1000 944 CredltAnstalt AG X 24 51 
" accordmg to the official mformatlOn of the SPF 

Commercial Tenders 

Chartered 
Nominal 

Sale Tender (starting Tender Packet for State 
Enterprise Name Share 

Capital 
Value 

Depth date) (ending date) Tender Share 

KIROVOGRADOBLENERGO 2984400000 1000 4233 010997 311297 20 51 
TERNOPILOBLENERGO 15,272,04000 1000 4900 011097 ' 311297 20 51 
SUMYOBLENERGO 44,281 374 00 100 3698 280498 280598 36 25 
CHERNIGIVOBLENERGO 29829506 00 100 3137 28 04 98 280598 35 25 
PRIKARPA TIYAOBLENERGO 2590887500 1250 3375 060598 050698 35 25 
KHARKIVOBLENERGO 6413519000 1000 2346 120598 11 0698 35 25 
KYIVOBLENERGO 5204378000 1000 2397 280498 120698 25 51 
ODESAOBLENERGO 5212389000 1000 3256 120598 260698 35 25 

Energy Distributors with 51% State Share 

Chartered 
Nominal 

Sale Packet for Tender 
Enterprise Name 

Capital 
Share 

Depth (approved SAP) 
State Share 

Value 
ZHITOMYROBLENERGO 2038916525 025 2668 12 51 
VOL YNOBLENERGO 2386380000 025 2598 20 51 
KHMELNITSKOBLENERGO 33 637,840 00 10 00 2572 20 51 
CHERKASYOBLENERGO 37,098 333 00 025 2286 30 51' 
VINNITSAOBLENERGO 3097366000 1000 2146 0 51 
ZAKARPATTYAOBLENERGO 3115081000 025 2086 20 51 
DNIPROOBLENERGO 59916,17000 10 00 1851 27 51 
ZAPORIZHYAOBLENERGO 4484000000 1000 1712 27 51 
SEVASTOPOLMISKENERGO 6722400 00 250 1677 20 51 
RIVNEOBLENERGO 2082742000 1000 11 22 26 55 

Hagler Bailly 150598 
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Genco Share Prices, Volumes 

Weeks endmg September 5 thru May 8 
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To 

FROM 

DATE 

SUBJECT 

MEMORANDUM 

DaVId Wolcott Svetlana Gohkova, Tom SmIth, JIm Stanfield ErIC Haskms 

AndreI Goncharenko 

May 29,1998 

PriVatIzatIOn Update Report PerIod May 18th 
- May 29th

, 1998 

HI-WEEKLY REpORT (WEEKS 21-22) 

INTRODUCTION 

The last weeks of May brought only few changes to the process of energy sector pnvatizatIOn 
Due to the Illness of the Actmg Chamnan of the SPF Mr Bondar, The PresIdent of Ukrame 
has appomted hIs first deputy Mr Kryukov as a new Actmg Chamnan of the SPF Formerly 
Mr Krvukov worked m the PresIdentIal AdmInIstratIon 

Although approval of pnvatizatIOn plans of enterpnses belongs to the scope of 
responsIbIlItIes of the SPF, whIle the State Property Fund appeared to be Without a chaIrman 
the Cabmet of Mlrusters of Ukrame has approved the condItIons for pnvatizatIOn of two 
enterpnses Drupropetrovsk Petrovskv Plant and KYIV Quant Plant 

The Currency-CredIt CouncIl of the Cabmet of Mimsters of Ukrame dIsclosed Its mtentlons 
to mItIate re-pnvatizatIOn" (natIonalIzatIon) of the collectIve enterprIse Dmpryanka ThIs 
wIll be a precedent for exproprIatlon of the property of enterpnses-debtors, whIch faIl to pay­
off the credits obtamed from the foreIgn credit mstItutIOns for the state guarantees The polIcy 
of re-pnvatlzatlon mIght be used more broadly m the future 

On Mav 15th the Mlrustry of JustIce of Ukrame had regIstered the RegulatIOn on Conductmg 
Procedure for SpecialIzed Cash Auctlons These auctIOns WIll be conducted by the CertIficate 
r\uctIOn Centers Network (ACN) The first auction of thIs type Will be held m June and 
mclude 140 share packets 

The InternatIOnal Fmance CorporatIOn (lFC) has announced offiCially, that It had mcluded 
Ukrame mto the IFC IndIces' System partIcularly to the IFC FrontIer Index The mdex WIll 
be calculated based on the PFTS end-of-day pnces It should be mentIOned that estImatmg the 
market capItalIzatIOn of selected enterpnses the IFC does not take mto account the state share 
m the enterpnse chartered capItal The populatIOn of comparues used for calculatIOn of the 
IFC FrontIer Index mcludes 17 enterpnses Among them are all four generation companIes, 
subject to pnvatizatIOn, and three dlstnbution compames (KYlvenergo, KYlVoblenergo and 
Druprooblenergo), 1 e 41 18% of the total number of comparues 

The company Centerenergo announced, that the general meetmg of Its shareholders WIll be 
conducted on June 23rd

, 1998 

--------------- HaglerBatlly ---------------
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MEMORANDUM P 2 

TENDERS 

On Mav 2ih the SPF has announce another three commercIal tenders for share packets of 
energy dlstnbutIOn companIes Luganskoblenergo, LVIvoblenergo and Poitavaoblenergo All 
tenders wIll be fimshed WIthm a 30-day penod and the share packets are equal to 35%, 35% 
and 36% correspondmgly 

The Winners of commercIal tenders for TernopIioblenergo and KIrovogradoblenergo have 
settled wIth the SPF payments for the purchased 20% share packets and started to fulfill theIr 
mvestment obhgatIOn ThIs fact was acknowledged by the Deputy DIrector of SPF 
Department for Tenders Mr Cherdakov He has also mentIOned that the SPF expects POSItIve 
results of the commerCIal tenders announced recently, because the SPF had receIved 
appropnate bIds for offered energy dIstnbution comparues SpeakIng about the comparues 
WIth 51 % state share, he had confirmed that WithIn the year 1998 the SPF plans to reVIew 
theIr share allocatIon plans reducmg the state share to 25% 

The tenders for Sumvoblenergo (36%) and ChernIgivoblenergo (35%) are due to be firushed 
on May 28th 1998 Considenng the terms for approval of tender results stIpulated by the 
actmg regulatIOns) offiCIal announcement of the wmners shall be expected not later than on 
June 14th 

2 SALE ON EXCHANGES 

The only packet of shares sold through exchanges durIng these two weeks had been 1 56% of 
Knmenergo shares sold for 8 00 UAH per share (nommal pnce 10 00 UAH) The packets of 
shares as approved by the SPF Orders # 878, 879 and 880 as of May 5th

, 1998, shall be 
offered on stock exchanges m June 

It IS necessary to mentIOn that on Mav 26th the SPF tned once agam to sell through the 
UkraIruan Stock Exchange (USE) 66500 shares of Knmenergo (l 53%) for 900 UAH per 
share but WIth no success 

Energobusmess as of May 28th has pubhshed the mformatIOn about changes, mtroduced by 
the SPF mto share allocatIOn plans (SAPs) of SevastopIlmiskenergo, KIrovogradoblenergo 
and Odesaoblenergo 5 1 % of Sevaspopolmlskenergo and 5% of Kirovogradoblenergo WIll be 
aUC!1oned for PnvatIzatIOn Property CertIficates (PPCs) and 665% of Odesaoblenergo 
(leftovers from the preferentIal sale) - sold for cash on the USE 

3 PFTS MARKET 

Startmg from the week of May 18-22 the hst of shares of energy comparues, tradmg whIch 
are bemg mOnItored mcludes also the Luganskenergo, because durIng thIs week the actual 
tradmg transactIons WIth shares of Luganskenergo were regIstered 

I OrderofSPF, AMC and SCSCM # 821155/01/204 as of August 4th, 1998 

--------------- HaglerBatlly --------------
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MEMORANDUM P 3 

Eastern EconomISt (Mav 25) The PFTS reached Its lowest ever level Over the course of the 
week of May 18-22 the PFTS Index lost 7 42% as It fell to 45 89 The KAC-20 (S), KAC-
20(W) Wood-IS and ProU-50 mdlces fell 641%, 711%, 665% and 1221% to 905, 928, 
1052 and 107 09 respectIvely Sales volumes for the energy sector decreased by 61 99%, the 
number of stocks traded decreased from 24 to 20 KAC-energy Index fell 4 41 % to 347 BId 
pnces of almost all comparues decreased, but ask pnces were more stable In the week of 
May 10-15 the last trade pnce of KYlvenergo had been 2 49 UAR, the following week the last 
bargain pnce changed In the folloWing way 23,2 OS, 201 UAR Pnces of the maJonty of 
energy stocks traded thIS week changed In roughly the same way The most stable stock In the 
sector was Donbasenergo, the most unstable - KYlvenergo and Tsentrenergo 

Busmess (May 25) In the begmrung of the week of May 18-22 the pnces of Tsentrenergo, 
KYlvenergo and Dneprenergo had grown 2%, 1 9% and 1 9% respectIvely On Tuesday the 
ask pnces for Temopdoblenergo, Dmproenergo and Dmprooblenergo Increased by 17 2%, 
2% andd 4 3% respectively But on Thursday stocks of KYlvenergo (-17 13% In bid and -
8 13% In ask pnces), Dmprooblenergo (-5% and -625%) and Zaldudenergo (-950% In bId 
pnces) fell drastIcally They were JOIned by LVlvoblenergo, willch lost 25% In bid pnces It IS 
necessary to mentIOn that bId pnces for all compames lIsted on the PFTS fell conSIderably 
more than the ask pnces 

Energobusmess (May 19-25) Dunng tIDS week UkraIman stock market expenenced a sharp 
fall By the end of the week the ProU mdex decreased by 12% Due to the lack of demand the 
tradIng went down StartIng from Tuesday traders have panIcked and continuously reduced 
the bid pnces The volumes of demand have reached the mlrumum level of the last three 
months The lowest ProU level, fixed In Apnl as 106 8 may be reached In the near future 
ThiS allows to predict further development of the fallmg trend In tills case the next lowest 
level wlll be fixed as 96 POInts 

Dunng the week of May 18-22 the shares of Donbasenergo sold at a volume of 
96621 00 UAB (5300 shares), Zakhldenergo - 16975600 UAB (6,822), 
Dmproenergo - 1475000 UAB (l00), Tsentrenergo - 18237000 UAB (203500), 
KVlvenergo - 137,41500 UAB (67,500), Dmprooblenergo - 132,00000 UAR (4,000) 
and Luganskoblenergo - 21,344 00 UAB (1,334) 

Please see attached the charts reflectIng the data on performance of energy sector shares on 
PFTS The source of the end-of-week data was Eastern EconomIst 

4 CONCLUSIONS 

Due to the Illness of Mr Bondar, the SPF has slIghtly reduced ItS actIVIty dunng these two 
weeks But, the newly announced tenders proVide a basiS for an assumptIOn that the SPF 
expects successful results of those announced before Tills fact was defirutely confirmed by 
Mr Cherdakov, Deputy DIrector of SPF Department for Tenders 

The CabInet of MInisters attempts to take over certain responSibIlItIes of the SPF and 
mtentIOns to make an attempt to develop re-pnvatlzatIOn procedures reqwre more attentIOn m 

--------------- Hagler Badly --------------
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MEMORANDUM P 4 

the future ThIs mIght become a warnIng both to strategic and portfolIo Investors, and to the 
mstItutIOns credItmg pnvatized Ukratruan comparues m the future 

The current sItuatIOn on the stock market IS mostly caused by the latest events on the RUSSian 
stock market All expert workmg on the Ukratruan market, express the same oplfllons 
Unstable SItuatIOn m RussIa wIth mmers stnkes, mcrease of dISCOunt and Lombard rate of 
the RUSSIan Central Bank from 30% to 50%, faIlure of the Rosneft pnvanzatIOn auctIOn and 
other events brought the shock waves from Moskow to KIev a few days later Considenng the 
fact that partICIpants of the RUSSIan stock market expect the cnSlS SItuatIOn to contInue 
developmg, It IS pOSSIble to predIct the same trend on the Ukralfllan PFTS 

Annexes attached to tlus report mclude the table WIth latest mformatlOn on announced 
commercIal tenders and overall SItuatIon m the power sector pnvatizatlOn The Charts (Annex 
3) reflect the shares of comparues on dIfferent stages of pnvanzatlOn m the total number of 
companIes, subject to pnvatlzatlOn, and the current status of Oblenergos' pnVatIzation 
Groups 1 and 2 of dIstnbutlOn comparues, mentIOned m Chart 1 are the comparues WIth 25% 
and 51 % state share m the chartered capItal (accordmg to SAPs) respectIvely 

The PFTS market graphs contam the updated mformatlOn on tradmg of the energy 
companIes shares dunng the penod endmg May 22nd

, 1998 

--------------- Hagler Badly ---------------



--------~---~~-~-~-
Annex 

Type Company Tender Actual Sale Sale on Exchanges In Expected Sale State Share 
% Depth, % June Depth, % % 

z Dmproenergo 17 53 17 53 51 0 

~ Donbasenergo 24 944 3344 51 
w z Tsentrenergo 17 64 17 64 51 w 
C) 

Zakhidenergo 1621 1621 51, 
Chemlglvoblenergo 35 3137 853 7490 25 
Luganskoblenergo 35 3230 7533 7483 2 
LVlvoblenerao 35 3588 381 7469 25 
Odeaaoblenefl[o 35 3256 735 7491 2 
Pnkaf1)attvaoblenergo 35 3375 625 7500 25 
Poltavaoblenergo 36 3493 38 7473 25 
Sumvoblenergo 36 3698 185 7483 25 
Kharldvoblenergo 35 2346 890 6736 25 
Chernlvtsyoblenergo 2824 6555 3480 25 
Donetskoblenergo 2336 704 3040 25 

z Khersonoblenergo 3301 699 4000 25 0 
Krlmenergo 2814 974 3788 25 i= 

::l Kylvenergo 3727 7733 4500 25 ID 
ii Mykolalvoblenergo 2688 552 3240 25 
I- Klrovogradoblenergo 20 4233 6233 51 en 
is Ternoplloblenergo 20 4900 6900 51 

Kylvoblenergo 35 2397 5897 51 
Cherkassyoblenergo 2286 2286 51 
Dnlprooblenergo 1851 1851 51 
Khmelnitskoblenergo 2572 2572 51 
Sevastopolmlskenergo 1677 1677 51 
Vmmtsaenergo 2146 2146 51 
Volynoblenergo 2598 2598 51 
Zakarpattyaoblenergo 2086 2086 51 
Zaporlzhlaoblenergo 1712 1712 51 
Zhytomlroblenergo 2668 2668 51 
Rlvneoblenergo 1122 1122 55 

Hagler Bailly 29059f 
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Annex 

Generatmg Companies 

Chartered 
Nominal 

Sale Packet for State 
Enterpnse Name 

Capital 
Share Depth- Auctloner Open Tender 

Tender Share 
Value 

TSENTRENERGO 92351 777 00 025 1764 24 51 
DNIPROENERGO 9809995000 2500 1753 24 51 
ZAKHIDENERGO 12790541000 1000 1621 24 51 
DON BAS EN ERGO 23644301000 1000 944 CredltAnstalt AG X 2_1 51 

- --------- - -~ 

Commercial Tenders 

Chartered 
Nominal 

Sale Tender (starting Tender Packet for State 
Enterprise Name Share 

Capital 
Value 

Depth- date) (ending date) Tender Share 

KIROVOGRADOBLENERGO 2984400000 1000 4233 010997 311297 20 51 
TERNOPILOBLENERGO 1527204000 1000 4900 011097 311297 20 51 
SUMYOBLENERGO 4428137400 100 3698 280498 280598 36 25 
CHERNIGIVOBLENERGO 2982950600 100 3137 280498 280598 35 25 
PRIKARPA TTY AOBLENERGO 2590887500 1250 3375 060598 050698 35 251 
KHARKIVOBLENERGO 6413519000 1000 2346 120598 110698 35 25 
KYIVOBLENERGO 5204378000 1000 2397 280498 120698 25 51 
ODESAOBLENERGO 5212389000 1000 3256 120598 260698 35 25 
LUGANSKOBLENERGO 5203073000 1000 3230 270598 260698 35 25 
LVIVOBLENERGO 4849308000 025 3588 270598 260698 35 25 
POLTAVAOBLENERGO 5524000000 250 3493 _~IQ5~ 260698 

-
36 25 

---------- - - -- - --~-----

Energy Distributors with 51% State Share (revision of SAPs pending) 

Chartered 
Nominal 

Sale Packet for Tender 
Enterprise Name 

Capital 
Share 

Depth* (approved SAP) 
State Share 

Value 
ZH ITOMYROBLEN ERGO 2038916525 025 2668 12 51 
VOL YNOBLENERGO 2386380000 025 2598 20 51 
KHMELNITSKOBLENERGO 3363784000 1000 2572 20 51 
CHERKASYOBLENERGO 3709833300 025 2286 30 51 
VINNITSAOBLENERGO 3097366000 1000 2146 0 51 
ZAKARPATTYAOBLENERGO 31 15081000 025 2086 20 51 
DNIPROOBLENERGO 5991617000 1000 1851 27 51 
ZAPORIZHYAOBLENERGO 4484000000 1000 1712 27 51 
SEVASTOPOLMISKENERGO 672240000 250 1677 20 51 
8IYNEOBLENERGO 2082742000 1000 1122 26 55 

------- ---- - - -~-

* according to the official mformatlon-iilthe SPF 

Hagler Bailly 290591 

\'--' 



-------------~----~ 

'\­
~ 

Structure of Energy Sector, Subject to Privatization 

13% I. Generation Companies 

DCommerclal Tenders (Group 1) 

.Group 1 DistributIOn Companies (no tenders) 

26% 10 Commercial Tenders for Distribution Companies 
(Group 2) 

.Group 2 Dlstnbutlon Companies (no tenders) 

19% 
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Privatization Status of Dlstnbutlon Companies 

• Potentially Fully Privatized Companies 

DCompanles, Reaching 70% Sale Depth 

.Companles with >50% Sale Depth 
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Genco Share Prices, Volumes 
Weeks endmg September 5,1997 thru May 22,1998 
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To 

CC 

DATE 

FROM 

SUBJECT 

MEMORANDUM 

David Wolcott 

Svetlana Gohkova, Tom Smith, Jim Stanfield, Enc HaskIns, John Kyle 

June 12, 1998 

Andrei Goncharenko 

PnvatlzatIOn & Stock Market Update Report 

Penod June P' - June 12'h, 1998 

BI-WEEKLY REpORT (WEEKS 23-24) 

INTRODUCTION 

The first two weeks of June attracted much attentIOn to the pnvatIzatIOn Issues m general and 
actIvIty of the SPF related to the sale of energy companIes' shares specIfically ThIS sItuatIOn IS 
dIrectly caused by the recent mltIatives of the PresIdent Kuchma m the sphere of economIC 
development and budget polIcy 

On May 12th the PresIdent Kuchma m hIS speech to VR specIfied the target amount of budget mcome 
from dIVIdends paId for state shares m the newly pnvatIzed companIes Annually the budget shall 
get 100 mIllIon Hryvnas m dIVIdends The SPF IS responSIble for mtroductIOn of a new proVIsIOn 
mto the contract for management of state share defimng, that an authonzed person shall mItIate 
allocatIOn of at least 25% from the net profit for dIVIdends and get thIS resolutIOn approved by the 
general shareholders' meetmg It should be mentIOned that the largest amount of dIVIdends allocated 
to the state by the bemg pnvatlzed company are 21 382 mIlhon Hryvnas And thIS sum wIll be 
transferred to the state budget by Dmproenergo (852% state share at the present tIme) I 

Dmproenergo had allocated 25% of ItS net profit m 1997 to be paId m dIVIdends to shareholders 

Mr Bondar gave an mterview confirmmg that he plans to return to hIS Job as the SPF Actmg 
ChaIrman approxImately on June 17th He belIeve., that the SPF wIll be able to proVIde suffiCIent 
cash mflows mto the budget as planned m the State Budget Program for 1998 

Packages of shares of Sevastopolmiskenergo and Kuovogradoblenergo, preVIOusly reported to be 
sold on PPC auctIOns, WIll be offered for the first cash auctIOn conducted by the AuctIon Centers' 
Network (ACN) from June 10th tIll July 10th The auctIOn results wIll be publIshed by July 31 st 

As QfMay 1st 1998 the state budget collected 1865 mn UAH from diVidends for the state shares the total budget Inflows for 
thiS Item In 1996-1997 made 15 443 mn UAH 

--------------- Hagler Bailly --------------­
BI_e1206 wp 
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MEMORANDUM ~ 2 

Mr Bochkarev (DIrector of Dmproenergo CorporatizatlOn Dept) stated that the Bank of New York 
wIll Issue ADRs for Dmproenergo shares not earlIer than m August Before the Issue the BNY 
mtends to organIze through Its UkraIman agent an extensIve buymg campaign of Dmproenergo 
shares on the Ukramlan stock market 2 

Three energy dlstnbutIOn companIes announced theIr general shareholdermeetmgs to be conducted 
m July as follows 

ZhitomIroblenergo - July 3rd
, 1998 

KYIvoblenergo - July 9th, 1998, 

Knmenergo - July 30th 1998 

ITENDERS 

The tenders for Sumyoblenergo (36%) and Chemlglvoblenergo(3 5%) were closed on June 15
\ 1998 

Consldenng the fact that the commercIal tender for 45% m Lysichansk 011 Refinery (L YNOS) had 
been canceled, because It attracted no bIds, these two tenders were successful and we can expect the 
offiCIal announcement of Winners next week 

Other three tenders shall be closed durmg the end of thIS - begInnmg of the next week 
Pnkarpattyaoblenergo, Kharklvoblenergo and KYIvoblenergo Among these companIes 
KYlvoblenergo IS the most attractIve one, though 51 % state share mIght become an obstacle 
Impedmg a strategIc mvestor from buymg the 25% share packet offered for tender The lowest 
attractIveness has Pnkarpattyaoblenergo and thIS tender mIght be unsuccessful, though the SPF 
seems to be confident, that thIs wIll not happen3 

SALE ON EXCHANGES 

Energobusmess as of May 28th has publIshed the mformatIOn that 5 1 % of Sevaspopolmlskenergo 
and 5% ofKIrovogradoblenergoWIll be auctIOned for PrIVatIzatIOn Property CertIficates (PPCs) m 
June 1998, but the SPF has decIded to offer these share packets for cash on the specialIzed auctIOn 
through the ACN 

Startmg from the week of June 8th 
- 14th the SPF IS sellIng packets of shares of 16 Oblenergos 

through the stock exchange system and ACN If sold for the nommal share pnce, these shares 
should bnng to the state budget 40,710,098 Hryvnas (see Annex 1) 

The Bank of New York IS reported to be planmng to Issue ADRs for all four power generatIOn companIes 
In March 1998 the packet of 13% ofPnkarpattyaoblenergo was sold m UICE for the nomInal share pnce 

(8 13% was purchased by the broker Prodexport "on clIent's request") 

--------------- HagJerBaIlJy --------------­
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MEMORANDUM ~ 3 

Yun Yakovlev DirectorofSPF Department for AuctIOn and Stock Exchange Sales, has expressed 
hIS opmIOn, that currently It IS dIfficult to sell even the attractIve but expenSIve stock through 
exchanges Local mvestors have no aVailable money and western mvestors belIeve that the present­
day sItuatIOn on Ukramian market IS too nsky Mr Yakovlev stated, that he expects the contmued 
fall-down of the market untIl the end of summer 

PFTSMARKET 

The week of June 1-5 dId not bnng stabIlIzatIOn of the sItuatIOn on Ukramian stock market The 
volume of sales m the over-the-counter system made 2 52 mn UAB equal to 19% of the results of 
the prevIous week 

Eastern EconomISt (June 8) Total supply on the PFTS thIS week mcreased by more than 20 mn 
UAB, whIle the total demand fell from 3 mn UAB to 1 7 mn UAB over the week The KAC-20 (S), 
KAC-20(W), ProU-50 and PFTS mdices fell 063%,037%,347% and 002% respectIvely The 
number of stocks traded declmed from 24 to 17 The tradmg results for energy sector were 1 8% of 
the prevIOUS week's results The KAC-energy mdex decreased by 9 66% 

