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

UKRAINE LEGAL AND POLICY SUPPORT
Modeling of the FmancIaI Recovery Plan (Task B2)
NIS Institutional Based Services Under the Energy

Efficiency and Market Reform Project
Contract No CCN~Q~OO~93-00152~OO

Ukrsme Power Sector Reform
Delivery Order No 18

Fmal Report

Preparedfor

U S Agency for InternatIOnal Development
Bureau for Europe and NIS

Office of EnvIronment, Energy and Urban Development
Energy and Infrastructure DIVISIon

Prepared by

Hagler BaIlly
1530 WIlson Boulevard

SUIte 400
Arlmgton, VA 22209~2406

(703) 351~0300

September 8, 1998



-------------- HaglerBadly --------------

Table of Contents

Chapter 6 ConclusIOns

Executive Summary

2-2
2-3
2-3
2-4

1-1
1-2

3-1
3-4
3-5
3-5
3-6
3-8

4-1
4-1
4-6
4-7
4-8
4-9

FmancIaI Recovery Plan
Power Sector Fmancial Model Development

ModelIng of SpecIfic Plan Pomts
Development Scenanos
321 Non-ImplementatIOn scenano descnptIOn
322 PartIal-ImplementatIOn scenano descnptIOn
3 2 3 Full-ImplementatIOn scenarIO descnptIOn
Table 1

1 1
12

CONTENTS

4 1 DescnptIOn of Results
4 2 General AnalYSIS
43 Other ObservatIons
44 Fmancial Tables Non-ImplementatIon scenano
4 5 Fmancial Tables PartIal-ImplementatIOn scenano
4 6 Fmancial Tables Full-ImplementatIOn scenano

21 LEC FIle
22 NDCFI1e
2 3 Genco FIle
2 5 Energoatom file

3 1
32

Chapter 3 ModelIng of the FInanCIal Recovery Plan

Chapter 2 Model DescnptIon, Structure, CapabIlItIes

Chapter 1 IntroductIon

Chapter 4 FInancial Forecasts and Analyses

Chapter 5 SensItIvity AnalySIS - Individual Vanables and their FInancial Impact

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



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

Table ofContents. T-2

AppendIX A Fmanclal Recovery Plan-Cabmet ofMlmsters ResolutlOn

AppendIX B Fmancial Recovery Plan-ActlOn Items

Appendix C Fmancial Recovery Plan-Inchcators table

AppendIX D Exchange Rate Impact on Power Sector Fmances - Hagler Bal1ly Report

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



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

EXECUTIVE SUMMARY

ThIS report was prepared m part, to respond to a sunple questIOn - If slg111ficant progress IS
made on the actIOn Items of the Fmanclal Recovery Plan for the Power Sector ofUkrame,
wIll the sector become solvent? ThIs delIverable was produced to address the request to
prepare "documentation onfinancial analySIS ofthe polley opnons contained In the
[Financial Recovery PlanJto investigate the Impact ofthe plan In achieVing solvency ofthe
sector" m fulfillment of the reqUIrement of the Dehvery Order

The l111tial process of formulatIon of the FmancIaI Recovery Plan for the Ukrame's electnclty
market mvolved the dIScussIon ofa number ofaction Items whIch would Impact VarIOUS parts
of the sector m order to bnng It to a state of solvency and Improved finanCial health WhIle
the ments of the mdlvldual plan Items were agreed upon, and the fmal compOSItIon ofthe
plan was deCIded and adopted by the Ukralman government, there was never more than a
very general attempt at modelIng and quantifymg the Impact of the plan So the questIon of
"What are the operatIOnal and finanCIal results expected from Implementmg the plan?' or
even the more general questIOn of"Does the ImplementatIOn of the plan lead to solvency of
the sector?" could not be answered other than m very broad terms It was for the purpose of
better quantlfymg the answers to these questIOns, as well as to be able to SImulate dIfferent
scenarIOS ofplan ImplementatIon, that the finanCIal model of the electnclty sector of Ukrame
was constructed

Chapter 1 ofthts report descnbes the bnefhtstory and development of the finanCIal model
used to perform these analyses Chapter 2 offers a detaIled descnptiOn of the model Itself, Its
subsectiOns, and Its data reqUIrements, to gIve an overvIew of Its workmgs and capabIlItIes
Chapter 3 elaborates upon the model and ItS speCIfic applIcatiOn towards modelIng the
Fmancial Recovery Plan A charactenzatiOn of the modelmg parameters of each pomt of the
FmancIaI Recovery Plan IS presented Chapter 4 offers detaIled analySIS of the partIcular
model runs whIch reflect three dIfferent potentlalimplementatiOn scenanos Chapter 5 offers
some sensItlvity analySIS of partIcular model mputs and speCIfic actiOns of the Fmanclal
Recovery Plan on the final finanCial health of the sector Chapter 6 offers conclUSiOns

By charactenzmg the plan through changes In the model's mput parameters and runmng
these through the model, It was eVIdenced that ImplementatiOn ofthe FmancIaI Recovery
Plan would lead to better total and cash collectiOns for purchased electnclty, lower levels of
debt to the Energomarket and to the Generators, and hIgher profitablhty of the Generatmg
comparnes In other words, yes, the plan would lead to a more solvent electnclty sector

-------------- HaglerBalily --------------
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ExecutIve Summary .. ES-2

In the process of detenmmng the answers to these questIOns It was also pOSSIble to come to
better understand the basIc relatlOnslnps wlnch govern the work of the sector as an mter
related system Several key concepts came forth from tlns modelIng process FIrstly,
mcreasmg cash collectIOns by small amounts IS not lIkely to produce great Improvements m
the profitabIlIty of the thermal generatIng compames

Any Improvement m the barter mechanIsms, wmch could lower the barter premIUm for fuel,
does have a large Impact on generator profits Improvements m plant charactenstIcs can have
a large Impact on profits, as do mcreases m the Wholesale Purchase Pnce that they are paId
by the Energomarket, m that they dIrectly affect almost all of the revenues and costs the
generators mcur

On the Local Electnclty Company (dIstnbutlOn) SIde, the ImplementatIon of market-based
retaIl tanffs IS a revenue-neutral actIOn, wmch should not be expected to Improve cash or
total collectIOns ElImmatlOn of occupatlOnal-based SubSIdIes affects only a very small
portIOn of payments for electrICity FmancIaI Recovery Plan pomts dIrectly deSIgned to
reschedule debt, encourage repayment for electncity consumed, prompt offsets, 11mIt
consumptIon, and dIsconnect debtors can prove very effectIve m mcreasmg total and cash
collectIOns by the LECs and then to the Energomarket and to the generators Towards thIS
end they do reduce the debt levels both to Energomarket and to the generators

Pnvatizatton of the LEC and generatmg companIes has the potentIal to alter a number of the
key factors modeled above However, gIven the current pace of prIVatIzatIOn, It cannot be
reahstically expected, even under the best scenarIOS, that sIgmficant changes would be
Implemented wmch would yIeld sIgmficant operatmg and finanCIal results by 1999Q4
The current economIc problems m RUSSIa, and ItS effects on UkraIne, mIght play an
Important role m the sector's health m the upcommg quarters PotentIal problems WIth
devaluatIon of the currency would need to be addressed to mamtam a VIable and workmg
Energomarket, partIcularly regardmg restatement ofdebt levels

-------------- HagierBa1l1y --------------

(
.>



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

CHAPTERl

INTRODUCTION

1.1 FINANCIAL RECOVERY PLAN

The Fmancial Recovery Plan for the Energy Sector of Ukrame, was adopted by the Uknuman
Government on AprIl 18, 1998 and was the result of the combmed efforts of Ukramian
government and energy offiCIals, (largely represented by the Mmistry of Energy 
Mmenergo), and Western donors and advIsors By outhmng a multIple-pomt plan whIch
mcluded such dIverse Issues as debt restructunng, Improvement ofcash and total collectIOns,
adherence to Wholesale Market Rules, competitIve procurement of fuel by the generators,
legal reform ImtIatIves, Improvement of the transparency ofthe market processes,
prIVatIzatIOn of the state owned entItles and a generallessenmg ofgovernment mterference m
the sector, It was hoped that Ukrame's electrICIty sector would be set on a course towards
recovery

Smce Its start, the progress of thIs ambItIous program has been regularly assessed through the
momtorIng of the twenty-three actIOns contamed m the plan and a number ofkey mdicators,
such as Local ElectrICIty Company (LEC) cash collectIon rates, debt owed to the market by
the LECs, debt owed the generatIng companIes, and the profit levels of the thermal
generatmg companIes Contmued effectIve progress In ImplementIng the Fmanclal Recovery
Plan (FRP) has also been hnked to the final declSlon on the suspended World Bank
ElectncIty Market Development Project Loan, whIch IS expected on October 15, 1998 A
copy of the Cabmet ofMlmsters ResolutIOn adoptmg the FmanClal Recovery Plan, a IIstmg
ofthe detaIled Items oftbe Plan, and a table of the Plan's finanCIal mdicators are offered m
AppendIces 1,2, and 3, respectIvely

The underlymg assumptIon and hope of the Ukralman Government and donors was that the
adoptIon and full ImplementatIOn ofthe plan would sIgmficantly Improve the finanCIal
condItIOn of the sector WhIle targets for the key IndICators have been establIshed and much
work has gone Into assessmg whether the plan IS bemg fully Implemented and the extent to
whIch targets are bemg met, a more complete assessment ofthe antICIpated Impact of the
Plan's ImplementatIOn on the sector was needed More speCIfically, what would be the
antICIpated speCIfic Impact of the dIfferent polIcy optIOns contamed m the plan on the debt
levels of market entItles and on the finanCIal statements ofthe generatmg companIes? How
great an Impact would these polICIes truly have and could they truly lead to solvency of the
sector?

-------------- HaglerBaJlly --------------



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

INTRODUCTION" 1-2

1.2 POWER SECTOR FINANCIAL MODEL DEVELOPMENT

WIth thIS purpose m mmd, Putnam Hayes and Bartlett developed an Irutlal verSIOn ofa
finanCial model ofUkrame's electncity sector Thts hmited model, desIgned as a number of
mter-Imked Excel spreadsheets, was lrutlally designed to follow the operatlOns and financial
statements of the NatIOnal Dispatch Center (NDC), Energoatom, and the four thermal
generatmg compames (Gencos) It did not attempt to model the LECs/Oblenergos or
mdependent energy supphers (lESs) beyond theIr total amount and method ofpayments to
NDC It was a shell for domg poltcy calculatIOns for the NDC and the generators (thermal
and nuclear) and proVided an excellent start at outhrung the baSIC relationships between theIr
operatIOnal Side and the finanCial Side In thts ongmal form, however, It was not very useful
m assessmg poltcies regardmg oblenergos, special collectIOns programs or dealmg With
particular customer categones or classes

The finanCial model has been modified along several fronts since Hagler Badly received It
from Putnam Hayes and Bartlett m February FIrstly, a number of the assumptIOns and
background data were adjusted gIven our htstoncal data from the Market Funds and System
Settlement processes To effectively morutor the Power-Coal program, plan-by-plant heat
rates as well as the calonfic content of fuel for each plant were mtegrated mto the model
structure On the LEC Side, a front-end module was developed to more accurately capture the
dIstnbutlOn SIde tarIffs, collectIOns, and debts The ImplementatIOn of market based retad
tarIffs IS reflected on the dlstnbutIon SIde All of these changes make the model a more
effective and accurate tool for system-Wide finanCial analySIS

The consequences of changmg some mput parameters of the model can be tracked as they
flow through the system For mstance, an Improvement m cash collectIOns on the Oblenergo
SIde would flow through NDC and be spItt to end up as more cash m the hands of the Gencos
WIth WhICh they could pay salaries or buy fuel In another example, phySIcal parameters,
such as low voltage loss levels, would Impact the amount of electriCity LECs would need to
purchase from the Energomarket which then Impact the system generatIon needs With the
ImplementatIOn of market-based retail tarIffs, these losses would also be reflected m the retaIl
pnce and thus m the collectIOns from customers It IS m thiS system-Wide sense that the
model was used to assess the Impact of the sIgmficant pomts of the Fmanclal Recovery Plan

-------------- Hagler BaJlly --------------
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CHAPTER 2
MODEL DESCRIPTION, STRUCTURE, CAPABILITIES

The FRP model consIsts of eIght Interconnected files a summary file, a Local Electncity
Company (LEC) file, an NDC file, a file for each ofthe four Gencos, and a file for
Energoatom

The tIme penod covered In the model IS from the begInnIng of 1997 to the end of 1999 on a
quarterly basIs ThIs covers the tIme penod ofFInancIal Recovery Plan ImplementatIOn and
essentIally attempts to capture efforts at estabhshIng some measures of solvency In the sector
WIthIn a shorter tIme frame Key Input data pnor to 1998QIIS largely hIstoncally, whIle
mput data after thIs IS pnmanly the result offorecasts and assumptIOns Output results
before 1998Q2 are a mIxture of model calculatIOns and actual figures, whereas after 1998Q2
they are all calculated The model was mitIally deSIgned through the year 2002 and the
modelmg tIme frame could be eaSIly extended to address longer tIme-frame solvency of the
sector

The model's basIC structure and data components WIll be outhned below

The summary file prOVIdes the general economIc and speCIfic mput assumptIOns
1) General AssumptIOns Sheet (U S and UkraInIan mflatlOn rates, exchange rates, fuel

pnces)
2) IndIcators Sheet (varIables taken from other spreadsheets)
3) SpeCIfic AssumptIOns (taken from NDC file and deal WIth RetaIl Demand, Contract

Pnces for Nuclear and Hydro, Wholesale Purchase Pnce, etc)

For the LECs and lESs, the respectIve file conSIsts of 12 sheets, whIch calculate the
consumptIOn, generatIOn, pnces, sales, and collectIOns on the dIstrIbutIon SIde of the sector

For NDe the respectIve file consIst of four sheets
1) Input Sheet (mput sheet, and relevant vanables taken from the other files)
2) AssumptIOns and Operatmg Results
3) Fmanclal Statements - Income, Cash Flow, Balance Sheet
4) Output (taken from the prevIOus sheets for use by other files)

For Enegoatom and the four Gencos, the respectIve files also conSIst of four sheets
1) Input Sheet (mput sheet, and relevant vanables taken from the other files)
2) AssumptIOns and Operatmg Results (A&R)
3) Fmanclal Statements - Income, Cash Flow, Balance Sheet

______________ Hagler Batlly _
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MODEL DESCRIPTION, STRUCTURE, CAPABILITIES" 2-2

4) Output (taken from the prevIous sheets for use by other files)

The heart of the model consIsts of the LEC, NDC and Genco files, for wmch we had the most
detaIled source mformatIOn and where almost all the SIgnificant calculations take place A
more detailed assessment of these files follows

2.1 LEe FIle

Input Sheet (data collected from other sheets)
• Data Imported on the Wholesale market Pnce, Dollar/Hryvma Exchange Rate
BaSIC Data
• Data on Low Voltage Network Operator (LVNO) Fees, Supply Fees, Low Voltage

Losses, AdmInIstratIve Retal1 Tanffs by customer category, LEC generatIOn, Total
and Cash CollectIOn Rates, Total and Cash Payment rates to NDC (all by mdIVIdual
oblenegro)

ObICan1 Sheet
• CalculatIOn ofthe spht of total consumptIOn among the dIfferent oblenegros, IES and

mto current customer categones
OblPnces Sheet
• CalculatIon of the spht of total consumptIOn among the dIfferent oblenegros, IES, by

customer category, by quarter
LVNO Supply
• CalculatIOn ofthe LVNO portIOn of the retal1 tanffaccordmg to hcences, by

oblenegros, IESs and customer category, by quarter
OblConsump
• CalculatIOn of the projected electrICIty consumptIOn by oblenegro, lESs and customer

category, by quarter
OblGenNeed
• CalculatIOn of the customer consumptIOn needs grossed-up for low voltage losses by

oblenegro, IESs, customer category, by quarter
OblTotSales
• ConsumptIOn multiphed by pnces, CalculatIOn of SUbSIdy totals for the SUbSIdIzed

reSIdentIal customers
LVNOSunnlySales
• CalculatIOn of the LVNO portIOn ofsales

PurchFrmEm
• CalculatIon of the amount of electncity purchased from Energomarket, by oblenegro,

lESs by quarter
• CalculatIOn ofTotal and Cash Payments by oblenegros, IESs by quarter, and the

aggregate % payment

______________ Hagler BaIlly _
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MODEL DESCRIPTION, STRUCTURE, CAPABILITIES" 2-3

• Summary mformatlOn from LEC sectIOn

Output
• DetaIls for other spreadsheets collected from A&R

2.2 NDe FIle

Input Sheet (data collected from other sheets)
• Key assumptlOns - NDC CollectlOn Rate, total RetaIl ConsumptIOn from LEC sheet
• DetaIls regardmg transfer orders, offsets for the mdIvldual generators
AssumptlOns and Operatmg Results Sheet
AssumptIOns
• The Wholesale Purchase Pnces (paId to thermal generators), Nuclear and Hydro

Pnces are mputs, the latter two set by NatIOnal Energy Regulatory CommIssIon
(NERC)

NDC dIspatch
• Total generatIon sales = RetaIl Demand + lugh and low voltage transmISSIOn losses
• GeneratIOn sales to NDC = Total generatIon sales - Combmed Heat and Power

generatiOn
• Nuclear and Hydro GeneratIOn levels are mput, thermal generatIOn IS the resIdual
• Generators are paId accordmg to determmed contract pnces (hydro, nuclear) or the

market Wholesale Purchase Pnce (WPP)
• Wholesale Market Pnce to Oblenegros (WMP) =WPP + calculated uplIft (NERC

determmed HIgh Voltage fee, NDC fee + adjustment for bI-lateral contract purchase
pnces (nuclear and hydro)

NDCMFP
• Oblenegro receIpts, cash, Transfer Orders, Offsets, PromIssory Notes are added

together to get a figure for total NDC dlstnbute receIpts
• CalculatIOns of the amount Due to Generators - for current generatIOn, for old debt
• If total NDC dIstnbutable receIpts are greater than current payment due to Gencos,

then the Extra funds are used to pay back old debt to Gencos (accordmg to theIr
accrued debt)

• CalculatIOns of Cash DIstnbutIon - takmg Into account offsets, transfer orders, old
debt to partIcular generators

Fmancml Statements
• The FInanCIal Statements flow largely from the OperatIng Results
• NDC IS modeled to have no profit or losses

2.3 GENCO FILE

Input (Collected from other sheets)

______________ HaglerBaJlly _
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MODEL DESCRIPTION, STRUCTURE, CAPABILITIES ~ 2-4

• Fuel Pnces for coal, natural gas, and mazut are taken from the general summary file
• Method ofPayment for fuel, smce cash IS scarce
• Generation splIt among the generatmg company's plants
• Fuel consumptiOn charactensttcs, heat rates by plant and by fuel type

AssumptiOns and Operatmg Results
• Offsets completed by the Genco
• Barter PremiUm - Extra premium on the pnce offuel pmd for non-cash (debt, transfer

orders) fuel purchases
• Payment for Fuel by Cash - represents the cash left over after payment ofwages and

mmntenance costs
• Payment for Fuel by Debt - calculates the portiOn of non-cash fuel purchases paid for

by debt
• Transfer Orders - PortiOn of non-cash fuel purchases not covered by debt
• Fuel consumptIon levels and costs for the Gencos are comphed by aggregatmg the

fuel needs of the mdlvldual stattons based on the plant charactenstlcs from the Input
sheet,
and the amount of needed electncity generatiOn from the NDC spreadsheet

FmancIaI Statements
• FmancIaI Statements flow largely from operatmg results

2.4 ENERGOATOM FIle

Input (data from the NDC sheet)
• Sales to NDC, Actual Payments by NDC
AssumptiOns and Operatmg Results
• Barter premiUm for non-cash purchasmg of fuel
• Key element - Transfer Orders (HR) - If cash IS avaIlable, It IS used to buy fuel

OtherwIse fuel IS brought VIa transfer orders
FmanClal Statements
• Flow from Operatmg Results
• Income Statement - Cost ofEnergy Sales (fuel) IS a functiOn of the Mwh generated

and the method of payment (cash vs barter)
• Balance sheet

______________ Hagler Bailly _
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CHAPTER 3
MODELING THE FINANCIAL RECOVERY PLAN

3.1 MODELING OF SPECIFIC PLAN POINTS

WhIle some aspects of the financial recovery plan are amenable to quantItatIve modelIng,
other aspects of the plan would be dIfficult to charactenze wIth data In general, many of the
specIfic pomts of the FRP would mfluence one or more of the measurable model mputs
such as the cash collectIOns rate, generatIOn fuel cost and operatmg costs, etc WhIle the
exact effect of each of the mdIvIdual FRP mItIatIves on these general mputs IS dIfficult to
assess, attnbutmg these values can gIve a general sense of the Impact of the mItIatIve
Workmg WIth a range of mput parameters, one can track how they flow through to the
trackable outputs thus allowmg for some baSIC senSItIVity analysIs In thIS way, the potential
leverage ofpolIcy optIons can be assessed

A number of the pomts of plan mvolve the "IdentIficatIOn" of levels of debt, offsets, etc as a
first step leadmg to partIcular actIOns addressmg the problems Modehng of the Impact of
these aspects of the plan can only truly take place once the magmtude of the problem has
been "IdentIfied" Below, I wIll address the Fmanclal Recovery Plan pomt by pomt and
report on the how the dIfferent FRP mItIatIves were modeled

1) ReqUIre that non-cash financwl settlements use the NBU offset mechanzsm - Expected
to reduce barter costs

There IS currently a lme Item m the GENCO files ofthe model reflectmg the "barter
premIum" for the purchasmg of fuel The value of thIS premIUm can be reduced
m the model WIth the ImplementatIOn of thiS polIcy The effects WIll then be
reflected m cost savmgs for the generatmg companIes

