CABINET OF MINISTERS OF UKRAINE

RESOLUTION
of 8 December 2006 No. 1697
Kyiv

On measures to further improve the mechaism for providing natural gas to domestic
consumers

With the view to ensure reliable supply oétural gas to the population, communal heat
energy enterprises and budget organizationd mstitutions as well as to encourage
economic use of gas resources, the Calmhblinisters ofUkraine resolves:

1. To approve the Temporary procedure for setitgil prices of natural gas for needs of the
population that is attached.



1. This Temporary procedure shall stipulate thechanism for settlement and approval of
retail prices of natural gas suppliedtb@ population (the “natural gas”).

2. Retall prices of natural gas #itee differentiated depending:
on the annual amount of its camsption by the population;
on whether or not natural ganeters are installed.

If natural gas meters are not installed, theilrptéice of natural gas shall be increased by 10
per cent.

3. The terms used in this Temporary procedure shall have the following meanings:

general tariff for natural gasamsportation services shall meamamount of tariff for natural
gas transportation servicegia trunk pipelines and averagweighted tariff for its
transportation services vaastribution pipelines;

retail price of natulagas shall mean therice paid by the population for natural gas
depending on its consumption volume;

average sale price of natural gas shall mean the calculated sale price of natural gas with
regard to the tariff for transportation servicdsstribution and supplies as well as taxes and
duties;

average weighted tariff for natural gas tranggoyn services via digbution pipelines shall
mean the tariff calculated based on tariffs foatural gas transp@tion services via
distribution pipelines and the anhwalume of its transportation;

average weighted tariff for natural gas supplglismean the tariff caldated based on tariffs
for natural gas supply and thanual volume of its supply;

price of natural gas as the goods shall mten average weighted price of natural gas
extracted by domestic enterprises in the territory of Ukraine (the “domestically-extracted
natural gas”) and other natugds resources of the Natiodalint-Stock Company “Naftogaz






8. The National Commission on Regulation of Eyyeof Ukraine shall establish retail prices
of natural gas, to which end:

1) it shall analyze the following materials submitted by the National Joint-Stock Company
“Naftogaz Ukrainy”:

the calculation of the price afomestically-extracted natural gas with a justification of its
components (in particular, the full cost oftuval gas extraction, capitaxpenditures and all
obligatory payments to the budget) and apla&natory note for the calculation period
prepared with regard to the reported datatlier previous year igeneral for the Company
and with the breakdown by gastraction enterprises;

justification of costs related to the salenatural gas and their components;

analytical and statistical ttaon consumption of naturgas by the population, the breakdown
of general volumes by use structure and gnogity annual volumes of consumption, the use
of gas meters in the calculation period #mel relevant reports for the prior year;

proposals regarding the differeriican of retail prices of natal gas with regard to the
requirements of paragraphs 2 anaf @his Temporary procedure;

2) based on the analyses, it slealculate retail prices of natl gas, obtain the approval of
the Ministry of Economy and make the decismmapproving the said prices in accordance
with the procedure stipulated by Rules oti@rof the National Commission on Regulation of
Energy.

9. The review of retail prices of natural gdsall be carried out by the National Commission
on Regulation of Energy of Ukraine both os @wn initiative andollowing the submission



2) passages three, five and shall have the following language:

"subject to approval by the Mini



The sale of natural gas for neeaf the said enterprises shall be carried out by the subsidiary
“Gaz Ukrainy” and the subsidiary “Gaz-Tepl of the National Joint-Stock Company
“Naftogaz Ukrainy,” by business subjects holdagicense to supply natural gas at regulated
tariff, at prices not exceeding the maximumatural gas price levels established by the
Cabinet of Minister of Ukraine™;

in subparagraph 5:
passage one shall have the following language:

"5) all categories of consumers, in particulastitutions and organizations financed from the
state and local budgets except those specifisdlparagraphs 1 and 2 of paragraph 2 of this
Procedure — from gas resources”;

passage six shall be deleted;
2) paragraph 7 shae deleted;

3) passage two of paragraph 4 of thecBdure for providing natural gas to consumers
approved by the said resolution Blirave the following language:

"Gas-extracting enterprises of the Natiodalnt-Stock Company “Naftogaz Ukrainy,” the
National Joint-Stock Company “Nadra Ukrain@)pen Joint-Stock Company “Ukrnafta” and
other business companies, whatarter funds have state peipgation in excess of 50 per
cent as well as business companies, whe@eper cent of stocks (shares) have been
contributed to charter funds of other businesmpanies having the state as their majority
shareholder as well as the state joint-stoakpany “Chornomornaftogaz” shall sell natural
gas they extract (including that extracted in the course of performing joint activity
agreements) to the National Joint-Stock Camp“Naftogaz Ukrainy” only, which will sell

the indicated volumes of natural gas to businasbjects holding licenses to supply natural
gas at regulated tariff for needs of the population.”

4. In the Resolution of the Cabinet of Ministef Ukraine of 29 April 2006 No. 605 "Certain
issues of activities of the National JoBiteck Company “Naftogaz Ukrainy” (Official
Bulletin of Ukraine, 2006, No. 18, page 1349):

paragraph 1 shall have the following language:
"1. To establish, from 1 January 2007tunal gas maximum price levels for:

enterprises of commundieat energy, heat power plantgat supply electric units and
business subjects’ boiler housgsparticular, block (moduld)oiler houses (in amounts used
to provide heat and hot watespply services to the populatioifi,such enterprises maintain
separate equipment accounting for heat hotl water), including VAT, the duty to the
approved natural gas tariff in the form ofpace mark-up, tariffsfor its transportation,
distribution and supply asell as storage castprovided the Natiomdoint-Stock Company



institutions and organizatiorismanced from the state andchd budgets, industrial consumers
and other business subjects, excluding VAT,dbty in addition to the approved natural gas
tariff in the form of a price mark-up, tariffer its transportation, distribution and supply as
well as storage costs at the leveld#H 720 for 1 thousand cubic meters;

to add paragraph 8 to the Resolu