Busmess (June 8) In general the week of June 1-5 was qUIet The KAC-20 mdices were stable m 
the narrow range between 770-825 The maxImum bId pnces for KYIvenergo shares reached the 
level of 1 Bryvna KYIvenergo shares fell 27 86% and Tsentrenergo -6 67% Donbassenergo shares 
remamed stable The only stock, whIch may grow the next week, are Zakhidenergo shares 

Delovaya Nedelya (June 8) Takmg mto account the fact that the Ukramian stock market IS currently 
m Its lowest pomt, It has a consIderable potentIal for growth 

Dunng the week of June 1-5 only three companIes have enjoyed actually regIstered 
operatIOns wIth theIr shares Tsentrenergo sold at a volume of29,902 50 UAB (42,500 
shares), KYIvenergo - 35,554 30 UAB (25,811) and Zhitomlfoblenergo - 2,000 00 UAB 
(10,000) 

Please, see attached the charts reflectmg the data on performance of energy sector shares on 
PFTS The source of the end-of-week data was Eastern EconomIst 

4 CONCLUSIONS 

The SItuatIOn on the stock market dIrectly depends from the successful ImplementatIOn of the 
pnvatIzatIOnprogram The SPF absence on the general meetmg ofUkrnafta shareholders made thIS 
meetmg mvahd4 ThIS ImmedIately caused decrease of the bId pnces for shares of thIS Issuer It IS 
necessary to mentIOn, that m the week of June 1-5 only, the volume of trade of Ukmafta shares made 

The SPF IS the majorIty shareholder m Ukrnafta, holdmg 61 23% state share III the company 

--------------- Hagler Bailly 
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MEMORANDUM ~ 4 

47% of the totakl volume ofPFTS trade ExpectatIons of the experts that after the general meetmg 
ofUkrnafta shareholders the sItuatIOn on the UkraInIan stock market mIght Improve dId not come 
true Another polItIcal step of the SPF UndermInIng the Image of pnvatIzatIOn process can lead to 
even more careful approach of western mvestors to purchase of UkraInIan stocks 

Although sale of energy companIes' shares on exchanges and cash auctIOns could bnng 40 mIllIon 
Hryvnas mto the state budget, It IS not certam The major source of capItal represented by foreIgn 
mvestors IS too cautIOns at the present tIme The brokers, workmg on all exchanges tell that there 
are almost no requests from theIr clIents to purchase The latest Improvement of SItuatIOn on the 
RUSSIan stock market may become an addItIOnal factor for the portfolIo mvestor to chose thIS one 
more developed and stable alternatIve 

The recently announced cash auctIOns wIll not be of the great Importance both for the SPF and maj or 
mvestors TheIr ObjectIve, as the SPF Deputy ChaIrman Svetlana Ledomskaya stated, IS to sell 
leftovers of shares, thus reachmg the 100% depth of pnvatizatlon of the companIes 
KIrovogradoblenergo and Sevastopolmiskenergo represent rather an exemptIOn, because all other 
companIes are of "mIddle" attractIveness The ACN WIll also proceed WIth conductmg the PPC and 
CC auctIOns SImultaneously WIth the cash ones 

The next week may become a new Impact to the Improvement of the stock market SItuatIOn, after 
the Winners of ChernIgIv and Sumyoblenergo tenders WIll be armounced The tender for 
KYlvoblenergois also of the great mterest Takmg mto account the pOSItIon of AES wIllmg to buy 
51 % stake, It IS pOSSIble to foresee three pOSSIble ways of the further development of thIS SItuatIOn 

The SPF WIll offer to AES 25% stake m the company, the contract for management of26% state 
share and an OPPOrtunIty to participatem another tender, whIch wIll be armounced after the 
reVlSlon of the company's SAP 

The AES Will purchase 25% and get 26% -1 share to management WIth the nght to purchase these 
shares for theIr nommal value after reVISIon of the SAP 

The AES wIll be promIsed by the SPF (GoU), that after reVISIOn of the SAP, It Will have the pnonty 
nght to purchase (for nommal value) eIther 26% - 1 share or 25% packet after reVISIOn of the 
SAP 

I would lIke to emphaSIze that there IS no chance that AES WIll be able to purchase 51 % 
ImmedIately The actmg laws and regulatIOns do not allow such InlinedIate declSlon to be taken 
neIther by the SPF nor by GoU In the first case, the AES Will most probably reject thIS kmd of offer 
The last two alternatIves are more attractIve for an mvestor, but the AES can not be confident that 
eIther a new government or the Verkhovna Rada WIll fulfill the promIses gIven today 

--------------- HagJerBaJlly --------------­
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MEMORANDUM ~ 5 

It should be mentIOned that untIl now the commercIal tenders for energy compames have brought 
to the SPF (and to the state budget) 94 mn UAR (See Annex 2) The tenders announced m 1998 
could brmg 130 mn UAB more, If mvestors wIll rIsk to come to the mdustry 

--------------- HaglerBaIlIy ---------------
Bl_e1206 wp 
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Generatlng Companles 

Enterprlse Name 
TSENTRENERGO 
DNIPROENERGO 
ZAKHIDENERGO 

DONBASENERGO 
-

Chartered 
Capltal 

92,351,777 00 

98,099,950 00 

127,905,410 00 

236,443,010 00 
-

Nomlnal 
Share Sale 
Value Depth* Auctloner 

o 25 17 64 

25 00 17 53 

10 00 16 21 

CredltAnsta 
10 00 9 44 It AG 

--- '------ - ----

- - - - - - -
Packet 

for 
Open Tender Tender State Share 

24 51 

24 51 

24 51 

X 24 51 
--
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Commerclal Tenders 

Enterprlse Name 

KIROVOGRADOBLENERGO 
TERNOPILOBLENERGO 
SUMYOBLENERGO 
CHERNIGIVOBLENERGO 
PRIKARPATTYAOBLENERGO 
KHARKIVOBLENERGO 
KYIVOBLENERGO 
ODESAOBLENERGO 
LUGANSKOBLENERGO 
LVIVOBLENERGO 
POLTAVAOBLENERGO 

Chartered 
Capltal 

1 
29,844,000 00 
15,272,040 00 
44,281,374 00 
29,829,506 00 
25,908,875 00 
64,135,190 00 
52,043,780 00 
52,123,890 00 
52,030,730 00 
48,493,080 00 
55,240,000 00 

Nomlnal 
Share sale 
Value Depth* 

2 3 4 
10 00 42 33 
10 00 49 00 

1 00 36 98 
1 00 31 37 

12 50 33 75 
10 00 23 46 
10 00 23 97 
10 00 32 56 
10 00 32 30 

o 25 35 88 
2 50 34 93 

Tender Tender Packet 
(startlng (endlng for 

date) date) Tender Packet Ask Prlce 

5 6 7 8 
01-Sep-97 31-Dec-97 20 7,587,700 00 

01-0ct-97 31-Dec-97 20 5,030,000 00 
28-Apr-98 28-May-98 36 5,941,295 00 

28-Apr-98 28-May-98 35 14,000,000 00 

06-May-98 05-Jun-98 35 9,397,000 00 

12-May-98 11-Jun-98 35 32,139,000 00 

28-Apr-98 12-Jun-98 25 25,515,000 00 

12-May-98 26-Jun-98 35 18,254,000 00 

27-May-98 26-Jun-98 35 25,260,000 00 

27-May-98 26-Jun-98 35 22,263,000 00 

27-May-98 26-Jun-98 36 19,866,400 00 
TOTALS 185,253,395 00 



-..) 
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Short-Term 
Investment 

Obl1.gatJ.ons** 
9 

5,000,000 00 

4,402,000 00 

21,000,000 00 

10,000,000 00 

5,000,000 00 

20,100,000 00 

13,800,000 00 

10,000,000 00 
12,500,000 00 

20,000,000 00 
17,200,000 00 

139,002,000 00 

- -
M1.ddle-Term 
Investment 

OblJ.gatJ.ons*** 
10 

17,000,000 00 

3,054,000 00 

28,000,000 00 

17,760,000 00 

13,250,000 00 

27,760,000 00 

17,800,000 00 

50,200,000 00 
38,300,000 00 

33,000,000 00 
42,400,000 00 

288,524,000 00 

- - - - - - - - - - - - -
Total Investment State 

RequJ.rements Share 
11=9+10 12 

22,000,000 00 51 
7,456,000 00 51 

49,000,000 00 25 
27,760,000 00 25 

18,250,000 00 25 
47,860,000 00 25 
31,600,000 00 51 
60,200,000 00 25 I 

50,800,000 00 25 
53,000,000 00 25 i 

59,600,000 00 25 
427,526,000 00 

i 
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- - - - - - - - - - - - -
wlth 51% State Share (revls10n of SAPs pendlng) 

Nomlnal Packet for 
Chartered Share Sale Tender 

Enterprlse Name Capltal Value Depth* (approved State Share 
ZHITOMYROBLENERGO 20,389,165 25 o 25 26 68 12 51 
VOLYNOBLENERGO 23,863,800 00 o 25 25 98 20 51 
KHMELNITSKOBLENERGO 33,637,840 00 10 00 25 72 20 51 
CHERKASYOBLENERGO 37,098,333 00 o 25 22 86 30 51 
VINNITSAOBLENERGO 30,973,660 00 10 00 21 46 0 51 
ZAKARPATTYAOBLENERGO 31,150,810 00 o 25 20 86 20 51 
DNIPROOBLENERGO 59,916,170 00 10 00 18 51 27 51 

ZAPORIZHYAOBLENERGO 44,840,000 00 10 00 17 12 27 51 

SEVASTOPOLMISKENERGO 6,722,400 00 2 50 16 77 20 51 I 

RIVNEOBLENERGO 20,827,420 00 10 00 11 22 26 55 
'------ --~ -- ----- - ----- -~- ,-
* accordlng to the offlclal lnformatl0n of the SPF 
** Amount needed for settlement of accounts payable In arrears plus replenlshment of current assets (60-days 
*** Investment obllgatlons for 3-5 years perlod plus flnanclng of soclal assets, plus envlronmental measures 

-
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--------------
Privatization Status of Distribution Companres 

.Potentlally Fully Prrvat,zed Companies 

ClCompanles, Reachrng 70% Sale Depth 

.Companles with >50% Sale Depth 
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1 _____ -- _____ _ 

Structure of Energy Sector, Subject to Privatization 

13% 

19% 

I_ Generation Compan les 

I 
DCommerclal Tenders (Group 1) 

_Group 1 Distribution Companies (no tenders) 

26% I o Commercial Tenders for Distribution Companies 
(Group 2) 

BlGroup 2 Distribution Companies (no tenders) 



• - - - - - - - - - - - - -
Expected Cash 

Sale on Auctl.on for Inflows** (from Expected 
, 

Tender Actual Sale Exchanges Cash (June Sale on Sale Depth, State 
I Type Company % Depth, % l.n June 10- July 10) Exchanges) % Share % 

Dnl.proenergo 17 53 17 53 51 I 

Donbasenergo 24 9 44 33 44 51 

Tsentrenergo 17 64 17 64 51 
Zakhl.denergo 16 21 16 21 51 

Chernl.gl.voblenergo 35 31 37 8 53 2,544,456 86 74 90 25 

Luganskoblenergo 35 32 30 7 533 3,919,474 89 74 83 25 
LVl.voblenergo 35 35 88 3 81 1,847,586 35 74 69 25 

Odesaoblenergo 35 32 56 6 65 3,466,238 69 74 21 25 
Prl.karpattyaoblenergo 35 33 75 6 25 1,619,304 69 75 00 25 
poltavaoblenergo 36 34 93 3 8 2,099,120 00 74 73 25 

Sumyoblenergo 36 36 98 1 85 819,205 42 74 83 25 

Kharkl.voblenergo 35 23 46 8 90 5,708,031 91 67 36 25 

Chernl.vtsyoblenergo 28 24 6 555 930,493 39 34 80 25 

Donetskoblenergo 23 36 7 04 5,765,511 40 30 40 25 

c 



- - - - - - - - - - - -
Khersonoblenergo 33 01 6 99 1,659,688 82 40 00 25 

Krl.menergo 28 14 9 74 4,211,759 11 37 88 25 
KYl.venergo 37 27 7 733 2,094,952 44 45 00 25 

Mykolal.voblenergo 26 88 5 52 2,189,232 00 32 40 25 

Kl.rovogradoblenergo 20 42 33 5 00 1,492,200 00 67 33 51 

Ternopl.loblenergo 20 49 00 69 00 51 

KYl.voblenergo 35 23 97 58 97 51 

Cherkassyoblenergo 22 86 22 86 51 

Dnl.prooblenergo 18 51 18 51 51 

Khmelnl.tskoblenergo 25 72 25 72 51 
Sevastopolml.skenergo 16 77 5 10 342,842 40 21 87 51 
Vl.nnl.tsaenergo 21 46 21 46 51 I 

Volynoblenergo 25 98 25 98 51 i 

Zakarpattyaoblenergo 20 86 20 86 51 

Zaporl.zhl.aoblenergo 17 12 17 12 51 

Zhytoml.roblenergo 26 68 26 68 51 

Rl.vneoblenergo 11 22 11 22 55 

TOTAL 40,710,098 37 

** The amount of expected cash l.nflows waS calculated based on the noml.nal share value 
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To 

CC 

FROM 

MEMORANDUM 

David Wolcott 

Svetlana Gohkova, Tom Smith, Jim Stanfield, Enc Haskms, John Kyle 

Andrei Goncharenko 

DATE June 26, 1998 

SUBJECT PnvatlzatlOn & Stock Market Update Report 

Penod June I Sst - June 26th , 1998 

INTRODUCTION 

The second half of June brought a lot of news In relation to both the stock market In 

UkrJIne and prIVatizatIon m the energy sector The stock market continued to fall due 
to the constant decrease of demand for corporate seCUrIties dnd active selltng of the 
govLrnment Internal debt bonds (OVGZ) on the secondary market Accordmg to the 
L!ltlmatLs of AleXJ.nder Bazarov (Chairman of Board CS First Boston Ukrame) the 
L.lpltaltz,ltlon of Ukr,llnIan 'blUl .. chIps hds fdllen from $2 to $1 5 mIllton In 1998 Ht.. 
11.ls .liso t..mph,lslzed the ImportancL of pflvatlzdtlOn of these attractive tor Investment 
LompanlL!! tor Improvemt..nt of thL sItuation on Ukralnl..ln stock mdrket 

On Jun~ 18 th thL PrIme MinIster Pustovoytenko ordered the SPF to suspend 
pnv,tt1z.ttlon ot thL t..nLrgy dlstnbutlon companIes on request ot the Minister Sheberstov 
(MInenergo) Sht..bt..rstov hds submItted hiS letter on thIs Issue to the SPF and CoM on 
June 4th 1998 According to 1115 Ic..tter the major negdtlve factors reldted to the 
c..ommt..rcI.lI lLndt..rs .mnollncLd In MdY 1998 were insufficient tIme for Investors to 
!!tlldy .111 necessJrY documt..nts and !!ubmlt theIr bids and Vdnous gaps m the legal dnd 
I t..gul.ltory fr.lmework of thL pnv.ltI7.1tlon process and energy sector It should be 
ITILntlont..d til.lt thL ordLr I!> .lpplIL.Lblc.. for .tll Oblenergos includIng thL prevlou..,ly 
InnouncLd onL!> Thl! 1,I!>t commLrcl.tI tLndLr .mnounced by thL SPF on JunL 17th hJ!! 

OLLn thL lLndLr tor 40'V" at Mykol.lIvoblc..nLrgo 

ThL formLr ALtIng SPF Ch.urman Mr Bonddr h.l!! resumed hIS rL!>pon!>lbllttILs st.lrtlng 
trom JunL 16th According to thL l<llLSt tntorm<ltton thL SPF h l'i .Ipproved J nLW ordLr 
at LonductIng procedures ot the opLn (IntLrndtlondl) tLndl.rs for gLnt.rJtlon comp.InILS 

TENDERS 

TilL tenders for Sumyoblenergo (36IYc,) Jnd Chermglvoblenergo (35%) werL ,mnounced 
::,uLcesstul and the SPF hds disclosed the names of Winners Auto.lliJncl. In VL!>t 
(Chermglvoblenergo) and Arsenal (Sumyoblenergo) Two other tenders tor 
KhJfklvoblenergo dnd KYlvoblenergo have failed 

At tLr the resolution ot Mr Pustovoytenko dll tenders are stopped Accordmg to the 
m,LSS medlJ the authOrIzed auctIOneers of Donbasenergo (CredltAnstallt 
InvestmentBank) dnd Tsentrenergo (UnIon Bdnk of SWltzerldnd) can not reach an 
.lgreement With the Ministry of Fmance of Ukraine on conditIOns of their securIty 
lkpo::.lts lor the peflod of tender prepJrdtlOn ThIS meJns thdt no dctudl prepJratlon for 
open tenders of these energy generation compames IS bemg carned out until toddY 

--------------- Hagler BaIlly --------------
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MEMORANDUM P 2 

2 SALE ON EXCHANGES 

In June the SPF has failed to sell any of 7 energy distribution companies' share packets 
offered through the system of UkraInian stock exchanges Potential buyers, after havIng 
bid for all packets, expected the SPF to reduce prices of the packets dUring the tradIng 
sessions But even after the SPF had done so, the ask prices were much higher than 
quotations on the PFTS In the result all bids were withdrawn 

The SPF offiCials express their OpIniOn, that Instead of sellIng shares of attractive 
enterpnses for low pnces today, It should be better to keep them until the situatIOn on 
the stock market Improves 

3 PITS MARKET 

The week of June 15-18 brought new eVidences of deep depression on the Ukralman 
over-the-counter market The volume of sales made 2 57 min UAH equal The total 
dl.mdnd fell below I min and the total supply to 30 min UAH 

La\tern £wnomnt (Junc 22) The KAC Indices were not publlshl.d In Eastern Economl'>t 
thl!:l w<..l.k ProU-50 Woodl5 .lOd PFTS mdlcl.~ tdl by 2469'1:1 958% <lnd 1437'1., to 
5946, 802 ,lOd 34 74 respectlvdy Thl. enl.rgy !:ll.ctor tr.ldmg rl.'>ults In<..rl..lsl.d by 52 18% -
blve\tment Ga'l.t!tte (Junc 22) Thl::' wl.ek proved to be compl<.tcly .lSS l.xpt.cted M..lJorny 
of the m.lrket participants bdlevt. thdt there IS no ch..lnct. ot Improvement m the ne.lr 
fLlture Tht. bId pnces tor all stock:, dt.cre.I::'l.d while the sdlcrs tned to m,lInt.lIn thl. .l!:lk 
pn<..t.!:l on the same level, .llthough WIth no SUCCI.SS 

Delovaya Nedelya (June 22) [t m.lY bl.. s.ud that the energy shares remamed the only 
rl..1I1y liqUid ::.tock thIS Wl.l.k But thl. bId pncl.s tdl wnslderdbly Thl!:l WI.(.I-. 
Dmprol.nl..rgo h.ld thl. hlghl.st !:lprl...ld ot bid dnd .l::.k pnl..t.!:l thl.. bl.::.t bId pm.t. lor 
Dmprol.nergo shdrl..s dropped tWIt .. t. comp.lrcd to the prt.vlous wl..t.k <lnd W<l!) t.qu<ll to 40 
UAH pt.r shdre, thl. best ..lsk pncl.. mdde 110 UAH (spredd ot 109%) 

Dunng thl.. week ot lunl. 15 18 Dmprol.m.rgo sold at .l volumt. ot 18939500 
UAH (2 039 shares) Z.lkhldenl..rgo .. 206 000 00 UAH (14000) T::'l..ntrent.rgo 
9,850 00 UAH (18 000) KYlv"nl..rgo 30 I 312 00 U A H (237 085) 
Dnlproblenergo - 2 650 00 UAH (I00) .lnd Zhltomlroblenergo 609040 UAH 
(60904) 

Ple.lse see attached the ch.lrts refkctmg thl.. dat.l on pertorm.lnce of energy sector 
::.h.lres on PFTS The source of thl. end of-week ddt a was Eastern Economist 

~ CONCLUSIONS 

The companies Autoaltance-Invest ,lOd Arsen.lI are well known among partlclpdnts ot 
the Ukrainian stock market It IS most probable that both these compames which hdve 
bet.n actively bUYIng share packets ot various pnvatlzIng enterpnses on stock e'(chdnges 
.lOd via tenders In the past belong to the category of findnclal Intermedlanes and not to 
the strategic Investors And the potenttal strategic InVestors ,which make participation 
In the tenders dependent of chdnges In the legdl ..lnd rt.guldtory frdmework of the energy 

-------------- Hagler Bailly --------------
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MEMORANDUM P 3 

sector, can not (or do not want to) comprehend that these Issues do not belong mto the 
sphere of competence of the SPF representmg the officIal orgamzer of these tenders It 
can be assumed that the tenders for sale of Kharklvoblenergo and KYlvoblenergo share 
packets have faIled due to these specIfic reasons 

The abovementIoned facts allow to make a conclusIOn, that the decIsIon of the Pnme­
Mlmster V Pustovoytenko on suspendmg the tenders for sale of energy dlstnbutlOn 
compames' shares (mcludmg the announced ones), mIght be caused not by the necessIty 
to adjust the floor pnces of the share packets, but by the need to gIve more tIme to 
those wIlhng to submit bIds for shares of the companIes, tenders for whIch have been 
.llready announced Last time the deCISion on termmatlOn of tenders for sale of energy 
comp.lmes shares had been cancelled 25 days after ItS annoucement 

[t IS hard to expect that one more change of "ru[es of the game m the prIvatizatIOn 
process wtll cause the mcrease of foreIgn strategIc mvestors' actiVIty and the excessive 
number at their bids for p.lrtlclpdtlon m commercldl tenders It should dlso be 
mt..nttoned th.lt of 12 prevlou~ tenders conSidered to be successful only tWIce the 
Wlnnl!rs wt..re compamt..s-product..rs But, tht.. purchdse of Lutsk Bed.ftng Plant shd.fe~ on 
tt..ndt..r terms WdS the tinJI ~tJge In the dggresslve buy-out of thiS company by the SKS of 
Swt..ut..n .lnd tht.. oppo~ltlOn bt..twl..en thl.. LJ.FJrgt. (FrJ.nce) dnd GrJ.dobank Jftl..r the 
Fll..nt..h c;ompdny h,ld won thl.. tl..ndl..r Jnd tned to pdrtlclp,lte In the gent-HI meeting ot 
... 11 1l1.Ilolul..rs ot Mykol,lIv Cl..ml..nt Pldnt ~h.lres IS Jn e,(..lmple ot the dttltude ot Cl..rt.lIn 
Uh.r lIm.m <;h.trt..holdl.rs tow.lrds torl..lgn strdteglc Investors 

[t I:' mo ... t probdbk th,lt tht.. commt..rclJ.1 tendt..rs tor energy dlstnbutlon comp..lmes will 
bt.. rt..~umt..u In .1 ~hott pt..nod at ttml. Tht..re drc st..verdl eVidences dllowtng to mdkt.. thl:' 
,l:,<;umptlon 
I AnnOllnt,t..mt..nt 01 till. Mykol.lIvobkncrgo tt..ndt..rs contJlnl..d tht. non ~t.md.lrd 

tt..rm for ("onductlon 01 tim tl..nul..r 60 dJys m~tt..J.d ot 30 or 45 ,IS ll~U,t1 [n tl1l'> 
w.lY till.. SPF mIght try to rt..spond to tht.. it..ttl..r ot Minister Shl..bl..rstov whrl.. ht.. 
t..'(pr(,.~sed hl~ conCl..rn,> ,tbout the tlmt..lImlts tor submiSSIon ot tl..ndt..r bld~ 