2) Applv all financwl resources after wages, repazrs and taxes to cash fuel procurement
Expected to reduce generatIon costs

The FRP model IS currently set up to account for thIS for each generatmg company
WIth the current SItuatIOn m the sector, thIS polIcy optIOn cannot be expected to
playa slgmficant role, as there IS often not enough cash to cover even the wages
and repairs

3) GeneratIOn companzes competltivelv procure fuel- Reduces costs through lower pnces
for a gIven thermal content

CompetItIve procurement represents a different concept than the elImmatIOn of the
barter premIUm By freemg up the Gencos to procure their coal through

--------------- Hagler BaIlly ---------------
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MODELING THE FINANCIAL RECOVERY PLAN ~ 3-2

competItive tenders, It IS expected that pnces wIll decrease If pnce floors for fuel
are m place, the competItIOn could be held on the baSIS of fuel quality and the
calonfic content of the fuel would be expected to Improve The model contams
both fuel pnce and a fuel calonfic content hne mput for all of the generatmg
companIes, which allows modelIng of expected improvements

4) Identr6; as 00/1/98 accounts payable ofsupply and generatIOn companIes and provIde
for thIS debt to be rescheduled for payment over 5 years - Reduces unscheduled claims
agamst electnclty companIes

The accounts payable amounts can easIly be dIrectly set m the accounts m the model
Currently the model contams estimates of these values TheIr repayment over a
given tIme penod can be readIly modeled However, WIthout knowmg more
details regardmg the actual schedules adopted, these debt repayments are modeled
based on an assumed repayment schedule WhIle prelimmary work on
Identlfymg such energy sector accounts has begun (as eVIdenced by Order #582 of
the Cabmet of Mmlsters) no real actIOn has been taken on thIS front

5) TranSIt to market based retazl tarrtfs - Ensures that customers pay to cover costs and
create condItIOns for full market operatIOn

The LEC front end to the model has been developed and mcludes the establIshment of
retail tarIffs on the baSIS ofthe Wholesale Market Pnce, LVNO fee, Supply Fee
and Losses (Agncultural and ReSIdential TarIffs Will contmue to be set by decree
and assumptIOns WIll be made regardmg these rates RetaIl tarIff for the other
customers are now expected to be phased m dunng 1998Q4) These calculatIOns
are bemg done by oblenergo, as thIS IS more convement and useful for more
detailed modelmg

6) Determine amounts due to sUllplIers and generators according the Wholesale Market
Rules EnfOrce Market Funds Procedure - Improves operatIOn of wholesale market

These amounts due are regularly accounted for by NDC The model mputs are
generally conSIstent With these figures Currently, however, a number of the
market rules are not bemg entIrely followed A bId cap IS m place for generators,
essentIally lImItmg the Wholesale Purchase Pnce bemg paid to generators for
theIr generatIOn Generators are not bemg compensatIOn for Constramed On and
Off generatIOn, but are also not bemg assessed penaltIes CorrectIOn of these
factors would likely raIse the effectIve pnce bemg paid to the generators

On the other hand, due to the lack of fuel, generators are essentially bemg run on the
baSIS of theIr aVailable fuel stocks and not on the baSIS of whIch plants are most
effiCIent An Improvement m the fuel SItuatIOn would, m thIS case, probably
lower the cost of the margmal plant bemg run, and thus decrease the Wholesale
Purchase Pnce

ThIS polIcy can be modeled by adJustmg the mput hne for the Wholesale Purchase
Pnce m the model

7) CancellatIOn ofprIvlle~ed tarIfft based on occupatIOnal prIncmle EnfOrce consumptIOn
lImIts fOr remaining classes ofprIvlleged customers - annual savmgs

--------------- Hagler Bailly ---------------
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MODELING THE FINANCIAL RECOVERY PLAN ~ 3-3

The LEC front end of the model calculates total SubsIdIes for resIdentIal customers
based on theIr consumptIOn and theIr tarIffs m effect Pnvileged tarIffs based on
the occupatIOnal prmciple account for only around 10-20% ofthe total pnvileges
WIth thIS the figures for the pnvtleged customers can be roughly adjusted to
reflect tms pohcy mitiatIve ThIS would then flow mto greater cash and total
collectIOns, as well as cash and total payments to the Energomarket

8) Oblenergos to termznate serVIce to all defaulters ProsecutIOn ofznterferzng local
admznIstratIOns - Improve payment collectIOns
The pnmary reflectIOn of oblenergos termmatmg servIce to defaulters onto the model

parameters would be an Improvement of total and cash collectIOns as well as total
and cash payments to the Energomarket WhIle one mIght expect a lowenng of
total consumptIOn as well, the state of pent-up demand m Ukrame IS hkely to fill
m the slack

9) LImIt budget customers consumptIOn to no more than amount prOVIded zn cost estImates 
termmatIOn of unpaId electncity supply
Enforcmg such lImIts would be most readIly reflected m an Improvement m total

collectIOns from customers and total payments to the Energomarket and a
potentiallowenng of consumptIOn Smce budget customers are generally not
large payers ofcash, cash collectIOns would not be expected to nse very much

10) Transfer orMFA tram NDC to new EnergoMal ket Enterprzse
11) Formalzze the compulsory use orclearzng accounts
12) Prepare ProposItzans to Rada regardIng non-tImely payments by budget and resIdentzal

customers
The Impacts of these pomts are not accounted for m the model

13)For defaulted budget znstltutzons, IdentIty and execute offsets For defaulted state
controlled enterprzses Identt{y and execute uszng NBU mechamsm

WhIle the model IS deSIgned to handle offsets and process them as they become
Identified, It IS more reahstIc to reflect thIS mitIatIve m terms ofan Improvement
m total collectIOns and total payments to the Energomarket These are stnctly
non-cash transactIOns thus cash collectIOns and cash payments to the
Energomarket would not be affected

14) For maror non-budget customers Identr{y and reschedule arrears orover three months
znto debt znstruments
It IS dIfficult to dIrectly model the Impact of thIS pomt untIl the debt repayment

schedules are estabhshed Consequently, ImplementatIOn of thIS pohcy pomt
would be best reflected through Improvements of total and cash collectIOns and
payments to the Energomarket

15) Establzsh collectIOn departments at oblenergos to take actzon agaInst defaulters
ImplementatIOn of thIS pohcy pomt IS best reflected through Improvements of total

and cash collectIOns and payments to the Energomarket
16) Assure financmg to pay budget arrears for electrICIty and heat wIthm 5 vears (wi

Treasurypromlssory note programs)
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MODELING THE FINANCIAL RECOVERY PLAN ~ 3-4

ThIS can be modeled but not wIthout more detaIled knowledge of how thIS process
wIll be earned out

17) Transfer management ofstate owned blocks to tender and competItIOn wmners -_more
effiCIent management, Increase share value
ThIs actIOn facIlItates the pnvatizatIOn process whIch IS covered m pomts #18 and

#19 below
18) Sell oblenergo shares wIth mvestment commItments

The Impact of thIS actIOn IS dIfficult to model unless we know the thrust of the
mvestment commItments AssumptIOns can be made that at least a part ofthe
Investment commItments would be dIrected towards Improvmg the oblenergo's
generally poor low voltage loss charactenstlcs ThIS can be modeled on the LEC
SIde, by effectIvely reducmg the amount ofelectnclty the oblenergos need to
purchase from the Energomarket to satISfy theIr demand CollectIOns percentages
by the oblenergos would not change, but percentage payments to NDC would
Improve

WIth ImplementatIOn of retaIl tarIffs, the Improved loss charactenstlcs would also be
reflected m lower retail pnces Such Improvements, however, would take some
tIme to become realIzed, partIcularly when consldermg the FRP plannmg honzon

19)5ell gencos shares WIth mvestment commItments
Once agaIn, It IS dIfficult to model the effect of thIS pnvatizatIOn unless the thrust of

the Investment commItments IS better known AssumptIOns about Improved heat
rates, resultmg from refurbIshment of eqUIpment, or more aVailable cash WIth
whIch to purchase fuel can be modeled WIthIn the relevant tIme frame, on the
one hand, pnvatizatIOn mIght mvolve a decrease m wages and mamtenance
expenses, but a pnvatlzed company mIght very well want to mcrease mamtenance
expendItures In the short term to prevent detenoratIOn of eqUIpment and assets

20) ReVIew 17-19 and prepare lJrlVatlzatlOn plan for 1999
21 )Fmanczal Recovery CommISSIOn to controllmplementatlOn and report quarterly
22)Fmanczal mdlcators prepared
23)Draft appeal to remstate EMDP loan based m malal perfOrmance ofFRP, mcludmg

metermg and commUnicatIOns equwment for hourly tariffs and voluntary demand
curtazlment

These pomts are not modeled

3.2 DEVELOPMENT OF SCENARIOS

Three scenanos have been put forth to forecast the Impact of the Fmancial Recovery Plan on
the sector, each charactenzed by a partIcular set of Input charactenstlcs, as mentIOned In the
lIst above The first, peSSImIstIc, scenarIO represents non-ImplementatIOn ofthe actIVItIes of
the finanCIal recovery plan, and essentIally a contmuatIOn of the status quo m the mdustry
The second, mIddle, scenano represents a partmlimplementatIOn of the plan The thud,
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MODELING THE FINANCIAL RECOVERY PLAN ~ 3-5

optImIstIc scenano enVISIons progress on all the POInts of the financIal recovery plan In thIS
manner, we can pIck out some of the resultIng financIal IndIcators, debt levels and financIal
statements of the gencos m order to assess the true Impact of the plan A complementary
analysIs of the sensitivIty ofmdlvldual vanables IS undertaken m Chapter 5 of this report
AnalysIs ofpartIcular polIcy optIOns and vanables WIll thus follow the scenarIO analysIs

All data mputs exogenous to the scope of the plan have been left IdentIcal m the three
scenarIOS Therefore mformatIOn such as the UkraIman exchange rate, oblenergos generatIOn
levels, and the tarIff for nuclear generatIOn, are the same In all three cases, and are offered on
the Summary/General AssumptIOns sheet at the end of thIS sectIOn Some data, such as the
generatIOn dIstnbutIOn amongst the four thermal generators, or amongst the Gencos' plants IS
also presumed to stay constant For our purposes, the modelmg of such changes would
mtroduce unnecessary compleXIty

321 Scenario 1- Non-ImplementatIOn (pessimistic) ScenarIO

Table 1, detaIlmg the speCIfic modelmg of all of the scenarIOS, IS offered below The
peSSImIstIc scenano IS charactenzed firstly, by the faIlure to Implement market-based retaIl
tarIffs In thIS case the admInIstratIve tanffs remam In place for the duratIOn of the tIme
penod There IS no prIVatIzatIOn ofLECs and thus no Improvements In the low-voltage loss
characterIstICS SubSIdIes based on the occupatIOnal prInCIple would remam m effect As
none of the collectIOns-Improvmg polICIes would be Implemented, Total and Cash collectIOns
by LEC, as well as Total and Cash Payments to the Energomarket would remam at current
levels of around 98% total collectIOn and 12% cash collectIOns

Adherence to Market Rules would contmue as IS today, thus the bId cap for generators would
remam m place, and the Wholesale Purchase PrIce paId to generators would not mcrease
Generatmg plant techmcal characterIstICS would not Improve as no prIvate mvestments would
flow to the Gencos SImIlarly, the barter premIUm of20% would remam m effect, effectIvely
makmg fuel purchaSIng more expenSIve m the case of a lack ofcash The mabillty to procure
fuel through competItIve tenders would also not permIt Improvements m eIther the fuel
purchase pnce or m the fuels' calonfic content

3 2 2 ScenarIO 2 - PartIal-ImplementatIOn Scenario

The charactenstIcs of the mIddle scenano are shown m Table 1 In contrast to the peSSImIstIC
scenarIO, market-based retaIl tanffs are Implemented, but not untIl 1999Q2 AdmInIstratIve
tarIffs remam m place for mdustnal customers untIl thIS tIme PrIVatIzatIOn of the
Oblenergos proceeds slowly and thus, the mvestments to the LV network would only begm
to take place and no Improvements m the low-voltage loss characterIstICS could be expected
SubSIdIes based on the occupatIOnal pnncIple would remaIn m effect untIl1999Q2, at WhICh
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MODELING THE FINANCIAL RECOVERY PLAN ~ 3-6

pomt they would be elImmated As the debt-restructunng and collectlOns-improvmg pohcles
would be only partiallY-Implemented or Implemented wIth some delay, Total and Cash
CollectIOns by Oblenergos, as well as Total and Cash Payments to the Energomarket would
mcrease from the current levels, but at a slow pace, begmnmg m 1999Q2

The bId cap for generators would remam m place, but a dIspatch log would be operatmg and
transparent, facilItatmg payments for constramed operatIOn and other non-compensated
servIces WIth an Improvement m the fuel SItuatIOn, the generatIOn sIde would be dIspatched
more effectIvely whIch would work to lower the margmal block pnce Wholesale Purchase
Pnce paid to generators would not mcrease

PnvatizatIOn would begm after a delay, thus generatmg plant technIcal charactenstics would
not Improve m the relevant time honzon as pnvate mvestments would only begm flowmg to
the Gencos The barter premIUm would be lowered, from 20% to 15% to 10% begmmng m
1999Q4, effectIvely brmgmg down Genco fuel costs LImIted abIlIty to procure fuel through
competitIve tenders would permIt small Improvements m eIther the fuel purchase pnce or m
the fuels calonfic content Presummg the pnce floor on coal remams m effect, thIS ImtIative
WIll be modeled by Improvmg the heat content of coal utl1Ized at thermal generatmg plants
by 5% startmg m 1999Q2 Any cash left over after payment of wages, mamtenance and
taxes IS used towards the purchase of fuel, at the non-barter/cash pnce

3 2 3 ScenarIO 3 - Full-ImplementatIOn ScenarIO

The charactenzatlOn of the optImIstIC scenarIO IS also offered m Table 1 It IS assumed that
market-based retail tanffs are Implemented as of 1998Q4 PnvatIzatIon of the LECs would
proceed qUIckly, mvestments are made, and by 1999Q4 there are Improvements m the low
voltage loss charactenstics SubSIdIes based on the occupatIOnal prmciple would be
elImmated by 1998Q4 WIth the ImplementatIOn of the varIOUS debt-restructunng and
collections-improvmg pohcles Total and Cash CollectIOns by LECs, as well as Total and
Cash Payments to the Energomarket would Improve qUIckly, begmmng m 1998Q4

For the full-ImplementatIOn scenarIO, Market Rules would be closely followed for the
determmatIOn of payments to LECs and generators The bId cap for generators would be
lIfted, payments for addItIOnal generatIOn servIces would be mcluded and an Improved fuel
SItuatIOn would allow for more economIC dispatchmg The result of all these factors mIght
be a slIght mcrease m the effective pnce paid to the Generators (from 1996$33 to 1996$34
per MWh) by 1999Q2 WhIle pnvatizatIOn would proceed, withm the gIven tIme schedule
generatmg plant techmcal charactenstIcs would not Improve as the effect of technIcal
mvestment would not yet be felt The barter premIUm would be lowered begmnmg m
1998Q4 droppmg from 20% to 15% to 10%, effectIvely makmg fuel purchasmg less
expenSIve m the case of a lack ofcash Fuel procurement through competItIve tenders would
yIeld lower fuel purchase pnces and/or Improvements m the fuels' calonfic content GIven
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MODELING THE FINANCIAL RECOVERY PLAN II> 3-7

the current pnce floors m place for coal pnces, thIS mItIatIve WIll be modeled by Improvmg
the heat content of coal utIlIzed at thermal generatmg plants by 5% startmg m 1998Q4 Any
cash left over after payment ofwages and mamtenance IS used towards the purchase of fuel,
at the non-barter/cash pnce

-------------- HaglerBaJlly --------------



I Table 1

MODEL INPUTS

I Scenarios

I #1 No #2 Partial # 3 Full
Impementatlon Implmentatlon ImplementatLQn FRP Item

I Table 1

MODEL INPUTS

I Scenarios

I #1 No #2 Partial # 3 Full
I.m..pementatlon Implmentatlon 1mplementatlon FRP Item

I
LECSHEET

I HERC mformatlon for Retail Tariffs

Supplier fees (License pnces) not Implemented 1999Q1 1998Q4 5

I
for population

for other customers

LVNO fees (License pnce) not Implemented 1999Q1 1998Q4 5

I
35-154 kW customers

< 35 kW customers

Loss factors no change no change Improve 18

I
35-154 kW customers

< 35 kW customers

I
Seasonal Loss Factors

Loss % mulbplier - voltage level 1 no change no change no change

Loss % multiplier - voltage level 2

I AdmmistratlVely Set Retail Prices (HERC)

Industrial> 750 (12/9/97 NERC Order) no change eilmlnated 1999Q1 eliminated 1998Q4 5
Industrial < 750

I Elec Rwy

Elec Urban

Non-Ind

I Agricultural (12/9{97 NERC Order) no change no change no change
Households (from 4/10/98 Order) no change no change no change

Urban

I Rural

Electnc cookers

Settlements

I Urban

Rural

I
09/15/98

I '1:'"1
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I Table 1

MODEL INPUTS

I Scenarios

I #1 No #2 Partial # 3 Full
Impementatlon IIDRlmentatlon Implementation FRP Item

I Electric cookers

Occupational Based Subsidies no change eliminated 1999Q2 eliminated 1998Q4 7

I Gross Production by LEC Power Plants (MFP) no change no change no change

I
Tariffs for Oblenergo Generation (MFP) no change no change no change

LEC Collections (total) (Min) no change 8,9,13,14,15Increase Increase

I
LEC Collections (cash)(Mm) no change mcrease Increase 8,14,15

Oblenergo Payments to Energomarket no change mcrease mcrease 8,9,13,14,15

I
Oblenergo Cash Payments to Energomarket no change mcrease Increase 8,14,15

IES Payments to Energomarket no change no change no change

I
IES Cash Payments to Energomarket

Total Retail Sales no change no change no change

I NDC_SH£ET

I Percentage of thermal productIon by genco
Centrenergo no change no change no change

Donbassenergo

I Dnlprenergo

Zakhldenergo

I Exchange rate [H $] No difference among scenarlous

US pnce level [1996=1] " "
Ukranlan price level [1996=1]

I HV losses, [%] no change no change no change

I Expenses
Nuclear [$1996/MWh] no change no change no change
Hydro [$ 1996/MWh]

I Wholesale Market Purchase Price [$/MWh] no change no change Increase 1999Q2 6
HV net fee [$ mill [1997] no change no change no change
NDC/ESE fee [$ mil] [1997]

I Subsidy Requirement [% of NDC sales]

Average profit on Import/export [$/MWh] "

I
09/15/98

I 0



I Table 1

MODEL INPUTS

I Scenarios

I #1 No #2 Partial # 3 Full
Impementatlon Implmentatlon Implementation FRP Item

I
NDC Despatch

I
Nuclear (MWh) no change no change no change

Hydro [MWhj " "

I
Cash flow

Interest expense no change no change no change

World Bank Drawdown " "

I
World Bank Repayment

DIvidend " " "

I
Balance Sheet

Inventory no change no change no change

Authorized Capital ..

I
Special Fund& Target Fmanclng

Other Reserves

I QEN_CJ)~H£.ET

I
% Payment for Fuel usmg debt

If cash covers less than 50% of expenses no change no change no change

If cash covers >50% and <80% of expenses

If cash covers >80% oftotal expenses ..