., [t I'> h,lrd to bdlt..vt.. thdt thl.. pnct.. ot sh.tr(,. pdckt..t or Jmount of Invt.stmt..nt 
obllg,ltlons WIll bl.. ch,mgl..u tor 'mY at tht.. ,mnouncl..d tt..ndcrs A~ <;oon .1'> thl.. 
Intl..rl..:,tl..d p.1rtll..s will :,ubmlt tht..lr bid:, to the SPF ,md stdrt .1 l...lmpdlgn on 
contmUlng of tht. .lnnounced tl..fidl..rs Mlnl..nt.rgo SPF dnd CoM Will find .1 W.ly 
to do so Tht.. tdsk at !ll..curmg I 4 billion revenues to the st.lte budget from 
PrIVdtlzdtlOn wIll neVl..r be Il!vled of chdnged by thl! Govl!rnml!nt of Ukr.lme ThiS 
rl!Vl..nue IS vlt.lly ImportJnt tor the budget 

l-iab1er Bailly --------------
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Annex 1 

Type Company Tender Actual Sale Sale On Auction for Expected Cash Expected state Share 

" Depth, " Exchanges Cash (June Inflows- (from Sale Depth, % 
In June 10- July 10) Sale on % 

Exchanges) 

Z Dniproenergo 17 53 17 53 51 0 
F 

Donbaaenergo ~ 24 944 3344 51 
w 

Tsentrenergo z w 1764 17 64 51 
C) 

Zakhidenergo 1621 1621 51 
PnkarpattvaoblenerQo 35 3375 625 161930469 7500 25 
Chernlglvoblenergo 35 3137 853 2544 456 86 7490 25 
Lqganskoblenergo 35 3230 7533 391947489 7483 25 
Sumyoblenerao 36 3698 185 81920542 7483 25 
Poltavaoblenergo 36 3493 38 209912000 7473 25 
L V1voblenergo 35 3588 381 184758635 7469 25 
Odesaoblenergo 35 3256 665 346623869 7421 25 
Mykolalvoblenergo 40 2688 552 218923200 7240 25 
Kharklvoblenergo 35 234tl 890 570803191 6736 25 
Kylvenergo 3727 7733 209495244 4500 25 

z Khersonoblenerno 3301 699 165968882 4000 25 
0 Krlmenergo 2814 974 421175911 3788 25 F 
:l Chemlvtsyoblenergo 2824 6555 93049339 3480 25 ttl a: Donetskoblenergo 2336 704 576551140 3040 25 
I- Klrovogradoblenergo 20 4233 500 149220000 6733 51 II) 

a Ternoplloblenergo 20 4900 6900 51 
KYlvoblenergo 35 2397 5897 51 
Cherkaaayoblenergo 2286 2286 51 
Dnlprooblenergo 1851 1851 51 
Khmelnitakoblenergo 2572 2572 51 
Sevaatopolmiskenergo 1677 510 34284240 2187 51 
Vinnltaaenergo 214tl 2146 51 
Volynoblenergo 2598 2598 51 
Zakarpllttyaoblenergo 2086 2086 51 
Zaporlzhiaoblenergo 17 12 17 12 51, 
ZI!~omlroblenergo 2668 2668 51' 
Rlvneoblenergo 1122 1122 55 

TOTAL 40,710,09837 
I 

~~ 

The amount of expected cash mnows was calculated based on th-e nommal share value 

Hagle Balill 260698 
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Generating Companies 

Chartered 
Nominal 

Sale Padtetflx 
Enlerpmo Name 

Capltat 
Share 

Depth 
Auc1Ioner OpenToodor 

Tender 
Value 

TSENTRENERGO 92351 777 00 025 17 64 U8S X 24 
DNIPROENERGO 9809995000 2500 17 53 24 
ZAKHIDENERGO 12790541000 1000 1621 24 
DONBASENERGO 23644301000 1000 944 CroditAnstalt AG X 24 

Commercial Tenders 

Chartered 
Nominal 

Sale Tender (&1aI1Jng Tender Packet fix 
Enlerpl1$O Name Share 

Capital 
Valuo 

Depth dale) (ooding dale) Tender 

1 2 3 4 5 6 7 
Kl~QYOGRAOOBLENERGO 291144 000 00 1000 4233 0101197 311297 20 
TERNOPILOBLENERGO 1527204000 1000 4900 0110.97 311297 20 
S~YOBLENERGO 4428137400 100 3698 280498 280598 36 
CH~IGIVOBlENERGO 2982960600 100 3137 280488 280598 35 
PRiKARPATTYAOBLENERGO 2590887500 1250 3375 0605911 050898 35 
KHARKIVOBLENERGO 6413519000 1000 2346 120598 110898 35 
KYIVOBLENERGO 5204378000 1000 2397 l!II04911 120898 25 
ODESAOBLENERGO 5212389000 1000 3256 120598 260898 35 
LUGANSKOBlENERGO 5203073000 1000 3230 210598 280698 35 
LVIVOBLENERGO 4849308000 025 3588 270598 260698 35 
POLTAVAOBLENERGO 5524000000 250 34 93 2705911 280698 36 
MYKOLA/VOBLENERGO 3966000000 200 2688 17 08 98 180898 40 

'--
TOTALS 

E --- - ------.--- ------ _ - .. -.-.- _.----. ------.. -- _ .. - - ,,---------, Dlstrlb S 'AP dl, 

Chartered 
Nominal 

Sale Packet to!' T onder 
Enlllrprise Name 

Capital 
Share 

Depth (apprOYOd SAP) 
Stale Share 

Value 
ZHITOMYROBLENERGO 2038916525 025 2668 12 51 
VOL YNOBLENERGO 23863800 00 025 2598 20 51 
KHMELNITSK08LENERGO 3363784000 1000 2572 20 51 
CHERKASYOBLENERGO 3709833300 025 2286 30 51 
VINNITSAOBLENERGO 3097366000 1000 2146 0 51 
ZAKARPATTYAOBLENERGO 31 15081000 025 2086 20 51 
DNIPROOBLENERGO 5991617000 1000 1851 27 51 
ZAPORIZHYA08LENERGO 44 84000000 1000 17 12 27 51 
SEVASTOPOlMISKENERGO 672240000 250 1677 20 51 
RIVNEOBlENERGO 2082742000 1000 11 n 26 55 

lICCOnIing to the att/ciiJ 1nf00000aiJon of the SPF 
Amount tlfHlded for settlement of accounts payable In arrears plus replenIshment of current assels (6O-days lerm} 
Investment oblIgations for 3 5 years perIOd plus tinllllCUlf1 of SOCIal assets plus 8II'oIIrOIIIrIetBI measures 

Hagler Baiily 

Slate Share 

51 
51 
51 
51 

Packet Ask Poco 

8 
7,58770000 
503000000 
5941.29500 

1400000000 
939700000 

3213900000 
2551500000 
1825400000 
2526000000 
2226300000 
1986640000 
17 162 000 00 

202415 395 00 

- - - - - - -
Annu)( 2 

Short Term Middle-Term 
Total Investment State 

In\'OSment Investment 
Obliltations- Obligations'" 

Requirements Share 

9 10 11=9+10 12 
500000000 17 00 00000 2200000000 '., 
440200000 305400000 745800000 '., 

21000000 00 2800000000 49 000.000 00 '5 
1000000000 1176000000 27.76000000 '5 

500000000 1325000000 1825000000 '5 
2010000000 2776000000 4786000000 '5 
1380000000 17 80000000 31 80000000 '.1 
1000000000 5020000000 6020000000 '5 
1250000000 3830000000 5080000000 '5 
2000000000 3300000000 5300000000 '5 
17 200 000 00 4240000000 5960000000 '5 
620000000 1870000000 2690000000 '5 

14720200000 307 224 000 00 454 426 000 00 

26 Oh 98 
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Genco Share Praces, Volumes 

Weeks ending September 5. 1997 furu June 19. 1998 
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Oblenergo Share Prices, Volumes 

Weeks endmg September 5,1997 thru June 12, 1998 
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MEMORANDUM 

David Wolcott To 
CC 

FROM 

Svetlana Gohkova Tom Smith Jim Stanfield, Eric Haskms, John Kyle 

Andrei Goncharenko 

DATE July 13, 1998 

SUBJECT PrivatizatIOn & Stock Market Update Report 

Period June 29th - July I Qth 1998 

INTRODUCTION 

The end of June - beginning of July 1998 have brought the eVidence that pnvatlzatIon of 
energy dlstnbutlon companies continues although Its pace became slower The 
resolution of Pnme-MInlster Mr Pustovoytenko to suspend priVatization In power 
sector IS now applied to generatIOn companies only Considering the fact that the State 
Property Fund (SPF) has submitted to the ClbInet ot Ministers (CoM) a new version ot 
tilL Regulation on Open (lntLrn,ltIOndl) Tt..nders tenders for salc.. of 24°;;, of generdtlon 
wmp.mIL!:J may bt.. ~tdrtLd lrom tht.. bl.mk p.lgl. dnd the former counsdors (,lUctlont..t..rs) 
will hdvL to go through one mort.. tLOder tor ~t..kctlOn 01 tht.. duthonzed SPF 
rt..prl.st..ntatlvt..s entitled to wnduct thL!:Jt.. tenders 

ALcordIng to the SPF Acting Chdlrman Mr Bondar the SPF currently dn.dyses tht.. 
POSSibilIty to Issue AmLrlc.m Dt..posltory Receipts (ADR) for ItS shares tn pnv.ltlzl.d 
Lnterpnses and trdnster thL packets of energy generation companies sharLs to the 
duthonzed banks-sdlc..rs ,1S d coll.lteral whIch thLY further sell to mve~tors 

On June 29th the SPF Acting Ch.urman Mr Bond,lr had Signed the order approvmg the 
WInnLr 01 Sumyoblent..rgo tl.ndt..r - th\" company Arsl.nal dnd on June 30th two other 
ordLrs on WInners of ChcrnIglvobkncrgo ,md Pnkarpattvaoblc..nergo tcndt..rs -
WmpdnIeS AutodJlldncl. InvLst ,md UkrdlnIdn SLcuntles respectlvdy It ~hould bL 
mt..ntloned that the mdJor nv,li 01 thl. two IdSt WInners In respective tLnders h.ld been the 
'>.tme Investment compdny Liberty Markets 

On July 7th 1998 the UkrdlnIan PreSident has Issued a decree on foundatIOn 01 the 
Ndtlonal Agency ot UkrdInL tor Mdndgement ot State Corpor,lte RIghts The CdbInet 
01 Ministers IS assigned with the task to draft and approve the appropnate regulatory 
documents and prOVide sources ot finanCing for thiS agency at the expense ot other state 
duthontles responsible for thiS task currently (I e the SPF) wlthm the two-months term 
The premises office eqUipment and cars tor thiS agency should be obtained from the 
tormer OrganizatIOnal Committee of EBRO Annual Meeting In the future thiS agency 
might enter Into a contllct with MInenergo If the state shares will be transferred to the 
mdnagement of thiS mInistry by the SPF after pnvatlzatlOn of other shares of the energy 
companies as It was stipulated by the regulatory documents 

1 TENDERS 

The Winners of all three successtul tenders mentioned above were UkraInian Investment 
companies Both Autoalhance-[nvest and Arsenal are actively operating on the over-the­
counter market (PFTS-system) and regularly publish their stock quotations 

--------------- Hagler Bailly --------------
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MEMORANDUM P 2 

Other compames mentIoned 10 mass medIa (the same LIberty Markets) are also well 
known as partIcIpants In tenders for large share blocks of attractIve enterprIses, 
regardless of theIr sphere of busmess The LIberty Markets, for example particIpated m 
the tender for Zaponzhm Ferroalloys Plant (tender won by the off-shore Washmgton 
FoundatIon, results canceled by the Supreme ArbItratIOn Court tWIce on request of the 
LIberty Markets on AprIl 23rd 1998 and of the enterprIse management - m June 1998 1) 

The wmner of tender for 20% of Ternoptioblenergo - Prodexport had recently purchased 
22 15% of Sumy NVPO Frunze (one of the most attractive enterprIses m the mach me­
buildmg mdustry) 

2 SALE ON EXCHANGES 

The SPF had WIthdrawn shares of energy distrIbutIOn compames from trade m the stock 
exchange system The stock of seven Oblenergos was offered on different stock 
exchanges m June but even KYlvenergo shares, which were conSIdered to be the most 
,tttr,lctive ones, could not find <lny demand The general CrISIS of the Ukramlan stock 
m<lrket had forced the SPF to stop trymg to SL.II the energy sector sh<ln .. s lor prices 
v<cl..l.dmg theIr quotdtton,> m thL PFTS Most probdbly the ~tock of Lnl..rgy distributIOn 
l..OmpdmL.S wIll not rl.,tppl..,lr on thl.. '>toL.k LxchdngLs untIl thL m.trkL.t '>ltU.1tlOn Improvl..~ 
which Cdn hdrdly bl.. LxpLLtLd to h tppLn bdorc thL Lnd of ~ummLr 

3 PITS MARKET 

ThL wCLk of JunL 29-July 3 '>dW d growth of trddLrs dCtlvlty Through dUring thl'> WL.Lk 
thL. trc1dmg WetS morc dCtlVl.. th,m It Wet'> trough mo'>t ot Junl. d,uly tr 1dmg [( .. '>ult'> 
,>howed ,1 downwdrd trend L'>pecldlly tretdmg m corpordtc shdrc'> 

Lcntelll Lconomnt (July 6) ThIS wl.Lk KAC 20 (S) KAC-20 (W) ProU-50 Wood 15 dnd 
PFTS mdlces fell by 3 15'1., 3 13% 3 41 n;., 4 31 'Yr, ,md 501 % to 659 649 59 R3 754 md 
3261 rcspectlvely Thl. l..nL.1 gy sLctor tr,ldmg re:,ults mcrL<lscd by I 05 33'~ Il 

Thl. change ot the followmg L.nL.rgy c..ompdmL.S shdrL PrlCLS hdd thl. grl..,ltl..st mtluLnLL 
on the mdlces 

Dmproenergo -1625% (bId) ,md -1004'1., (dsk) Dntprooblenergo - 15°" (bid) ,md 
1035% (ask), KYlvenergo X I"" (bid) dnd -972% (dsk) T:,cntrl..nL.rgo - +869% (bid) 
<lnd -249% (dsk), and Zdkhldl..nergo - +0 39(Yr, (bid) dnd +2882% (<l:,k) 

[IIve\tment Gazette (July 7) In June the tradmg of Dmproenergo shares mdde 13";', of the 
total volume of PFTS corporate seCUrIties trddmg The current SltudtlOn on the over­
theOcounter market IS very slmtidr to the period between the end of summer begmnmg 
of autumn m 1997 The tradmg of corporate seCUrities was directly dffected by the 
PreSIdentIal Decree which granted tax privIleges to transactIOns with the state bonds 

Delovaya Nedelya (July 6) ThIS week only four compames were reallv buymg shdres 
Alfd CapItal, SIgma Wood&Company and Prospect Investments The over-the-counter 

I Investment Gazette # 23 as ot 160698 P 30 
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MEMORANDUM P 3 

market shIfted to "deals-bv-phone m the result of mspectIOn Imtiated bv the State 
CommIssIon for Secunties and Stock Market (SCSSM), whIch had an objective to 
reconcile the reportmg of major traders to the CommIssIOn and PFTS system WhIle the 
reqUirements of these two bodies dIffer, the actual figures reflectmg the tradmg of 
secuntles are 60% higher than those regIstered In the PFTS 

Durmg the week of June 29-July 3 Dmproenergo sold at a volume of 
3,404,29700 DAR (33 856 shares), Zakhidenergo - 134,20000 OAR (8,000), 
KYlvenergo - 302,430 80 UAR (250,409), Dmproblenergo - 131,92900 OAR 
(5614) 

Please see attached the chdrts reflectmg the data on performance of energy sector 
~hdres on PFTS as Annex 3 to this Memorandum The source of the end-of-week data 
WdS E.1stern Economist 

4 CONCLUSIONS 

Although l.1cmg the SdmL problems ,IS .111 othLr subjects of the Ukrdlmdn stock m.1rket 
tilL energy ~ector retdms It~ pO~ltlon ,IS tilL mo~t liqUid stock toddY ThL wmmLfcI.l1 
tLndLrs ,mnounced prevlou.,ly wntInllL dnd beforL thL Lnd ot July thLrL Sh'lll bL 
.mnouncLmLnt ot othLr wmnLr COmp.lmLS Among thL currently dnnounced tLnders thL 
mo~t mtLrestmg for potLnll,t1 blddLrs su_m to bL LVlvoblenLrgo dnd Odessdob!LnLrgo 
twdLrs As the LVldLncL 01 thL on-gomg procLss ot tLnders, I mu~t mention thL 
prolongatIOn of Mykol,uvob!LnLrgo tLndLr Announced on JunL 17th tl~ a 60-ddy 
commercial tender It ha~ oLLn extendLd to 90 d.1Ys dccordmg to the OffiCldl ~ourCL ot thL 
SPF - Vldomosty PnvatlzatsYI # 14 .1S ot July 8th , 1998 

The SPF Will most prob<lbly ce,lSL to offer l..nergy sector shares for sale through the 
"y'itLm of stock exchangl.~ .1t !L.1st until thL bLgmnmg ot autumn But thiS Will not ,tlfect 
thl. process ot commercial tLndLrs EnLrgobusmess as ot July 81h h.ls mLntlOnLd thdt thL 
ClomLt ot MInisters ot Ukr llnL (CoM) h,ls fin.1lly dPproved new versions ot sh,lre 
.1IloLdtlon plans (SAPs) ot Oblenl.rgos m which the state formerly IntendLd to hold 51'Y" 
.,h,lrL T dkmg Into the ,tccount .1 ~t.1nddrd schedule of documentary nows between thL 
CoM and the SPF these pl,m~ Will bL Officldlly transferred to the SPF m d week or two 
In thiS case we might hedr ,tbout thl.. new commercldl tenders for shares of the wergy 
dlstnbutIOn compdmes In the nedr future 

Consldenng the mentioned above I would lIke to mention the VISit of Hagler Bailly 
consult.lOts to Khmelmtskyoblenergo dnd Vmmtsaoblenergo last week Both these 
compames belong to the group of the compames, which had 51 % share subject to 
remaIn In the state property Managers ot these compames had mentioned that their 
proposals on revIsions to the SAPs were submitted to the Mmenergo and SPF m 
Febru.1ry-March 1998 They were not very enthUSiastIc about the prospects of 
pnvatlzatlOn but understood the Importance of thiS process for the budgetary polIcy of 
the state 

The Head of Khmelmtskyoblenergo secuntles and corporatlzatlOn Dept Mr Volyamk 
had mentIOned, that according to hiS mformatIOn the company which won 

--------------- Hagkr Bailly --------------
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MEMORANDUM P 4 

Ternoplloblenergo tender, IS some foreIgn entIty (and not the Ukralman Prodexport) 
He has also saId that that company had not started to fulfill Its Investment obligatIOns 

As for Khmelmtskyoblenergo, Mr Volyamk has mentIoned that financIal 
mtermedIanes, whIch were eager to buy ItS shares from the employees In late 1997 today 
seem to be not very Interested to do so But at the same tIme, preparIng to the first 
general meetIng of shareholders, scheduled for August 27th , hIs department receives 
telephone calls from legal entItIes WIllIng to register themselves as shareholders of the 
company 

PriVatizatIon of Khmelmtskyoblenergo was camed out accordmg to the Share 
AllocatIOn Plan approved by the SPF Order # 1060 as of January I, 1997 wIth changes 
mtroduced by the SPF Order # 486 as of March 13, 1997 The chart below Illustrates the 
pl,mned structure of company s stock dlstnbutlOn 

Share AllocatIon Plan 

II Certificate 
C Entepnse Auction (PPC) 

COthers 
management 5% 

10% • Exchange 

~~ii 

20% 
51% 

The preterentlal sale of Sh,lrl.S had to consist ot 5% to be sold to l.nterpnse m,mdgemt.nt 
tor c,lsh 5% - to enterprise managl.ment tor compen~dtlon certlticdtes (CC~) <md 10% -
to persons entitled to partlclpdte In thIS process 

The state should retam ownershIp of 51°1., plus I share 20% of stock WdS pldnned tor 
sale on commercIal tender terms and the leftover - through public sale (certJlicate 
ductlOns and stock exchanges) 

According to the He.1d of SecuritIes and Corpor.1tlzatlOn Dept of 
Khmelmtskyoblenergo Mr Volyamk although appr 4500 enterprise employees had 
partIcIpated In the preferentldl share sale only I 900 keep theIr shares .1t the present 
tIme 25 legal entities are 10 the list of Oblenergo shareholders according to the 
regIstrar's informatIOn The process of share buy-out from employees IS gOing on even 
today although Investment funds are not very active and do not offer high pnces for 
shares of employees BeSides the enterpnse employees, the list of persons entitled to 
participate In the preferential sale Included appr 800 employees of the Nuclear Power 
Pldnt and 400 represent.1tives ot Mlnenergo mstututlOns, not subject to pnV.1tlzatlon 

Hagler BaIlly --------------

( 

') 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

MEMORANDUM P 5 

In the result of preferentIal sale the Oblenergo had allocated 17% of Its stock Accordmg 
to the estImates of Mr VolyanIk the preferential sale partIcIpants currentlv possess 
nearly 7% of shares The next chart reflects the actual ownershIp structure of the 
company 

Actual Share Dlstnbutlon 
PartICipants of 

Pref Sale 
Process 

Legal Entrtres 7% 

CertIficate 

Auctron (PPC) Exchange 
5% 4% 

51% 

Thl- e.xampk ot Khmelnlts[..yobknergo may bl- applicable to the majorIty of e.ne.rgy 
dIstrIbutIon companIes m the. ml-anmg, that the enterprIse managers, cmployees • .md 
othl-r persons entItled to p.lrtlclpatl- tn the. preft..rentlal share sail. tn thl-Ir maJonty have 
.tlready sold theIr shares to legal e;.ntltles If thIS IS true, the company whIch wms a 
wmmerclal tender, mIght bl- dctually owntng approxImately 50% ot an Oblenergo .lOd 
not 35-40% offered for a te.nder 

Attachments to thIS Memorandum contatn the followtng InformatIon 

Annex I reflects thl- latest changes In prIvatIzatIOn status of energy generatIOn 
dnd dIstrIbutIOn companIe.s The shddmg was applied to the on-gOIng COmml-fLldl 
tenders PrIkarpattyaoblencrgo ChernIglvoblc.nergo and Lugd.nskoblenergo .Ire 
In Itdllcs to segrLgate these COmp.InICS commerCIal tenders for whIch were 
successful The companIes dre dlstnbuted In two groups accordtng to tht.. stdte 
share In theIr equltv cdpltal as speCIfied In theIr share allocatIOn plans 

2 Annex 2 contains three tables WIth tnfOrmdtlon on prIvatIzatIOn of three speCIfic 
groups of companIes PrIVatIzatIon of generatIon companIes IS currently 
suspended The second table Includes eleven dIstrIbutIon companIes The tenders 
for shares of the first five companIes were announced successful (marked WIth 
shadIng) Results of tenders for other SIX companIes wIll be announced tn the 
near future (except for Mykolalvoblenergo, postponed untIl September) The last 
table tncludes the companIes, whIch have 51% of shares owned by the state 
Tenders for shares of these companIes attracted no Interest of potentIal buyers In 
1997 KYlvoblenergo and Kharklvoblenergo were excluded from the table WIth 
tender results after theIr offiCIal cancellatIOn caused by the lack of bIds 

3 Annex 3 consists of four pages With charts reflectmg the tradmg of energy sector 
shares through the PFTS In 1997 - 1998 

--------------- Hagler BaIlly --------------
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Annex 1 

Type Company Tender Actual Sale Auction (or Expected State Share 
% Depth % Cash (June Sale Depth % 

10 July 10) % 

z Dniproenel1Lo 17 53 1753 51 0 
i= 

Donbasenergo 24 944 3344 51 C2 w 
Tsentrenergo 1764 17 64 z 51 w 

(!) 
Zakhldenergo 1621 1621 51 
Pnkarpattyaoblenergo 35 3375 7500 25 
Chermglvoblenergo 35 3137 7490 25 
Luganskoblenergo 35 3230 7483 25 
Sumyoblenergo 36 3698 7483 25 
Poltavaoblenergo 36 3493 7473 25 
LVlvoblenergo 35 3588 7469 25 
Odesaoblenergo 35 3256 7421 25 
Mykolalvoblenergo 40 2688 7240 25 
Chemlvtsyoblenergo 36 2824 7080 25 
Kharklvoblenergo 2346 3236 25 

z Kylvenergo 3727 4500 25 
0 

Khersonoblenergo 3301 4000 25 i= 
~ Knmener{!o 2814 3788 25 m 
ii: Donetskoblenergo 2336 3040 25 
I- Klrovogradoblenergo 20 4233 500 4733 51 en 
C Ternoplloblenergo 20 4900 4900 51 

Kylvoblenergo 2397 2397 51 
Cherkassyoblenergo 2286 2286 51 
Dnlprooblenergo 1851 1851 51 
Khmelnltskoblenergo 2572 2572 51 
Sevastopolmlskenergo 1677 510 2187 51 
VmOltsaenergo 2146 2146 51 
Volynoblenergo 2598 2598 51 
Zakarpattyaoblenergo 2086 2086 51 
Zaponzhlaoblenel1Lo 17 12 17 12 51 
Zhytomlroblenergo 2668 2668 51 
,fuvneotJlenergo 1122 

-
11 22 ~_ 55 

~ 
Hagler Bailly 130798 
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Chartered 
Nominal 

Sale Packet 'Of Enterpnse Name 
Capital 

Share 
Depth 

AuctlOfler Open Tender 
Tender 

Value 
TSENTRENERGO 92351177 00 025 1764 suspended 24 
DNIPROENERGO 98 099 950 00 25 OC 175 suspended 24 
ZAKHIDENERGO 127905410 00 1000 1621 suspended 24 
DOt.jIlASENERGO 236 443 010 00 10 00 944 

- _ ~usJlllflded '--------
24 

Commercial Tenders 

Chartered 
Nominal 

Sale Tender (startll"lg Tendef Packet 'Of Enterpnse Name Share 
Capital 

Value 
Depth date) (ending date) Tender 

1 2 3 4 5 6 7 
KIROVOGRADOBLENERGO 29844000 00 10 00 423 01099 3112.97 ~ 
TERNOPILOBLENERGO 1527204000 1000 490( 011097 311297 2( 

SUMYOBLENERGO 4428137400 100 369f 2804911 280598 3E 
CHERNIGIVOBLENERGO 2982950600 ,00 313 280498 280598 3~ 

PRIKARPATTYAOBLENERGO 2590887500 125(J 33 7~ 060598 050698 35 
ODESAOBLENERGO 5212389000 1000 3256 1205911 260698 35 
LUGANSKOBLENERGO 52 030 730 00 10 00 3230 27 05 911 260698 35 
LVIVOBLENERGO 48493 080 00 025 3588 2705911 260698 35 
POLTAVAOBLENERGO 55240 000 00 250 349 27 05 911 260698 31) 
CHERNIVTSYOBLENERGO 1419517000 1000 282 17 06 98 17 07 98 36 
MYKOLAIVOBLENERGO 39660 000 00 200 26 Bf 17 06 911 1509911 40 

'----------
TOTALS 

-~.-. 

._ ••• _________ • ___ ••• ______ •. _._,. __ ....... _ •• _. _,._ - _' __ PO., 

Chartered 
Nominal 

Sale Packet 'Of Tender Enterpnse Name 
Capital 

Share 
Depth (approved SAP) 

Slate Share 
Value 

ZHITOMYROBLENERGO 20 38916525 025 2668 12 51 
VOL YNOBLENERGO 23863800 00 025 2598 20 51 
KHMELNITSKOBLENERGO 3363784000 1000 2572 20 51 
CHERKASYOBLENERGO 37 098 333 00 025 2286 30 51 
VINNITSAOBLENERGO 30973660 00 1000 2146 0 51 
ZAKARPATTYAOBLENERGO 31 150 810 00 025 20 86 20 51 
DNIPROOBLENERGO 59916170 00 10 00 1851 27 51 
ZAPORIZHYAOBLENERGO 44 840 000 00 10 00 17 12 27 51 
SEVASTOPOLMISKENERGO 6722400 00 250 1617 20 51 
~BLENERGO 20 827 420 00 1000 1122 26 55 

aCCOrding to the offiCial Informallon of the SPF 
Amount needed for settlement of accounts payable In arrears plus replentshment of current assets (6O-days term) 
Investment obitgaliOns for 3-5 years penod plus finanCing of SOCial assets plus enVIronmental measures 

Hagler Bailly 

State Share 

51 
51 
51 
51 

Packet Ask Pnce 

8 
7587700 00 
503000000 
594129500 

1400000000 
939700000 

18254000 OIl 
25260 000 00 
2226300000 
1986640000 
5110 000 00 

17162000 00 

149 871 395 00 

- - - - - - -
Annex 2 

Short Term Middle-Term 
Total Investment State 

Investment Investment 
Obhoahons Obhoatlons 

ReqUirements Share 

9 10 11=9+10 12 
500000000 1700000000 22000 0000 51 
440200000 3054000 00 7456000 04 51 

21000000 00 28000000 00 4900000004 , \ 25 
1000000000 17760000 00 27760000Qt 1 11.'125 
500000000 13250000 00 1825000004 .J: .. ~ 25 

10 000 000 00 50 200 000 00 60200 000 00 25 
12500 000 00 38300 000 00 50 800 000 00 25 
2000000000 33000 000 00 53 000 000 00 25 
17 200 000 00 42400 000 00 59600 000 00 25 
3060000 00 7140000 00 10200 000 00 
8200 000 00 18700 000 00 26900 000 00 25 

116362 000 00 268 804 000 00 385 166 000 00 

130798 
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Oblenergo Share Prices, Volumes Annex 3 (b) 
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To 

CC 

FROM 

DATE 

SUBJECT 

MEMORANDUM 

DavId Wolcott 

Svetlana GolIkova Tom SmIth JIm Stanfield ErIC HaskIns John Kyle 

AndreI Goncharenko 

July 28, 1998 

PrIVatIzatIOn & Stock Market Update Report 

PerIod July 13th - July 24th, 1998 

INTRODUCTION 

The second half of July brought new eVIdences that the Government of Ukrame hopes to get as 
much revenues to the state budget from prIvatIzatIon as possIble The Cabmet of Mmlsters and 
State Property Fund approved new regulatIons on open tenders for sale of shares of strategIc 
enterprISes (applIcable to generatIon companies) and new share allocatIon plans (SAPs) for all 
companIes whIch prevIOusly had 51 % to remam owned by the state reducmg the state share • .md 
lllowlng to Increase the sIze of share packets to be offered for commercIal tenders 

rhl.. CJ.bml.t of Mmlstl.rs ot Ul-..rJ.ml. h.ld approved thl. tollowmg Rl.solutlons on July 3'd ## 515 
5 16 519 520 521 523 524 525 .lnd 526-p l.hangmg the state :.hare to 25%+ I share m 
Tt.rnopiioblenergo Klrovogradoblcnergo Zhltomlroblenergo Cherkasyoblenergo 
Z.lkarpattyaoblcnergo Khmelnltskobl<..nl.rgo KYlvoblenergo Volynoblenergo and 
~ev1stopolmlskent.rgo respectIvely 1nd ResolutIons ## 555-p 557 and 563-p as ot July 10lh 
1998 changmg the state share to 25%+ I share In Vmnltsaoblenergo Rlvneoblenergo 
L.lporIzhIaoblenergo 

Now the spr IS responSIble to change the share allocation plans ot all these companll.S and st.ll 
their shares through commerCIal tenders On July 131h the SPF Issued the Order # 1370 on 
changes to Genco SAPs as follows 

• Tsentrenergo - 24% for opl.n tender trom 0 I 0898 to 01 II 98 (formerly 0 I 0 I 98-31 05 98) 

• Dnlproenergo - 24% for non-comml.rclal tender ending 0 I 10 98 (forml.rly 0 I 01 98 -
300698) 

• Donbasenergo - 24% for open tender endmg 31 12 98 

• Zakhldenergo - 24% for open tender endmg 01 02 99 

It should be mentioned that the management of Dnlproenergo had successfullv mSlsted on sellmg 
the shares of the company on non-commercIal tender mstead of the open one WIth foreign 
111ctloneers (adVisors) 

The PresIdential Decree # 736 as ot July 41h On Regulation of Certam Issues Related to the 
Process of Management of Objects m State Property was publIshed only In the second half of 
July ThiS Decree will completely change the privatizatIOn process It could be vetoed or changed 
by Verkhovna Rada (VR) but the deputies paid no attentIOn to thiS decree and consequently It 

---------------- Hagler BaIlly ----------------
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MEMORANDUM P 2 

will become a law on August yd To emphasize the meaning and Importance of this Decree 
would lIke to mentIOn only one fact 

The last sessIOn of VR before vacations was mostly dedicated to diSCUSSing and approval of the 
Law On PreventIOn of MishandlIng of State PropertY In the Course of CreatIOn of NaftoGas 
UkralnY Company The VR had banned to transfer state shares In privatized enterprISes property 
of state enterprises pipelines etc to the statutory fund and to management ofNaftoGas UkralnY 
thus making this potential monopohst on thew fuel market Virtually conslstmg of the 
headquarters onlyl But as soon as the Decree # 736 will be enforced as a law the Cabinet of 
Ministers will need no approval of VR to transfer all the mentIOned property and more to 

diSPOSitIon of the same NaftoGas UkralnY 

Fulfillmg the orders of the Cab met of MinIsters of Ukraine the SPF had requested from all Jomt­
stock compames havmg over 10% ot their equity m the state ownership to call general 
~hareholder meetings wlthm a three-week term2 and add to their statutory documents a proVISIon 
'>tlpuhtmg obligatory allocatIOn ot at least 25% ot the net profit for payment of diVidends In this 
w ly the state IS trymg to secure an J.ddltlOnal source of cash mflows mto the state budget 

TENDERS 

rIUl,l, nl,W comml,rcJaI tl,ndl,r~ WUl, succl,sstul IJ.st wet..k though no tormal announceml,nt hi!> 
bl,l,l1 publl'>ht.d !\l,cordmg to thl, mtormal sources tht.. otficlal orders appomtmg wmn< .. rs ot 
tUllkrs for LVlvobkncrgo (Pnvat-BanJ...) and Poltavaoblcnergo (not disclosed) have bl,t.n alrcady 
... Ignl,o 1I1d thl, ordl,r appomtmg Odessaoblcncrgo wmnl,r IS pl,ndmg3 The rl,sult of 
LugJ.n<;kobknl,rgo tendl,r I!> stili not ckar although this company IS thl, one ot thc most lttractlVl, 
111 thl, pOWl,r dl!>tnbutlOn Sl,ctor ot U\"rlme 

I\ltl,r pO'itponmg the l,ndmg d Itl, of thc Mykohlvoblenergo tcndcr tor 30 days (trom 60 to 90 
J IV'» thl, 'iPf h 10 llso ch 1I1gl,d thc tl,rm for Cht..rOlvtsvoblenergo tender from 30 to 90 days too 
It loo\..s 1Ikl- thl, trl,nd which wlil bl, Ipplll,d 10 the futurc to .111 commercial tenders tor ~harc~ ot 
I..I11,rgy dlstnbutlon companl\,.<; 

2 PFTS MARI\ET 

[hl, wl,cks 01 July 6 - 10 1I1d Julv 13 - 17 were vt..ry different The over the-counter market 
... t Iblilzcd atter manv weeks 01 declm\" m the week 01 June 13 - 17 Tradmg 01 corporate shares 
1I11,r\"a~eo by 803 64% compared to the week of July 6 - 10Th\,. onlv pOSSible e"<planatlOn 01 the 
'>tlbIllzatlOn and certam growth at thl, market can be allocation ot the IMF loan to RUSSia This 
Illows makmg .tn assumptIOn that II Ukrame will obtam ItS EFF credit from the InternatIOnal 
Monetary rund the stock mark.et may contmue growmg Otherwise the market wlil e"<penence 
lnother tall 111 the near tuture It IS necessary to mention that VR had declined the PreSidential 

1 It should be mentIOned that to proVide the premises for office ofNatloGas Ukramv CoM has ordered to move 
uut the MInistry for SOCIal Protection wlthm a seven day term 

I nvestment Gazette as ot July 21 ,I 
1 It IS bl.mg saId that behmd a company whIch will become the wmner of Ode sao bien ergo tender stands a 
multmatlonal consortIUm of foreIgn mvestors mcludmg EdF ABS and US Latm American and European 
Investors whose names are not disclosed 

Hagler Balllv ----------------



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

MEMORANDUM P 3 

Decree exemptmg purchase-sale transactions with mternal debt bonds (OVal) from taxation 
This might raise the attractiveness of the corporate shares for international Investors 

Eastern EconomIst (July 20) The KAC-20 (S), KAC-20 (W), WoodIS ProU-50 and PFTS 
Indices grew by 64%, 63%, 74% 55% and 251% to 785, 756,817,646 and 3625 
respectively KAC-Energy Index grew 733% to 293 due to the growth of pnces for shares of 
three generation compames DnIproenergo 56 06% (bid) and 2 36% (ask), Tsentrenergo 18 2% 
(bid) and 93% (ask) and lakhldenergo 404% (bid) and -1 04% ask But, considering the 
announced mtentIOn of the SPF to offer shares of generation companies on stock exchanges m 
August traders will probably try to dnve down the prtces for these shares to buy them cheaper 
trom the SPF 

Investment Gazette (July 20) In the week of July 13 - 17 trading with the shares of energy 
compames made 586% of the total volume of trade In PFTS Trading of DnIproenergo shares 
reacheed 28 75% of the total turnover In PFTS The stock market finally has shown some hints of 
hfe and may be on Its way to Improvement 

DUring the week ot July 13 - 17 DnIproenergo shares sold at a volume ot I 787 181 97 
UAH (18000 shares) Tsentrenergo - 584 429 76 UAH (747 004) Donbasenergo-
220400 U/\! I (23 000) l.lklmknergo - 16325041 UAH (II 200) KYlvent..rgo-
28660000 UAII (213 000) Luganskoblenergo - 200 000 UAH (20000) 
KharklvoblL.m.rgo 195 00000 UAH (20 000) Donetskoblenergo - 190000 UAH 
(120 000) and Dmproblenergo - 15 377 25 UAH (609) 

Please see attach~d the charts renectIng the data on performance of energy sector shares on 
J>rTS as Annex 3 to tim Memorandum The source of the end-ot-week data was Eastern 
[conomlst 

3 CONCLUSIONS 

R~cent developments In th~ ~phere ot energy sector privatizatIOn C1n cause multlplL. disputes and 
disagreements between the executive and legislative powers In the near future Th~ functIOns ot 
the 'iPF will be dubbed by the Agency tor Management of State Corporate Rights (entity 
l.!>tabhshed by the Pre~ld~nt s D~cree as of July th) The President will v~to deCISions ot 
Verkhovna Rada contradicting to hiS decrees (hke the one establIshing Naftogas UkraInY) and 
vlceversa And the Cabinet ot Ministers will be much more active regulating the privatization 
process and grantmg the rights to manage state shares In privatized companies to those whom It 
conSiders to be worthy 

The results of shareholder meetings Initiated by the CoM and SPF might be very dlscouragmg 
The persons (entities) controllmg the newly privatized companies may either refuse to oblige 
themselves to pay diVidends In the amount of 25% of the net profit or make a company 
unprofitable' or Simply fall to partiCipate m the meeting But In those compames which have 

over 60% of shares owned bv the state the general meeting of shareholders will be conducted 
~ ven I f there Will be no other person present except for the SPF representative and these 
compames will have a correspondmg requirement on diVidend payment In their charter 
documents More than a halt of power sector compames subject to privatizatIOn definitely 
belong to the last category 

--------------- Hagler BaIlly ---------------
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MEMORANDUM P 4 

On July 21 I had an Informal meeting wIth DnIproenergo Head of Corporatlzatlon Department 
Mr Bochkarev He had explained hIs VISIOn of the prospects of prIvatIzatIOn of power 
dIstributIOn and generatIon sector, and told specIfic facts related to hIs company Mr Bochkarev 
belIeves that the only successful tender for generatIOn companIes wJll be the non-commercIal 
tender for Dnlproenergo AccordIng to hIs pOint of vIew the DnIproenergo managers have better 
and more realIstIc approach to the Idea of Investment oblIgatIOns than anyone else DnIproenergo 
InSIstS that the Investment oblIgatIons must mean mvestment mto constructIOn of new facIlIties 
Instead of repaIrIng the old ones The company has lO-year plan of construction of three 
completely new blocks Later, the currently workmg facIlIties would be replaced wIth new ones 
Mr Bochkarev also said that the company management IS eager to enter Into the US OTe market 
wIth ADRs ot the 151 level although the benefits of thIS action wIll go to the state budget But 
Dnlproenergo wIll benefit from thIS transactIon In two-three years when It plans to make a 
second Issue of shares and sell them through ADRs of the 3rd level on the US market Bot he and 
the company's dIrector Mr Bondarenko confirmed that Dnlproenergo IS contmulng to sell shares 
on preferentIal terms to employees of Energoatom (state entIty managmg nuclear power stations) 
. .md has to sell to them 25% more shares (To compare promotmg the wIllIngness to Increase 
budget revenues trom privatIzatIon the SPF plans to sell through stock exchange system 063% ot 
Dnlproem .. rgo) 

Alt1chml..nts to tim. Ml..monndum contam the toll OWIng Intormatlon 

3 

Ann! .. x I reflects the latest changes In privatIzatIOn status of energy generatIon .lOd 
dl~trlbutlon companIes It IS po~slbh... to make an assumptIon that 10 SIX top distrIbution 
companll..S Investor (Investors) stand 109 behInd the WInner of tender already has a 
majorIty share The next group ot three companies Includes Luganskoblenergo because 
thl.. tendl..r results tor which an .. stIli unknown and Mykolalv- and Chernlvtsyoblenergo 
With postponed endmg dates ot tenders The last group Includes all other companies 
share alloc1tlon plans ot which wIll be changed by the SPF In the near future The fourth 
column contaInS the figures reflecting the size of share packets which could be 
potentIally offered for nl..W tenders 

Annex 2 contaInS the lIst of offiCial WInners ot commercIal tenders for shares of energy 
distribution companies It should be mentioned that there IS no offiCIal (publIc) 
Intorm1tlon on the sources ot tinanclng and real buyers of the shares There IS also no 
IntormatlOn whIch confirms fulfillment of Investment oblIgations by any of the WInners 
[n the table the short-term Investment oblIgatIons were added to the InitIal (ask) price for 
share packets Both payments add nothing to the value of the company and represent 
actua II y the amount 0 f cash to be paId by an Investor for the shares 

Annex 3 consIsts of four pages With charts reflectmg the trading of energy sector shares 
through the PFTS In 1997 - 1998 The charts contam mformatlon on those companies 
only whIch were actually traded durmg the week of July 13 - 17 

---------------- Hagler Bailly ----------------
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Annex 1 

Type Company Tender Actual Sale Expected Available Shares State Share % 
% Depth, % Sale Depth % 

% 

z Dmproenergo 24 17 53 51 0 

~ Donbasenergo 24 944 51 
w 

Tsentrenergo 24 17 64 51 z 
w 
C) Zakhldenergo 24 1621 51 

Sumyoblenergo 36 7298 202 25 
Poltavaoblenergo 35 7093 407 25. 
L vlVoblenergo 35 7088 412 25 
P"karpattyaoblenergo 35 5875 625 25 
Odesaoblenergo 35 5756 744 25 
Chemlglvoblenergo 35 6637 863 25 
Luganskoblenergo 35 3230 6730 25 
Chermvtsyoblenergo 36 2824 6424 25 
MykolalVoblenergo 40 2688 6688 25 
Rlvneoblenergo 1122 6378 25 

z Sevastopolmlskenergo 1677 5823 25 
0 

Zaporlzhiaoblenergo 17 12 5788 25 j:: 
:J Dmprooblenergo 1851 5649 25 a:I 
ii2 Zakar~a!tYaoblenergo 2086 5414 25 
I- Vmmtsaoblenergo 2146 5354 25 en 
25 Cherkassyoblenergo 2286 5214 25 

Donetskoblenergo 2336 5164 25 
Kharklvoblenergo 2346 5154 25 
K1'Ivobienergo 2397 5103 25 
Khmelmtskoblenergo 2572 4928 25 
Volynoblenergo 2598 4902 25 
Zhytomlroblenergo 2668 4832 25 
Knmenergo 2814 4686 25 
Khersonoblenergo 3301 4199 25 
KYlvenergo 3727 3773 25 
Klrovogradoblenergo 20 4233 3267 25 
Temoplloblenergo 20 4900 2600 25 

280798 

""\ 
~ 



-----------~-------

-l 
~ 

List of Wmners m Commercial Tenders for Energy DistributIOn Companies' Shares 

Company 
Equity Wmnerof 

Ask Price 
Short-Term 

Total (UAH) Total (USD) 
Share Tender Obligations 

Klrovogradoblenergo 20% Investment 
Company 758770000 500000000 1258770000 $ 596573460 
PRODEXPORT 

Ternoplloblenergo 20% 
First Ukrainian 
Pnval.Jzatlon Fund 

503000000 4402,00000 943200000 $ 4,47014218 

Pnkarpattyaoblenergo 35% Ukrainian 
9397,00000 500000000 14,39700000 $ 682322275 

Securities 
Chermglvoblenergo 35% Autoalhanee-

1400000000 10,00000000 2400000000 $ 11,37440758 
Invest 

Sumyoblenergo 36% Investment 
Company 594129500 21,000 000 00 2694129500 $ 12,768 386 26 
ARSENAL 

Poltavaoblenergo 35% nfa 1986640000 17 200 000 00 37 066 400 00 $ 17 567 01422 
L vlVoblener\10 35% Pnvat Bank 2226300000 20000 000 00 4226300000 $ 20 029 857 82 
Odesaoblenergo 35% Consortium 

1825400000 1000000000 2825400000 $ 13 390 521 33 
Overeon 

~----- --~.- .. - ~- ------- '-----~------ ---- ------

Annex 2 
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To 

CC 

FROM 

DATE 

SUBJECT 

MEMORANDUM 

David Wolcott 

Svetlana Golikova, Tom Smith, Jim Stanfield, Eric Haskms, John Kyle 

Andrei Goncharenko 

August 11 1998 

Pnvatlzatlon & Stock Market Update Report 

Period July 27th - August 7th, 1998 

INTRODUCTION 

The end of July - begmnmg of August brought new eVIdences of the on-gomg priVatIzatIon 
process m the energy sector After the reVISIon of condItions regardmg the state share to be 
retamed m the power distributIOn compames (Oblenergos) by the Cabmet of Mmlsters (CoM), 
the State Property Fund (SPF) has approved new share allocatIOn plans for 10 Oblenergos and 1 
generatIOn company (Donbasenergo) on August 4th, 1998 

In relatIOn to thIS fact It should be emphaSized, that the Mmlstry of Energy (Mmenergo) launched 
a campaign promotmg the non-commercial tenders as the best method of pnvatlzatIOn of the 
energy distributIOn compames ThiS method IS bemg strongly supported by the Mmenergo 
Mimster Sheberstov himself At the press conference on Friday, July 31 st and later he repeated 
that Mmenergo had drafted a proposal to replace the commercial tenders for sale of Oblenergo 
shares WIth non-commercial ones, and submItted thiS proposal to CoM for approval 

There are also certam changes withm the management of the SPF Mr Bondar has returned to 
full-time work as the Actmg SPF Chairman after a rehablhtatIOn penod follOWIng hiS Illness and 
blamed Mr Kryukov (the actmg SPF Chairman dunng the penod of Mr Bondar's absence) for 
unsuccessful ImplementatIOn of the privatizatIOn program durmg thiS perIOd The dIsputes 
between Mr Bondar and Mr Kryukov actively pubhshed and commented by the sources of 
mass-medIa resulted With the announcement of the Pnme-Mmlster Mr Pustovoytenko that the 
Government of Ukrame (GoU) mtends to ask the PreSIdent of UkraIne to dIsmiSS Vltahy 
Kryukov from the POSItion of the SPF FIrst Deputy Chairman, which he occupIed before the 
Illness of Mr Bondar 