I Percent generation by plant no change no change no change

Zuev - % of Donbass generation

I Starobesh - % of Donbass generation

Slavlansk - coal - % of Donbass generation

Slavlansk - oillgas - % of Donbass generation

I Kurakhov - % of Donbassenergo generation

Luhansk - % of Donbassenergo generation

I Fuel Consumption (g / kwh) no change no change no change

Luhansk

Starobesh

I Slavlansk

Kurakhov

Zuev

I Coal / Mazut / Gas - Portion of total Fuel (%) no change no change no change

I
09/15/98

I ~tA



I Table 1

MODEL INPUTS

I Scenarios

I #1 No #2 PaJ11al # 3 Full
Im~ementatlon Implmentatlon 1mplementatLoo FRP Item

I Luhansk

Starobesh

I
Slavlansk

Kurakhov

Zuev

I Coal/ Mazut / Gas - Fuel Calorific Value (Kcal/kg no change Improve 1999Q2 Improve 1998Q4 3
Luhansk

I
Starobesh

Slavlansk

Kurakhov

I
Zuev

Assumptions

I
World bank loan drawdown [$ min] no change no change no change

Payout rate [%1
Required Cash Balance [% of Revenue]

Capital Increase " 19

I Offsets complete [Mil Hv ]

Wages [1996Hv/Q] 19

I
Mamtenance[1996Hv/Q] 19
Major malntenance[1996Hv/Q] 19

Barter Premium no change lower 199902 lower 199804 1,2

I
GENERAL SHEET

I Ukranlan Inflation [%] no change no change no change
Ukranlan price level [1996=1]

I US Inflation %

US price level [1996=1] "
Exchange rate [H $] "

I Fuelpnces no change no change lower 2
Coal [1996 $/t]

Mazut [1996 $/t]

I Gas [1996 $/tcm]

I
I

09/15/98

I
",,1
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CHAPTER 4
FINANCIAL FORECASTS AND ANALYSES

DESCRIPTION OF RESULTS

The scenanos reflectIng the dIfferent levels of ImplementatIOn of the FInancIal Recovery Plan
were run through the model of UkraIne's electncity sector, as outlIned In the prevIOUS sectIOn
The model-Input charactenstics were changed as descnbed In Table I, for the time penods
dIscussed prevIously The folloWIng sets of results, for each of the three scenarIOS, are mcluded
as tables at the end of thIS sectIOn

1) Summary/IndIcators - the modelIng results ofpartIcular varIables of Interest, such as debt
levels to the Energomarket and to Generators, after tax generator profit levels, sales
figures, and cash payments to generators These are offered both In current Hryvma and
m 1996 U S dollars to separate the Impact of changes In the exchange rate

2) Thermal Genco FInancIal Statements - Income Statements and Balance Sheets for
Zakhidenergo, Dmproenergo, Donbassenergo, Centerenergo

3) Energoatom FmancIal Statements - Income Statements and Balance Sheets

4) LEC mformatIOn - general mformatIOn from the Oblenergo/LEC SIde of the sector

5) NDC FInancIal Statements - Income Statement and Balance Sheets

4.2 GENERAL ANALYSIS

The financial tables resultmg from the model runs mdIcate that the FInancial Recovery Plan, as
modeled In the optImIstIc Scenano 3, does lead to Improvements In some key finanCIal mdIcators
ofthe Energomarket and ItS partICIpants The plan, fully Implemented, thus results In a healthIer,
more solvent electncIty sector Several examples of thIS Improvement, as eVIdenced In the data,
are offered below

Hagler BaIlly
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FINANCIAL FORECASTS AND ANALYSES ~ 4-2

CHARTl

LEe Arrears to the Energomarket

(Mtlhon Hr)

I998QI I998Q2 1998Q3 1998Q4 1999Ql I999Q2 1999Q3 1999Q4

ScenarIO 1 3,165 3,117 3,165 3,188 3,234 3,297 3,358 3,388

Non-
ImplementatIOn

ScenarIo 2 3,165 3,117 3,165 3,188 3,208 3,209 3,182 3,072

PartIal
ImplementatIon

ScenarIo 3 3,165 3,117 3,145 3,099 3,050 3,004 2,928 2,755

Full ImplementatIon

Chart 1 mdlcates the quarterly status ofLEC arrears to the Energomarket over the remammg
time penod of the Fmanclal Recovery Plan Through 1998Q2, the plans are IdentIcal m theIr
results and the data corresponds to collected mstoncal data The Impact of the plan's
ImplementatIOn begms to be felt III 1998Q3 under the optImIstIC Scenano 3 LEC arrears to the
Energomarket are most dnectly related to then total payment levels to the Energomarket over
time The pomts of the plan related to total collectIOns, partIcularly the ones termmatmg servIce
to debtors, reschedulIng debt, and realIzmg budget payments, would begm takmg effect by the
thIrd quarter, helpmg raIse total collectIOns By 1998Q4, these effects on total collectIOns are
heIghtened, occupatIOnal-based SubSIdIes are cancelled and market-based retall tanffs are
mtroduced Total collectIOns rate Improvements contmue as the plan comes mto full effect m
1999 By the fourth quarter of 1999, Total Payments ofLECs to the Energomarket m the
Scenanos 3 are calculated to be runmng close to 106% of theIr purchases from the market for the
penod

A slIght Improvement m the Wholesale Purchase Pnce pald to the generators (by mcreasmg the
pnce charged oblenergos), would also yIeld greater payments to the market

Hagler Badly
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FINANCIAL FORECASTS AND ANALYSES • 4-3

Better total collectIOns result m the accelerated paymg off of debt to the Energomarket, whIch
drops to 2755 ml1hon Hr by 1999Q4 ThIS IS an Improvement of more than 600 Hr over the
pessImIstic non-ImplementatIOn Scenano 1

For the partIal-ImplementatIOn Scenano 2, the ImplementatIOn of the plan moves along more
slowly and does not start takIng effect until 1999Ql By 1999Q4, however, Total LEC
Payments to Energomarket are calculated to be close to 104% and over 300 ml1hon Hr less IS
owed by LECs to the Energomarket than under ScenarIO 1 Undet the non-Implementation
Scenano 1, Total LEC payments were presumed to not change much from the hIstoncal data and
stay at around 98% oftheIr purchases from the Energomarket

CHART 2

Energomarket Arrears to Generators

(MIllIon Hr)

1998QI 1998Q2 1998Q3 1998Q4 1999QI I 999Q2 I999Q3 I999Q4

Scenano I 2,986 2,896 2,944 2,967 3,013 3,076 3,137 3,167

Non-
ImplementatIon

ScenarIO 2 2,986 2,896 2,944 2,967 2,987 2,988 2,961 2,851

PartIal
ImplementatIon

Scenano 3 2,986 2,896 2,924 2,878 2,829 2,786 2,707 2,534

Full ImplementatIOn

Chart 2 mdicates the amounts that the Energomarket owes the generators (Energoatom, hydro,
thermal) for then generaTIon sales ThIs data IS clearly related to the precedmg table, as
Energomarket collectIOn of payments and debt from the LECs IS subsequently passed on to pay
off the market's debt to the Gencos It IS clear that the generators fare better under the full
ImplementatIon Scenario 3

Hagler BaIlly
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FINANCIAL FORECASTS AND ANALYSES ~ 4-4

CHART 3

Thermal Generator Revenue Collected m Cash

(Percent)

1998Ql 1998Q2 1998Q3 1998Q4 1999Ql 1999Q2 1999Q3 1999Q4

ScenarIo 1 14 72 38 46 45 38 37 47

Non-
ImplementatiOn

ScenariO 2 I 4 72 38 46 54 68 85 108

Partial
Implementation

Scenano 3 I 4 72 46 78 97 108 118 138

Full ImplementatiOn

Chart 3 deals WIth a dIfferent set of Issues, namely the amount ofcash that ends up floWIng to the
thermal generatmg companIes ThIS mdicator IS affected most sIgmficantly by the level of cash
collectIOns by the LECs, the amount ofcash that gets passed on to the Energomarket and how
thIS cash IS dIstnbuted between the generators By 1999Q4, as a result of FRP ImplementatIOn,
LEC Cash payments to Energomarket Iffiprove to almost 25% of what they owe for purchased
electrICIty For the non-ImplementatIOn ScenarIO I, thIS figures stays at around 12%, whIle the
partIal ImplementatIOn Scenano 2 has cash payments nse to almost 21 % by 1999Q4

ScenarIO 3 shows a marked Improvement m the amount of cash eventually makIng ItS way to the
generators FIrstly, a number of the FmancIal Recovery Plan pomts focus on raIsmg cash
collectIOns EhmmatIOn ofoccupatIOnal-based SubSIdIes bnngs more cash, as mdividual
reSIdentIal customers are generally cash-payers

AddItIOnally, stncter adherence to Market Rules would lead to a shght mcrease m the Wholesale
Purchase Pnce paid to the generators, mcreasmg total as well as cash payments mto the market
These would also flow through to the generators

WIth addItIOnal cash, and after paymg off wages and mamtenance costs, Gencos can
theoretIcally purchase fuel at a cheaper pnce and aVOId the barter premIum However, lookmg at
the operatIOnal sheets of the generators WIthm the model, even m the optImIstIC Scenano 3 the
cash left over can only cover, at best, 10-15% of total necessary fuel costs If It IS presumed that
Gencos must also cover taxes WIth cash, then essentIally almost no cash would be left over for
fuel purchases

Hagler BaIlly
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FINANCIAL FORECASTS AND ANALYSES" 4-5

CHART 4

Thermal Generator After Tax Profit

(MI1honHr)

1998QI I998Q2 I998Q3 1998Q4 I999Ql 1999Q2 1999Q3 I999Q4

Scenano 1 -72 -28 10 69 96 39 35 34

Non-
ImplementatIOn

Scenano 2 -72 -28 10 69 96 133 189 135

PartIal
ImplementatIOn

ScenarIo 3 -72 -28 10 170 287 245 245 73*

Full ImplementatIon

* Note Income taxes are presumed to be paId m Q4 for the full year of profits

Fmally, Chart 4 addresses the Issues of how thermal generator profitabl1Ity IS Impacted by the
dIfferent scenarIOS of ImplementatIon of the FmancIaI Recovery Plan As IS eVIdent from the
quarterly profit figures above, ImplementatIon of the FRP yIelds more profitable thermal
generatmg compames

ProfitabIhty IS, In pnnciple, affected by the level ofcash collectIOns ImplementatIOn of the
plan's actIvItIes ImproVIng cash collectIOns would yIeld more cash flowmg to the Gencos, as
noted In the tables above WIth thIs addItIOnal cash, the Gencos could save money on fuel
purchases by aVOldmg the barter premmm However, as also noted above, the amount of fuel
affected by thIS, and thus the addItIOnal profits from thIS cash are neghgible Total collectIOns by
the LECs, as modeled, do not affect Genco profits If the Energomarket does not collect enough
funds to allow the Gencos to cover costs, the Gencos end up runnmg up theIr debts As there IS
no mterest charged on debt, thIS does not affect profits

ProfitabIhty IS also dIrectly affected by the amount of money the Energomarket pays the thermal
Gencos per megawatt-hour of theIr productIOn Better enforcement of market rules would be
expected to shghtly mcrease the market's Wholesale Purchase Pnce, leadIng to addItIOnal
operatmg payments, and thus mcreasmg revenue

Hagler Badly
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FINANCIAL FORECASTS AND ANALYSES" 4-6

ImplementatIOn of the aspects of the FInancIal Recovery Plan standardIzIng offsets and barter
operatIOns begIns In 1998Q4 for Scenano 1 and In 1999Q2 for Scenano 2 The resultIng
reductIOn m barter premIUm would affect most of the fuel purchased by Gencos and thus lower
costs and Improve profitabIlIty The purchasmg ofcoal VIa competitive tender would gIve the
Gencos more control as to the qualIty ofthe coal, and this IS modeled by a 5% mcrease In the
calonfic content ofcoal, In 1998Q4 for Scenano 1 and m 1999Q2 for Scenano 2 WIth the
Improved calonfic content the Gencos would essentially need to buy less coal to generate the
needed amount ofelectnclty, ImprOVIng theIr profits Naturally, the generatIng compames more
dependent upon natural gas and Mazut to power theIr plants would be less lIkely to benefit

As It IS, the four Gencos dIffer m theIr profitabIlIty level, whIch prImanly results from theIr
dIfferent qualIty of purchased coal and the dIfferent technIcal charactenstics and heat rates at the
mdividual plants LookIng at theIr financIal statements, Centerenergo comes out as the most
profitable

Fmally, the model currently leVIes mcome taxes at the end of the fourth quarter of the year,
explammg the drop-off m fourth quarter profits

OTHER OBSERVATIONS

As a whole, the Fmancial Recovery Plan IS modeled WIth less ofan Impact on Energoatom than
on the other entItles m the sector FIrstly, there are no changes of Energoatom's contract pnce
WIth the Energomarket for electnclty sold to the market Tills pnce IS fixed by NERC and
adjusts WIth the exchange rate There IS also no dISCUSSIon ofpurchasmg nuclear fuel VIa a
tender process, thus no cost savmgs from such a process A decrease m the barter premIUm does
pOSItively affect Energoatom's finances, In that It lowers the pnce It pays for ItS nuclear fuel
However, for nuclear plants, fuel compnses a smaller portIOn of total costs than m thermal plant
A much greater portIOn of Energoatom's costs fall under the category of FIxed OperatIng Costs
and thus the Impact of thIS pomt of the plan IS weaker Fmally, as WIth the thermal generators,
the Impact of mcreased cash flowmg to Energoatom would have a pOSItIve Impact on theIr
profits

Hagler BaIlly
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4.4 FINANCIAL STATEMENTS

ScenarlO 1 - Non ImplementatlOn

Hagler BaIlly
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Summary
General assumption

9701 9702 9703 9704 9801 9802 9803 9804 9901 9902 9903 99Q4 1997 1998 19991 Ukraman Inflation [%] 3 1 31 31 31 31 31 31 3 1 31 31 3 1 31 13 13 82 Ukraman pnce level [1996=1 103 106 11 1 13 1 16 12 124 128 132 1 36 14 144 1 13 128 1443 US ,""abon % 074 074 074 074 074 074 074 074 074 074 074 074 3 3 34 US price level [1996=1] 101 101 102 103 104 105 105 106 1 07 108 108 109 103 106 1095 Exchange rate [H $] 184 189 193 197 202 21 225 245 251 257 263 269 197 245 2697 Fuel pnces
7a Coal (1996 $/t) 339 339 339 339 339 339 339 339 339 339 339 339 3387 3387 33877b Mazut [1996 $/t) 1129 1129 1129 1129 1129 1129 1129 1129 1129 1129 1129 1129 1129 1129 11297c Gas [1996 $ltcm] 83 83 83 83 83 83 83 83 83 83 83 83 83 83 837d Coal [Hv/t] 629 648 668 689 71 743 802 88 908 936 965 995 6584 7841 95067 Mazut [Hit] 20952 21601 22271 22962 23673 24781 26748 29341 30251 31188 32155 33152 21947 26136 316877f Gas [H/lcm] 15403 15881 16373 1688 17404 18218 19664 2157 22239 22929 23639 24372 16134 19214 23295

~
o

09/23/98
MODEL3WK4

Page 1
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Zakhldenergo Fmanclal Statement [Hv Mm 1

#1 Non Implementation

Income Statement

9701a 97Q2a 9703a 9704 98Q1 98Q2 9803 9804 99Q1 99Q2 9903 9904 1997 1998 1999

1 Revenues
2 Electricity sales 206 111 217 2307 2684 2164 2392 3871 3704 2954 3003 4539 7647 1111 1 14199
3 Heatsales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 206 111 217 2307 2684 2164 2392 3871 3704 2954 3003 4539 7647 11111 14199

5 Costs
6 Fuel 177 75 158 2086 2517 1915 2025 3295 3135 2499 2553 3863 6186 9752 1205
7 Wages 53 55 57 59 6 62 64 66 68 53 231 261
8 Maintenance 6 61 63 65 67 69 71 74 76 6 257 29
9 Major maintenance 0 0 0

10 Other 25 10 29 10 103 106 11 113 116 12 124 128 74 432 488
11 DepreCiation 6 13 13 119 119 119 119 119 119 119 11 9 119 439 476 476
12 Total costs 208 98 200 2418 2866 2261 2378 3656 3602 2873 2936 4254 7478 11149 13666

13 Proftt before mterest and tax 2 13 17 11 1 172 97 14 216 202 81 66 284 169 38 633
14 Interest on loans 0 a 0 0 0 0 0 a 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 a 0 0 a 0 a a

16 Profit before tax 2 13 17 11 1 172 97 14 216 202 81 66 284 169 38 633

17 Taxation 8 6 7 a a 0 0 a 0 0 a 19 21 a 19

18 Profit after tax 10 7 10 111 172 97 14 216 202 81 66 95 41 38 443

19 Profit broughtforward 34 -44 37 27 381 552 649 639 -476 325 265 215 34 381 478
20 DIvidends 0 a 0 a a a 04 54 5 2 17 24 0 58 11 1
21 Profit earned forward -44 37 27 381 552 649 639 -478 325 265 215 144 381 -476 144

e ,

VV
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Zakh!,denergo Financial Statement [Hv Min]

Balance Sheet

#1 Non~mplementabon 9701 9702 9703 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999
Fixed assets
Gnoss 2962 3424 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977
Depreciation 683 696 709 7209 7328 7447 7566 7686 7805 7924 8043 8162 7209 7686 8162
Net 2279 2728 1268 15098 12442 12323 12204 12084 11965 1184 6 11727 11608 15098 12084 11608
Other fixed assets 145 270 282 282 282 282 282 282 282 282 282 282 282 282 282
Total 2424 2998 1550 15389 15262 15143 15024 14904 14785 14666 14547 14428 15389 14904 14428
Current assets
Debtors 267 302 327 308 399 410 4148 4176 4228 4294 4366 4391 308 4176 4391

Debtors NDCIESE 133 168 193 174 265 276 2808 2836 2888 2954 3015 3051 174 2836 3051
Debtors other & NDC dlsp 134 134 134 134 134 134 134 134 134 134 134 134 134 134 134

Other 24 31 34 34 34 34 34 34 34 34 34 34 34 34 34
Fuel Inventory 58 75 58 58 58 58 58 58 58 58 58 58 58 58 58
Cash 1 0 0 0 0 0 0 0 68 55 56 83 0 0 83
Total 350 408 419 400 491 502 5068 5096 5215 5269 5332 5394 400 5096 5394

Current liabilities
Due fuel suppliers old 293 293 293 293 293 293 2564 2198 1831 1465 1099 733 293 2198 733
Due Fuel Suppliers- Offsets I 29 B5 71 71 71 71 651 592 533 473 414 355 71 592 355
Due fuel suppliers new 209 747 1168 982 984 972 899 855 956 209 984 956
Other Trade Creditors 0 0 0
State 15 18 18 18 18 18 18 18 18 18 18 18 18 18 18
Credit toward Current hab,hltes 389 0 306 0 0 0 0 0 0
Short term borrOWing 21 20 1 0 27 0 223 393 681 1052 1416 1612 0 393 1612
Total 358 416 383 364 4594 4682 460 4346 4196 4069 3964 3836 364 4346 3836
Long Tenn liabilities
World Bank loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 2416 2990 1586 15749 15578 15481 15491 15654 15805 15865 15915 15986 15749 15654 15986
Shareholders funds
Share caprtal 128 128 128 128 128 128 128 128 128 128 128 128 128 128 128
Revaluation reserve 2332 2899 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485
Pnolit and losses account -44 37 27 381 552 -649 639 -476 325 265 215 144 381 -476 144

Total 2416 2990 1686 16749 16678 16481 16491 16664 16806 16866 16916 16986 16749 16664 16986

0 0 0 0 0 0 0 0 0 0

09/23198..~
~
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Dmproenergo Financial Statement [Hv Min J

#1 Non Implementation

Income Statement

9701a 9702a 9703a 9704 9601 9602 9603 96Q4 9901 9902 9903 99Q4 1997 1998 1999

1 Revenues
2 Electricity sales 242 253 271 3528 3026 318 3515 5689 5443 4341 4412 667 11188 15409 20868
3 Heat sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 242 253 271 3528 3026 318 3515 6689 6443 4341 4412 667 11188 16409 20866

5 Costs
6 Fuel 217 209 249 3182 2747 2741 3094 5023 4805 3833 3896 5889 9932 13606 18423
7 Wages 108 112 115 119 123 126 13 134 138 108 469 529
8 Maintenance 12 123 127 131 135 14 144 148 153 12 517 585
9 AddItIonal maintenance 0 0 0

10 Other 14 21 21 4 41 43 44 45 47 48 5 51 60 173 195
11 Depreciation 5 14 2 93 93 93 93 93 93 93 93 93 303 372 372
12 Total costs 236 244 272 3543 3117 3119 3481 6419 6211 4248 4321 6324 11063 16136 20104

13 Profit before Interest and tax 6 9 1 15 9 6 33 27 232 93 92 346 125 273 762
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 6 9 1 15 9 6 33 27 232 93 92 346 125 273 762

17 Taxation 6 1 0 0 0 0 0 82 0 0 0 229 7 82 229

18 Profit after tax 0 8 1 -15 9 6 33 168 232 93 92 117 55 191 534

19 Profrt broughlforward 51 51 -43 -44 -455 545 50 -475 334 16 9 -21 51 -455 334
20 DiVidends 0 0 0 0 0 15 08 47 56 23 23 29 0 7 133
21 Profit earned forward 51 -43 -44 -455 545 50 -475 334 16 9 21 66 -455 -334 66

~
\."-
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Dmproenergo Financial Statement [Hv Min 1

#1 Non Implementation

Balance Sheet

97Q1 97Q2 97Q3 97Q4 98Q1 98Q2 98Q3 98Q4 99Q1 99Q2 99Q3 99Q4 1997 1998 1999
Fixed assets
Gross 1544 1588 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542
DepreCiation 887 901 903 9123 9275 9423 9567 9708 9846 998 10111 10239 9123 9708 10239
Net 657 687 639 6297 6145 5997 5853 5712 5574 544 5309 5181 6297 5712 5181
Other fixed assets 31 34 35 35 35 35 35 35 35 35 35 35 35 35 35
Total 688 721 674 6647 6495 6347 6203 6062 5924 579 5659 5531 6647 6062 5531
Current assets
Debtors 416 361 392 671 617 622 6291 6331 5408 5506 6696 6648 671 6331 6648

Debtors NDC/ESE 281 227 258 437 383 388 3951 3991 4068 4165 4255 4308 437 3991 4308
Debtors other and NOC dl 134 134 134 134 134 134 134 134 134 134 134 134 134 134 134

Other 6 14 14 14 14 14 14 14 14 14 14 14 14 14 14
Fuel Inventory 148 163 160 160 160 160 160 160 160 160 160 160 160 160 160
Cash 1 1 1 0 0 0 0 0 102 83 85 125 0 0 125
Total 570 539 567 745 691 696 7031 7071 725 7328 742 7512 745 7071 7512

Current liabilities
Due fuel suppliers old 3675 3675 3675 3675 3675 3675 3216 2756 2297 1838 1378 919 3675 2756 919
Due Fuel Suppliers Offsets I 2145 1535 1595 1595 1595 1595 1462 1329 1196 1063 93 798 1595 1329 798
Due fuel suppliers new 27 1306 1994 1592 1487 1399 1257 1168 1278 27 1487 1278
Other Trade Creditors 0 0 0
State 15 21 16 16 16 16 16 16 16 16 16 16 16 16 16
Credit towards current hablltles 0 35 867 0 0 0 0 0 0
Short term borrowing 22 33 17 1602 0 0 28 484 1032 1639 2213 2573 1602 484 2573
Total 619 575 560 7302 6701 6557 6458 6217 6084 5957 565 5727 7302 6217 5727
Long Term Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 639 685 681 6795 6705 675 677 5 6916 709 716 7229 7316 6795 6916 7316
Shareholders funds
Share capital 98 98 98 98 98 98 98 98 98 98 98 98 98 98 98
Revaluation reserve 592 630 627 627 627 627 627 627 627 627 627 627 627 627 627
Profit and losses account 51 -43 -44 -455 545 50 -475 334 16 9 21 66 -455 334 66