Havmg approved new procedures for selectIOn of the authonzed auctIOneers for open 
(mtematIOnal) tenders and for conductmg of such tenders and gettmg them regIstered With the 
Mmlstry of Justice, the SPF has pubhshed an extract from the share allocatIOn plan of 
Donbasenergo After seiling 24% via an open tender WIth an authonzed InternatIOnal auctIOneer 
by October lOth, 1998, 10 15% of the shares should be sold on non-commercIal tender terms for 
cash by February 1st 1999 and 51% - retamed m the state ownership 

1 TENDERS 

After the offiCIal approval of LVIvoblenergo and Poltavaoblenergo commerCIal tenders' results 
the SPF has pubhshed the results of Luganskoblenergo tender appoIntmg the offshore company 
Verrona Plus as a wmner of thiS tender ThIS means that currently SIX energy dIstnbutlOn 
compames have theIr majority share (over 60%) m the private property (See Annex I) 

---------------- HaglerBaIlly ----------------
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MEMORANDUM P 2 

The HIghest ArbItratIOn Court of Ukrame (HAC) has temporanly demed the SPF the nght to SIgn 
a purchase-sale agreement for 35% of Odesaoblenergo shares With Overcon ConsortIUm which 
IS the offiCial wmner of correspond 109 commercial tender One of the other bidders for tender 
the offshore company FS Tradmg Ltd claImed to the HAC that the SPF decIsIOn IS Illegal The 
HAC sessIOn IS scheduled for August 20th 1998 ThIS IS the first tIme the results of commercIal 
tenders for energy dlstnbutlOn compames were appealed agamst 10 court 

The newspaper Busmess on August 10lh 1998 has pubhshed an artIcle commentmg the SItuatIOn 
WIth Odesaoblenergo tender and general status of energy dIstnbutIOn compames pnvatlzatIOn! 
The company FS Tradmg Ltd accuses the SPF 10 appomtmg Overcon ConsortIUm as a winner of 
the tender although FS Trading offered higher pnce for share packet The pOint of dIspute IS a 
prOVISIOn on reqUIred expenence In the mdustry, whIch the company FS Trading Ltd eVIdently 
lacks 

2 PFTS MARKET 

The PFTS (over-the-counter) market was growmg durmg the end of July 1998 The growth was 
caused by the sharp Increase of pnces In the week of July 20-24 Next week (July 27-31) the 
prIces of stocks have declined but the volumes have grown SIgnificantly The IMF mIssIon 
recommendatIon to grant the $2 2 bllhon EFF loan to Ukrame has lead to Increase of the over­
the-counter market traders' actIvIty 

Eastern Economist (July 27) (The week of July 20-24) The KAC-20 (S), KAC-20 (W), 
Woodl5 ProU-50 and PFTS mdlces grew by 662%,109%,61%,179% and 130% to 837, 
838 867 76 16 and 4098 respectIvely KAC-Energy mdex grew 8 53% to 318 BId and ask 
pnces for shares of all generatIon compames grew Though the shares of Dmproenergo took the 
first place among corporate seCUrItIes for volumes of sale (2 24 mn of 4 mn total volume of 
corporate secuntles trading), actual deals were made after 5pm of the prevIOus FrIday and 
appeared In the report on Monday of the followmg week According to Dmltry Tarabakm 
(Wood&Co) there were no longer any compames, wlshmg to sell Dmproenergo shares The 
traders began to get mcreasmgly mterested 10 Zakhldenergo shares, theIr bId and ask pnces 
mcreased by 61 2% and 25 7% respectIvely 

Eastern EconomIst (August 3) (The week of July 27-31) The KAC-20 (S), KAC-20 (W) and 
PFTS mdICes fell by 3 1% 5 1% and 4 1% to 811, 795 and 3929 respectIvely The ProU-50 
mdex grew by I 6% to 77 37 The trade of corporate secuntles equaled to 9 64 mn UAH of 14 58 
mn total volume of PFTS tradmg KAC-Energy Index grew 5 03% to 334 The pnce changes of 
energy sector shares were the most mfluentlal on the major mdlces In the first half of the week 
pnces of power generatIOn compames decreased, but 10 the second one - grew agam (followmg 
the trend of the prevIous weeks) and overall mdustry mdex was up Trader mterest contmued ItS 
estabhshed trend by preferrmg first of all Zakhldenergo, Dmproenergo and Tsentrenergo stocks 
WIth Donbasenergo brmgmg up the rear Two dlstnbutlon compames were traded thIS week 
KYlvenergo was more popular WIth bId pnces growmg by 84% and ask pnces - by 857% The 
bId pnces for Dmprooblenergo grew by 3 24%, ask pnces - fell by 16 67% 

I Busmess # 32 (291) as of 08/10/98 p 29 ExperIence AgaInst Cash?' by Savely GarshvIn 
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MEMORANDUM P 3 

The week of July 27-3 I the PFTS Trade Committee decided to add Tsentrenergo Donbasenergo 
and KYlvenergo stocks mto the first PFTS IIstmg level The nme compames with this level of 
lIsting currently are the followmg Dmproenergo Zakhldenergo, Tsentrenenergo, Donbasenergo 
and KVlvenergo (energy), UkrNafta (011 and gas), Nlzhnyodmprovsk and Khartsyzsk Plpmg 
Plants (metallurgy) and Azot Cherkasy (chemicals) 

Dunng the week of July 20 - 24 DnIproenergo shares sold at a volume of2 238 355 56 
UAH (22 000 shares) Zakhldenergo - 711 50729 UAH (36,500), Tsentrenergo-
483 805 44 UAH (607,674) Donbasenergo - 66,000 UAH (5,000) and KYlvenergo -
1586800 UAH (11,800) 

Durmg the week of July 27 - 31 Zakhldenergo shares sold at a volume of 
526375463 UAH (200,000 shares), DnIproenergo - 1,760,14850 UAH (16 544 shares) 
Tsentrenergo - 723 80080 UAH (968,824), Donbasenergo - 99,330 UAH (7,000), 
KYlvenergo - 1968000 UAH (13,000) and Dmproblenergo - 8,835 50 UAH (431) 

Please see attached the charts reflectmg the data on performance of energy sector shares on 
PFTS as Annex 3 to thiS Memorandum The source of the end-of-week data was Eastern 
Economist 

3 CONCLUSIOl'lS 

Recent developments m the sphere of energy sector pnvatlzatlon show that the GoU IS very 
senous m Its efforts to comply with conditIOns of the Fmanclal Recovery Plan (FRP) and 
requirements of the mternatlOnal lendmg organIzatIOns The SPF actively supports the 
commercial tenders as the most transparent method of prIvatizatIOn The OpposItion to thiS 
method m the form of non-commercIal tenders IS bemg pushed forward by Mmenergo The 
Mmlstry of Energy believes that non-commercial tenders are more attractive to mternatlOnal 
strategic Investors and WIll bring more benefits to the Industry 

There IS no doubt that commercial tenders are more transparent than the non-commercial ones 
EvaluatIOn CrIterIa of the non-commercial tender bids are more subjective and depend on the 
indIVIdual members of the tender commiSSIOn It should be stressed, that majorIty of the prevIOus 
non-commercIal tenders resulted with the lawsUltsIt can be no double understanding regarding 
the higher prIce bId for a share packet m a commerCial tender But a loser of a non-commercial 
tender could always protest the CrIterIa used for evaluatIOn of the attractiveness of an Investment 
plan2 

Though Mmenergo mSlsts on replacement of commerCial tenders for Oblenergos with the non­
commerCIal ones the newly approved share allocation plans (SAPs) of 10 energy distrIbution 
companIes envisage their sale on commerCial tender terms exclUSively These SAPs have been 
approved four days later than the Minister of Energy announced the wIllmgness ofthe minIstry to 
support non-commercial tenders after the CoM sessIOn ThiS means that only the exphclt order 

1 The major difference between a commerCIal and a non-commercial tender IS that while In the first case 
the winner IS a bIdder who offered a hIghest pnce to be paId for a share packet wIth fixed Investment 
obhgatlOns In the second case a bIdder who offered an Investment plan conSidered to be most attractIve 
WinS the tender and pays a fixed prIce for shares of a company 

---------------- HaglerBallly ----------------
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MEMORANDUM P 4 

(request) of the PrIme Mmlster will lead to the mtroductlOn of changes supported by Mmenergo 
Into the SAPs of energy distrIbutIOn compames 

It should be mentioned that the tenders for Oblenergos held m 1997 mcluded three non­
commercIal ones (DnIprooblenergo Zaponzhlaoblenergo and RIVneoblenergo) None of these 
tenders was successful On the other hand two of the latest commercIal tenders (Lvlvoblenergo 
and Poltavaoblenergo) In which the wmners paId twIce more than the InItial prices asked by the 
SPF prove that financial mvestors (through banks and offshore compames) are mcreasmgly 
Interested m purchasmg the power distributIOn compames) (See Annex 2) 

Considermg the aforementioned, It may tum out that an example With Odesaoblenergo tender 
(mentioned m the sectIOn "Tenders") Will become a precedent for the future tenders The 
prOVISIOn on necessity of the appropriate experience makes conditIOns of commercIal tenders 
much more fleXible from the pomt of view of bids' evaluatIOn If the tender commiSSIOn Will take 
Into account also the names of the companies partlclpatmg m a finanCial consortium or standing 
behmd an offshore the results of commercial tenders will no longer be dependent from the price 
bid for shares ThIS approach wIll satisfY Mmenergo and the SPF Will have to agree for thIS 
compromise on request of the CoM 

Today MinIster Sheberstov seems to be actively supporting Overcon s efforts to obtam 
Odesaoblenergo shares because he conSiders the Consortium to be a real strategic Investor who 
IS very Important for the power sector 

Overcon ConsortIUm IS an executive body of the UkrainIan Energy Partnership, the latter founded 
by internatIOnal Investors Interested In purchaSing multiple power distrIbutIOn companies In 
Ukraine The partICIpants Include Tomen Power CorporatIOn and Tomen Power Fund and 
MItSUI Trust and banking from Japan, ABB from Sweden, CMS Energy and InteramerIcan 
Development Fund from the USA INA from Italy, FondElec Group from ColumbIa and 
European CapItal Management from Chech RepublIc3 (the consortIUm may be JOined by EdF 
(France) 

Attachments to thiS Memorandum contam the follOWing mformatlon 

Annex I reflects the latest changes In pnvatlzatlOn status of energy generation and 
dIstributIOn companies After resolutIOn of the Odesaoblenergo tender Issue (HAC 
seSSIOn of August 20th

) 7 energy distributIOn companies WIll be more than 60% privately 
owned WIth MykolaIv- and Chernlvtsyoblenergo by the end of September the GoU will 
have 9 privatized Oblenergos To comply With reqUIrements of the FRP the SPF WIll have 
to conduct successfully 6 more tenders before the end of 1998 ThIS figure can be reached 
by shlftmg the endmg date of tenders m any of 8 newly approved SAPs from January of 
1999 to December of 1998 (It can be easIly done, because the endmg date of tenders 
stated In SAPs IS January 1 S\ 1999) Otherwise, the SPF may offer for 1998 tenders the 
remammg companies which mclude the most attractive KYIvenergo 
It IS necessary to mentIOn that 5% of Klrovogradoblenergo shares In the column 'Shares 

"\ The source Busmess # 32 (291) as of 08/1 0/98 P 29 'ExperIence Agamst Cash?" by Savely Garshvm 

---------------- Hagler BaIlly ----------------
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4 

MEMORANDUM P 5 

A vallable" has been already offered for a specialIzed auction for cash which ended on 
August 1st The auctIOn results shall be approved wlthm a month term 

Annex 2 contains the list of official wmners of commercial tenders for shares of energy 
distributIOn companies It should be mentIOned that there IS no official (public) 
mformatlOn on the sources of financing and real buyers of the shares The figures reflect 
actual amount of cash paid by Investors for the shares 

Annex 3 consists of two pages With charts reflectmg the trading of energy sector shares 
through the PFTS In 1997 - 1998 The charts contam informatIOn on those companies 
only whIch were actually traded durmg the weeks of July 20-3 I 

Annex 4 contains the translated article from Investment Gazette deSCribing the 
Mlnenergo pOSitIOn In relatIOn to Oblenergo tenders and latest offiCial informatIOn 
regarding the future utilizatIOn of CompensatIOn Certificates not collected by Ukramlan 
Citizens 

---------------- Hagler Badly ----------------



- - - - - -- - - - - - - - - - - --
Hagler Bailly Annex 1 

Type Company Tender Tender Endmg Actual Stock Certificate Expected Available State 
% (new SAPs) month Sale Exchange Auctions Sale Depth Shares, % Share % 

% (new Depth, % (new SAPs) (new SAPs) % 
tenders) % % 

Z Dmproenergo 24 1753 51 0 
i= 

Donbasenergo 24 1015 0299 944 51 i':! 
w 

Tsentrenergo 24 1764 51 Z 
w 
(!) Zakhldenergo 24 1621 51 

Sumyoblenergo 36 7298 202 25 
Poltavaoblenergo 36 7093 407 251 
LVlvoblenergo 35 7088 412 25 
Pnkarpattyaoblenergo 35 6875 625 25 
Odesaoblenergo 35 6756 744 25 
Chermglvoblenergo 35 6637 863 25 
Luganskoblenergo 35 6730 770 25 
Chernlvtsyoblenergo 36 2824 6424 1076 25 
Mykolalvoblenergo 40 2688 6688 812 25 
Ternoplloblenergo 20 25 0199 4900 100 7500 000 25 

Z Klrovogradoblenergo 20 25 0299 4233 266 6999 501 25 
0 
i= Rlvneoblenergo 35 0199 16 07 1~ 93 700 7500 000 25 
::J Z3j!orizhlaoblenergo 40 0199 17 51 1249 500 7500 000 25 m 
C2 Zakarpatty~oblenergo 40 0199 2086 1412 7498 002 25 
J- Vmmtsaoblenergo 35 0199 2660 640 700 7500 000 25 til 
is Khmelnltskoblenergo 35 0199 2572 1426 7498 002 25 

Volynoblenergo 40 0199 2219 1281 7500 000 25 
Zhytomlroblenergo 26 0199 3668 1232 7500 000 25 
KYlvoblenergo 35 0299 2397 1603 7500 000 25 
Sevastopolmlskenergo 1677 1677 5823 25 
Dmprooblenergo 1851 1851 5649 25 
Cherkassyoblenergo 2286 2286 5214 25 
Donetskoblenergo 2336 2336 5164 25 
Kharklvoblenergo 2346 2346 5154 25 
Knmenergo 2814 2814 4686 25 
Khersonoblenergo 3301 3301 4199 25 
KYlvenergo 3727 3727 3773 25 

- '----

110898 
~ 



- - - - - - - - - - - - - - - - - - -
Hagler Bailly Annex 2 

List of Winners In Commercial Tenders for Energy Distribution Companies Shares 

Equity Winner of 
Relative to Relative to 

Difference 
Price Paid 

Company Statutory Fund Ask Price Nominal Amount Paid Nominal Share Relative to 
Share Tender 

Share Price Price" 
(nominal) 

Ask Price 

1 2 3 4 5 6 7 8 9=7-5 10 
Klrovogradoblenergo 20% 

First Ukrainian 
29844 000 00 7587700 00 127 7620 000 00 128 32300 00 100% 

PriVatization Fund 

Ternoplloblenergo 20% Investment 
Company 
PRODEXPORT 15272 040 00 5 030 000 00 165 5 030 000 00 165 100% 
for Padex 
Industries Ltd 

Pnkarpattyaoblenergo 35% Ukrainian 
25908875 00 9397 000 00 104 9420 000 00 104 23 000 00 100% 

Securities 
Chermglvoblenergo 35% Autoalhance 

29829506 00 14000 000 00 134 14010 000 00 134 10 000 00 100% 
Invest 

Sumyoblenergo 36% Investment 
Company 4428137400 15941295 00 100 18600 000 00 117 2658705 00 117% 
ARSENAL 

Poltavaoblenergo 35% Contrast Holdmg 
55240 000 00 1986640000 103 44350 000 00 229 24483600 00 223% 

Ltd 
LVlvoblenerao 35% Prlvat Bank 48493 aBO 00 22263 000 00 131 40750 000 00 240 18487 000 00 183% 
Luganskoblenergo 35% Verrona Plus 52030 730 00 25260 000 00 139 25263 000 00 139 3 000 00 100% 
Odesaoblenergo 35% Consortium 

52 123890 00 18254 000 00 100 0% 
Overcon 

~ 

~ 11089B 
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Annex 4 
Investment Gazette # 30(149) August 4th 1998 

Sheberstov Demands Non-Commercial Tenders 
By Gahna Panchenko 

Valery Pustovoltenko reminded that the prtVatlzatlon of Oblast electricity 
dlstrtbutzon companies had been suspended by the Cabinet of MinISters and 
acknowledged work of the State Property Fund (SPF) unsatISfactory However, 
according to Vice Prtme MinISter NikolaI BIllblotsky, the SPF IS the dearest office 
for the government because It has the rtght to manage the state property 

As the SPF FIrst Deputy ChaIrman Vltaly Kryukov reported on Fnday (July 31 51
) 

meetmg of the Cabmet of Mmlsters, the SPF management belIeves, that thts entIty 
(the SPF) was entrusted With a task beyond Its strength - not only to be engaged m 
sale ofthe state property to earn budget money, but also to manage those faCIlItIes that 
are under pnvatizatIOn In RUSSIa, for mstance, these functIons are clearly 
dIfferentIated between two departments, 1 e , the Property Fund and the Mlmstry of 
PnvatIzatIOn As a result, the SPF IS workmg at the same tlme m two OppOSIte 
directlOns havmg no tIme to do anytlnng properly Valery PustovOltenko reassured 
V Italy Kryukov havmg remmded lnm that management of the state property IS now a 
"headache" of a newly-created Agency for State Property Management headed by 
Oleg Taranov 

Last week Alexander Bondar, Actmg ChaIrman of the SPF, who had come to work 
after rehabIlItatIon reported that he does not see a real opporturuty to fulfill the 
PnvatIzatIOn Program m respect of 100% receIpts to the budget The major reason of 
thIS, m hIS oplmon, IS the bad market SItuatIon, "If the buyer all the tIme hears 
statements on future fmanclal cnSlS, he Will undoubtedly bIde hIS tlme Today we 
can t sell entItles at those pnces at whIch two years ago they would went eagerly I 'm 
not sure that even such enterpnse as "Zaporozhstal" could be sold now even at face 
value although those WIlhng to buy are more than enough" Alexander Bondar added 
that now the Cabmet of Mlmsters IS reVIeWing a new procedure of valuatIOn of 
pnvatlzatIOn objects whIch wIll sult the current cash-onented stage of pnVatIZatIOn 
Accordmg to the head of the SPF, It should not take mto conSIderatIOn mdexatlon of 
fixed assets of 1997-1998 OtherWIse the pnce of entItles wIll be such that the SPF 
could not find buyers 

The announcement made by Shadman-ValavI, Head of the IMF mISSIOn, who at the 
end of the last week saId, summanzmg the results of IMF mISSIon's work, that there 
have been reached an agreement WIth our government on stabIlIzatIon and structural 
reforms over a tIme penod of I July 1998 to 30 June 2001, gIves some hope for 
Improvement In other words, at the IMF's Board of DIrectors meetmg to be held on 
24th of August he Will offer to approve the EFF loan for Ukrame m the amount of $2 2 
bIllIon 

If money of mvestors starts commg after the EFF loan, the SPF Will have a real 
opportumty to meet ItS budget commttments There are many entItles for sale, and 
these entItles are not the worst ones But as to actual buyers, there IS nothtng to speak 
of Perhaps, Pnme Mlmster Valery PustovOltenko and Mlmster of Energy AlexeI 
Sheberstov are nght lDSIstmg on suspenSlOn of the process of pnvatIzmg electncIty 
companIes untIl a concept of theIr sale Will be reVIsed As the Pnme MImster saId, the 
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pnvatlzatIOn process that takes place now, that IS the pnvatizatlOn for the sake of the 
pnvatizatIOn, could satisfy nobody Because the major ObjectIve - to Improve 
settlements for electncIty and receIve large receIpts to the budget - has not been 
reached 

A weIghty argument for reVISIon of sale methods (proposals of the Miruster of Energy 
come, pnmanly, to necessIty of sellmg Oblast electncity comparues on non­
commerCIal tenders) IS the purchase of dlstnbutIOn comparues' shares by finanCIal 
mtermedlanes whIch are, m pnnciple, COmmISSIOn agents, and so do not bear 
responsIbIlIty for mvestment COmmItments BeSIdes, whIle detenrumng a WInner of 
the tender, the COmmISSIOn does not and cannot take mto account, accordIng to the 
rules of holdIng tenders, mvestment COmmItments proposed by partICIpants Mr 
Sheberstov expressed hIs WIsh to find known world leaders In the power sector among 
the holders of electncity dIstnbutlon comparues' shares, and not fmancial 
mtermedianes behInd whIch "no one knows who stands" For example, In the process 
of concludIng a contract of purchasmg block of shares of "Temopoloblenergo" WIth 
"Prodexport", a Winner of the tender, there has been found out that the latter had 
purchased shares for the company "Padex Industnes Ltd" (accordmg to A 
Sheberstov) It IS thIs company that Will fulfil fixed terms and condItIOns of the tender 
The MInIster also thInks that dunng fulfillment of terms and condItIOns of tenders, 
there IS a real nsk that Investment oblIgatIOns Will be fulfilled not In cash, but through 
offsets for eXIstmg debts In case of "Ktrovogradoblenergo", for example, mvestments 
were made m the form of offset to the amount of 3 5 mIllIon UAH 

Accordmg to Mmenergo, m half a year the purchase-sale contracts were SIgned for 
shares of five electncity comparues, tenders for four comparues have been conSIdered 
to be successful, but contracts have not been yet SIgned, SIX Oblenergos have not been 
of mterest to buyers AnalYSIS of tenders held shows that tender pnces mSIgruficantiy 
exceed the lrutlal pnce - WIth largest excess makmg 1 6 tunes 20% block of 
Temopoloblenergo's shares was purchased by "Prodexport", 35% block of 
Chermgovoblenergo's shares was sold to A vtoalyansInvest With an excess of 1 3 
tImes, 36% block of Sum yo bien ergo's shares was sold to company "Arsenal" WIth an 
excess of 1 17 tImes, 35% blocks of Pnkarpatyaoblenergo and Ktrovogradoblenergo 
shares were sold, accordmg to A Sheberstov, actually at a face value 

LIst of the chosen ones for Fmprom and Gosmvest has grown thmner to a great 
extent 

INVESTGAZET A has already wntten about the lIfe the government IS gomg to 
breathe mto compensatIOn certIficates (CC) after theIr OffiCIal death, that IS, after 
termInatIOn of theIr Issuance In short, the Mlnlstry of Industnal PolIcy, as a chIef 
IdeologIst, has speCIally created state company "Fmprom" to whIch all compensatIOn 
certIficates not called for as of 1 July 1998 to the amount of about 2 bIllIon U AH Will 
be transferred (except for those Issued by the state msurance company ORANTA) 
CertIficates Will be mvested In shares of attractIve enterpnses on speCIalIzed auctIOns, 
and then be sold through finanCIal mtermedianes Money receIved (It was planned that 
thIS amount WIll make 3 5 bIllIon UAH) Will be used for sanatIon of enterpnses after 
the nOmInal value of CCs transferred Will be returned to the budget The MiruStry of 
Industnal PolIcy dId not expect Gosmvest to partICIpate In thIs scheme However, the 

2 
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latter had time to properly react to the proposed scheme and get mvolved mto the 
process 