Total 639 685 681 6795 6705 675 6775 6916 709 716 7229 7316 6795 6916 7316

~ 09/23/98
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Donbassenergo Financial Statement [Hv Min I

#1 Non Implementalion

Income Statement

97Q1a 97Q2a 97Q3a 97Q4 98Ql 98Q2 98Q3 98Q4 99Ql 99Q2 99Q3 99Q4 1997 1998 1999

1 Revenues
2 Eleclnclly sales 229 138 352 3528 3305 3445 3809 6164 5898 4704 4781 7227 10718 16723 2261
3 Heat sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 229 138 352 3528 3305 3445 3809 6164 5898 4704 4781 7227 10718 16723 2261

5 Costs
6 Fuel 206 106 298 3453 3331 3298 3509 568 5434 4335 4406 6659 9553 15819 20834
7 Wages 10 103 106 11 113 116 12 124 128 10 432 488
8 Maintenance 12 124 128 132 136 14 144 149 153 12 518 588
9 Additional maintenance 0 0 0

10 Other 16 12 34 12 124 128 132 136 14 144 149 153 74 518 588
11 Depreclalion 1 19 13 126 126 126 126 126 126 126 126 126 456 502 502
12 Total costs 223 137 345 3919 3807 3785 4008 619 5956 4869 4952 7219 10969 1779 22996

13 Profit before Inlerest and tax 8 1 7 39 502 34 199 26 58 164 171 08 25 1067 386
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 ForeIgn exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 6 1 7 39 502 34 199 26 58 164 171 08 25 1067 386

17 Taxation 6 3 5 0 0 0 0 0 0 0 0 0 14 0 0

18 Profit after tax 0 2 2 39 502 34 199 26 58 164 171 08 39 1067 386

19 Profit broughtforward 122 122 124 122 161 2113 2453 2652 2677 2736 290 3071 122 161 2677
20 DIvidends 0 0 0 0 0 0 0 0 0 0 0 02 0 0 02
21 Profit earned forward 122 124 122 161 2113 2453 2652 2677 2736 290 3071 3065 161 2677 2736

-....;-
\..r~
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Donbassenergo Financial Statement (Hv Min )

#1 Non ImplementatIon

Balance Sheet

97Q1 97Q2 97Q3 97Q4 98Q1 98Q2 98Q3 9BQ4 99Q1 99Q2 99Q3 99Q4 1997 1998 1999
Fixed assets
Gross 2074 2127 2084 2084 2084 20B4 2084 2084 2084 2084 2084 2084 2084 2084 2084
Depreclallon 1043 1062 1075 10B76 11001 11127 11252 1137 B 11503 11629 11754 1188 10876 11378 1188
Net 1031 1065 1009 9964 9839 9713 9588 9462 9337 9211 9086 898 9964 9462 896
Other fixed assets 146 153 174 174 174 174 174 174 174 174 174 174 174 174 174
Total 1177 1218 1183 11704 11579 11453 11328 11202 11077 10951 10826 1070 11704 11202 1070
Current assets
Debtors 225 332 360 358 400 405 4127 417 4254 4358 4457 4514 358 417 4514

Debtors NDC/ESE 102 209 237 235 277 282 2897 294 3024 3128 3227 3284 235 294 3284
Debtors other and NDC 123 123 123 123 123 123 123 123 123 123 123 123 123 123 123

Other 16 33 46 46 46 46 46 46 46 46 46 46 46 46 48
Fuel Inventory 86 92 100 100 100 100 100 100 100 100 100 100 100 100 100
Cash 3 1 1 0 0 0 a a 117 95 97 142 a a 142
Total 330 458 507 504 546 551 5587 563 583 5913 6013 811 5 504 563 6115

Current liabilities
Due fuel suppliers old 285 285 285 285 285 285 2494 2138 1781 1425 1069 713 285 2138 713
Due Fuel Suppliers Offsets I 197 304 307 307 307 307 2814 2558 2303 2047 1791 1535 307 2558 1535
Due fuel suppliers new 345 896 1587 1409 1507 1548 1466 1418 1611 345 1507 181 1
Other Trade Creditors
State 14 12 12 12 12 12 12 12 12 12 12 12 12 12 12
Credit towards current liabilities 51 0 231 0 0 0 0 0 0
Short term borrOWing 19 26 6 0 195 0 709 1167 187 2687 3492 3882 0 1167 3882
Total 515 627 610 6335 7132 7396 7546 749 7622 7744 789 786 6335 749 786
Long Tenn Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 992 1049 1080 1041 9907 9567 9368 9343 9284 912 8949 8955 1041 9343 8955
Shareholders funds
Share capital 236 236 236 236 236 236 236 236 236 236 236 236 236 236 236
Revaluation reserve 878 937 966 966 966 966 966 966 966 966 966 966 966 966 966
Profit and losses account 122 124 122 161 2113 2453 2652 2677 2736 290 3071 3065 161 2677 3065

Total 992 1049 1080 1041 9907 9567 9368 9343 9284 912 8949 8955 1041 9343 8955

\-?:<.. --
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Centerenergo Financial Statement [Hv Min 1

#1 Non Implementation

Income Statement

97Q1a 97Q2a 97Q3a 97Q4 98Q1 98Q2 98Q3 98Q4 99Q1 99Q2 99Q3 99Q4 1997 1998 1999

1 Revenues
2 Electricity sales 281 124 314 4071 3647 3022 3341 5407 5173 4126 4194 6339 11261 15416 19832
3 Heat sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 281 124 314 4071 3647 3022 3341 5407 6173 4126 4194 6339 11261 15416 19832

0 0 0
5 Costs 0 0 0
6 Fuel 270 94 303 3537 3246 2568 2724 4423 4203 3348 3424 5183 10207 12961 18158
7 Wages 72 75 77 79 82 84 87 9 92 72 312 353
8 Maintenance 81 84 86 89 92 95 98 101 104 81 351 397
9 Major maintenance 0 0 0

10 Other 13 10 19 10 103 106 11 113 116 12 124 128 52 432 488
11 DepreCiation 6 11 11 91 91 91 91 91 91 91 91 91 371 362 362
12 Total costs 289 115 333 3881 3598 2928 3092 480 4589 3743 3829 5597 11251 14419 17758

13 Profit before Interest and tax 8 9 19 19 48 94 249 607 584 383 365 742 1 997 2074
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 8 9 19 19 48 94 249 607 584 383 365 742 1 997 2074

17 Taxation 0 0 0 03 0 0 0 299 0 0 0 622 03 299 622

18 Profit aftertax 8 9 19 187 48 94 249 308 564 383 365 12 07 696 1452

19 Profit broughtfolWard 94 102 93 112 933 897 827 64 409 29 316 59 94 933 -409
20 DIvIdends 0 0 0 0 12 23 62 77 146 96 91 3 0 175 363
21 Profit earned fOlWard 102 93 112 933 897 827 -64 -409 29 316 59 679 933 409 679

~-=.=":h
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Centerenergo Financial Statement [Hv Min I

Balance Sheet

#1 Non ImplementatIon 9701a 9702a 9703a 97Q4 98Ql 9802 9803 9804 99Ql 9902 9903 9904 1997 1998 1999
Fixed assets
Gross 1450 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503
Depreciation 783 794 823 8321 8411 8502 8592 8683 8773 8864 8954 9045 8321 6663 9045
Net 667 709 660 6709 6619 6528 6438 6347 6257 6166 6076 5985 6709 6347 5985
Other fixed assets 74 79 79 79 79 79 79 79 79 79 79 79 79 79 79
Total 741 788 759 7499 7409 7318 7228 7137 7047 6956 6866 6775 7499 7137 6775
Current assets
Debtors 659 633 669 606 625 599 6057 6096 6169 626 6347 6397 606 6096 6397

Debtors NDGIESE 305 279 315 252 271 245 2517 2556 2629 272 2807 2857 252 2556 2857
Debtors other & NDC dIs 354 354 354 354 354 354 354 354 354 354 354 354 354 354 354

Other 3 6 6 8 8 8 8 8 8 8 8 8 8 8 8
Fuel Inventory 85 66 66 66 86 66 86 66 66 66 86 86 86 86 66
Cash 1 0 0 0 0 0 0 0 9 73 75 11 0 0 11
Total 746 725 763 700 719 693 6997 7036 7199 7273 7362 7447 700 7036 7447

Current liabilities
Due fuel suppliers old 414 414 414 414 414 414 3623 3105 2566 207 1553 1035 414 3105 1035
Due Fuel Suppliers Offsets I 234 196 223 223 223 223 2044 1858 1673 1467 1301 111 5 223 1858 111 5
Due fuel suppliers new 354 688 1363 1182 123 1243 1166 1121 1266 354 123 1266
Other Trade Creditors 0 0 0
State 8 10 10 10 10 10 10 10 10 10 10 10 10 10 10
CredIt towards current liabilities 1261 1733 2628 1953 1561 1257 779 306 0
Short term borrOWing 17 16 0 0 0 0 0 0 0 0 0 157 0 0 157
Total 673 636 647 5562 5626 5205 4995 4712 4347 4044 3767 3672 5562 4712 3672
Long Term liabilities
World Bank loan 0 0 0 0 0 0 0 0 0 0 0 a 0
Net assets 616 875 875 8937 6973 9043 923 9461 9699 10186 1046 10549 8937 9461 10549
Shareholders fUnds 0 0
Share capital 92 92 92 92 92 92 92 92 92 92 92 92 92 92 92
Revaluation reserve 626 876 895 695 695 895 695 895 695 895 895 895 895 895 895
Profit and losses account 102 93 112 933 897 827 64 -409 29 316 59 679 933 -409 679

Total 616 875 875 6937 6973 9043 923 9461 9899 10186 1046 10549 8937 9461 10549

09/23/98 MODEL_NO WK4 Page 2
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Energoatom Financial Statement [Hv Min)

#1 Non Implementation

Income Statement

9701a 9702a 9703a 9704 98Q1 9802 9803 9804 9901 99Q2 9903 9904 1997 1998 1999

1 ElectriCity sales to NDC 584 918 1071 7712 9738 9482 10235 11227 11575 11934 12304 12685 33442 40682 48498
2 ElectriCity Sales Other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
3 Other Sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 584 918 1071 7712 9738 9482 10235 11227 11575 11934 12304 12685 33442 40682 48498

5 Costs
6 Costs of energy sales 256 471 461 4176 4509 4398 4716 5125 5201 5375 5591 5757 16056 18747 21924
7 Cost of other sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
8 Depreciation 45 47 117 835 835 835 835 835 835 835 835 835 2925 3341 3341
9 Gross Profit 283 400 493 2701 4394 4249 4684 5267 5538 5724 5878 6093 14461 18594 23233

10 Fixed Operaltng Costs 212 246 228 2351 2424 2499 2576 2656 2738 2823 2911 3001 9211 10154 11473
11 Interest Expense 0 0 0
12 Other Income 26 30 38 38 38 38 38 38 38 38 38 38 132 152 152
13 Profit before tax 45 124 227 3 159 137 1728 2231 242 2521 2587 2712 393 6919 1024
14 TaxatIon 68 72 178 0 0 0 0 2076 0 0 0 3072 318 2076 3072
15 Profit after tax 23 52 49 3 159 137 1728 155 242 2521 2587 36 75 4843 7166
16 DIvIdends 0 0 0 0 398 343 432 39 605 63 647 0 0 1211 1882
17 Retamed profit 23 52 49 3 1193 1028 1296 116 1815 189 194 36 75 3633 5286
18 Profit Carned FOlWard 151 99 50 53 663 1691 2986 3103 4918 6808 8746 8389 53 3103 8389
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Energoatom Financial Statement [Hv Min 1

Balance Sheet

#1 Non Implementation 97Q1a 97Q2a 97Q3a 97Q4 98Ql 9802 98Q3 9804 99Q1 9902 99Q3 99Q4 1997 1998 1999
FIxed assets

1 Gross 12932 12879 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863
2 Depreciation 2887 2934 3051 3134 5 3218 33016 33851 34686 35521 36357 37192 38027 31345 34686 38027
3 Other fixed assels 10890 12213 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594

3a K21R4 Construction Fund 1082 2136 3273 452 5806 7132 8499 9909 0 452 9909
4 Total 20935 22158 22406 223225 223471 22369 223992 224404 224855 225346 225877 226452 223225 224404 226452

Current assets
5 Debtors 1841 2034 2481 1955 2348 2248 22686 22765 22929 23195 23448 23548 1955 22765 23548
6 Debtors NDC/ESE 1125 1318 1765 1239 1632 1532 15526 15605 15769 16035 16288 16388 1239 15605 16388
7 Debtors other & NO 716 716 716 716 716 716 716 716 716 716 716 716 716 716 716
8 Other current assets 172 224 132 132 132 132 132 132 132 132 132 132 132 132 132
9 Inventory 1494 1574 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654

10 Cash 2 3 2 2 2 2 2 2 2 2 2 2 2 2 2
11 Total 3509 3835 4269 3743 4136 4036 40566 40645 40809 41075 41328 41428 3743 40645 41428

Current liabilities
12 Trade Creditors 1804 2018 2232 2232 2232 2232 1953 1674 1395 1116 837 558 2232 1674 558
13 Owed to Stale 149 190 265 265 265 265 2429 2208 1988 1767 1546 1325 265 2208 1325
14 Credit towards current habhtles 5565 2581 4391 2168 0 0 0 0 0 5565 0 0
14a Short term borrOWing 49 47 50 0 0 0 0 1218 3029 4905 6761 10806 0 1218 10806
15 Total 2002 2255 2547 19405 22389 20579 19791 20167 18966 17832 16677 17711 19405 20167 17711
16 Long Term Liabilities
17 Long Term Debt 76 113 135 135 135 135 135 135 135 135 135 135 135 135 135

18 Net Assets 22366 23625 23993 23990 241093 242121 243416 243533 245348 247238 249178 248819 23990 243533 248819
19 Shareholders funds
20 AUlhonzed capital 10062 9897 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831
21 Special Fund & Target F 325 226 416 416 416 416 416 416 416 416 416 416 416 416 416
22 Olher Reserves 12130 13601 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796
23 Profit (Loss) Cumulattv 151 99 50 53 663 1691 2986 3103 4918 6808 8748 8389 53 3103 8389

24 Total 22366 23625 23993 23990 241093 242121 243416 243533 24534 8 247238 249178 248819 23990 243533 248819
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LEe Assumption and Results

#1 Non Implementation

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

1 Retell Seles million M'Nh 37 32 31 33 33 32 31 355 337 326 316 362 1315 1341
2 Oblenergo Seles et RetaR Tal1ffs mllIHr 18556 18875 18833 21546 26397 25497 2519 24864 29014 8565 10457
3 Subskly Amount (frorn 50% 100% discount) mill Hr 1521 1526 1472 1445 1701 1617 154 5 1508 1766 615 644

3a Occup-besed Subsidies (10% of subs) mmHr 152 153 147 145 17 162 154 151 177
3b Occup~based Subsidies (% of NDC purch) %

4a Oblenergo Cash Collecbons (Mlnn) mlllHr 3297 3279 340 3713 4704 4537 4473 441 5142 1509 1856
Sa Oblenergo Total Collections (Mlnn) mlllHr 17898 16131 17723 23269 28675 27695 27356 2700 31506 8580 11356

LEe coMs
6 LVNO end Supply costs mlllHr 2537 2537 246 2383 2729 2587 2509 2431 2783 1011 1031
7 Sen Generallon mllllonMWh 24 14 12 26 24 14 12 26 24 12 12 26 76 73
8 Self Generallon costs mlUHr 1083 98 608 534 1083 98 608 534 1083 321 321

9 LEC purchases from NCG million M\IVh 3061 3039 2745 2731 3313 3104 2803 2788 3385 1183 1208
10 Wholesale Maritet Pnce Hr/Mwh 573 61 65 715 801 838 836 861 906 694 86

11 eLEC purchasas from NDC mlllHr 175355 1853 17848 19532 26551 26016 23423 23996 30676 8246 10411

12 LEC Payments to NDC Totel % 1004% 661,(, 1030% 976% 991% 983,(, 973,(, 975% 990% 910% 980%
13 LEC Peyments to NDC Total mlllHr 17606 12248 18384 19054 26318 25562 22785 23393 30377 7600 10212
14 LEC Paymenls 10 NDC Cash % 106k lD4k 122% 118% 123k 122,(, 117% 118% 123% 120% 120%
15 LEC Paymenls 10 NDC Cash mlllHr 1859 1927 2178 2309 3258 3163 2736 2835 376 967 1249

16 Cash Difference (Mlnn end NOG) millHr 144 135 122 140 145 137 174 157 138 542 6068
17 lECLVNO Supply SelfGenexpenses mdlHr 362 3517 3068 2917 3812 3567 3117 2964 3866 1331 13515
18 Colladlons Dlllerenee (Mmn and NDCI mlllHr 293 3883 -661 4215 2358 2133 4571 3607 1129 24486

19 IES purchases form NDC mllhonMW 886 873 77 76 953 891 785 775 972 34 342
20 IES purchases form NDC mlllHr 5073 5324 5005 5435 7635 7463 6562 6671 8807 2340 29503
21 IES Paym.nls 10 NDC Tolal millHr 5073 5324 5005 5435 7635 7463 6562 6671 8807 2340 29503
22 IES Payments 10 NDC Cash mlUHr 0 0 0 0 0 0 0 0 0 0 0
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NDC Financial Statements

0554 PM

#1 Non Implementatfon

9701a 9702a 9703a 9704 9801 9802 98Q3 98Q4 9901 9902 9903 9904 1997 1998 1999

Revenues
1 Total Energy Sales 1506 1583 2997 2261 2385 2285 2497 3419 3348 2998 3067 3948 8347 10586 13362
2 Sales to LEes 0 0 0 1754 1853 1785 1953 2655 2602 2342 2400 3068 8246 10411
3 Sales to lESs 0 0 0 507 532 501 543 763 746 656 667 881 2340 2950

Expenses
4 Power purchases 2157 2280 2175 2379 3290 3217 2864 2929 3808 2157 10124 12818
5 HV net fee tHv mil] 80 81 85 91 99 101 103 108 108 80 355 419
6 NOC/ESE fee [Hv mill 24 24 25 27 30 30 31 32 32 24 107 126
7 MinUS profit on Import/export 0 0 0 0 0 0 0 0 0 0 0 0
8 SubSidy ReqUIrement 0 0 0 0 0 0 0 0 0 0 0 0
9 Total Expense 1522 1549 3004 2261 2385 2285 2497 3419 3348 2998 3067 3948 8336 10586 13362

10 Profit before tax 16 34 7 0 0 0 0 0 0 0 0 0 11 0 0
11 Taxation 4 0 6 0 0 0 0 0 0 0 0 0 10 0 0
12 Profit after Tax 20 34 13 0 0 0 0 0 0 0 0 0 1 0 0

-...:.:
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NDC Financial Statements

Balance Sheet

9701a 9702a 9703a 97Q4 9801 9802 9803 9BQ4 99Ql 99Q2 9903 9904 1997 1998 1999
1 FIXed assets Gross 239 235 236 236 236 236 236 236 236 236 236 236 236 236 236
2 F.xed Assets Depr 72 70 71 71 71 71 71 71 71 71 71 71 71 71 71
3 Netessets 167 165 165 165 165 165 165 165 165 165 165 165 165 165 165
4 Other fixed assets 1 8 9 9 9 9 9 9 9 9 9 9 9 9 9

Short Term Assets
5 Cash 0 1 0 0 0 0 0 0 0 0 0 0 0 0 0
6 Due from LECs 2594 2619 2704 2503 3165 3117 3165 3188 3234 3297 3358 3388 2503 3188 3388
7 Inventory 4 5 4 4 4 4 4 4 4 4 4 4 4 4 4
8 Due from lESs 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

8a Total Current Assets 2598 2625 2708 2507 3169 3121 3169 3192 3238 3301 3362 3392 2507 3192 3392

Short Term lIabllllles
Due to Gencos

9 Nuclear 1125 1318 1765 1239 1632 1532 1553 1561 1577 1603 1629 1639 1239 1581 1639
10 Hydro 147 158 173 174 174 175 176 177 178 147 174 178
11 Cenfrenergo 305 279 315 252 271 245 252 256 263 272 281 286 252 256 286
12 Donbassanergo 102 209 237 235 277 282 290 294 302 313 323 328 235 294 328
13 Dmprenergo 281 227 258 437 383 388 395 399 407 416 426 431 437 399 431
14 Zekh.denergo 133 16B 193 174 265 278 2Bl 284 289 295 302 305 174 284 305
15 Other Trade CredItors 129 177 12B 128 12B 128 128 128 128 128 128 128 128 128 128
16 Due to Trade creditors 2075 237B 2640 2356 2858 2768 2816 2B39 2B85 2948 3009 3039 2356 2B39 3039
17 Other Creditors 1 1 3 3 3 3 3 3 3 3 3 3 3 3 3
18 Notes outstanding 617 305 128 64 0 0 0 0 0 0 0 0 84 0 0
19 Short term borrOWing 37 36 3D 177 401 443 443 443 443 443 443 443 177 443 443
20 NET assets 36 78 81 81 81 81 Bl 81 81 81 81 81 81 81 81

21 Authollzed Capital 174 172 171 171 171 171 171 171 171 171 171 171 171 171 171
22 Special Fund& Target Flnancln 75 83 95 95 95 95 95 95 95 95 95 95 95 95 95
23 Other Reserves 3 5 10 10 10 10 10 10 10 10 10 10 10 10 10
24 Prof.t (Loss) Cumulabve 216 182 195 195 195 195 195 195 195 195 195 195 195 195 195
25 TOTAL 36 78 81 81 81 81 81 81 81 81 81 81 Bl Bl 81
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06 00 PM

Summary
Indicators

#2 Partial Implementation
9701 9702 9703 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

1 Wholesale Market Seiling Price [Hr/MWh] 5728 6098 6502 7151 8014 8381 8357 8606 9063 1909 6941 8602
2 Income Tax Fossil and Nuclear Generators[Hr mil] 88 82 190 0 0 0 0 246 0 0 0 568 360 246 568
3 Generator After Tax Profit [Hr mil]

3a Fossil generators -18 22 -8 -33 -72 -28 10 69 96 133 189 135 -37 -22 554
3b Energoatom -23 52 49 -3 159 137 173 16 256 285 271 -42 75 484 771
4 DIvidends [Hr Mil] 0 0 0 40 35 47 11 82 97 101 47 51 40 176 296
5 NDG sales [Hr Mil] 1506 1583 2997 2261 2385 2285 2497 3419 3348 2998 3067 3948

Sa To LECs 1754 1853 1785 1953 2655 2602 2342 2400 3068 1754 8246 10411
5b To lESs 507 532 501 543 763 746 656 667 881 507 2340 2950
6 LEG arrears to ESE, [Hr Mil] 2594 2619 2704 2503 3165 3117 3165 3188 3208 3209 3182 3072 2503 3188 3072
7 ESE undIsputed arrears to Generators [Hr Mil] 1946 2201 2768 2484 2986 2896 2944 2967 2987 2988 2961 2851 2484 2967 2851
8 Generator Revenue Paid In Cash ['Yo]

8a Fossil generators 47 14 72 38 46 54 68 85 108
8b Energoatom 146 152 137 165 19 215 215 236 293

1 Wholesale Market Seiling Price [1996$/MWh) 2816 2908 2962 3018 3084 3128 3025 3022 3086 939 2993 3065
2 Income Tax Fossil and Nuclear Generators[1996$ Mil] 4742 4286 9632 015 0 0 0 9454 0 0 0 1933 187 95 193
3 Generator After Tax Profit [1996$ Mil]

3a Fossil generators -10 11 -4 -16 -34 -13 4 26 36 48 66 46 -18 -17 197
3b Energoatom -12 27 25 -1 76 62 73 6 96 103 95 -14 38 217 280
4 DIvidends [1996 $ Mil] 0 0 0 20 17 21 5 31 36 37 17 17 20 75 107
5 NDC sales [1996 $ Mil] 812 827 1519 1112 1138 1041 1054 1315 1250 1085 1077 1345

5a To LECs 862 884 813 824 1022 971 848 843 1045 862 3543 3706
5b To lESs 249 254 228 229 294 279 238 234 300 249 1005 1050
6 LEG arrears to ESE [1996$ MIl) 1398 1369 1371 1231 1509 1420 1336 1227 1197 1162 1117 1046 1231 1227 1046
7 ESE undisputed arrears to Generators [1996$MII] 1049 1150 1403 1221 1424 1319 1243 1142 1115 1082 1040 971 1221 1142 971

i
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Zakhldenergo Financial Statement IHv Min J

#2 Partial Implementation

Income Statement

97Q1a 97Q2a 97Q3a 9704 9801 9802 9803 9804 99Q1 9902 9903 9904 1997 1998 1999

1 Revenues
2 Electnclty sales 206 111 217 2307 2684 2164 2392 3871 3704 2954 3003 4539 7647 11111 14199
3 Heat sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 206 111 217 2307 2684 2164 2392 3871 3704 2964 3003 4639 7647 1111 1 14199

5 Costs
6 Fuel 177 75 158 2086 2517 1915 2025 3295 3135 2309 225 3402 6186 9752 11095
7 Wages 53 55 57 59 6 62 64 66 68 53 231 261
8 Maintenance 6 61 63 65 67 69 71 74 76 6 257 29
9 Major maintenance 0 0 0

10 Other 25 10 29 10 103 106 11 11 3 116 12 124 128 74 432 488
11 Depreciation 6 13 13 119 119 119 119 11 9 11 9 119 119 119 439 476 476
12 Total costs 208 98 200 2418 2856 2261 2378 3655 3602 2684 2633 3793 7478 11149 12611

13 Profit before Interest and tsx 2 13 17 -111 172 97 14 216 202 271 37 746 169 38 1588
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 2 13 17 11 1 172 97 14 216 202 271 37 746 169 38 1588

17 Taxation 8 6 7 0 0 0 0 0 0 0 0 476 21 0 476

18 Profit after tax 10 7 10 11 1 172 97 14 216 202 271 37 27 -41 38 1111

19 Profit broughtfolWard 34 -44 37 27 381 552 649 639 -476 325 122 155 34 381 -478
20 DIvidends 0 0 0 0 0 0 04 54 5 68 92 67 0 58 278
21 Profit earned fOlWsrd -44 37 27 381 552 649 639 -476 325 122 155 357 381 -476 357

-""

"

09/23/98 MODEL_PR WK4 Page 1



- - - - - - - - - - - - - - - - - - -07 111 PM

Zakhldenergo Financial Slatement [HV Min J

Balance Sheet

#2 PartIal Implementation 9701 9702 9703 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999
Fixed assets
Gross 2962 3424 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977
Depreciation 683 696 709 7209 7328 7447 7566 7686 7805 7924 8043 8162 7209 7686 8162
Net 2279 2728 1268 15098 12442 12323 12204 12084 11965 11846 11727 11608 15098 12084 11608
Other fIXed assels 145 270 282 282 282 282 282 282 282 282 282 282 282 282 282
Tolal 2424 2998 1550 15389 15262 15143 15024 14904 14785 14666 14547 14428 15389 14904 14428
Current assets
Debtors 267 302 327 308 399 410 4148 4176 4198 4199 4174 4068 308 4176 4068

Debtors NDCIESE 133 168 193 174 265 276 2808 2836 2858 2859 2834 2728 174 2836 2728
Debtors - other & NOC dlsp 134 134 134 134 134 134 134 134 134 134 134 134 134 134 134

Other 24 31 34 34 34 34 34 34 34 34 34 34 34 34 34
Fuel Inventory 58 75 58 58 58 58 58 58 58 58 58 58 58 58 58
Cash 1 0 0 0 0 0 0 0 68 51 5 73 0 0 73
Tolal 350 408 419 400 491 502 5068 5096 5186 5171 5144 5062 400 5096 5062

Current liabilities
Due fuel suppliers old 293 293 293 293 293 293 2564 2198 1831 1465 1099 733 293 2198 733
Due Fuel Suppliers Offsets I 29 85 71 71 71 71 651 592 533 473 414 355 71 592 355
Due fuel suppliers new 209 747 1168 982 984 972 88 813 884 209 984 884
Other Trade Creditors 0 0 0
Slate 15 18 18 18 18 18 18 18 18 18 18 18 18 18 18
Credit toward Current liabilities 389 0 306 0 0 0 0 0 0
Short term borrOWing 21 20 1 0 27 0 223 393 651 83 90 851 0 393 851
Total 358 416 383 364 4594 4682 460 4346 4166 3829 3406 3002 364 434 6 3002
Long Tenn Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 2416 2990 1586 15749 15578 15481 15491 15654 15805 16008 16285 16487 15749 15654 16487
Shareholders funds
Share capital 128 128 128 128 128 128 128 128 128 128 128 128 128 128 128
Revaluation reserve 2332 2899 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485 1485
Profit and losses account -44 ·37 27 381 552 -649 639 -476 325 122 155 357 381 -476 357

Total 2416 2990 1686 16749 16678 16481 16491 16664 16806 16008 16286 16487 15749 16664 1648 7

09/23/98
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Dmproenergo Fmanclal Statement [Hv Min I

#2 Partlallmplementallon

Income Statement

9701a 97Q2a 9703a 97Q4 98Q1 98Q2 98Q3 98Q4 99Q1 99Q2 99Q3 99Q4 1997 1998 1999

1 Revenues
2 ElectriCity sales 242 253 271 3528 3026 318 3515 5689 5443 4341 4412 667 11188 15409 20866
3 Heatsales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 242 263 271 3628 3026 318 3616 6689 5443 4341 4412 567 11188 15409 20866

5 Costs
6 Fuel 217 209 249 3182 2747 2741 3094 5023 4805 3626 3539 5345 9932 13606 17316
7 Wages 108 112 11 5 11 9 123 126 13 134 138 108 469 529
8 Mamtenance 12 123 127 131 135 14 144 148 153 12 517 585
9 Additional maintenance 0 0 0

10 Other 14 21 21 4 41 43 44 45 47 48 5 51 60 173 195
11 Depreclallon 5 14 2 93 93 93 93 93 93 93 93 93 303 372 372
12 Total costs 236 244 272 3643 3117 3119 3481 5419 5211 4041 3964 6781 11063 16136 18997

13 Profit before Interest and tax 6 9 1 15 9 6 33 27 232 30 448 889 125 273 1869
14 Inlerest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 6 9 1 15 9 6 33 27 232 30 448 889 125 273 1869

17 Taxation 6 1 0 0 0 0 0 82 0 0 0 561 7 82 561

18 Profit after tax 0 8 1 15 9 6 33 188 232 30 448 328 55 191 1308

19 Profit brought forward 51 51 -43 -44 -455 545 50 475 334 16 65 401 51 -455 -334
20 DIvidends 0 0 0 0 0 15 08 47 58 75 112 82 0 7 327
21 Profit earned forward 51 -43 -44 -455 545 50 -475 334 16 65 401 647 -455 334 647
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Dmproenergo Fmanclal Statement IHv Min J

Balance Sheet

#2 Partial Implementation 9701 9702 9703 9704 9801 9802 9803 9804 99Ql 9902 9903 9904 1997 1998 1999
Fixed assets
Gross 1544 1588 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542
Depreciation 887 901 903 9123 9275 9423 9567 9708 9846 998 1011 1 10239 9123 9706 10239
Net 657 687 639 6297 6145 5997 5853 5712 5574 544 5309 5181 6297 5712 5181
Other fixed assets 31 34 35 35 35 35 35 35 35 35 35 35 35 35 35
Total 688 721 674 6647 6495 6347 6203 6062 5924 579 5659 5531 6647 6062 5531
Current assets
DebtolS 415 361 392 571 517 522 5291 5331 5364 5366 533 5181 671 5331 6181

Debtors NDelESE 281 227 258 437 383 388 3951 3991 4024 4026 399 3841 437 3991 3841
Debtors other and NDC dl 134 134 134 134 134 134 134 134 134 134 134 134 134 134 134

Other 6 14 14 14 14 14 14 14 14 14 14 14 14 14 14
Fuel Inventory 148 163 160 160 160 160 160 160 160 160 160 160 160 160 160
Cash 1 1 1 0 0 0 0 0 102 79 77 114 0 0 114
Total 570 539 567 745 691 696 7031 7071 7206 7185 7147 7035 745 7071 7035

Current liabilities
Due fuel suppliers old 3675 3675 3675 3675 3675 3675 3216 2756 2297 1838 1378 919 3675 2756 919
Due Fuel Supphers Offsets I 2145 1535 1595 1595 1595 1595 1462 1329 1196 1063 93 798 1595 1329 798
Due fuel suppliers new 27 1306 1994 1592 1487 1399 1252 1159 1264 27 1487 1264
Other Trade Creditors 0 0 0
State 15 21 16 16 16 16 16 16 16 16 16 16 16 16 16
Credit towards current habhtles 0 35 867 0 0 0 0 0 0
Short term borrOWing 22 33 17 1602 0 0 28 484 988 1347 1527 1528 1602 484 1528
Total 619 575 560 7302 6701 6557 6458 6217 604 566 5155 4668 7302 6217 4668
Long Term Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 639 685 681 6795 6705 675 677 5 6916 709 7315 7651 7897 6795 6916 7897
Shareholders funds
Share capital 98 98 98 98 98 98 98 98 98 98 98 98 98 98 98
Revaluation reserve 592 630 627 627 627 627 627 627 627 627 627 627 627 627 627
Profit and losses account 51 -43 -44 -455 545 50 475 334 16 65 401 647 -455 334 647

Total 639 685 681 6795 6705 675 677 5 6916 709 7315 7651 7897 6795 6916 7897

0 0 0 0 0 0 0 0 0 0 0
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Donbassenergo Financial Statement [Hv Min J

#2 ParllallmplementallOn

Income Statement

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

1 Revenues
2 Electricity sales 229 138 352 3526 3305 3445 3809 6164 5898 4704 4781 7227 10718 16723 2281
3 Heatsales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 229 138 352 3528 3305 3445 3809 6164 5898 4704 4781 7227 10718 16723 2261

5 Costs
6 Fuel 206 106 298 3453 3331 3298 3509 568 5434 400 3889 5874 9553 15819 19197
7 Wages 10 103 106 11 11 3 116 12 124 128 10 432 488
8 Maintenance 12 124 128 132 136 14 144 149 153 12 518 586
9 Addilional maintenance 0 0 0

10 Other 16 12 34 12 124 128 132 136 14 144 149 153 74 518 586
11 Depreclabon 1 19 13 126 126 126 126 126 126 126 126 126 456 502 502
12 Total costs 223 137 345 3919 3807 3785 4008 619 5956 4534 4435 6434 10969 1779 21359

13 Profit before Interest and tax 6 1 7 39 502 34 199 26 58 17 346 793 25 1067 1251
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 6 1 7 39 502 34 199 26 58 17 346 793 25 1067 1251

17 Taxallon 6 3 5 0 0 0 0 0 0 0 0 375 14 0 375

18 Profit after tax 0 2 2 39 502 34 199 26 58 17 348 418 39 1067 878

19 Profit brought forward 122 122 124 122 161 2113 2453 2652 2677 2736 2608 2348 122 161 2677
20 DIvidends 0 0 0 0 0 0 0 0 0 43 86 105 0 0 234
21 Profit earned forward 122 124 122 161 2113 2453 2652 2677 2736 2608 2348 2035 161 2677 2035

'b'
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Donbassenergo Financial Statement [Hv Mm 1

Balance Sheet

#2 Parllallmplementatlon
97Q1 97Q2 97Q3 97Q4 98Q1 98Q2 98Q3 98Q4 99Ql 9902 9903 9904 1997 1998 1999

Fixed assets
Gross 2074 2127 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084
Depreclalion 1043 1062 1075 10876 11001 11127 11252 11378 11503 11629 11754 1188 10876 11378 1188
Net 1031 1065 1009 9964 9839 9713 9588 9462 9337 9211 9086 896 9964 9462 89B
Other fixed assets 146 153 174 174 174 174 174 174 174 174 174 174 174 174 174
Total 1177 1218 1183 11704 11579 11453 11328 11202 11077 10951 10826 1070 11704 11202 1070
Current assets
Debtors 225 332 360 358 400 405 4127 417 4206 4208 4182 4072 358 417 4072

Debtors NDC/ESE 102 209 237 235 277 282 2897 294 2976 2978 2952 2842 235 294 2842
Debtors other and NDC 123 123 123 123 123 123 123 123 123 123 123 123 123 123 123

Other 16 33 46 46 46 46 46 46 46 46 46 46 46 46 46
Fuel Inventory 86 92 100 100 100 100 100 100 100 100 100 100 100 100 100
Cash 3 1 1 0 0 0 0 0 11 7 88 86 126 0 0 126
Total 330 458 507 504 546 551 5587 563 5782 5756 5728 5658 504 563 5858

Current liabilities
Due fuel supphers old 285 285 285 285 285 285 2494 2138 1781 1425 1069 713 285 2138 713
Due Fuel Supphers Offsets I 197 304 307 307 307 307 2814 2558 2303 2047 1791 1535 307 2558 1535
Due fuel supphers new 345 896 1587 1409 1507 1548 1432 1344 1484 345 1507 1484
Other Trade CredItors
State 14 12 12 12 12 12 12 12 12 12 12 12 12 12 12
Credit towards current hablhlies 51 0 231 0 0 0 0 0 0
Short term borrOWing 19 26 6 0 195 0 709 1167 1823 2271 2558 2521 0 1167 2521
Total 515 627 610 6335 7132 7396 7546 749 7575 7295 6882 6373 6335 749 6373
Long Term LIabilities
World Bank loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 992 1049 1080 1041 9907 9567 9368 9343 9284 9412 9672 9985 1041 9343 9985
Shareholders funds
Share capital 236 236 236 236 236 236 236 236 236 236 236 236 236 236 236
Revalualion reserve 878 937 966 966 966 966 966 966 966 966 966 966 966 966 966
Profit and losses account 122 124 122 161 2113 2453 2652 2677 2736 2608 2348 2035 -161 2677 2035

Tolal 992 1049 1080 1041 9907 9567 9368 9343 9284 9412 9672 9985 1041 9343 9965

0 0 0 0 0 0 0 0 0 0

\J"\
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Centerenergo Financial Statement IHv Min 1

#2 Partlallmplementatton

Income Statement

9701a 9702a 9703a 9704 9801 9802 98Q3 98Q4 99Q1 9902 99Q3 99Q4 1997 1998 1999

1 Revenues
2 Electricity sales 281 124 314 4071 3647 3022 3341 5407 517 3 4126 4194 6339 11261 15416 19832
3 Heatsales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 281 124 314 4071 3647 3022 3341 5407 5173 4126 4194 6339 11261 15416 19832

0 0 0
5 Costs 0 0 0
6 Fuel 270 94 303 3537 3246 2568 2724 4423 4203 3137 3061 4629 10207 12981 1503
7 Wages 72 75 77 79 82 84 87 9 92 72 312 353
8 Maintenance 81 84 86 89 92 95 98 101 104 81 351 397
9 Major maintenance 0 0 0

10 Other 13 10 19 10 103 106 11 113 116 12 124 128 52 432 488
11 Depreclatton 6 11 11 91 91 91 91 91 91 91 91 91 371 362 362
12 Total costs 289 115 333 3881 3598 2928 3092 480 4589 3532 3465 5044 11251 14419 1663

13 Profit before Interest and tax 8 9 19 19 48 94 249 607 584 594 728 1296 1 997 3202
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 8 9 19 19 48 94 249 607 584 594 728 1296 1 997 3202

17 Taxatton 0 0 0 03 0 0 0 299 0 0 0 961 03 299 961

18 Profit after tax 8 9 19 187 48 94 249 308 584 594 728 335 07 698 2241

19 Profit brought forward 94 102 93 112 933 897 827 64 -409 29 474 102 94 933 -409
20 DIVidends 0 0 0 0 12 23 62 77 146 148 182 84 0 175 56
21 Profit earned forward 102 93 112 933 897 827 64 -409 29 474 102 1272 933 -409 1272

09/23/98
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Centerenergo FinancIal Statement [Hv Mm 1

Balance Sheet

#2 Partlallmplemenlatlon 9701a 9702a 9703a 9704 9601 9602 9603 9604 9901 9902 9903 9904 1997 1996 1999
Fixed assets
Gross 1450 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503
Depreciation 763 794 623 8321 841 1 8502 8592 8683 877 3 8864 8954 9045 8321 8663 9045
Net 667 709 660 6709 6619 6528 6438 6347 6257 6166 6076 5985 6709 6347 5985
Other fixed assets 74 79 79 79 79 79 79 79 79 79 79 79 79 79 79
Tolal 741 788 759 7499 7409 7318 7226 7137 7047 6956 6666 6775 7499 7137 6775
Current assets
Debtors 659 633 669 606 625 599 6057 6096 6127 6129 6106 601 606 6096 601

Debtors NDC/ESE 305 279 315 252 271 245 2517 2556 2587 2589 2566 247 252 2556 247
Debtors other & NDC diS 354 354 354 354 354 354 354 354 354 354 354 354 354 354 354

Other 3 6 8 8 8 8 8 6 8 8 8 8 8 8 6
Fuel Inventory 85 86 86 86 86 86 86 86 86 86 86 86 86 86 86
Cash 1 0 0 0 0 0 0 0 9 69 67 99 0 0 99
Total 746 725 763 700 719 693 6997 7036 7157 7138 7113 7049 700 7036 7049

Current liabilities
Due fuel suppliers - old 414 414 414 414 414 414 3623 3105 2588 207 1553 1035 414 3105 1035
Due Fuel Suppliers Offsets I 234 196 223 223 223 223 2044 1858 1673 1487 1301 111 5 223 1858 111 5
Due fuel suppliers new 354 688 1363 1182 123 1243 1145 1071 118 354 123 118
Other Trade Creditors 0 0 0
Slate 8 10 10 10 10 10 10 10 10 10 10 10 10 10 10
Credit towards current liabilities 1261 1733 2628 1953 1581 1299 1052 936 747
Short term borrOWing 17 18 0 0 0 0 0 0 0 0 0 0 0 0 0
Total 673 638 647 5562 5626 5205 4995 4712 4305 375 3088 2682 5562 4712 2682
Long Term Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 816 875 675 8937 6973 9043 923 9461 9899 10344 1089 11142 8937 9461 11142
Shareholders funds 0 0
Share capital 92 92 92 92 92 92 92 92 92 92 92 92 92 92 92
RevaluatIon reserve 826 876 895 895 895 895 895 895 895 895 895 895 895 895 895
Profit and losses account 102 93 112 933 897 827 64 -409 29 474 102 1272 933 -409 1272

Total 816 875 875 8937 8973 9043 923 9461 9899 10344 1089 11142 8937 9461 11142

0 0 0 0 0 0 0 0 0 0 0

09/23/98

'()
MODEL_PR WK4 Page 2



- - - - - - - - - - - - - - - - - - -
0607 PM

Energoatom Financial Statement [Hv Min 1

#2 Partial Implementation

Income Statement

9701a 9702a 9703a 97Q4 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

1 Electnclty sales to NDC 584 918 1071 7712 9738 9462 10235 11227 11575 11934 12304 12685 33442 40662 46496
2 Electnclty Sales Other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
3 Other Sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 584 918 1071 7712 9738 9482 10235 11227 11575 11934 12304 12685 33442 40682 48498