We reported that the Irutial lIst of enterpnses the shares of whIch Fmprom and 
Gosmvest wanted to purchase consIsted of 399 enterpnses Accordmg to Alexander 
Bondar, enterpnses mcluded m the hst should be sold for cash rather than offered for 
(certIficate) auctlOns BeSIdes, he thInks that the mechamsm for puttmg up enterpnses 
for auctlOns must not be changed Just for two compames "There IS a pohtIcal SIde 
here If two firms have pnonty, a confhct may anse Pnmanly, WIth the ParlIament" 
The SPF Actmg ChaIrman unambIguously stated that certIficate pnvatizatIOn should 
be completed m 1998 

The lIst of enterpnses m whIch Fmprom and Gosmvest would hke to mvest theIr CCs 
became much thInner as a result of lengthy negotiatIOns and now mcludes 93 
enterpnses A government OffiCIal Informed that mcluded In the lIst are only those 
enterpnses, whIch are subordmate to the MlillStry for Industnal PolIcy Electncity 
compames local gas dIstnbutIOn compames and enterpnses In the constructIOn and 
mIcrobIOlogy Industnes were excluded BeSIdes, at the SPF request, blocks of shares 
for sale at speCIalIzed auctIOns WIll mclude state blocks rather than those planned for 
sale at stock exchanges and tenders V PustovOltenko Informed that "today", 1 e last 
Fnday, he would SIgn the relevant Cabmet of MIlllsters resolutlOn The SPF together 
WIth the government WIll prepare orders as to blocks of shared whIch remam In state 
property 

It should be noted that there IS not much tlIDe left for the deSIgners of thIs scheme to 
Implement It as the certIficate pnvatizatIOn WIll be completed on January 1, 1999 
Blocks of shares need to be prepared for auctIOn sales WIthIn the five months left 
Moreover, It became known that the Savmgs Bank dId not even started to transfer CCs 
to Fmprom despIte the eXIstmg Cabmet ofMIlllsters resolutIOn 

And the last nuance It IS known that the ParlIament adopted a resolutIOn to prolong 
the term of ISSUIng CCs and PPCs, whIch IS not bemg Implemented because the 
PnvatizatIOn Program for thIs year clearly stIpulates the deadlme for the Issuance of 
certIficates - the 1 st of July 1998 As the majonty of MPs voted for the above 
resolutIOn, they can be expected to mtroduce changes to the PnvatizatIOn Program 
But by that time CCs may have been transferred to Fmprom and GosInvest and used 
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MEMORANDUM 

TO DaVId Wolcott 

CC Svetlana Gohkova, Tom SmIth, JIm Stanfield, Enc Haskms, John Kyle 

FROM 

DATE 

SUBJECT 

AndreI Goncharenko 

September 2nd
, 1998 

PnvatlzatIOn & Stock Market Update Report 

Penod August 9th - August 29th, 1998 

INTRODUCTION 

PnvatlzatIOn m the power sector had slowed Its pace In the month of August Havmg approved 
new share allocatIOn plans (SAPs) of 10 dIstributIOn and 1 generatIon company the State 
Property Fund (SPF) as well as other state authOritIes was more preoccupIed wIth the Issue of 
settlement of budget debts than wIth any other problem 

The InItIatIves of the Prime-MInIster Mr Pustovoytenko to force the compames-debtors to pay 
theIr overdue debts to the state budget and the PenSIOn Fund are more dangerous to the prIvatIzed 
enterprIses than to the state-owned ones The CabInet of MInIsters of Ukrame (CoM) on August 
t h had Issued a resolutIOn on returnmg the enterprises, WhICh are In debt to the state budget, 
PenSIOn or Chernobyl Funds, Into the state ownershIp and prIVatIzmg them agam Then the SPF 
Deputy Chairman Mr Vassllyev In the press conference on August 14th stated that the SPF was 
plannIng to start legal actIOns agaInst the owners of such prIvatIzed enterprIses and fulfill the 
orders of the CoM Most probably that would be Implemented through the tax pledge procedure 
mtroduced by the PreSIdential Decree # as of Another SPF Deputy ChaIrman - Mr Kalmchenko 
on August 11 th mformed that the SPF Intended to term mate the contracts WIth mternatIOnal 
adVisors for open tenders for sale of 24% share packets of Donbasenergo (Creditanstalt 
Investmentbank (CAIB)l) and Tsentrenergo (Umon Bank of SWitzerland (UBS) 

In Investment Gazette as of August 18th the SPF announced a new tender for valuatIOn of stocks 
of several compames mcludIng Donbasenergo ThIS means that both 24% (allocated for open 
(international) tender) and 10 15% (allocated for non-commercIal tender) WIll be re-valued 
before the announcement of terms and condItIOns of appropriate tenders 

It should be mentioned that on August 4th the general shareholder meetIng of Donbasenergo had 
approved allocatIOn of 25% (at least 26 mtlhon UAH) of the 1997 net profit for dIVIdends In that 
way the company fulfilled the Cabmet of MInIsters order as of July 21 5t requmng from the 
entItles (persons) authOrized to manage state shares to InSIst on payment of at least 25% of profits 
for dlVldends TakIng Into account that the state currently owns 8676% of Donbasenergo2

, the 
budget shall receive at least 22 mtlhon Hryvnas from that source 

I The SPF on 04117/98 Signed the contract assIgmng CAIB as an mternatlonal adVIsor (auctIOneer) for 
24% Donbasenergo shares But the Mlmstry of Fmance of Ukra me and CAIB could not come to the 
agreement on terms of the cash depOSit, the latter had to offer for the nght to organize the tender 
, th 
- Accordmg to the SAP of Donbasenergo approved by the SPF order # 1531 as of August 4 , 1998 

---------------- HaglerBailly ---------------
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MEMORANDUM P 2 

The compames Derzhmvest and Fmprom entItled to obtam CompensatIon CertIficates (CCs), 
whIch were not collected by CItIzens, from the Oshadbank (State SavIngs Bank) and ORANT A 
(State Insurance Company), plan to mvest all these certIficates dUrIng one specIalIzed auctIOn for 
CCs (29th CC AuctIOn) The SPF was mtroducIng changes to SAPs of 93 enterprIses (formerly 
subordmated to the Mmistry of Industrral Pohcy) to offer them for sale m that auctIOn That IS 
why the startmg date of the 29th CC AuctIOn has been shIfted from August 15th to August 22nd 

The share packets WIth average sIze of 15%-25% of many attractIve enterprises m the metallurgy, 
machme-bUlldmg, mInmg and chemIcal mdustrIes wIll be offered for thIS CC AuctIOn It should 
be mentIoned that the price of CompensatIOn CertIficates on the secondary market grew almost 
tWIce durmg the last week before the begmnmg of the mentIOned CC AuctIOn Fmanclal 
IntermedIary compames, whIch usually bought stock m the CC auctIOns, were well aware of the 
fact that after the 29th AuctIOn there wIll be no really attractIve enterprises to mvest the 
CompensatIOn CertIficates mto 

1 TENDERS 

On August 20th the Supreme ArbItratIOn Court of Ukrame (SAC) has satIsfied the claIm of FS 
Tradmg company and prohIbIted to the SPF to SIgn the purchase-sale contract for 35% of 
Odesaoblenergo shares WIth Overcon ConsortIUm, whIch was the offiCIal wmner of 
correspondIng commerCIal tender However, the SAC could not appoInt the FS TradIng as a 
WInner of the tender or force the SPF to take that actIOn ThIS means that the SPF WIll have to 
announce another tender for Odesaoblenergo shares 

MInenergo and Mmlster Sheberstov, m partIcular, may use thIS case for substantIatIon of a need 
to replace the commercial tenders WIth non-commercial ones as a better tool to attract strategIc 
Investors mto the power sector 

2 PFTS MARKET 

The PFTS (over-the-counter) market came mto another perIOd of recess m August 1998 The 
traders focused theIr attentIOn on the state bonds In the week of August 3-7 and compensatIon 
certIficates (see IntroductIOn) In the week of August 10-14 The second week appeared to be the 
begmnIng of a new CrISIS on the UkraIman over-the-counter stock market, followmg the RUSSian 
CrISIS In the week of August 17-21 the PFTS market fall even deeper Traders nearly stopped 
dealIng In corporate shares The CriSIS m RUSSIa turned mto a global finanCIal crrSIS Although, 
the UkraInian stock market (bemg much less lIqUid) has not suffered as much as the RUSSIan one 
there are no hopes for any Improvements m the next month or two 

Eastern Economist (August 10) (The week of August 3-7) The KAC-20 (S), KAC-20 (W) and 
PFTS mdlces grew by 4 3%, 2 8% and 4 5% to 846, 817 and 41 05 respectIvely Only the ProU-
50 mdex declIned by 1 98% to 7584 The ProU-50 Index IS calculated based on the bId prices 
and ItS declIne reflected decrease of these quotatIons, whIle the ask pnces grew Tradmg of 
corporate shares decreased by 67 5%, whIle the state bond sales grew by 165 8% KAC-energy 
Index grew 137% to 380 ThIS was caused by the sharp growth of KYIvenergo bId ans ask prices 
by 26 76% and 21 05% respectIvely Tradmg of Dmproenergo and Zakhldenergo stocks was not 
as actIve as durIng the prevIOUS several weeks 

Eastern EconomIst (August 17) (The week of August 10-14) The KAC-20 (S), KAC-20 (W), 
PFTS and ProU-50 mdlces fell by 10 58%, 1045%, 1248% and 16 14% respectIvely 

---------------- HaglerBaIlly ---------------
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MEMORANDUM P 3 

AntiCIpatIon of devaluatIon of Russian ruble and a RUSSIan bankmg crrSlS stImulated the 
begmnmg of pamc on the Ukramlan stock market 

After the dIsclosure of SPF mtentlons to offer several very attractive enterprrses at the 29
th 

AuctIOn for CompensatIon CertIficates (CCs), CC bId and ask pnces mcreased by 9063% and 
97 50% The bIds for stocks of those enterprrses to be offered at the mentIOned CC AuctIOn fell 
more sharply than the other stocks KAC-energy mdex declmed 684% to 354 The bad market 
situatIOn made both bId and ask pnces to fall ThIS week bIds for KYlvenergo reduced by 3056% 

Busmess (August 17) (The week of August 6-12) The traders currently can be dIVIded mto two 
major groups those, who succeeded to sell out the stocks, and those, who dId not There are no 
expectatIons for Improvement on the Ukramlan stock market Durmg the perrod from August 6th 

to 1 t h tradmg of state bonds made 75 55% and CCs - 3 69% ofthe total volume of sales 

Eastern EconomIst (August 24) (The week of August 17-14) The KAC-20 (S), KAC-20 (W), 
PFTS and ProU-50 mdlces fell by 3 1%,53%,86% and 21 5% respectively to 731, 696,4684 
and 31 66 The total volume of stock sold through the PFTS was 5 86 mIllIon UAH, 1 e 78 85% 
of the prevIOUS period Energy sector declmed by 83% KAC-energy mdex slIpped 5 1% to 336 
The bId and ask prices for all generatIon compames fell dally, but the actual tradmg has been 
regIstered one day only The shares of KYlvenergo slIghtly grew and were traded more actIvely 
than of any generatIon company 

Durmg the week of August 3-7 KYlvenergo shares sold at a volume of 1,471,40595 UAH 
(813 960 shares), Zakhldenergo - 821,943 25 UAH (33,000), Dmproenergo - 41,93520 
UAH (404) Donbasenergo - 28,000 UAH (2,000), Zhytomlroblenergo - 19,350 UAH 
(225 000) and Tsentrenergo - 10,500 UAH (15,000) 

DUring the week of August 10-14 Zakhidenergo shares sold at a volume of 
526375463 UAH (200,000 shares), Dmproenergo - 1,760,14850 UAH (16,544 shares), 
Tsentrenergo -723 80080 UAH (968,824), Donbasenergo - 99,330 UAH (7,000), 
KYlvenergo - 19,68000 UAH (13,000) and Dmproblenergo - 8,835 50 UAH (431) 

Durmg the week of August 17-21 KYlvenergo shares sold at a volume of 445,800 00 
UAH (213 000 shares), Luganskoblenergo -100,600 UAH (10,000), Zakhldenergo-
9408350 UAH (5,000), Dmproenergo - 88,076 40 UAH (1,000), Tsentrenergo-
48 14400 UAH (105320), Donbasenergo -41,000 UAH (4,000) and 
Sevastopolmlskenergo - 10 900 UAH (10,000) 

Please see attached the charts reflectmg the data on performance of energy sector shares on 
PFTS as Annex 3 to thiS Memorandum The source of the end-of-week data was Eastern 
Economist 

3 CONCLUSIONS 

The RUSSIan finanCIal CriSIS has triggered the fall on capItal markets of the majority of former 
Soviet Umon (FSU) countries, Eastern and Central European countrres and on major stock 
exchanges The experts predict that If no urgent measures would be taken, the collapse of capItal 
markets 10 FSU, Eastern and Central Europe IS mevltable The plans of the Government of 
Ukrame to raIse funds from priVatIzatIon can not be successful, If the market SItuatIon will not 

--------------- HaglerBa1l1y ----------------
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MEMORANDUM P 4 

Improve Consldenng the fact, that on AUgust 19th the PresIdent of UkraIne has vetoed the Law, 
adopted by Verkhovna Rada on July 24 , actually prohIbltmg creatIon of NaftoGaz Ukramy 
company, It should be expected that the parlIamentarIans will start actIve diSCUSSions on 
pnvatlzatlOn problems startmg from the begmnmg of a new sessIOn The VR sessIon starts on 
September 1st 

Last week the management of Khmelmtskoblenergo offiCIally mVIted the Hagler Badly 
consultants to attend the first general meetmg of company's shareholders on August 2ih, 1998 
Sofia Stavkova (pubhc relatIons specialIst) and AndreI Goncharenko (prIVatIzatIon speCialIst) 
attended thiS meetmg 71 persons representmg 3,047,976 votes (90 6% of shareholders) took part 
m the general meetmg The MInenergo Deputy MImster Mr UhtICh represented the state share 
almost equal to 73% Although, the deCISIons of that general meetIng of shareholders depended 
exclusively from the pOSItIOn of Mmenergo representatIve, the meetIng proved to be successful 
The meetmg was attended by representatives of several mvestment compames mcludmg Polar­
Invest and Kendall PropertIes LImIted from KYIV, SIgma Holdmg from KharkIv and the less 
known compames lIke New Century Holdmg (NCH), KIT Invest and others Together the legal 
entities currently hold approxImately 15% of Khmelmtskyoblenergo shares It should be 
mentioned that the only stage of share sale completed untIl the present tIme was preferential sale 
of 1702% of shares3 The shareholders-legal entitles succeeded m gettmg their representative 
Mr Damlov (Kendall PropertIes Ltd) elected to the SupervISOry Board of the company 

It should be mentIOned that Mr Demchuk (Polar-Investment) m hIS speech commentmg the 
Khmelmtskoblenergo ChaIrman of Board Mr Shpak's report on finanCIal results of the 
company s actIVity m 1997 announced that Polar-Investment and Kendall PropertIes Ltd had 
Signed an agreement With the management of the company to Issue ADRs for ItS shares The 
above-mentIOned mvestment compames Jomtly WIth Ladenburg Thalmann and 
Baker&Makkeozle plan to collect 5% of Khmelmtskoblenergo shares, ING Barmgs wIll serve as 
a depository bank m Ukrame and the Bank of New York - as an Issuer of 1st level ADRs m the 
US In the future Khmelmtskoblenergo plans to Issue ADRs of the 3rd level through the same 
Bank 

The general meetmg approved the decIsIOn to allocate at least 10% of the company's net profit 
for payment of diVIdends, although that WIll brIng no revenues to the shareholders, because the 
company had fimshed 1997 With a loss of 522 thousand UAH 

Mr Shpak was elected as a Chairman of the Board for a new term In his report regardmg the 
( urrent actiVities of the company and Its strategic plans for the future, he had mentIOned that the 
company currently IS bemg aSSisted by Hagler BaIlly consultants wlthm the USAID project m the 
follOWing areas cash collectIOns and business plannIng, publIc relatIOns, shareholder fights and 
others Mr Shpak stated that the company expects to Improve conSiderably the finanCial results 
of ItS operatIOn working Jomtly With the USAID consultants 

Attachments to thiS Memorandum contam the follOWIng informatIon 

Annex 1 reflects the last changes In prIVatIzatIOn status of energy generatIOn and 
dlstnbutlOn compames With Mykolalv- and Chermvtsyoblenergo by the end of 

1 Source SAP of Khmelmtskoblenergo approved by the SPF order # 1539 as of August 4th, 1998 

---------------- HaglerBaIily ---------------
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MEMORANDUM P 5 

September the GoO might have 8 prIvatized Oblenergos, because of the cancellation of 
Odesaoblenergo results by the SAC To comply with reqUirements of the FRP the SPF 
wIll have to conduct successfully 7 more tenders before the end of 1998 This figure can 
be reached by shlft10g the end10g date of tenders 10 any of 8 newly approved SAPs from 
January of 1999 to December of 1998 (It can be easily done, because the end10g date of 
tenders stated 10 SAPs IS January 15

\ 1999) Otherwise, the SPF may offer for 1998 
tenders the rema10mg compames, which 10clude the most attractive KYlvenergo 
It IS necessary to mentIOn that 5% of Klrovogradoblenergo shares 10 the column "Shares 
A vallable" has been already offered for a specialIzed auction for cash, which ended on 
August I st The approval of auction results IS pendmg 

Annex 2 contams the Itst of offiCial w10ners of commercial tenders for shares of energy 
dIstnbutlon compames It should be mentioned that there IS no offiCial (publIc) 
1OformatlOn on the sources of financmg and real buyers of the shares The figures reflect 
actual amount of cash paid by 1Ovestors for the shares 

Annex 3 consists of three pages with charts reflectmg the tradmg of energy sector shares 
through the PFTS 10 1997 - 1998 The charts contam 1Oformatlon on those compames 
only, which were actually traded 10 August 

Annex 4 contams the article from KYlv Post as of September I S\ 1998 descrIb10g the 
Situation with Odesaoblenergo tender 

---------------- HagJerBadJy ---------------



-------------------Hagler Bailly Annex 

Type Company Tender Tender Endmg Actual Stock Certificate Expected Available State 
% (new SAPs) month Sale Exchange Auctions Sale Depth Shares, % Share % 

% (new Depth, % (new SAPs) (new SAPs) % 
tenders) % % 

z Dmproenergo 24 1753 51 0 

~ Donbasenergo 24 1015 0299 944 51 
w 

24 z Tsentrenergo 17 64 51 w 
CI Zakhldenergo 24 1621 51 

Sumyoblenergo 36 72 98 202 25 
Poltavaoblenergo 36 7093 407 25 
L vlvoblenergo 35 7088 412 25 
Pnkarpattyaoblenergo 35 6875 625 25 
Luganskoblenergo 35 6730 770 25 
Chern~glvoblenergo 35 6637 863 25 
MykolalVoblenergo 40 2688 6688 812 25 
Chernlvtsyoblenergo 36 2824 6424 1076 25 
Ternoplloblenergo 20 25 0199 4900 100 7500 000 25 
Klrovogradoblenergo 20 25 0299 4233 266 6999 501 25 

z Zaponzhlaoblenergo 40 0199 17 51 1249 500 7500 000 25 
0 

Zakarpattyaoblenergo 40 0199 20 86 1412 7498 002 25 i= 
::l Volynoblenergo 40 0199 2219 1281 7500 000 25 m 
D2 Rlvneoblenergo 35 0199 1607 1693 700 7500 000 25 
I- Vmmtsaoblenergo 35 0199 2660 640 700 75 00 000 25 (/j 

i3 Khmelnltskoblenergo 35 0199 2572 1426 7498 002 25 
KYlvoblenergo 35 0299 2397 1603 75 00 000 25 
Zh~omlroblenergo 26 0199 3668 1232 7500 000 25 
KYlvenergo 3727 3727 3773 25 
Khersonoblenergo 3301 3301 41 99 25 
Odesaoblenergo 3256 3256 4244 25 
Knmenergo 2814 2814 4686 25 
Kharklvoblenergo 2346 2346 51 54 25 
Donetskoblenergo 2336 2336 51 64 25 
Cherkassyoblenergo 2286 2286 5214 25 
DmJ!rooblenergo 1851 1851 5649 25 
Sevastopolmlskenergo 1677 1677 5823 25 

020998 



- - - - - - - - - - - - - -
Hagler Bailly 

List of Wmners m Commercial Tenders for Energy Distribution Compames Shares 

Wmnerof 
Company Equity Share 

Tender 
Statutory Fund AskPnce 

1 2 3 4 5 
Klrovogradoblenergo 20% 

First Ukrainian 
29844000 00 758770000 

Privatization Fund 

T ernoplloblenergo 20% Investment 
Company 
PRODEXPORT 15272 040 00 5 030 000 00 
for Padex 
Industries Ltd 

Pnkarpattyaoblenergo 35% Ukrainian 
25906875 00 9 397 000 00 

Securities 
CherniglVoblenergo 35% Autoalhance 

29829506 00 14 000 000 00 
Invest 

Sumyoblenergo 36% Investment 
Company 44281374 00 1594129500 
ARSENAL 

Poltavaoblenergo 35% Contrast Holding 
5524000000 19866400 00 

Ltd 
L vlvoblenerQo 35% Pnvat Bank 46493 080 00 2226300000 
Luganskoblenergo 35% Verrona Plus 52 030 730 00 2526000000 

Commercial Tenders 

Nominal Share Tender (starting 
Enterprise Name Chartered Capital Sale Depth" 

Value date) 

1 2 3 4 5 
KIROVOGRADOBLENERGO 2984400000 1000 4233 01 0997 
TERNOPILOBLENERGO 15272 040 00 1000 4900 01 1097 
SUMYOBLENERGO 44281 37400 100 3698 280498 
CHERNIGIVOBLENERGO 2982950600 100 3137 280498 
PRIKARPA TTYAOBLENERGO 2590887500 1250 3375 060598 
LUGANSKOBLENERGO 5203073000 1000 3230 270598 
LVIVOBLENERGO 4849308000 025 3588 270598 
POLTAVAOBLENERGO 55240 000 00 250 3493 270598 
CHERNIVTSYOBLENERGO 14 195 17000 1000 2824 17 06 98 
MYKOLAIVOBLENERGO 39660 000 00 2 00 2668 17 0696 

-- --- -- -

according to the official information of the SPF 
Amount needed for settlement of accounts payable In arrears plus replenishment of current assets (60-days term) 
Investment obligations for 3-5 years pertod plus finanCing of SOCial assets plus envtronmental measures 

Relative to 
Nommal Amount Paid 

Share Price 
6 7 

127 762000000 

165 5 030 000 00 

104 9420 000 00 

134 14 010 000 00 

1 00 18600 000 00 

103 44350 000 00 

1 31 40750 000 00 
139 2526300000 

Tender (ending 
Packet for Tender 

date) 

6 7 
31 1297 20 
31 1297 20 
280598 36 
280598 35 
050698 35 
260698 35 
260698 35 
26 06 98 36 
150998 36 
15 09 96 40 

TOTALS 

- - - - -
Annex 

Relative to 
Difference 

Price Paid 
Nommal Share 

(nommal) 
Relative to Ask 

Price" Price 
8 9=7-5 10 

126 3230000 100% 

1 65 100% 

1 04 23 000 00 100% 

1 34 10 000 00 100% 

117 265870500 117% 

229 24463600 00 223% 

240 16487 000 00 183% 
1 39 300000 100% 

Short Term Middle Term 
Packet Ask Price Investment Investment 

ObhQatlons • ObhQatlons··· 

8 9 10 
7587700 00 5 00000000 17 000 000 00 
5030 000 00 440200000 3054 000 00 

15941 295 00 21 000 000 00 28 000 000 00 
14000000 00 10000000 00 17760000 00 
939700000 500000000 13250 000 00 

2526000000 12500 000 00 38300000 00 
2226300000 2000000000 33000 000 00 
19866400 00 17 20000000 42400 000 00 
5 11000000 306000000 714000000 

17 162000 00 6200000 00 1870000000 
141 617395 00 106,362,00000 218,604,00000 

020998 
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ANNEX 4 
ConsortIum redIrects energIes towards acqulnng oblenergo 

By Alexey Zerkalov 
KYIV POST # 69 09101198 p 15 16 

The International consortium Overcon Enterprise Ltd hopes to bid again for a stake In Odessa 
oblast's electricity distribution company after seeing Its winning bid for a large stake In the firm struck 
down by a court according to the local representative of one of the companies Involved In the 
consortium 

In late July Overcon appeared about to become the first foreign Investor - and the first Investor of any 
sort with Known strategic Interests In the energy sector Into Ukraine's energy Industry when the State 
Property Fund awardee the consortium a 35 percent stake In the distributor, Odessaoblenergo via a 
commercial tender But a successful appeal to Ukraine's Supreme Arbitration Court by one of the 
consortium's competitors In the tender, 
FS Trading Ltd nullified the ViCtOry 

While stakes of several of Ukraine's 27 regional electriCity distributors, known as oblenergos, have 
been sold 
since the government launched ItS energy priVatization plan In the beginning of the year Investors In 
these staKes have been financial concerns, rather than strategic energy Investors These financial 
concerns are for the most part intermediaries working on behalf of nebulous thud parties 

The announcement that Overcon had won the Odessaoblenergo tender thus appeared to be a major 
breakthrough Overcon, registered In Cyprus, was set up by a group of foreign Industrial powerhouses 
with the specific aim of investing Into the power sector In emerging markets 

Instead of a breakthrough however Overcon's ViCtOry has qUickly turned Into yet another black 
mark for Ukraine's priVatization program And It has brought Into question the motive of all sides 
Involved In the case 

Management of Ukraine's state industrial giants have a history of plaYing faVOrites when priVatization 
time comes around Often management opposes priVatization entirely, unwilling to cede both power 
and whatever financial boost their management positions might give them Politicians for their part 
often have their own reasons for preferring one Investor or anottier 

There IS no proof that politics has come Into play In the case of the Odessaoblenergo tender But 
there IS 
some eVidence that It has Volodymyr Katkov, the head of Odessaoblenelgo's seCUrities delJartment 
was quoted by Interfax as saYing that suffiCient grounds eXisted for the appeal Meanwhile Ukraine's 
energy minister, OlexlY 
Sheoerstov told Interfax that the Energy MInistry supported Overcon's ViCtOry In the tender 

In fact Sheberstov was Instrumental In awarding the tender to Overcon In the first place, depute the 
fact that the consortium offered a lower bid Since the tender was of the commercial variety, the 
winner should have been the Investor with the highest bid no questions asked Sheberstov had 
argued that Overcon's Impressive pedigree In the energy field made It by far the more logical Investor 
But such an argument While Justified In a non-commercial tender, IS should not be applicable In a 
commercial tender 

FS Trading used thiS dlscrepanc~ to successfully Win Its case In the Supreme Arbitration Court on 
August 20 The Court ruled that In fact Overcon offered conSiderably less than money than that 
offered by the plaintiff FS Trading 

The defendant In the case was the SPF Commenting on the case SPF representative Nina 
Dvorzhanskaya seemed to agree with the logiC of the court She said that Overcon was chosen 
because of ItS Investment commitments and because of ItS experience In the energy field However 
she admitted that FS Trading submitted a higher initial bid "0 course, according to a commercial 
tender that company WinS wfllch offers the highest bid" she said 

Which leaves two questions unanswered KnOWing the rules, why did the SPF go ahead and chose 
Overcon the winner anyway? And why does Odessaoblenergo seem to prefer the nebulous FS 
Trading to the proven strategic Investor Overcon? 