5 Costs
6 Costs of energy sales 256 471 461 4176 4509 4398 4716 5125 5062 5046 5485 5563 16058 16747 21156
7 Cost of olher sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
8 Depreciation 45 47 117 835 835 835 635 835 835 635 835 835 2925 3341 3341
9 Gross Profit 283 400 493 2701 4394 4249 4684 5267 5678 6053 6003 6267 14461 18594 24001

10 Fixed Operating Costs 212 246 228 2351 2424 2499 2576 2656 2738 2823 2911 3001 9211 10154 11473
11 Interest Expense 0 0 0
12 Other Income 26 30 38 38 38 38 38 38 38 38 36 38 132 152 152
13 Profit before tax 45 124 227 3 159 137 172 8 2231 256 285 2713 2866 393 6919 11008
14 Taxation 66 72 178 0 0 0 0 2076 0 0 0 3302 318 2078 3302
15 Profit after tax 23 52 49 3 159 137 1728 155 256 285 2713 -416 75 4843 7706
16 DIvIdends 0 0 0 0 398 343 432 39 64 712 678 0 0 1211 203
17 Retained profit 23 52 49 3 1193 1028 1296 116 192 2137 2034 -416 75 3633 5675
18 Profit Camed Forward 151 99 50 53 663 1691 2986 3103 5022 716 9194 8778 53 3103 877 8

V, 09/23/98
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Energoatom Financial Statement [Hv Min l

Balance Sheet

Ion 9701a 9702a 9703a 9704 98Q1 9802 9803 9604 9901 99Q2 9903 9904 1997 1998 1999
Fixed assets

1 Gross 12932 12879 13863 13863 13863 13863 13863 13663 13863 13863 13863 13863 13663 13863 13863
2 Depreciation 2887 2934 3051 31345 3218 33016 33851 34686 35521 36357 37192 38027 31345 34686 38027
3 Other fixed assets 10890 12213 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594

3a K2IR4 Construction Fund 1082 2136 3273 452 5806 7132 8499 9909 0 452 9909
4 Total 20935 22158 22406 223225 223471 22369 223992 224404 224855 225346 225877 226452 223225 224404 226452

Current assets
5 Debtors 1841 2034 2481 1955 2348 2248 22686 22765 22835 22841 22701 22121 1955 22765 22121
6 Debtors NDC/ESE 1125 1318 1765 1239 1632 1532 15526 15605 15675 15681 15541 14961 1239 15605 14961
7 Debtors other & NO 716 716 716 716 716 716 716 716 716 716 716 716 716 716 716
8 Other current assets 172 224 132 132 132 132 132 132 132 132 132 132 132 132 132
9 Inventory 1494 1574 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654

10 Cash 2 3 2 2 2 2 2 2 2 2 2 2 2 2 2
11 Total 3509 3835 4269 3743 4136 4036 40566 40645 40715 40721 40581 40001 3743 40645 40001

Current lIablllties
12 Trade Creditors 1804 2018 2232 2232 2232 2232 1953 1674 1395 1116 837 558 2232 1674 558
13 Owed to Stale 149 190 265 265 265 265 2429 2208 1988 1767 1546 1325 265 2208 1325
14 Credit lowards current habhtles 5565 2581 4391 2168 0 0 0 0 0 5565 0 0
14a Short term borrOWing 49 47 50 0 0 0 0 1218 283 4201 5569 899 0 1218 899
15 Total 2002 2255 2547 19405 22389 20579 19791 20167 18768 17127 15484 15895 19405 20167 15895
16 Long Term Liablllties
17 Long Term Debt 76 113 135 135 135 135 135 135 135 135 135 135 135 135 135

18 Net Assets 22366 23625 23993 23990 241093 242121 243416 243533 245452 24759 249624 249208 23990 243533 249208
19 Shareholders funds
20 Authonzed capital 10062 9897 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831
21 Special Fund & Target F 325 226 416 416 416 416 416 416 416 416 416 416 416 416 416
22 Other Reserves 12130 13601 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796
23 Profit (Loss) Cumulatlv 151 99 50 53 663 1691 2986 3103 5022 716 9194 8778 53 3103 8778

24 Total 22366 23625 23993 23990 241093 242121 243416 243533 245452 24759 249624 249208 23990 243533 249208

09/23/98
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LEe Assumploon and Results

#2 Parllallmplemenlallon

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

1 Retail Sales million MINh 37 32 31 33 33 32 31 355 337 326 316 362 1315 1341
2 Oblenergo Sales at Retail Tartlfs millHr 18556 18875 18833 21546 26397 25497 23902 23937 29627 8565 10296
:3 SUllSkly Amount (from 50~ 100% discount) mill Hr 1521 1526 1472 1445 1701 1617 1545 1506 1766 615 644

3a Occup-based Subsidies (10% of subs) mdlHr 152 153 147 145 17 162 154 151 177
3b Occup~based Subsidies (% of NOC purch) % 07% 06% 06%

4a Oblenergo Cash Collections (Mlnn) millHr 3297 3279 340 3713 4704 504 7 5181 5653 7527 1509 2341
5a Oblenergo Total Collaellons (Mmn) millHr 17698 16131 17723 23269 28675 2795 26485 26763 3343 8580 11463

LEC costs
6 LVNO and Supply costs mlnHr 2537 2537 246 2383 2729 2587 2509 2431 2783 1011 1031
7 Self GeneratlDn mlllionMWh 24 14 12 26 24 14 12 26 24 12 12 26 76 73
e Self Generation costs mlnHr 1083 98 608 534 1083 98 608 534 1083 321 321

9 lEe purchases from NDe mllhonMWh 3061 3039 2745 2731 3313 3104 2803 2788 3385 1183 1208
10 Wholesale Market Poce Hr/Mwh 573 61 65 715 801 838 836 861 906 694 86
1a LEe purchases from NDC mlllHr 175355 1653 17646 19532 26551 26016 23423 23996 30676 6246 10411

12 LEC Payments to NCC Total % l004A> 661 A> 1030% 976% 991 A> 993% 999% 1011% 1036% 910% 1010%
13 LEC Paymants to NcC Tolal mlllHr 17606 12248 18384 19054 26318 25822 23408 24264 31781 7600 10527
14 LEC Paymants to NcC Cash % 106A> 104/" 122% 118% 123% 142% 163% 164'4 2084 120% 170%
15 LEe Payments to Noe Cash mlllHr 1859 1927 2178 2309 3258 3683 3827 4425 6391 967 1833

16 Cash Difference (Mmo and NDC) mlllHr 144 135 122 140 145 136 135 123 114 542 5082
17 LEe LVNO Supply SelfGell expenses m1I1Hr 362 3517 3068 2917 3812 3567 3117 2964 3866 1331 13515
1a Collections Difference (Mmn and NOC) mmHr 293 3683 -661 4215 2358 2128 3077 250 1649 24486

19 IES purchases form NcC mllllonMN 886 873 77 76 953 891 785 775 972 34 342
20 IES purchases form NDC nuUHr 5073 5324 5005 5435 7635 7463 6562 6671 8807 2340 29503
21 IES Paymanls 10 NDC Total mlllHr 5073 5324 5005 5435 7635 7463 6562 6671 8807 2340 29503
22 IES Payments to NOC Cash rnlllHr 0 0 0 0 0 0 0 0 0 0 0

v,
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0607 PM

#2 Partial Implementation

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 99Q2 99Q3 9904 1997 1998 1999

Revenues
1 Total Energy Sales 1506 1563 2997 2261 2385 2265 2497 3419 3348 2998 3067 3948 8347 10586 13362
2 Sales to LEes 0 0 0 1754 1853 1785 1953 2655 2602 2342 2400 3068 8246 10411
3 Sales to lESs 0 0 0 507 532 501 543 763 746 656 667 881 2340 2950

Expenses
4 Power purchases 2157 2280 2175 2379 3290 3217 2864 2929 3808 2157 10124 12818
5 HV net fee [Hv mil] 80 81 85 91 99 101 103 106 108 80 355 419
6 NDC/ESE fee [Hv mill 24 24 25 27 30 30 31 32 32 24 107 126
7 Mmus profit on Import/export 0 0 0 0 0 0 0 0 0 0 0 0
8 Subsidy ReqUirement 0 0 0 0 0 0 0 0 0 0 0 0
9 Total Expense 1522 1549 3004 2261 2385 2285 2497 3419 3348 2998 3067 3948 8336 10586 13362

10 Profit before tax 16 34 7 0 0 0 0 0 0 0 0 0 11 0 0
11 Taxation 4 0 6 0 0 0 0 0 0 0 0 0 10 0 0
12 Profit after Tax 20 34 13 0 0 0 0 0 0 0 0 0 1 0 0

09/23/98
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NDe Fmanclal Statements

Balance Sheet

#2 Part,allmplementatlon 9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999
1 FIxed assets Gross 239 235 236 236 236 236 236 236 236 236 236 236 236 236 236
2 Fixed Assels Depr 72 70 71 71 71 71 71 71 71 71 71 71 71 71 71
3 Netassets 167 165 165 165 165 165 165 165 165 165 165 165 165 165 165
4 Other fIXed assets 1 8 9 9 9 9 9 9 9 9 9 9 9 9 9

Short Tenn Assets
5 Cash 0 1 0 0 0 0 0 0 0 0 0 0 0 0 0
6 Due from LECs 2594 2619 2704 2503 3165 3117 3165 3188 3208 3209 3182 3072 2503 3188 3072
7 Inventory 4 5 4 4 4 4 4 4 4 4 4 4 4 4 4
8 Due from lESs 0 0 a a 0 0 0 a 0 a 0 0 a a 0

8a Total Current Assets 2598 2625 2708 2507 3169 3121 3169 3192 3212 3213 3186 3076 2507 3192 3076

Short Term LIabilities
Due to Gencos

9 Nuclear 1125 1318 1765 1239 1632 1532 1553 1561 1568 1568 1554 1495 1239 1561 1495
10 Hydro 147 158 173 174 174 175 175 173 167 147 174 167
11 Centrenergo 305 279 315 252 271 245 252 256 259 259 257 247 252 256 247
12 Donbessenergo 102 209 237 235 277 282 290 294 298 298 295 284 235 294 284
13 Dmprenergo 281 227 258 437 383 388 395 399 402 403 399 384 437 399 384
14 Zakhldenergo 133 168 193 174 265 276 281 284 286 286 283 273 174 284 273
15 Other Trade Creditors 129 177 128 128 128 128 128 128 128 128 128 128 128 128 128
16 Due to Trade creditors 2075 2378 2640 2356 2858 2758 2816 2839 2859 2860 2833 2723 2356 2839 2723
17 Other Creditors 1 1 3 3 3 3 3 3 3 3 3 3 3 3 3
18 Notes outstanding 617 305 128 64 a 0 0 0 a 0 0 0 64 0 0
19 Short term borrOWIng 37 36 30 177 401 443 443 443 443 443 443 443 177 443 443
20 NET assets 36 78 81 81 81 81 81 81 81 81 81 81 81 81 81

21 AuthorIZed Capital 174 172 171 171 171 171 171 171 171 171 171 171 171 171 171
22 Special Fund& Target Ananeln 75 83 95 95 95 95 95 95 95 95 95 95 95 95 95
23 Other Reserves 3 5 10 10 10 10 10 10 10 10 10 10 10 10 10
24 Profit (Loss) Cumuletove 216 182 195 195 195 195 195 195 195 195 195 195 195 195 195
25 TOTAL 36 78 81 81 81 81 81 81 81 81 81 81 81 81 81

09/23/98
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Summary
Indl #3 Full Implementation

9701 9702 9703 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999
1 Wholesale Market Seiling Price [Hr/MWh) 5728 6098 6502 7151 8014 8381 8493 8745 922 6941 871
2 Income Tax Fossil and Nuclear Generators [Hr Mil] 88 82 190 0 0 0 0 274 0 0 0 720 360 274 720
3 Generator After Tax Profit [Hr MIl)

3a Fossil generators -18 22 -8 -33 -72 -28 10 170 287 245 73 133 -37 79 850
3b Energoatom -23 52 49 -3 159 137 173 29 276 289 302 -37 75 498 830
4 DIvidends [Hr Mil) 0 0 0 40 35 47 15 111 144 137 61 36 40 209 377
5 NDG sales [Hr Mil) 1506 1583 2997 2261 2385 2285 2497 3419 3348 3047 3116 3954

5a To LEGs 1754 1853 1785 1953 2655 2602 2380 2439 3071 1754 8246 10492
5b To lESs 507 532 501 543 763 746 667 678 883 507 2340 2974
6 LEG arrears to ESE [Hr Mil) 2594 2619 2704 2503 3165 3117 3145 3099 3050 3004 2928 2755 2503 3099 2755
7 ESE undisputed arrears to Generators [Hr Mil) 1946 2201 2768 2484 2986 2896 2924 2878 2829 2783 2707 2534 2484 2878 2534
8 Generator Revenue PaId In Cash [%)

8a FossIl generators 467 135 717 457 781 97 108 11 8 138
8b Energoatom 1461 1522 1374 1915 2438 251 248 279 343

1 Wholesale Market Seiling Price [1996$/MWh) 2816 2908 2962 3018 3084 3128 3074 3071 314 2993 3103
2 Income Tax FossIl and Nuclear Generators[1996$ MIl) 4742 4286 9632 015 0 0 0 1056 0 0 0 2451 187 106 245
3 Generator After Tax Profit [1996$ Mil)

3a Fossil generators -10 11 -4 -16 -34 -13 4 65 107 89 86 25 -18 22 307

3b Energoatom -12 27 25 -1 76 62 73 11 103 105 106 -13 38 222 301
4 DIvidends [1996 $ Mil) 0 0 0 20 17 21 6 43 54 49 22 12 20 87 137

5 NDC sales [1996 $ Mil) 812 827 1519 1112 1138 1041 1054 1315 1250 1103 1094 1347
5a To LEGs 862 884 813 824 1022 971 862 856 1046 862 3543 3735
5b To lESs 249 254 228 229 294 279 241 238 301 249 1005 1059

6 LEG arrears to ESE [1996$ Mil) 1398 1369 1371 1231 1509 1420 1328 1192 1138 1087 1028 938 1231 1192 938
7 ESE undisputed arrears to Generators [1996$MII) 1049 1150 1403 1221 1424 1319 1234 1107 1056 1007 950 863 1221 1107 863

~
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Zakhldenergo Financial Statement [Hv Min 1

#3 Full ImplementatIon

Income Statement

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

1 Revenues
2 ElectnClty sales 206 111 217 2307 2684 2164 2392 3871 3704 3044 3094 4549 7647 1111 1 1439
3 Heat sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 206 111 217 2307 2684 2164 2392 3871 3704 3044 3094 4549 7647 11111 1439

5 Costs
6 Fuel 177 75 158 2086 2517 1915 2025 3045 2767 2196 2236 3296 6186 9503 10494
7 Wages 53 55 57 59 6 62 64 66 68 53 231 261
8 Maintenance 6 61 63 65 67 69 71 74 76 6 257 29
9 Major maintenance 0 0 0

10 Other 25 10 29 10 103 106 11 11 3 116 12 124 128 74 432 488
11 Depreciation 6 13 13 11 9 119 119 11 9 119 11 9 119 119 119 439 476 476
12 Total costs 208 98 200 2418 2866 2261 2378 3406 3134 2671 2619 3687 7478 10899 1201

13 Profit before Interest snd tax 2 13 17 11 1 172 97 14 466 569 473 475 862 169 21 1 238
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 2 13 17 11 1 172 97 14 466 569 473 475 862 169 211 238

17 Taxation 8 6 7 0 0 0 0 63 0 0 0 714 21 63 714

18 Profit after tax 10 7 10 11 1 -172 97 14 402 569 473 475 148 -41 148 1666

19 Profit brought forward 34 -44 37 27 381 552 649 639 337 9 445 801 34 381 337
20 DIVidends 0 0 0 0 0 0 04 101 142 11 8 119 37 0 104 416
21 Profit carfled forward -44 37 27 381 552 -649 639 337 9 445 801 913 -381 337 913

"";j--
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Zakhldenergo Financial Statement [Hv Mm 1

Balance Sheet

9701 9702 9703 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999
Fixed assets
Gross 2962 3424 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977 1977
Depreciation 683 696 709 7209 7328 7447 7566 7686 7805 7924 8043 8162 7209 7686 8162
Net 2279 2728 1268 15098 12442 12323 12204 12084 11965 11846 11727 11608 15098 12084 11608
Other fixed assets 145 270 282 282 282 282 282 282 282 282 282 282 282 282 282
Total 2424 2998 1550 15389 15262 15143 15024 14904 14785 14666 14547 14428 15389 14904 14428
Current assets
Debtors 267 302 327 308 399 410 4128 4084 4037 3994 3921 3767 308 4084 3767

Debtors NDC/ESE 133 168 193 174 265 276 2788 2744 2697 2654 2581 2417 174 2744 2417
Debtors other & NDC dlsp 134 134 134 134 134 134 134 134 134 134 134 134 134 134 134

Other 24 31 34 34 34 34 34 34 34 34 34 34 34 34 34
Fuel Inventory 58 75 58 58 58 58 58 56 58 56 56 56 56 58 58
Cash 1 0 0 0 0 0 0 0 6 49 5 71 0 0 71
Total 350 408 419 400 491 502 5048 5004 5018 4963 4891 4748 400 5004 474 B

Current liabilities
Due fuel suppliers old 293 293 293 293 293 293 2564 2196 1831 1465 1099 733 293 2198 733
Due Fuel Suppliers- Offsets I 29 65 71 71 71 71 651 592 533 473 414 355 71 592 355
Due fuel suppliers - new 209 747 1168 962 96 919 635 763 655 209 96 855
Other Trade Creditors 0 0 0
State 15 18 18 18 18 18 18 16 18 18 18 18 18 18 18
Credit toward Current liabilities 389 0 306 0 0 0 0 0 0
Short term borrowmg 21 20 1 0 27 0 204 166 12 10 31 1 1 0 166 1 1
Total 358 416 383 364 4594 4682 4581 4115 3583 3054 2507 2133 364 4115 2133
Long Tenn Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 2416 2990 1586 15749 15578 15461 15491 15793 1622 16575 16931 17043 15749 15793 17043
Shareholders funds
Share capital 128 128 128 128 128 128 128 128 128 128 128 128 128 128 128
Revaluation reserve 2332 2899 1485 1485 1485 1485 1485 1465 1485 1485 1485 1485 1485 1485 1485
Profit and losses account -44 37 27 381 552 649 639 337 9 445 801 913 381 337 913

Total 2416 2990 1586 15749 15578 15481 16491 15793 1622 16576 16931 17043 16749 16793 17043

~ 09/23/98
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Dnlproenergo Financial Statement [Hv Min I

#3 Fullimplementalion

Income Statement

97Qla 97Q2a 9703a 9704 9801 9802 9803 9804 9901 9902 99Q3 9904 1997 1998 1999

1 Revenues
2 Electricity sales 242 253 271 3528 3026 318 3515 5689 5443 4473 4546 6685 11188 15409 21147
3 Heat sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 242 253 271 3528 3026 318 3515 5689 5443 4473 4546 6685 11188 15409 21147

5 Costs
6 Fuel 217 209 249 3182 2747 2741 3094 4751 4351 3462 3523 5184 9932 13334 1652
7 Wages 108 112 11 5 119 123 126 13 134 138 108 469 529
8 Matntenance 12 123 127 131 135 14 144 148 153 12 517 585
9 Additional maintenance 0 0 0

10 Other 14 21 21 4 41 43 44 45 47 48 5 5 1 60 173 195
11 Depreclallon 5 14 2 93 93 93 93 93 93 93 93 93 303 372 372
12 Total costs 236 244 272 3643 3117 3119 3481 5147 4756 3877 3948 662 11063 14865 18201

13 Profit before mterest and tax 6 9 1 15 9 6 33 541 687 596 598 1086 125 545 2946
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 6 9 1 15 9 6 33 541 687 596 598 1086 126 545 2946

17 Taxation 8 1 0 0 0 0 0 163 0 0 0 884 7 163 884

18 Profit after tax 0 8 1 15 9 6 33 378 687 596 598 182 55 381 2062

19 Profit broughtforward 51 51 43 44 455 545 50 -475 -191 323 771 1219 61 -455 19 1
20 DIvidends 0 0 0 0 0 15 08 94 172 149 149 45 0 118 516
21 Profit carned forward 51 -43 44 -455 545 50 -475 191 323 771 1219 1355 -456 19 1 1355

6'"
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Dmproenergo Flnanc,al Statement [Hv Min J

Balance Sheet

9701 9702 97Q3 9704 9801 98Q2 9803 9804 99Q1 9902 99Q3 9904 1997 1998 1999
Fixed assets
Gross 1544 1588 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542 1542
DepreCIation 887 901 903 9123 9275 9423 9567 9708 9846 998 1011 1 10239 9123 9708 10239
Net 657 687 639 6297 6145 5997 5853 5712 5574 544 5309 5181 6297 5712 5181
Other fIXed assets 31 34 35 35 35 35 35 35 35 35 35 35 35 35 35
Total 688 721 674 6647 6495 6347 6203 6062 5924 579 5659 5531 6647 6062 5531
Current assets
Debtors 415 361 392 571 517 522 5252 5199 5134 5072 4971 4139 511 5199 4139

Debtors NDCIESE 281 227 258 437 383 388 3922 3859 3794 3732 3631 3399 431 3659 3399
Debtors other and NDC dl 134 134 134 134 134 134 134 134 134 134 134 134 134 134 134

Other 6 14 14 14 14 14 14 14 14 14 14 14 14 14 14
Fuel Inventory 148 163 160 160 160 160 160 160 160 160 160 160 160 160 160
Cash 1 1 1 0 0 0 0 0 93 16 77 11 1 0 0 11 1
Total 570 539 567 745 691 696 7002 6939 6967 6886 6188 6589 745 6939 6589

Current liabilities
Due fuel supphers - old 3675 3675 3675 3675 3675 3675 3216 2756 2297 1838 1378 919 3615 2756 919
Due Fuel Suppliers Offsets I 2145 1535 1595 1595 1595 1595 1462 1329 1196 1063 93 798 1595 1329 798
Due fuel supphers new 27 1306 1994 1592 148 1387 1244 1154 1241 27 148 1247
Other Trade Creditors 0 0 0
State 15 21 16 16 16 16 16 16 16 16 16 16 16 16 16
Credit towards current habhtles 0 35 867 01 0 0 0 0 0
Short term borroWing 22 33 17 1602 0 0 0 217 277 352 354 391 1602 217 391
Total 619 575 560 7302 6701 6557 6429 5942 5317 4657 3971 3515 7302 5942 3515
Long Tenn Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 639 685 681 6795 6705 675 677 5 7059 7573 8021 8469 8605 6795 7059 860 5
Shareholders funds
Share capital 98 98 98 98 98 98 98 98 98 98 98 98 98 98 98
RevalualJon reserve 592 630 627 627 627 627 627 627 627 627 627 621 627 627 627
Profit and losses account 51 43 -44 -455 545 50 -475 191 323 771 1219 1355 -455 191 1355

Total 639 685 681 6795 6705 675 6775 7059 7573 6021 8469 8605 6795 7059 8805

09123/98
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Donbassenergo Financial Statement [Hv Min l

#3 Full Implementation

Income Statement

9701a 9702a 9703a 9704 9801 9802 9803 9804 99Q1 9902 9903 9904 1997 1998 1999

1 Revenues
2 Electncily sales 229 138 352 3528 3305 3445 3809 6164 5898 4847 4926 7244 10718 1672 3 22915
3 Heatsales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 229 138 352 3528 3305 3445 3809 6164 5898 4847 4926 7244 10718 16723 22915

5 Costs
6 Fuel 206 106 298 3453 3331 3298 3509 5241 4782 3806 3873 5699 9553 1538 1816
7 Wages 10 103 106 11 113 116 12 124 128 10 432 488
8 Maintenance 12 124 128 132 136 14 144 149 153 12 518 586
9 Addilional maintenance 0 0 0

10 Other 16 12 34 12 124 128 132 136 14 144 149 153 74 518 586
11 DepreCiation 1 19 13 126 126 126 126 126 126 126 126 126 456 502 502
12 Total costs 223 137 345 3919 3807 3785 4008 5751 5304 434 442 6259 10969 17351 20322

13 Profit before Interest and tax 6 1 7 39 502 34 199 413 594 507 506 985 25 628 2593
14 Interest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign exchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 6 1 7 39 502 34 199 413 594 507 506 985 25 628 2593

17 Taxation 6 3 5 0 0 0 0 0 0 0 0 778 14 0 778

18 Profit after tax 0 2 2 39 502 34 199 413 594 507 506 208 39 628 1815

19 Profit broughtforward 122 122 124 122 161 2113 2453 2652 2342 1896 1516 1136 122 161 2342
20 DIvidends 0 0 0 0 0 0 0 103 148 127 127 52 0 103 454
21 Profit earned forward 122 124 122 161 2113 2453 2652 2342 1896 1516 1136 98 161 2342 98

09/23/98
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Donbassenergo Financial Statement [Hv Min I

Balance Sheet

97Q1 97Q2 97Q3 97Q4 98Q1 98Q2 98Q3 98Q4 99Q1 99Q2 99Q3 99Q4 1997 1998 1999
Fixed assets
Gross 2074 2127 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084 2084
Depreciation 1043 1062 1075 10876 11001 11127 11252 11378 11503 11629 11754 1188 10876 11378 1188
Net 1031 1065 1009 9964 9839 9713 9588 9462 9337 921 1 9086 896 9964 9462 896
Other fixed assets 146 153 174 174 174 174 174 174 174 174 174 174 174 174 174
Total 1177 1218 1183 11704 11579 11453 11328 11202 11077 10951 10826 1070 11704 11202 1070
Current assets
Debtors 225 332 360 358 400 405 4095 4049 4002 3957 3882 3713 358 4049 3113

Debtors NDC/ESE 102 209 237 235 277 282 2865 2819 2772 2727 2652 2483 235 2819 2483
Debtors other and NDC 123 123 123 123 123 123 123 123 123 123 123 123 123 123 123

Other 16 33 46 46 46 46 46 46 46 46 46 46 46 46 46
Fuel Inventory 86 92 100 100 100 100 100 100 100 100 100 100 100 100 100
Cash 3 1 1 0 0 0 0 0 104 84 86 123 0 0 123
Total 330 458 507 504 546 551 5555 5509 5565 5501 5428 5296 504 5509 5298

Current liabilities
Due fuel suppliers old 285 285 285 285 285 285 2494 2138 1781 1425 1069 713 285 2138 713
Due Fuel Suppliers Offsets I 197 304 307 307 307 307 2814 2558 2303 2047 1791 1535 307 2558 1535
Due fuel suppliers new 345 896 1587 1409 1463 1455 1353 1291 1432 345 1463 1432
Other Trade Creditors
State 14 12 12 12 12 12 12 12 12 12 12 12 12 12 12
Credit towards current liabllilies 51 0 231 0 0 0 0 0 0
Short term borrOWing 19 26 6 0 195 0 678 754 859 1003 110 1156 0 754 1156
Tolal 515 627 610 6335 7132 7396 7515 7033 6518 5948 537 4956 6335 7033 4956
Long Term Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 992 1049 1080 1041 9907 9567 9368 9678 10124 10504 10884 1104 1041 9678 1104
Shareholders funds
Share capital 236 236 236 236 236 236 236 236 236 236 236 236 236 236 236
Revalualton reserve 878 937 966 966 966 966 966 966 966 966 966 966 966 966 966
Profit and losses account 122 124 122 161 2113 2453 2652 2342 1896 1516 1136 98 161 2342 98

Total 992 1049 1080 1041 9907 9567 9368 9678 10124 10504 10884 1104 1041 9678 1104

l'u ....
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Centerenergo Fmanclal Statement [Hv Min 1

#3 Full Implementation

Income Statement

9701a 9702a 9703a 9704 9801 9802 9803 9804 99Q1 9902 9903 99Q4 1997 1998 1999

1 Revenues
2 Electricity sales 281 124 314 4071 364 7 3022 3341 5407 5173 4251 4321 6354 11261 15416 20099
3 Heatsales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 281 124 314 4071 3647 3022 3341 5407 5173 4251 4321 6354 11261 15416 20099

0 0 0
5 Costs 0 0 0
6 Fuel 270 94 303 3537 3246 2568 2724 4145 3785 2988 3043 4486 10207 12683 14282
7 Wages 72 75 77 79 82 84 87 9 92 72 312 353
8 Maintenance 81 84 86 89 92 95 98 101 104 81 351 397
9 Major maintenance 0 0 0

10 Other 13 10 19 10 103 106 11 113 116 12 124 128 52 432 488
11 DepreClalton 6 11 11 91 91 91 91 91 91 91 91 91 371 362 362
12 Total costs 289 115 333 3881 3598 2928 3092 4522 4151 3383 3447 490 11251 14141 15882

13 Profit before Interest and tax 8 9 19 19 48 94 249 884 1022 868 873 1454 1 1275 4217
14 Inlerest on loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
15 Foreign eXchange losses 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

16 Profit before tax 8 9 19 19 48 94 249 664 1022 666 673 1454 1 1275 4217

17 Taxalton 0 0 0 03 0 0 0 382 0 0 0 1265 03 382 1265

18 Profit after tax 8 9 19 187 48 94 249 502 1022 868 873 188 07 892 2952

19 Profit brought forward 94 102 93 112 933 897 827 64 264 502 1154 1809 94 933 -264
20 DIvidends 0 0 0 0 12 23 82 125 255 217 218 47 0 223 738
21 Profit carned forward 102 93 112 933 897 827 64 264 502 1154 1809 195 933 264 195

~ 09/23/98
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Centerenergo Financial Statement [Hv Min I

Balance Sheet

97Q1a 97Q2a 97Q3a 97Q4 98Q1 98Q2 98Q3 98Q4 99Q1 99Q2 99Q3 99Q4 1997 1998 1999
Fixed assets
Gross 1450 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503 1503
Depreciation 783 794 823 8321 8411 8502 8592 8683 8773 8864 8954 9045 8321 8683 9045
Net 667 709 680 6709 6619 6528 6438 6347 6257 6166 6076 5985 6709 6347 5985
Other fixed assets 74 79 79 79 79 79 79 79 79 79 79 79 79 79 79
Total 741 788 759 7499 7409 7318 7228 7137 7047 6956 6866 6775 7499 7137 6775
Current assets
Debtors 659 633 669 606 625 599 603 599 594B 5909 5B45 569B 606 599 569B

Debtors NDC/ESE 305 279 315 252 271 245 249 245 2408 2369 2305 2158 252 245 2158
Debtors other & NDC diS 354 354 354 354 354 354 354 354 354 354 354 354 354 354 354

Other 3 6 8 8 8 8 8 8 8 6 8 8 8 6 8
Fuel Inventory 85 86 86 86 86 86 86 86 86 86 86 66 86 86 86
Cash 1 0 0 0 0 0 0 0 81 66 67 96 0 0 96
Total 748 725 763 700 719 693 697 693 697 6915 6852 6734 700 693 6734

Current liabilities
Due fuel suppliers old 414 414 414 414 414 414 3623 3105 2588 207 1553 1035 414 3105 1035
Due Fuel Suppliers Offsets I 234 196 223 223 223 223 2044 1858 1673 1487 1301 111 5 223 1858 1115
Due fuel suppliers new 354 888 1363 1182 1203 1182 1091 1035 1143 354 1203 1143
Other Trade Creditors 0 0 0
Stale 8 10 10 10 10 10 10 10 10 10 10 10 10 10 10
Credit towards current liabilities 1261 1733 2628 1961 1805 1898 190 1949 1704
Short term borrOWing 17 18 0 0 0 0 0 0 0 0 0 0 0 0 0
Total 673 638 647 5562 5626 5205 4968 4461 3644 2848 2039 1689 5562 4461 1889
Long Term Liabilities
World Bank Loan 0 0 0 0 0 0 0 0 0 0 0 0 0
Net assets 816 875 875 8937 8973 9043 923 9606 10372 11024 11679 1182 8937 9606 1182
Shareholders funds 0 0
Share capital 92 92 92 92 92 92 92 92 92 92 92 92 92 92 92
Revaluation reserve 826 876 895 895 895 895 895 895 895 895 895 895 895 895 895
Profit and losses account 102 93 112 933 897 827 64 264 502 1154 1809 195 933 264 195

Total 816 875 875 8937 8973 9043 923 9606 10372 11024 11679 1182 8937 9606 1182

09/23/98
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Energoatom Financial Statement [Hv Min J

#3 Full Implementation

Income Statement

97Qla 97Q2a 97Q3a 97Q4 98Ql 98Q2 98Q3 98Q4 99Ql 9902 99Q3 9904 1997 1998 1999

1 ElectnClty sales to NDC 584 918 1071 7712 9738 9482 10235 11227 11575 11934 12304 12685 3344 2 40662 48498
2 Electricity Sales Other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
3 Other Sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4 Total revenues 584 918 1071 7712 9738 9482 10235 11227 11575 11934 12304 12685 33442 40682 48498

5 Costs
6 Costs of energy sales 256 471 461 4176 4509 4398 4716 4927 486 5003 5161 5283 16056 1854 9 20306
7 Cost of other sales 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
8 Depreclalion 45 47 117 835 835 835 835 835 835 835 835 835 2925 3341 3341
9 Gross Profit 283 400 493 2701 4394 4249 4684 5465 588 6096 6308 6567 14461 18791 24851

10 Fixed Operating Costs 212 246 228 2351 2424 2499 2576 2656 2738 2823 2911 3001 9211 10154 11473
11 Interest Expense 0 0 0
12 Other Income 26 30 38 38 38 38 38 38 38 38 38 38 132 152 152
13 Profit before tax 45 124 227 3 159 137 172 8 2429 2761 2893 3017 3186 393 7117 11857
14 Taxation 68 72 178 0 0 0 0 2135 0 0 0 3557 318 2135 3557
15 Profit after tax 23 52 49 3 159 137 1728 294 2761 2893 3017 371 75 4982 830
16 DIVidends 0 0 0 0 398 343 432 73 69 723 754 0 0 1245 2168
17 Retained profit 23 52 49 3 1193 1028 1296 22 2071 217 2263 371 75 3736 6132
18 Profit earned Forward 151 99 50 53 663 1691 2986 3207 5278 7447 971 9339 53 3207 9339

09123/98
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Energoatom Financial Statement [Hv Min 1

Balance Sheet

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999
Fixed assets

1 Gross 12932 12879 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863 13863
2 DepreCiation 2887 2934 3051 31345 3218 33016 33851 34686 35521 36357 37192 38027 31345 34686 38027
3 Other fixed assets 10890 12213 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594 11594

3a K2IR4 Construction Fund 1082 2136 3273 452 5806 7132 8499 9909 0 452 9909
4 Total 20935 22158 22406 223225 223471 22369 223992 224404 224855 225346 225877 226452 223225 224404 226452

Current assets
5 Debtors 1841 2034 2481 1955 2348 2248 22602 22355 22097 21855 21455 20542 1955 22355 20542
6 Debtors NDC/E5E 1125 1318 1765 1239 1632 1532 15442 15195 14937 14695 14295 13382 1239 15195 13382
7 Debtors other & NO 716 716 716 716 716 716 716 716 716 716 716 716 716 716 716
8 Other current assets 172 224 132 132 132 132 132 132 132 132 132 132 132 132 132
9 Inventory 1494 1574 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654 1654

10 Cash 2 3 2 2 2 2 2 2 2 2 2 2 2 2 2
11 Total 3509 3835 4269 3743 4136 4036 40482 40235 39977 39735 39335 38422 3743 40235 38422

Current liabilities
12 Trade Creditors 1804 2018 2232 2232 2232 2232 1953 1674 1395 1116 837 558 2232 1674 558
13 Owed to State 149 190 265 265 265 265 2429 2208 1988 1767 1546 1325 265 2208 1325
14 Credit towards current habhtles 5565 2581 4391 2252 0 0 0 0 0 5565 0 0
14a Short term borrowmg 49 47 50 0 0 0 0 704 1837 2926 3806 685 0 704 885
15 Total 2002 2255 2547 19405 22389 20579 19707 19652 17774 15853 13722 13755 19405 19652 13755
16 Long Term Liabilities
17 Long Term Debt 76 113 135 135 135 135 135 135 135 135 135 135 135 135 135

18 Net Assets 22366 23625 23993 23990 241093 242121 243416 243637 245708 247877 25014 249769 23990 243637 249769
19 Shareholders funds
20 Authonzed capital 10062 9897 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831 10831
21 Special Fund & Target F 325 226 416 416 416 416 416 416 416 416 416 416 416 416 416
22 Other Reserves 12130 13601 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796 12796
23 Profit (Loss) Cumulaliv 151 99 50 53 663 1691 2986 3207 5278 7447 971 9339 53 3207 9339

24 Total 22366 23625 23993 23990 241093 242121 243416 243637 245708 247877 25014 249769 23990 243637 249769
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LEG Assumpllon and Results

#3 FulllmplemenlaUon

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

1 Retail Sales million MWh 37 32 31 33 33 32 31 355 337 326 316 362 1315 1341
2 Oblenergo Sales al Relall Tanffs mlllHr 18556 18875 18833 21082 26593 25699 24143 24181 29955 8538 10398
3 SubSKly Amounl (from 50% 100% dISCOUnl) mill Hr 1521 1526 1472 1445 1701 1617 1548 1512 1771 615 645

3a Occup-based Subsidies (10% of sUbs) millHr 152 153 147 145 17 162 155 151 177
3b Occup~basedSubskhes (% of NOC pUrch) % 06% 06% 07% 06% 06k

4a Oblenergo Cash ColiedlOns (Mmo) mJllHr 3297 3279 340 4075 5756 6032 6191 6669 8799 1651 2769
5a Oblenergo Tolal CollecllOOS (Mlnn) mlllHr 17898 16131 17723 22769 29484 2875 27234 27519 34398 8611 11790

LECcosts
6 LVNO and Supply COsls mlllHr 2537 2537 246 2383 272 9 2587 2509 2431 2783 1011 1031
7 Self GeneratIon rnlnionMVVh 24 14 12 26 24 14 12 26 24 12 12 26 76 73
8 Self GeneratIon costs mlllHr 1083 98 608 534 1083 98 608 534 1083 321 321

9 lEe purchases from NDe mlnlonMWh 3061 3039 2745 2731 3313 3104 2803 2788 3331 1183 1203
10 Wholesale Market Price HrlMwh 573 61 65 715 801 838 849 875 922 694 871
1a LEe purcnases from NDC m1IlHr 175355 1853 17848 19532 26551 26016 23804 24385 3071 8246 10492

12 LEe Payments to NDe Total % 1004% 661% 1030% 986% 1018A. 1019% 1019A. 1031 A. 1056% 920% 1030%
13 LEC Paymenls 10 NOC Total mlllHr 17606 12248 18384 19249 27019 26504 24263 25142 32439 7690 10835
14 LEC Payments 10 NOC Cash % 106% 104% 122% 138A. 169A. 188/. 203% 224% 248% 130% 220%
15 LEC Payments 10 NOC Cesh mlllHr 1859 1927 2178 2699 449 4885 4839 547 7621 1129 2282

16 Cash Olfference (Mlnn and NOC) mlllHr 144 135 122 138 127 115 135 120 118 521 4875
17 LEC LVNO Supply Sell Cen expenses mlilHr 362 3517 3068 2917 3812 3567 3117 2964 3666 1331 13515
18 Collections Difference (Minn and NOC) millHr 293 3883 -QG 1 352 2465 2245 2971 2377 196 23015

19 IES purchases fonn NOC mllhonMW 886 873 77 76 953 891 785 775 958 34 341
20 IES purcheses fonn NOC mlllHr 5073 5324 5005 5435 7635 7463 6669 6779 8831 2340 29742
21 IES Paymants to NOC Tolal mlllHr 5073 5324 5005 5435 7635 7463 6669 6779 8831 2340 29742
22 IES Payments 10 NOC Cash mdlHr 0 0 0 0 0 0 0 0 0 0 0
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0743 PM

#3 Full Implementation

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999

Revenues
1 Total Energy Sales 1506 1583 2997 2281 2385 2285 2497 3419 3348 3047 3116 3954 8347 10586 13466
2 Sales to LEes 0 0 0 1754 1853 1785 1953 2655 2602 2380 2439 3071 8246 10492
3 Sales to lESs 0 0 0 507 532 501 543 763 746 667 678 883 2340 2974

Expenses
4 Power purchases 2157 2280 2175 2379 3290 3217 2913 2979 3813 2157 10124 12922
5 HV net fee (Hv mllJ 80 81 85 91 99 101 103 106 108 80 355 419
6 NDC/ESE fee (Hv mil] 24 24 25 27 30 30 31 32 32 24 107 126
7 Minus profit on Import/export 0 0 0 0 0 0 0 0 0 0 0 0
8 SubSIdy RequIrement 0 0 0 0 0 0 0 0 0 0 0 0
9 Total Expense 1522 1549 3004 2261 2385 2285 2497 3419 3348 3047 3116 3954 8336 10586 13486

10 Profit before tax 16 34 7 0 0 0 0 0 0 0 0 0 11 0 0
11 Taxation 4 0 6 0 0 0 0 0 0 0 0 0 10 0 0
12 Profit after Tax 20 34 13 0 0 0 0 0 0 0 0 0 1 0 0
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NDC Financial Statements

Balance Sheet

9701a 9702a 9703a 9704 9801 9802 9803 9804 9901 9902 9903 9904 1997 1998 1999
1 FIxed assets Gross 239 235 236 236 236 236 236 236 236 236 236 236 236 236 236
2 Fixed Assets Oepr 72 70 71 71 71 71 71 71 71 71 71 71 71 71 71
3 Netassets 167 165 165 165 165 165 166 165 165 165 165 165 165 165 165
4 Other fixed assets 1 8 9 9 9 9 9 9 9 9 9 9 9 9 9

Short Term Assets
5 Cash 0 1 0 0 0 0 0 0 0 0 0 0 0 0 0
6 Due from LECs 2594 2619 2704 2503 3165 3117 3145 3099 3050 3004 2928 2755 2503 3099 2755
7 Inventory 4 5 4 4 4 4 4 4 4 4 4 4 4 4 4
8 Due from lESs 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

8a Total Current Assets 2598 2625 2708 2507 3169 3121 3149 3103 3054 3008 2932 2759 2507 3103 2759

Short Term lIablllbes
Due to Gancos

9 Nuclear 1125 1318 1765 1239 1632 1532 1544 1519 1494 1469 1429 1338 1239 1519 1338
10 Hydro 147 158 173 174 171 168 165 161 150 147 171 150
11 Centrenergo 305 279 315 252 271 245 249 245 241 237 230 216 252 245 216
12 Donbassenergo 102 209 237 235 277 282 287 282 277 273 265 248 235 282 248
13 Dnlprenergo 281 227 258 437 383 388 392 386 379 373 363 340 437 386 340
14 Zekhldenergo 133 168 193 174 265 276 279 274 270 265 258 242 174 274 242
15 Other Trade Creditors 129 177 128 128 128 128 128 128 128 128 128 126 128 126 128
16 Due to Trade creditors 2075 2378 2640 2356 2856 2766 2796 2750 2701 2655 2579 2406 2356 2750 2406
17 Other Creditors 1 1 3 3 3 3 3 3 3 3 3 3 3 3 3
18 Notes outstanding 617 305 128 64 0 0 0 0 0 0 0 0 64 0 0
19 Short term borrOWing 37 36 30 177 401 443 443 443 443 443 443 443 177 443 443
20 NET assets 36 76 81 81 81 81 81 81 81 81 81 81 81 81 81