Several representatives of the SPF contacted by the Post refused to comment on the matter 
Members of the Overcon consortium - which Includes ABB (Switzerland), MitSUI (Japan), Tomen 
Power (Japan) INA (italy), EuroRa Capital Management (Czech Republic), the Inter-American 
Development Bank (U S) CMS Energy (U S ) and FondElec Group (U S), were also heSitant to 
comment on the affair 

The Post was able to receive comment from one member of the consortium, European Capital 
Management (ECC) DeSCribing Overcon as the first reputable foreign consortium to make an 
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Investment Into the Ukrainian energy sector, ECC Director Vladimir VlshnevsklY said Overcon had In 
fact offered more money If future Investments were taken Into account 

As far as I know the Initial plan of FS Trading was to pay Hr 26 million to the government and 
commit an additional Hr 49 million In future prrmary Investments Overcon, on the other hand offered 
Hr 23 million to the government and committed to an additional $410 million In direct Investments over 
the next [15-30] years, Including $90 million over the first five years" 

VlshnevsklY added that the SPF was Justified In choosing the known entity Overcon In this case 
, Odessaoblenergo IS a strategic company In the Odessa region No one wants the blackout of an 
entire region because of an unreliable company" Its activItY veiled In secrecy, It IS unclear what 
advantages FS Trading might bnng to the table "As far as 1 know FS Trading Ltd IS registered 
somewhere In Georgia, US, but I am not sure," opined VlshnevsklY Both the Supreme Arbitration 
Court and the SPF refused to reveal any information about FS Trading 

Odessaoblenergo management refused to take sides on the Issue In the wake of the Court deCISion 
'We are a state-owned company therefore all questions over pnvatlzatlon are decided by the SPF 
and the Ministry of Energy," said Katkov "We have no vOice at all It IS they who choose the strategic 
partner" 

In the wake of the Court decIsion, It IS unclear whether FS Trading WinS the tender or not "It IS not 
clear how to follow the court deCISion," says SPF la~er Manna Sharapa ''The court has annulled the 
protocol of the commission that named the winner of the tender But It does not say whether to annul 
the whole tender or confer a ViCtOry upon the plaintiff " 

Overcon's VlsllnevsklY for one
J 

IS confident that Overcon will have another opportUnity to get ItS 
claws on Odessaoblenergo - ana confident the consortium will Win the next tender Moreover If the 
Supreme Arbitration Court does confer ViCtOry upon FS trading, Overcon Will launch an appeal of ItS 
own to the Court 

2 
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FROM 

DATE 

SUBJECT 

MEMORANDUM 

DavId Wolcott 

Svetlana Gohkova, Tom SmIth, JIm Stanfield, Enc Haskms, John Kyle 

AndreI Goncharenko 

September 11, 1998 

PnvatIzatlOn & Stock Market Update Report 

Penod August 31 st - September 11 th, 1998 

INTRODUCTION 

The financial cnsls In UkraIne, whIch had started almost sImultaneously wIth the RussIan one, 
has not only caused the real collapse of the Ukrarman stock market, but made eVIdent, that the 
Government of UkraIne faIled to secure 1 04 bIllIon Hryvnas budgetary Income from 
pnvatlzatlon The Actmg ChaIrman of the State Property Fund (SPF) Mr Bondar m hIs mtervlew 
to Investment Gazette] stated that the maxImum expected revenue from pnvatlzatIOn m 1998 wIll 
not exceed 500 mIllIon Hryvnas (app 250 mllhon UAH to date) Although the Actmg SPF 
ChaIrman talked about the plans to Issue ADRs, usmg the shares of pnvatIzed enterprIses as a 
pledge, thIS can hardly be Implemented today The foreIgn Investors do not have much trust m 
the emergIng markets after the recent developments In RussIa and UkraIne The only hope left 
for the SPF IS to get advance payments usmg a new strategy of pnvatlzatIOn 

Mr Bondar has mentIOned In hIs IntervIew, that the negotIatIOns wIth the CredltAnstalt and 
UnIon Bank of SWItzerland, formerly appomted to be authonzed auctIOneers of Donbasenergo 
and Tsentrenergo m the process of open tenders for theIr shares, came to a dead end That IS why, 
the SPF offered them a follOWIng new scheme the banks shall pay ahead the full nomInal pnce 
for 24% share packets of both generatIOn companIes and obtam these shares for further allocatIOn 
on InternatIonal markets But, consldermg the fact, that the only company of the power sector 
traded currently In the PFTS (Ukramlan over-the-counter tradmg system) WIth quotatIOns hIgher 
than the nomInal pnce IS DnIproenergo, It IS dIfficult to expect that these banks WIll accept thIS 
offer 

On September PI, the first day of a new sessIon of Verkhovna Rada (VR), the PreSIdent of 
UkraIne submItted to VR hIs proposal to approve Mr Bondar as the SPF ChaIrman Accordmg to 
the Ukramlan legIslatIOn thIS deCISIOn belongs to the exclUSIve competence of VR On September 
10th the deputIes declmed the proposal and now expect a new one from the PreSIdent 

Accordmg to the latest mformatIOn on September 9th VR has vetoed PreSIdentIal Decree On 
Management of State Corporate RIghts ThIS ResolutIOn undermmes the PreSIdent's IntentIOn to 
transfer state-owned shares to management of the newly created NatIOnal Agency for 
Management of State Corporate RIghts The answer of the PreSIdent IS stIll unknown In relatIOn 
to thIS I would lIke to mentIon the case of NaftoGaz Ukramy company Before gomg on 
vacatIon VR had passed the Law actually prohIbItmg foundatIOn of thIS company It was 
belIeved to be nothmg else than a method to transfer to pnvate hands the hIgh-pressure gas 

I Investment Gazette # 35 (154) as of September 8th, 1998 P II 
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plpelmes and underground storages, whIch can not be prIvatIzed accordmg to the laws of 
Ukrame On August 21 51 the PresIdent vetoed the law adopted by VR And two days later Mr 
Bakat (the Chmnan ofNaftoGas Ukra my company told at the press-conference that the shares of 
UkrGasProm (gas transportatIOn and settlements with RAO GasProm) and 51% of UkrNafta 
have been already transferred to the statutory fund ofNaftoGas Ukra my NaftoGas Ukralmy also 
absorbed the Pndnlprovsky Plpehnes (hIgh-pressure) The Cab met of MmIsters (CoM) has given 
two months term for liqUIdatIOn of UkrGas Holdmg (gas dIstrIbutIOn) and transfer of the state­
owned shares of ItS dIvIsIons (regIonal gas-supplymg companies) to NaftoGas Ukramy The 
mter-state Druzhba hIgh-pressure plpelmes are reported to be m the process of transfer to the 
statutory fund ofNaftoGas Ukramy 

The newly created monopoly on the natural gas market WIll be fully hable to the RAO GasProm 
for old debts of UkrGasProm Takmg mto account the fact that the RussIan SIde estImates 
UkraInian mdebtedness to equal 1 4 bIlhon USD (estimates by representatives of the UkraInian 
Government fluctuate from 500 mllhon to 750 mIllion USD), all property transferred to 
NaftoGas Ukramy can be seIzed by the RUSSIan monopoly The book value of the statutory fund 
ofNaftoGas Ukramy makes 1 5 bIllion USD 

PFTSMARKET 

The PFTS (over-the-counter) market IS almost dead The volumes of corporate shares tradmg are 
mSIgnlficant There are only few companies left WIth bid and ask pnces higher than the nom mal 
value of theIr shares There IS almost no demand Large traders as the Prospect Investments 
Wood & Co, Alfa CapItal and others started to talk about theIr plans to SWItch to the corporate 
finance operatIOns WIth the companies, shares of whIch they own There are no hopes for 
Improvement of the SItuatIOn m thiS year 

Eastern Economist (August 31) (The week of August 25-28) The PFTS and ProU-50 mdlces 
decreased by 185% and 23 1 % to 25 81 and 3602 respectively The sales volume for energy 
sector grew 466 49% mostly due to transactIOns WIth SevastopIlmiskenego shares ThIS stock 
was never traded m the PFTS before, but thIS week the volume of sales made 702,65238 UAH 
for 159,730 shares ProU energy mdex decreased 296% to 41 92 due to bId and ask pnces 
changes as follows Kylvenergo - decrease by 2627% (bid) and 372% (ask), Donbasenergo -
21 27% and -134%, Zakhidenergo -329% and -38 1% and Dnlproenergo -357% and 0% 
respectIvely 

Eastern Economist (September 7) (The week of August 31- September 4) The PFTS, KAC-20 
(S), KAC-20 (W) and Wood-15 mdlces fell by 282%,9%, 97% and 127% to 21 1,619,576 
and 523 respectively The KAC-energy mdex was down 6 6% to 282 ThIS week only well 
known stocks as Tsentrenergo and Zakhldenergo were traded regularly WIth low sales volumes 
Smce the share market does not eXIst, traders are startmg to talk mcreasmgly about movmg mto 
corporate finanCing Companies hke Prospect-Investments and Wood & Co are wllhng to 
become financIal and mvestment adVisers of those companies, shares of whIch they own 

Durmg the week of August 25-28 Sevastopoimiskenergo shares sold at a volume of 
702,65238 UAH (159,730 shares), Tsentrenergo - 476,01500 UAH (657,500), 
Luganskoblenergo - 133,461 72 UAH (12,660), Dnlproenergo -72,500 UAH (1,000), 
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Donbasenergo - 62,000 UAH (6,500), Zakhldenergo - 26,500 UAH (2,000) and 
Zap0rIzhlaoblenergo - 9,490 50 UAH (513) 

DUrIng the week of August 31- September 4 Cherkasyoblenergo shares sold at a volume 
of 1,691,97000 UAH (4,200,000 shares), Tsentrenergo - 44,900 20 UAH (190,001). 
Zakhldenergo- 39,00000 UAH (4,000), Dmproenergo - 30,550 UAH (700), 
Luganskoblenergo - 30,350 00 UAH (3,035) and KYlvenergo - 15,600 00 UAH (13,000) 

Please, see attached the charts reflectIng the data on performance of energy sector shares on 
PFTS as Annex 3 to thIs Memorandum The source of the end-of-week data was Eastern 
EconomIst 

CONCLUSIONS 

There have been no events In the sphere of power sector prIvatIzatIOn dUrIng the reported 
perIod It can be expected that the latest finanCIal CrISIS WIll become one more reason for 
replaCIng commercIal tenders for energy dIstrIbutIOn companIes WIth non-commercIal ones The 
major explanatIOn could be that strategIc Investors would not pay more than nomInal value of 
shares, but Invest conSIderable amounts In the future OtherwIse, the tenders wIll faIl because of 
the general depressIOn of the market 

Attachments to thIS Memorandum contaIn the follOWIng InfOrmatIOn 

2 

Annex 1 reflects the current prIvatIzatIOn status of energy generatIOn and dlstnbutlOn 
companIes There has been no change compared to the prevIOus perIod 

Annex 2 consIsts of three pages WIth charts reflectIng the tradIng of energy sector shares 
through the PFTS In 1997 - 1998 The charts contaIn InfOrmatIOn on those compames 
only, whIch were actually traded In August 
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To 

cc 
FROM 

DATE 

SUBJECT 

DavId Wolcott 

Svetlana Gohkova, Tom SmIth, JIm Stanfield, Enc Haskms, John Kyle 

AndreI Goncharenko 

September 25, 1998 

PnvatizatIOn & Stock Market Update Report 

Penod September 14th - September 25th, 1998 

INTRODUCTION 

The contmumg financIal cnSlS m Ukrame has senously damaged the natIOnal stock market, 
whIch was always consIderably smaller compared to the RUSSIan one The last two weeks 
tradmg of corporate shares m the over-the-counter trade system almost stopped Other news 
m the sphere of pnvatizatIOn and stock markets were mostly also dlscouragmg 

The only posItlve SIgn was the resolutIOn of Verkhovna Rada of Ukrame (VR) to ban the 
transfer of CompensatIOn CertIficates (CCs) to Derzhmvest and Fmprom comparues and sales 
of share blocks of attractIve strategIc enterpnses to these entItles for CCs on the 29th 

specialIzed CC auctIOn 1 The State Property Fund (SPF) has offiCIally announced cancellatIOn 
of the 29th and 30th CC auctIons m ItS Order # 1795 as of September 18th

, 1998 The posItIve 
SIde ofthts event IS that the VR resolutIOn prevented creatIon of an actual source offmancmg 
for two comparues at the expense of people's savmgs The negatIve SIde IS that the term of 
Issumg CCs Will be extended, thus postpomng the end of certIficate pnvatlzatlon 

Mr Bondar, the actmg SPF ChaIrman, has submItted for consIderatIOn of VR the State 
PnvatizatIOn Program for 1999, whIch has to be adopted by VR as a Law of Ukrame The 
new PnvatizatIOn Program enVIsages that m 1999 the pnvatlzatlon WIll be conducted 
exclUSIvely m the way of sales for cash (It IS offered to use the cash sales method even m the 
process of preferential share sale, whIch had always been pnmanly a way for mvestment of 
pnvatizatIOn secuntles by the employees of pnvatlzed enterpnses) The Cabmet of Mlmsters 
of Ukrame (CoM) got the new program for consIderatIOn at the end of August 1998 The 
target for cash Inflows to the state budget m 1999 IS set to make 800 mIllIon UAH Mr 
Bondar today says that thIs figure IS much more realIstIc than 1,04 bIllIon UAH revenues 
planned for 1998 He expects that the actual amount of revenues from pnvatizatIOn to the 
state budget thIs year WIll make approxImately 500 mIllIon UAH 

The SPF also dIsclosed the mformatIOn on ItS proposal to the CredltAnstalt InvestmentBank 
(CAIB) and Umon Bank of SWItzerland (UBS) to change the terms of contracts for authonzed 
consultant servIces (for mternatlonal tenders for shares of Donbasenergo and Tsentrenergo 
power generatIOn comparues) for terms of underwnter agreement The mentIOned banks could 
not come to an agreement With the Mlmstry of Fmance of Ukrame (Mmfin) on the condItIons 

I ResolutIon of Verkhovna Rada # 108-XIV as of September 15 th
, 1998 
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of cash depOSIts, they had been asked to prOVIde for the penod of mternatlonal (open) tenders, 
and m the result the contracts for authonzed consultant servIces between them and the SPF 
had not been Signed 

Now, the SPF offers to these banks to pay the nommal (face) value of shares proposed for 
mternatlOnal (open) tender (24% of eqUlty of Donbasenergo and Tsentrenergo) and get the 
nght to sell these shares to potential Investors at therr dIscretion But, It seems to be hardly 
pOSSIble that the banks WIll agree to that offer, because the market pnce of shares of both 
those comparues currently fall below theIr face value (m the over-the-counter (PFTS) system) 

On September 18th the SPF has also adopted a resolutlon (The number IS not avrulable, 
because It was not publIshed The InformatIon source was mass medIa) about a re­
pnvatization (natIonalIzatIon) of shares of pnvatized comparues, m whIch the buyers fruled to 
fulfill theIr mvestment oblIgatIons The lIst of comparues mcludes 46 names Among them IS 
one nlectncity dIstnbutlOn company (TernopIloblenergo) The company Prodexport, whIch 
purchased 20% of TrnopIloblenergo m the commercIal tender IS one of those, who should 
return the shares to state ownershIp by October 1 st, 1998 There IS a schedule of actlons of the 
state authonties envisagmg completIon of the re-pnvatlzatlon process by the end of 1998 It IS 
planned that re-pnvatlzed shares WIll be sold to pnvate mvestors agam m future 

September 18th
, 1998 proved to be a day, when the SPF adopted a number of resolutIOns, 

whIch are of great mterest to all partIes mterested m the pnvatIzatlOn process and stock 
market of Ukrame The same day the SPF adopted the Order # 1796 approvmg the off-shore 
company FS Tradmg LImIted LLC (WIth BntIsh VIrgm Islands registratIon) as a WInner of the 
second tender for 35% of Odesaoblenergo It was a surpnse for everyone (mcludmg 
representatIves of the Overcon consortlum2

) There was no offiCial announcement about the 
second tender for Odesaoblenergo BeSIdes that accordmg to the InformatlOn m mass medIa, 
the SPF has already SIgned a purchase-sale contract for Odesaoblenergo shares and that 
should be a major vlOlation of the appropnate regulatIon, wInle the contract of tIns nature 
reqUlres prelImmary OffiCIal approval of the AntImonopoly Commtttee ofUkrrune (AMC) 

PFTSMARKET 

The PFTS (over-the-counter) market IS almost dead The mformatlOn of IMF EFF loan and 
World Bank credIts dId not cause any reactlOn on the stock market FinanCIal cnSIS, problems 
of the bankmg sector and re-pnvatIzation IrutIatives damage any hope for the Improvement 

Eastern EconomISt (September 14) (The week of September 7-11) TIns week the traders 
were conSIderably actIve trymg to protect themselves from devaluatIon of Hryvrua TIns 
caused growth of the PFTS mdex by 21 % and Wood-IS by 1 34% to 530 The total volume of 

2 The Cyprus-regIstered ConsortIUm Overcon was demed Its nght to obtam 35% of Ode sao bIen ergo by the 
deCISIOn of the Supreme ArbItratIon Court of Ukra me as of August 20th

, 1998 Please, see the Reports as of 
September 2nd and August 11 th 
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stocks that changed hands through the PFTS system In tlus penod was 1 254 mIlhon UAR, or 
27% of the prevIous penod results Sales volume m energy sector dropped by 87 9% 

Eastern EconomISt (September 24) (The week of September 14-18) The PFTS, Wood-IS 
and ProU-50 mdices fell by 3 1 %,43% and 185% Traders were saymg that the market dId 
not eXIst thls week They were also alarmed by the NBV decIsIOn to devalue the natIOnal 
currency (Hryvrna dropped to 299 at the Ukralman Interbank Currency Exchange (VrCE) 
They preferred to walt and observe than to trade at a loss The total volume of stocks that 
changed hands through the PFTS system m thls penod was 3074 UAH, Ie 245% of the 
prevIous penod 

Dunng the week of September 7-11 Dmproenergo shares sold at a volume of 78,870 
UAR (1,770 shares), Zakhldenergo - 58,146 00 UAH (5,002), Tsentrenergo-
52,25500 UAH (218,320), KYIvenergo - 19,90000 UAR (18,000) and 
Luganskoblenergo - 15,440 UAR (1,544) 

Dunng the week of September 14-18 Dmproenergo shares sold at a volume of 
234,513 36 UAH (4,162 shares), Zakhldenergo- 190,998 74 UAH (14,166) and 
Donbasenergo - 27,19260 UAH (4,350) 

Please, see attached the charts reflectmg the data on performance of energy sector shares on 
PFTS as Annex 3 to this Memorandum The source of the end-of-week data was Eastern 
EconomIst 

CONCLUSIONS 

The current financIal cnSIS of Ukrrune has deeply affected the stock market and endangered 
the process of pnvatizatIOn as It IS DespIte the announced mitratives anned at stImulatIOn of 
pnvatIzatIOn m energy sector, actual measures Implemented by the Government of Ukrame 
(GoU) can hardly attract any foreIgn mvestor The GoU Impersonated by the Pnme-Mmlster 
Mr Pustovoytenko tnes to mcrease cash mflow to the state budget by squeezmg payments to 
the penSIOn fund and state budget from dIrectors of pnvatIzed and state-owned companIes 

The antI-cnSIS program drafted by the CoM and approved by the Jomt ResolutIOn of the CoM 
and NatIOnal Bank of Ukrame (NBU) # 1413 as of September 10th

, 1998 mcludes the 
proVISIons 44 and 45 envlsagmg conductmg by the end of the year "guaranteed allocation" 
(meanmg underwntmg) of shares of Tsentrenergo and Donbasenergo, and Kytvenergo and 
ZaponzhIaoblenergo respectively Considenng the fact that shares of all mentIOned 
companIes of the power sector are bemg traded m the PFTS lower than theIr face value, It IS 
doubtful that a proposal of tlus kmd Will be accepted by anyone The SItuatIOn With 
Odesaoblenergo may be one more reason makmg Ukrauuan power sector less attractIve for 
foreIgn strategIC mvestors They Will be acutely aware of the fact, that even wmmng a tender 
they mIght find out that a well-connected off-shore company makes a clrum to the court and 
takes the shares over 

--------------- HaglerBallly --------------



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

MEMORANDUM p4 

Attachments to tlus Memorandum contam the followmg mformatlOn 

1 

2 

3 

Annex 1 reflects the current pnvatizatlOn status of energy generation and dIstrIbution 
comparues There has been no change compared to the preVIOUS penod Infonnal 
sources In the SPF say that even though the lIsts of enterpnses, subject to re­
pnvatizatlOn eXIst and are even bemg amended, nobody has seen any offiCial 
document regulatIng tlus process 

Annex 2 reflects the latest changes In the sphere of fimshed commercIal tenders 
Includmg a new Winner of Odesaoblenergo tender With approxImate figure of the 
amount offered for the share packet (Informal data) 

Annex 3 conSIsts of three pages WIth charts reflectmg the tradmg of energy sector 
shares through the PFTS In 1997 - 1998 The charts contaIn InformatIOn on those 
comparues only, whIch were actually traded In August 
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List of Winners In Commercial Tenders for Energy Distribution Companies Shares 

Winner of 
Company Equity Share 

Tender 
Statutory Fund Ask Price 

1 2 3 4 5 
l/l~ 

< ~~ 
'f~mQ~6~ 20<1- PR~XPOfft 1'1!i.m~ ~.~i~.OO~ ~~ 

~j!!adm;t.ld, 

Klrovogradoblenergo 20% 
First Ukrainian 

2984400000 758770000 
Pnvallzatlon Fund 

Ukrainian 

Pnkarpattyaoblenergo 35% 
Secuntles for 

2590887500 939700000 
Cape Trading 
Holdlna LId 

Chemlglvoblenergo 35% 
Autoalilance 

2982950600 1400000000 
Invest 
Investment 

Sumyoblenergo 36% Company 44281 37400 1594129500 
ARSENAL 

Poltavaoblenergo 35% 
Contrast Holding 

5524000000 1986640000 
Ltd 

LVivoblenerao 35% Pnval Bank 4849308000 2226300000 

Odesaoblenergo 35% 
FS Trading 

5212389000 1825400000 
Limited LLC 

L uganskoblen<mlCL - 35% Vemcna PIlJ:; 52,030,73000 25,260,01)0 00 

Commercial Tenders 

Nominal Share Tender (starling 
Enterpnse Name Chartered Capital Sale Depth 

Value date) 

1 2 3 4 5 
. :ftl1» 0.;00 g;r,Jt.I.#iF 

KIROVOGRADOBLENERGO 29844 000 00 1000 4233 01 0997 
SUMYOBLENERGO 44281 37400 100 7298 280498 
POLTAVAOBLENERGO 5524000000 250 7093 27 05 98 
LVIVOBLENERGO 4849308000 025 7088 270598 
PRIKARPAnYAOBLENERGO 2590887500 1250 6875 060598 
ODESAOBLENERGO 5212389000 10 00 6756 120598 
LUGANSKOBLENERGO 5203073000 1000 6730 270598 
CHERNIGIVOBLENERGO 2982950600 100 6637 280498 
CHERNIVTSYOBLENERGO 1419517000 1000 2824 17 06 98 
MYKOLAIVOBLENERGO 3966000000 200 2688 17 06 98 

accorrJlng to the official Information of the SPF 
Amount needed for settlement of accounts payable In anaalS plus replenishment of cunant assets (60-days term) 
Investment obllgarlons for 3 5 yealS period plus financIng of socIal assets plus environmental measures 

Relative to 

Nominal Amount Paid 

Share Price 

6 7 

~t~ ~<~~<~~l) 

127 762000000 

104 942000000 

134 1401000000 

100 1860000000 

103 4435000000 

131 4075000000 

100 2600000000 

139 25,263,00000 

Tender (ending 
Packet for Tender 

date) 

6 7 
: .. 

311297 20 
280598 36 
26 06 98 36 
260698 35 
050698 35 
180998 35 
260698 35 
280598 35 
150998 36 
150998 40 

TOTALS 

- - - - -
Annex 

Relative to 
Difference 

Price Paid 

Nominal Share 
(nominal) 

Relative to Ask 

Prlce* Price 

8 9=75 10 

~ 

~~ .um A + 

A 

1 28 3230000 100% 

104 2300000 100% 

1 34 1000000 100% 

117 265870500 117%1 

229 2448360000 223%, 

240 1848700000 183%1 

143 774600000 142% 

_L3!l _~M()O~ 100%1 

Short Term Middle Term 
Packet Ask Pnce Investment Investment 

Obhaallons'" Obllgallons-
8 9 10 

758770000 500000000 17 000 000 00 
15941 29500 21 00000000 2800000000 
1986640000 17 200 000 00 4240000000 
2226300000 2000000000 3300000000 
939700000 500000000 1325000000 

1825400000 1000000000 5020000000 
2526000000 1250000000 3830000000 
1400000000 1000000000 17 760 000 00 
511000000 306000000 714000000 

1716200000 820000000 1870000000 
159871 39500 111 960 000 00 265 750 000 00 

250998 
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Weekly Data 09/05/97-09/18/98 

14 (XX)(XXl 

12 (XX) (XX) 

a 10 (XX) (XX) 

:::I 8 (XX) (XX) 

~ 6 (XX) (XX) 

I- 4 (XX) (XX) 

KYlvenergo 

400 
350 

300 ~ 
250 if 
200 8. 
150 a 
100:::1 

2 (XX)(XX> t I td: 050 
0111111111111111l1'+"'~I+n"I1H1H11""HI+' 000 
~~~~~~SSSSSSSSSSSSS 
~~~~~~ooSB~~~~~~~~~ 
~~~S~~~~~~B~~~~~S~~ 

-ll-Average Pnce (L axiS) 
c:=:::J Sales Volume (R axis) 

--Nominal Price (L axiS) 

2Q4(XX) 

202 (XX) 

l:2OO(xx) 
~ 198(xx) 
! 196(xx) 
{!. 194(xx) 

192 (XX) 

190 (XX) 

Kharklvoblenergo 

1200 

• I I 1000 ! 
800 i 
600 8. 
400 a 
200 :::I 

000 
~ ~ ~ ~ ssm s s s ~ ssm 
~ ~ ~ ~ 0 S B ~ ~ ~ ~ S ~ ~ 
~ ~ ~ ~ ~ ~ ~ B 0 ~ ~ ~ ~ ~ 

-II-Average Pnce (L axiS) --Nominal Pnce (L axiS) 

c:=:::J Sales Volume (R axiS) 

300 (XX) 

250 (XX) 

~2OO(xx) 
:! 150(xx) 

S 100(xx) 

50 (XX) 

a 

1400000 
1200000 

a 1 (xx)ooo 
:::I 800000 

l 600000 
I- 400CXXl 

200000 

Luganskoblenergo 

• 
-..... 

.u .............. ~. 'LU ...... LLL •• . .Il. 
~ ~ ~ ~ m ssm s m s s s s 
~ ~ ~ ~ 0 S B ~ ~ ~ ! S 8 ~ 
~ ~ ~ ~ ! ! ! a 0 ~ ~ ~ N ~ 

1800 
1600 
1400 I!! 
1200 ! 
1000 lit 

800 l 
600 a 
400 :::I 
200 
000 

-II-Average Price (L axiS) --Nominal Pnce (L axis) 

c:=:::J Sales Volume (R axis) 

Zhytomlroblenergo 

•• 

120 

100 41 

080 J 
060 1 
040 a 

- •• - 1020:::1 

o I"""" 111111111111" 11111'1+ 11111' 1111'" 1111'111111 000 
~~~~~~sssmsmmssss~m 
8~~~~~ooSa~3~~~S8~8 
~~~~~~8~~~B~~~~~~~~ 

-ll-Average Pnce (L axiS) --Nominal Pnce (L axis) 

c:=:::J Sales Volume (R axis) 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Summary Charts of Stock Values 



"'
0 

Q
l 

<
C

 
CD

 
-
"
 

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
~
-
-
-
-
-
-
-
-
~
-
-
~
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

N
u

m
b

er
 o

f S
h

ar
es

 (
m

Ill
io

n
s)

 

9/
5/

97
 

9/
12

19
7 

9/
19

/9
7 

9/
26

/9
7 

10
/3

/9
7 

10
/1

0/
97

 

10
11

7/
97

 

10
/2

4/
97

 

10
13

11
97

 

11
17

19
7 

11
/1

4/
97

 

11
12

11
97

 

11
/2

8/
97

 

12
15

/9
7 

12
11

2/
97

 

12
11

9/
97

 

12
12

9/
97

 

1/
21

98
 

1/
9/

98
 

1/
16

/9
8 

0 
11

23
19

8 

11
30

/9
8 

-
i 

21
61

98
 

0 ~
 

21
13

/9
8 

Z
 

<:
 

21
20

/9
8 

3 C
" 

~ 
2/

27
19

8 
~ C

Il 
CD

 
31

6/
98

 
:0

:-
0 

U
I 

c::
 

3/
13

/9
8 

m
 

• ::::
I 

3/
20

/9
8 

C
. :i
 

31
27

19
8 

I 
cc

 
-
i 

41
3/

98
 

0 iii
 

41
10

/9
8 

<
 

4/
17

19
8 

0 <:
 

41
24

/9
8 

3 (1
) 

5/
11

98
 

5/
8/

98
 

51
15

/9
8 

5/
22

19
8 

5/
29

/9
8 

6/
51

98
 

6/
12

19
8 

6/
19

/9
8 

61
26

19
8 

71
31

98
 

7/
10

/9
8 

71
17

/9
8 

71
24

/9
8 

7/
31

/9
8 

81
71

98
 

8/
14

/9
8 

81
21

19
8 

81
28

/9
8 

9/
4/

98
 

9/
11

/9
8 

9/
1B

19
8 

o 

-...
... 

~
 

--
'W

" 

~
 

P
..

.-
-.

-

• "- / 

/ 

~
 

..;
;,;

..;
-

"
-

-..
;;:

 

, 

f=
:::

J 
P

 
P ~
 

f=
:::

J 
t::

::J
 

0 
~
 

o 

~
 

----
--

~
 

"'""
 

'"
' 

~
 

~
 

'" 
0

"
,
0

 

V
o

lu
m

e 
o

f S
al

es
 (

m
ill

io
n

s 
U

A
H

) 

'" o 

-

'" '" I I I I I I I I I I I I I I I I I I w
 

a 

<
 

o c 3 (I
) o .....
 

en
 

:J
 

S»
 

@
 

en -I
 

""
'I S»
 

C
. 

(I
) 

C
. 

-
i 0 ~ r (J
) 

(
)
 

~
 

Q
l 
~
 

I I I I I I I I I I I I I I I I I I 

111
 I 



r -------------- ____ -f 
~ 

Weekly Data 09/05/97-09/04/98 

t 

Electricity Stock Volume as Percent of Total 
08 

07 

06 

05 

04 

03 

02 

01 

o I I 
9/5/97 10/5/97 11/5/97 12/5/97 1/5/98 2/5/98 3/5/98 4/5/98 5/5/98 6/5/98 7/5/98 8/5/98 9/5/98 

I CPercent of Total 
Week Ending 

~ 



I I 
T

o
ta

l 
U

A
H

 
~
 

~
 

~
 

f\
J 

.I>
-

0
)
 

0
0

 
0 

f\
J 

.I>
-

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 

I 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
9/

5/
97

 

9/
19

/9
7 

_ 

I 
10

/3
/9

7 
_ 

10
/1

7/
97

 
_ 

I 
10

/3
1/

97
 

_ 

11
/1

4/
97

 
_ 

I 
11

/2
8/

97
 

_ 

0+
 

12
11

21
97

 
_ 

I 
(J

)>
 

12
12

9/
97

 
m

 
<

 
-

CD
 

I 
CD

 
~
 

• 
U

l 
m

 
<

<
0 

1/
91

98
 

o 
CD

 
C

'1
J

 
3 

::
l 

1/
23

/9
8 

1 
CD

 
~ 

~
r
 

-:
=

::
J 

I 
m

 
II

I 
21

6/
98

 
~
 

x 
x 

.
§
.
~
 

~
 

21
20

/9
8 
~
 

" 
I 

'<
 

3/
6/

98
 1

 
<: C

I) ::::
I 

~
 

C
I) 

3/
20

/9
8 

-::
::J

 
... (,
Q

 

I 
z 

-;
::

::
::

:]
 

0 
0 3 

4/
31

98
 
-=

:J
 

:;
 
~
 

~
 

4/
17

/9
8 

1 

I 
n 

~
 

CD
 r 

5/
11

98
 

-3 
II

I 
-3 

x ~
 

5/
15

/9
8 

] 

I 
-;

] 
5/

29
/9

8 
J 1 

6/
12

19
8 

:::
::J

 

I 
-;

] 

6/
26

/9
8 
~
 

~
 

7/
10

19
8 

J 

I 
~
 

7/
24

/9
8 

I 1 

I 
8n

19
8 

8/
21

/9
8 

:::
:::

I 

9/
41

98
 

I 
I 

1 
--

-2
 

9/
18

/9
8 

0 
0 

f\
J 

f\
J 

(.
ol

 
(.

o
l 

.l>
-

I 
0 

!.1
1 

0 
!.1

1 
0 

!.1
1 

0 
!.1

1 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 

U
A

H
 p

er
 s

h
ar

e 

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

-

t I~
 

I 



I 
-
-
-
-
-
-

I 
T

o
ta

l 
U

A
H

 

.... 
N

 
N

 
W

 
0

1
 

0 
0

1
 

0 
0

1
 

0 

I 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

9/
5/

97
 
_

_
 

9/
19

/9
7 

_ 

I 
10

/3
/9

7 
_ 

10
/1

7/
97

 
_ 

I 
10

/3
1/

97
 

_ 

11
/1

4/
97

 _
 

I 
11

/2
8/

97
 

12
11

21
97

 
I 

12
12

9/
97

 _
 

1/
91

98
 

_ 
I 

1/
23

/9
8 

_ 

21
6/

98
 

_ 
I 

+
 

r c:
 

21
20

/9
8 

(Q
 

II
) 

» 
:::J

 

I 
<

 
1/1

 
(I

) iil 
3/

6/
98

 
_ 

~
 

!C
 

0 
(I

) 
C

" 

~
 

3/
20

/9
8 

_ 
CD

 
(')

 
:::J

 

I 
(I

) 
CD

 

r 
~
 

4/
31

98
 

_ 
(Q

 

II
I 

0 
X

 

~
 

4/
17

/9
8 

_ 

5/
11

98
 

_ 
I 

z 0 3 
5/

15
/9

8 
:;

 

I 
!!!

. 
'.=

::
::

:I
 

: 
~
 

5/
29

/9
8 

(')
 

(I
) r 

6/
12

19
8 

_ 

I 
II

I 
X

 

~
 

6/
26

/9
8 

Ii
 

0 
7/

10
/9

8 

I 
en

 
• 

II
I CD

 
7/

24
/9

8 
_ 

<J
l <
 

0 
81

7/
98

 
<:

 

I 
3 (I

) ;a
 

8/
21

/9
8 

>
 

II
I x ~
 

91
41

98
 

I 
~
 

• 
91

18
/9

8 
__

 
-
-
-
-
-
-

0 
N

 
"'" 

(j
) 

(X
) 

.... 
.... 

.... 
.... 

0 
0 

0 
0 

0 
0 

N
 

"'" 
(j

) 
0

>
 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

I 
0 

0 
0 

0 
0 

U
A

H
 p

er
 s

h
ar

e 

-
-

-
-
-
-

(N
J 

I 



I 
T

o
ta

l 
U

A
H

 
I 

... 
... 

... 
N

 
N

 
N

 
(
0

 
(0

 
(0

 
(
0

 
(
0

 
0 

0 
0 

I 
0 

N
 

./>
. 

m
 

0
>

 
0 

N
 

./>
. 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

9/
5/

97
 

9/
19

/9
7 

_ 

I 
10

/3
/9

7 

10
11

71
97

 

I 
10

/3
11

97
 _

 

11
/1

4/
97

 _
 

I 
11

/2
8/

97
 _

 

12
11

21
97

 
_ 

I 
12

12
9/

97
 

_ 

1/
91

98
 

_ 
I 

1/
23

/9
8 

_ 

21
6/

98
 

_ 
I 

+
 

" :::r
 

21
20

/9
8 

_ 
ti

l 
>

 
... 

I 
<

 
;:I

I;"
 

(l
) 

3/
6/

98
 

<
 

iil 
0 

!C
 

C
" 

(l
) 

CD
 

~
 

3/
20

/9
8 

~
 

n 
C

I) 

I 
(l

) 
... 

r 
4/

31
98

 
_ 

(Q
 

D
I 

0 
X

 g 
41

17
19

8 
_ 

5/
1/

98
 

_ 
I 

z 0 3 
5/

15
/9

8 
_ 

S 

I 
!!!

. ~
 

5/
29

/9
8 

_ 
n (l

) r 
6/

12
19

8 

I 
D

I 
X

 g 
6/

26
/9

8 
_ 

0 
7/

10
/9

8 
_ 

I 
en

 
• 

D
I iii"
 

7/
24

/9
8 

'" < 0 
81

7/
98

 
_ 

E
 

I 
3 

• 
(l

) ~
 

8/
21

/9
8 

D
I x g 

9/
41

98
 

I 
9/

18
/9

8 
-
-
-
~
-
-

0 
N

 
./>

. 
m

 
(
»

 
.....

 
0 

0 
0 

0 
0 

0 
N

 

0 
0 

0 
0 

0 
0 

0 

I 
0 

0 

U
A

H
 p

er
 s

h
ar

e 

-
-
-
~
~
 
-
-
-
-
-
-
-
-

-

('v
i 



I 

T
o

ta
l 

U
A

H
 

I 
'" 

.I>
-

O
J 

co
 

0 
'" 

.l>
-

I 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
9/

5/
97

 
_

_
 

~
 

I 
9/

19
/9

7 
_ 

10
/3

/9
7 

_ 

10
/1

7/
97

 
I 

10
/3

1/
97

 

11
11

41
97

 
I 

11
12

8/
97

 
_ 

I 
12

11
21

97
 

_ 

12
12

9/
97

 
_ 

I 
1/

91
98

 _
 

1/
23

/9
8 

J 
• 

I 
21

6/
98

 
~
 

• 
N

 

+
 

:::
T 

'<
 -

21
20

/9
8 

_ 
0 

I 
» 

3 
<

 
(1

) 
... 

iil 
3/

6/
98

 
0 

co
 

C
" 

(1
) 

CD
 

4' 
3/

20
/9

8 
:=

::
::

:l 
• 

~
 

I 
0 

CD
 

(1
) 

... 
r 

4/
31

98
 
~
 

(Q
 

• 
0 

II
I 

X
 ~
 

4/
17

/9
8 

_ 

I 
" 

• 
5/

11
98

 
_ 

Z
 

0 3 
5/

15
/9

8 
-:

J 
• 

I 
:;

 
!!!.

. 4' 
5/

29
/9

8 
_ 

0 
t 

• 
(1

) r 
6/

12
19

8 
_ 

I 
II

I 
~
 

: 
x ~
 

6/
26

/9
8 
~
 

0 
7/

10
/9

8 
_ 

I 
U

l 
II

I CD
 

7/
24

/9
8 

_ 
(J

I <
 

I 
0 

81
71

98
 
~
 

C
 

• 
3 (1

) ~
 

8/
21

/9
8 

_ 

II
I 

X
 

I 
~
 

9/
41

98
 

9/
18

/9
8 

_ 0 
0 

0 
0 

0 

I 
0 

'" 
.I>

-
O

J 
<X

I 
0 

'" 
0 

0 
0 

0 
0 

a 
a 

U
A

H
 p

er
 s

h
ar

e 

-
-
-
-
-
-

-
-
-
-
-
-
-

-
-
-

1f
t 
I 



I I 
T

o
ta

l 
U

A
H

 
I
\)

 
t.U

 
./!

o 
0

1
 

(
)
)
 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

I 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

9
/5

/9
7

 

::
::

J 
91

19
/9

7 
-=

::
::

J 

I 
.;

::
::

J
 

10
13

/9
7 
~
 

t 
10

/1
71

97
 

;)
 

I 
::::

:J 
1

0
/3

1
/9

7
 

1
1

/1
4

/9
7

 ~
 

I 
~
 

~
 

1
1

/2
8

/9
7

 
_ 

I 
12

11
21

97
 

o +
 

~
 

12
12

9/
97

 
_ 

(J
) 

:t>
 

I 
!l

) 
<

 
1/

91
98

 
_ 

CD
 

CD
 

'" 
iil 

-=
::

::
J 

<
(0

 
o 

CD
 

1
/2

3
/9

8
 _

 
C

 
~
 

3 
0 

=
::

:!
 

I 
CD

 
CD

 

~
 

? 
2
I
6
/
9
8
~
 

!l
) 

!l
) 

~ 
x 

x 
N

 
.§

. 
.§

. 
21

20
19

8 
II

I 

~
 

7
:'

 

I 
:::

r 
3

/6
/9

8
 ~
 

a 
~
 

CI
) 
~
 

3
/2

0
/9

8
 
~
 

CI
) ta
 

I 
0 

Z
 

4/
31

98
 ~
 

0 3 :;
 

4
/1

7
/9

8
 
~
 

!!!
. 

I 
~
 

~
 

0 
5

/1
/9

8
 ~
 

CD
 

? 
-;

:]
 

II
I 

5
/1

5
/9

8
 
::

J 

I 
x .§
. 

~
 

5
/2

9
/9

8
 ~
 

6/
12

19
8 
~
 

I 
~
 

6
/2

6
/9

8
 
~
 

~
 

I 
7

/1
0

/9
8

 ~
 ::
:J

 
7

/2
4

/9
8

 

8
r7

l9
8

 
_ 

I 
::

J
 

8
/2

1
/9

8
 

::J
 

] 

I 
9/

41
98

 
J ~
 

9
/1

8
/9

8
 
"
"
=

"
--

--
-_

 
~
-
-
-
-
-

0 
I
\)

 
t.U

 
./!

o 
0

1
 

O
J 

.....
. 

a>
 

<
0

 

I 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

U
A

H
 p

er
 s

h
ar

e 
-
-
-
-
-
-
-
-

-
-
-
-
-
-
-
-
-

I~
 I 



I 
T

o
ta

l 
U

A
H

 
I 

'" 
(0

) 
.I>

-
0

1
 

0>
 

.....
. 

Q
) 

0 
0 

0 
0 

0 
0 

0 
0 

I 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

9/
5/

97
 

9/
19

/9
7 

_ 
I 

10
/3

/9
7 

_ 

10
/1

7/
97

 
I 

~
 

10
/3

1/
97

 
J ~
 

I 
11

/1
4/

97
 

-J 

0+
 11

/2
8/

97
 ~
 

: 
I 

en
 

» 
12

11
21

97
 
=

=
::

J
 

Q
) 

<
 

(Jj
 

-
(1)

 
<D

 
~
 

12
12

9/
97

 
'"

 
Q

) 

I 
<

10
 

• 
o 

<D
 

C
 

"'C
 

1/
91

98
 

_ 
3 

::::
! 

<D
 

£ 
] 

'3J
 ?

 
Q

) 
Q

) 
1/

23
/9

8 
=

::
J 

I 
x 

x 
I 

.§
. 

.§
. 

21
6/

98
 
~ t 

0 
21

20
/9

8 
] 

(1
) 

I 
:::s

 
~
 

.... (1
) 

3/
6/

98
 ~
 

... (1
) 

~
 

:::s
 

(1
) 

z 
3/

20
/9

8 
~
 

ca 
I 

0 3 
~
 

0 
3 

4/
31

98
 

~
 4' 0 
4
/
1
7
/
9
8
~
 

I 
<D

 

? 
I 

Q
) 

5/
1/

98
 -

::::
:J 

x .§
. 

5/
15

/9
8 

=
:J

 

I 
-:::

::J 
5/

29
/9

8 
~
 

~
 

I 
6/

12
19

8 
_ ~
 

6/
26

/9
8 

~
 

III
 

III
 

I 
7/

10
/9

8 
_ ~
 

7/
24

/9
8 
~
 

8/
71

98
 

I 
I 

~
 

8/
21

19
8 

J :=
::

:J
 

I 
9/

4/
98

 
J 3 

9/
18

/9
8 

_
_

 
-
-
-
~
 

-
-
-
-
-
-
-
-

0 
0 

'" 
'" 

(0
) 

(0
) 

.I>
-

.l>
-

I 
0 

0
1

 
0 

0
1

 
0 

0
1

 
0 

0
1

 
0 

0
1

 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 

U
A

H
 p

er
 s

h
ar

e 

-
-
-

-
-
-

-
-
-
-
-
-

t~
'f

 I 