21 AuthOrized Capital 174 172 171 171 171 171 171 171 171 171 171 171 171 171 171
22 Special Fund& Target Flnancln 75 83 95 95 95 95 95 95 95 95 95 95 95 95 95
23 Other Reserves 3 5 10 10 10 10 10 10 10 10 10 10 10 10 10
24 Profit (Loss) CumulatIve 216 182 195 195 195 195 195 195 195 195 195 195 195 195 195
25 TOTAL 36 78 81 81 81 81 81 81 81 81 81 61 81 81 81
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CHAPTERS
SENSITIVITY ANALYSIS - INDIVIDUAL VARIABLES

AND THEIR FINANCIAL IMPACT

WhIle the analySIS of scenanos conducted In Chapter 4 IS an effectIve way ofaSseSSIng the
overall Impact ofthe Fmancial Recovery Plan, It would also be useful to be able to dlsaggregate
the Impacts of the some of the maJor plan ImtIatIves Perfomllng a general sensItIvIty analysIs
USIng the models Input parameters can gIve a better sense ofwhat aspects of the plan act as more
effectIve levers m leadmg the sector to better finanCIal health The FRP pomts WIth greatest
potentIal Impact could then be IdentIfied

A number of the dtfferent key model Input parameters are offered below WIth an assessment of
the strength of theIr Impact on debt levels and profitabIhty

Improvmg Total CollectIOns / LEC Total payments to Energomarket
ThIS actIOn has an nnmedIate and dIrect Impact on the debt levels - both ofLECs to the
Energomarket as well as of the Energomarket to Gencos CollectIon levels of over 100% would
allow the full covenng of current expenses as well as the paymg offof old debt These actIOns,
however, have no Impact on generator profits, SInce WIthout Interest payments there IS lIttle
dIrect finanCial dISInCentIve for taking on debt

Improvmg Cash CollectIOns / LEC Cash payments to the Energomarket
Cash collectIOns do not, per se, Impact the overall accumulated Energomarket debt levels as theIr
effect IS captured In total collectIOns The final Impact ofCash collectIOns on Genco profits also
proves to be very small as noted In the scenano analySIS above At best, only 10-15% of the fuel
can be purchased WIth cash, aVOIdmg the barter premIum, and Improvmg profit levels (unless It
IS presumed that a payment m cash can lead to a reductIon In the pnce of all fuel purchased and
notJust the 1Ocrement) If, as the FRP stIpulates, only cash left over after paymg wages and
maIntenance IS used to buy fuel, then there also eXIsts a threshold 10 the profit benefit of cash
collectIOns Wages and maIntenance generally account for a httle less than 10% of Gencos costs
Thus, Gencos need to be collected at least around 8%-10% of then revenues m cash before any
affect In profits IS felt If mcome taxes must also be paId m cash, then there WIll be essentially
no aVaIlable for purchas10g of fuel

SpendIng ofcash collected could have longer-term ImphcatIOns For mstance, 10 the optImIstIc
scenarIO, WIth pnvatizatIOn, the cash flOWIng to the Gencos could be used for larger scale
mamtenance, or more senous plant refurbIshment Benefits from thIS would not show up 10 a
two-year analySIS Alternately, the Gencos can deCIde to save money on the mamtenance In the
current year WIth cost consequences for future years What IS Immediately apparent from the

Hagler BaIlly



CHART 5

SENSITIVITY ANALYSIS - INDIVIDUAL VARIABLES AND THEIR FINANCIAL IMPACT ~ 5-2

Hagler Bailly

Oblenergo Sales at RetaIl tanffs

10,457

10,296

10,398

8,565

8,538

8,565

(mtlhonHr)

Partial Implementation

Non - ImplementatiOn

Full Implementation

Scenario 2

ScenariO I

Scenano 3

model, IS that Improvmg plant desIgn parameters can have large payoffs m terms of profits, as
they affect every urnt ofelectrIcIty sold

IntroductIOn of market-based retaIl tanffs
The mtroductIOn ofmarket-based retaIl tanffs Wllliargely make the Issues of retaIl pnce settmg
much more understandable and transparent There may be a mIstaken beltef that such tanffs wIll
also work to Improve the levels of total collectIons and through thts, collectIOns to the
Energomarket and the Gencos EssentIally, the mtroductIOn of these tanffs IS expected to be
revenue-neutral, and Just serve to reallocate who Wlll be paymg the costs Tills IS borne out m
the model, and IS eVIdenced m the data from the model runs, offered below m the Table 5

In all three scenanos, the same amount of electncIty was sold m the end to the consumers, so the
dIfference m LEC electrICIty revenues was stnctly the result of dIfferences In tanff schemes
The dIfference In revenues between a year ofmarket based retaIl tarIffs (Scenano 3), and a year
wIth the old admIillstratIve tanffs (ScenarIo 1) came out to around one half a percent

EIImmatIOn ofoccupatIOnal-based SubSIdIes
Total reSIdentIal SubSIdIes are calculated WIthm the LEC subsectIOn, and generally run at about
10% or less of the level oftotal sales It IS estImated that only around 10% ofthese SubSIdIes are
occupatIOnal-based Thus Ifall of these customers subsequently paId theIr electrICIty bIlls In full,
there would only be around a 1% mcrease In total collectIOns

I
I
I
I
I
I
I
I
I
I
I
I
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SENSITIVITY ANALYSIS - INDIVIDUAL VARIABLES AND THEIR FINANCIAL IMPACT ~ 5-3

Improvement m low voltage losses
Improvement of low voltage loss levels m the dlstnbutIon system Will serve to lower the amount
of electnclty that LECs need to purchase from Energomarket whIle provldmg the same servIces
to the final customer Customers would not change theIr paymg behaVIOr and It could be
expected that the Energomarket and thus the Gencos would see hIgher collectIOns However,
With market based retall tanffs, thIs lowenng of losses mIght be reflected m the hcense pnces m
the form of lower retaIl tanffs In the end, the financIal Impact ofthIs pomt IS very small

Reducmg Barter PremIUm for Gencos
Factors mfluencmg the barter premIum for Genco fuel purchases have a dIrect and large Impact
on Genco profits as barter affects almost all of the fuel the Gencos need to purchase Fuel costs
generally compnse roughly 85% oftotal Genco costs, thus any reductIOn m the pnce they pay
for fuel would greatly Impact profits

Gencos purchasmg fuel VIa Competltlve Tender
ThIS actIOn IS presumed to Improve the quahty ofcoal that IS purchased by the Gencos ThIS
would have a sIgmficant and dIrect Impact on Genco profits, as coal constltutes a very large
portIOn of the gencos fuel needs Better coal means that less coal IS needed to generate a gIven
amount ofelectnclty, and thus less coal needs to be purchased To the extent that thIS Impacts all
the coal purchased, Improvmg coal heat rates at bIg plants can have very large payoff

Adherence to Market Rules / Increase m the Wholesale Purchase Price
Ralsmg the Wholesale Purchase Pnce has the effect of Improvmg Genco profits duectly as It
ralses the revenues from electrICIty sales As thIS affects all the electrICIty sold, the Impact IS
large

Exchange rate Issues
Ukrame's natIOnal currency has been feehng the effects of the recent economIC cnsls m RUSSia,
and the Hryvma/Dollar Exchange rate has nsen dramatIcally m August ThIS latest change has
been reflected m mputs to the model, and affects a number of model parameters

Ukrame's currently estabbshed admlmstratlve non-resIdentIal retaIl tanffs are deSIgnated m
dollar terms, and thus mcrease With the exchange rate The Wholesale Purchase Pnce paId to the
generators as well as fuel pnces paId by generatmg compames are SImIlarly set m dollar terms
These aspects are all reflected m the model On the other hand, admlmstratlvely set reSidential
tanffs (WhICh were remam m place even m the case of full ImplementatIOn of the FmancIaI
Recovery Plan), are denommated m Hryvma, and would lead to lower effectIve collectIOns on
the LEe SIde unless cross-subsIdIzed (as they would be WIth SubSIdy CertIficates)

One unresolved Issue, whIch the model does not address, IS the revaluatIOn of debt m bght of
currency devaluatIon All of the Energomarket debt IS currently estabhshed m Hryvma WIth
the hIgher exchange rate, the debts LECs owe the Energomarket, as well as the payments owed
the Gencos sIgmficantly decreased m dollar terms Fallure to act upon thIS m the face of further
devaluatIOn would most negatIvely affect the thermal Geneos, whose debts for fuel are largely

Hagler Badly
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SENSITIVITY ANALYSIS - INDIVIDUAL VARIABLES AND THEIR FINANCIAL IMPACT" 5-4

denomInated In dollars In real dollar terms, the amounts owed to the Gencos by the
Energomarket would be droppIng whIle therr oblIgatIOns would remam steady

A recent Energomarket Worlang Group convened at the begmnIng of September, With several
Hagler Badly staff m attendance, to address thIs very Issue In the end, a sIngle satIsfactory
method had not been deCIded upon Some the central problems brought up by thIs Issue are
dIscussed In more

Hagler Bal1ly
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CHAPTER 6
CONCLUSIONS

ModelIng of any complex system mvolves sImplIficatIOns and assumptIons It IS presumed
that dunng the process the essentIal elements and relatIonshIps of the system are retamed so
that dIfferent possIble scenanos can be SImulated The benefits ofeffectIve modelIng are
thus the gaImng ofa general sense of the lIkely outcomes of dIfferent scenanos as well as a
more complete understandmg of the workmgs and mter-relatIOnships of the system

The modelIng ofthe effects of the FmancIaI Recovery Plan has provIded both of these
benefits The process ofcategonzmg the elements of the plan and arraymg them as changes
to the model's mput parameters has mvolved SImplIficatIOns and assumptIOns, as has the
modehng of the basIc relatIOnshIps among the members ofthe Energomarket TrackIng the
changes as they flow through the system has provIded mSIght Into the potentIal effect of the
dIfferent pomts of the plan Fmally, modelIng of the scenarIOS has allowed a larger
assessment of the potentIal effectIveness of the FInancIal Recovery Plan

Several key concepts have stemmed from thIs modelmg process FIrstly, mcreasIng cash
collectIOns by small amounts IS not lIkely to produce great Improvements In the profitabIhty
of the gencos Even under the optImIstIc scenarIo, the amount ofcash left over after wages,
maIntenance and taxes IS very small Unless thIS small amount ofcash can be leveraged mto
better overall purchasIng condItIons for all the fuel purchased, rather than Just the savIng of a
barter premIUm on the fuel dIrectly purchased wIth the cash, the effect Will be almost
neglIgIble, gIven the low levels ofcash collectIOn Any Improvement In the barter
mechanIsms, whIch could lower the barter premIUm for all fuel purchased, have a large
Impact on generator profits Improvements m plant heat rates can have a large Impact on
profits, as would Increases In the Wholesale Purchase Pnce that IS paid by the Energomarket,
In that they dIrectly affect almost all of the revenues and costs the gencos Incur

On the LEC SIde, the ImplementatIOn of market-based retaIl tarIffs IS a revenue-neutral
actIOn, whIch should not be expected to Improve cash or total collectIOns EhmmatIon of
occupatIonal-based SubSIdIes affects only a very small portIOn of payments for electncity
FInanCIal Recovery Plan Pomts dIrectly deSIgned to reschedule debt, encourage repayment
for electncity consumed, prompt offsets, lImIt consumptIOn, and dIsconnect debtors can
prove very effectIve m IncreasIng total and cash collectIOns by the LECs and then to the
Energomarket and to the gencos In thIs end they do reduce the debt levels both to
Energomarket and to gencos However, to the extent that there are no Interest payments on
thIs debt, profits are not dIrectly affected

-------------- HaglerBaI11y --------------
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CONCLUSIONS ~ 6-2

PnvatIzatlOn of the LEe and generatmg compames has the potentIal to alter a number of the
key factors modeled above However, gIven the current pace ofpnvatIzatlOn, It cannot be
realIstically expected, even under the best scenanos, that sIgmficant changes would be
Implemented WhICh would yIeld sIgmficant operatIng and financIal results by 1999Q4

The current economIC problems m RUSSIa, and the extent to whIch they have affected and
WIll affect the economIC SItuatIOn m Ukrame, should also be kept m mmd as a backdrop for
the upcommg quarters PotentIal problems WIth devaluatIon ofthe currency would need to
be addressed to mamtaIn a VIable and workIng Energomarket, partIcularly regardIng
restatement ofdebt levels

In conclUSIOn, however, the Fmancial Recovery Plan as modeled above, If Implemented,
should Improve the finanCIal health and solvency ofthe sector as measured by IndIcators
through the fourth quarter of 1999 Debt owed by the LECs to the market, to the generators,
and to fuel supplIers would also show sIgmficant decreases, and the profitabIhty of the
generators would show marked Improvement, even In the partIal/delayed ImplementatIon
case Such results should reassure the UkraIman government that they have chosen a Viable
and sound economIC plan, and that the channehng of resources and polItIcal WIll for Its
effectIve ImplementatIOn should be of very hIgh pnonty

-------------- Hagler Badly --------------
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ApPENDIX A

FINANCIAL RECOVERY PLAN- CABINET OF MINISTERS

RESOLUTION

-------HaglerBatlly -------
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CABINET OF MINISTERS OF UKRAINE

RESOLUTION

18 Aprll 1998 #508

The Clty of KylV

ON APPROVING FINANCIAL RECOVERY PLAN
FOR THE POWER SECTOR OF UKRAINE

The Cablnet of Mlnlsters RESOLVES:

To approve the F1nanc1al Recovery Plan for the Power Sector of
Ukra1ne (see attached hereto).

Respons1b1l1ty for the organ1zat10n of 1mplementat10n of act10n
st1pulated by th1s Plan should be vested 1n m1n1str1es and other
central bod1es of execut1ve power accord1ng to the1r scope.

The Comm1SS10n created by Instruct10ns of the Cab1net of
M1n1sters of Ukra1ne of 19 January 1998 #32 shall control
1mplementat10n of th1s Plan and report quarterly to the Cab1net
of M1n1sters on the status of 1tS 1mplementat10n.

A. Golubchenko
F1rst V1ce-Pr1me M1n1ster
of Ukra1ne

WW\Luda\9/16/9B\FRPRESOL DOCWW\Luda\9/16/9B\FRPRESOL DOC
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ApPENDIXB

FINANCIAL RECOVERY PLAN - ACTION ITEMS

------HaglerBalily------



-------------------APPROVED

by Resolutlon of the Cablnet of Mlnlsters
of Ukralne
18 Aprll 1998, #508

FINANCIAL RECOVERY PLAN FOR
THE POWER SECTOR OF UKRAINE

ActIons

Cost ReductIon

Executors Control Deadhne Expected Results

1 Requlre that all noncash
flnanclal settlements, lncludlng
offsets, be executed by, or on
behalf of, electrlclty companles
uSlng NBU bank offset mechanlsm

Electrlclty NBU
Companles

1 May 1998
onward

Reduce barter costs,
savlng UAH100-300
mllllon per year,
lncludlng the effects of
actlon 2

--:.~-......

~-J

2 For each generatlon company,
apply all flnanclal resources
WhlCh remaln avallable after
paYment of wages, repalrs and
taxes, to cash fuel procurement

3 Generatlon companles conduct
all cash purchases of all types
of fuel from suppllers based on
competltlon

Electrlclty
Companles

Electrlclty
Companles

Mlnenergo
MlnFln

Mlnenergo

15 May 1998
onward

1 June 1998
onward

Reduces electrlclty
productlon cost by
UAHI00-300 mllllon per
year, lncludlng the
effects of actlon 1

Reduces electrlclty cost
by lower prlces for
glven thermal content
Ultlmately save UAHI00
mllllon per year



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

':7~

ActIOns

4 Ident~fy as of 1 January 1998
accounts payable of electrlc~ty

supply and generat~on compan~es

and provlde for th~s debt to be
rescheduled for payment over 5
years ~n accordance w~th the
effect~ve law

Reta11 Tar1ffs

5 Translt to market-based reta~l

tar~ffs accord~ng to the
Electr~c~ty Law and the NERC
~ssued l~censes, wh~le prov~d~ng

for a s~ngle tar~ff for the
populat~on ~n the ent~re terr~tory

of Ukra~ne

Executors

Electr~c~ty

Compan~es

M~nenergo

Cred~tor

M~n~str~es

Oblenergo
and other
Regulated
Tar~ff

Suppllers

Control

M~nF~n

NERC

Deadlme

15 May 1998
onward to
~dentlfy and
agree debt
amounts

1 August
1998 to
reschedule
debt and
record ~n

f~nanclal

statements

Start 1 May
1998,
contlnue
1 August
1998,
to be
completed by
the end of
1998, on a
schedule to
be approved
by CoM

Expected Results

Reduces unscheduled
cla~ms aga~nst

Electr~c~ty Compan~es

Ensures customers pay
the cost of electrlc~ty

generat~onl transm~ss~on

and supply to create
cond~tlons for a full
operat~on of the
wholesale market



-------------------
Actions

6 Determ~ne amounts due from all
electrlclty suppllers and
generators accordlng to the
Wholesale Market Rules
Enforce provlslons for all
payments recelved by Wholesale
Market Members to be dlstrlbuted
accordlng to Market Funds
Admlnlstratl0n Procedure

7 Draft and submlt for
conslderatlon In 11ne wlth the
establlshed procedure law to
cancel prlvlleged electrlclty
tarlffs based on the occupat~onal

prlnclple and to set and enforce
consumptl0n 11mlts for all
remalnlng classes of prlvlleged
customers

Strengthenlng of Payment
Disclp11ne

8 Oblenergos to promptly
termlnate serVlce to all
defaulters except as provlded by
the Law of Ukralne, and local
admlnlstratl0ns lnterferlng wlth
thlS process are to be prosecuted

Executors Control

NDC NERC

Mlnenergo
NERC
MlnEcon
Mlnlstry of
Labor

Oblenergos,
MlnJus

DeadlIne

1 May 1998
onward

1 June 1998

15 May 1998
onward

Expected Results

Allows all well managed
Companles to earn a
proflt and mlnlmlses
regulatory lnterventl0n
In the wholesale market
operatlon

Annual savlng of UAR 53
mllllon

Improved payment
collectlons

,-~

9 Llmlt supply of electrlclty to
budget-funded customers to no more
than the actual amount provlded
for In cost estlmates for thlS
purpose

Oblenergos Mlnenergo
MlnFln

15 May 1998
onward

Termlnatlon of unpald
electrlclty supply



---------------Flnanclal Recovery Plan
18 Aprll 1998 #508

- - --
ActIOns

10 Transfer the Market Funds
Admlnlstrator from NDC to a new,
NERC-Ilcensed Energomarket
Enterprlse

11 Formallse and enforce
compulsory use of clearlng
accounts for all oblenergos'
recelpts speclfled In the
Wholesale Market Funds
Admlnlstratlon Procedure

12 Prepare proposltlons to the
Rada to renew responslblllty for
non-tlmely electrlclty payments by
budget organlsatlons and
resldentlal customers

Collect Arrears

Executors

Mlnenergo
NERC
NDC

Mlnenergo
MlnFln
NBU

Mlnenergo

Control Deadlme

1 July 1998

1 June 1998

1 June 1998

Expected Results

Creatlon of a rellable
and transparent
structure for
admlnlstratlng UAH10
bllllon per year of
wholesale market funds

Assure collectlon of
funds from RTSs

Improve payment
dlsclpllne, reduce
consumer electrlclty
debt



-------------------
DeadlIne Expected Results

1 June 1998 Reduce arrears
for all
budget-
funded
organlsatlon
sand
lnstltutlons

::-"".';..
~~

-...'

Actions

13 For defaulted state and local
budget-funded lnstltutlons and
organlsatlons, ldentlfy and
execute offsets wlth the
electrlclty supply companles For
all defaulted state-controlled
enterprlses ldentlfy and execute
offsets wlth the electrlclty
supply companles USlng the NBU
bank offset mechanlsm

14 For maJor nonbudget customers
who are recelvlng electrlclty
serVlce, ldentlfy arrears over 3
months and reschedule them as
legally enforceable, lnterest
bearlng, saleable debt lnstruments

15 Establlsh collectlon
departments wlth lltlgatlon staffs
at all oblenergos to take
vlgorous, systematlc legal actlons
In the court agalnst all
defaulters

Executors Control

Electrlclty NBU
Companles
Mlnenergo
MlnFln
Local
Admlnlstra-
tlons

Oblenergos
Mlnenergo

NDC
Oblenergos
Mlnenergo

1 November
1998 for all
self
sustalned
state
enterprlses

1 May 1998
for all
customers
wlth over
UAR 1
mlillon
arrears

1 August
1998 for all
customers
wlth over
UAR 100,000
arrears

1 June 1998

Accelerate collectlon of
nonbudget arrears

Collect debts due



-------------------F~nanc~al Recovery Plan
18 Aprll 1998 #508

Actions

16 Assure f~nanc~ng to pay budget
arrears for electrlclty and heat
wlthln 5 years by means lncludlng
Treasury promlssory note program
and promlssory notes of local
state admlnlstratlons

PrJ.vatJ.satJ.on

17 Transfer to Wlnners of
competltlons and tenders
management of state owned blocks
of shares In the Electrlclty
Companles to be prlvatlsed, us~ng

Bectlon 104 of the State
Prlvatlsatlon Program, provldlng
for the control lnterest to be
held by lnvestors

Executors

MlnFln
CoM of the
Crlmea
Oblast
Admlnlstrat
lons
Klev and
Sevastopol
Clty
AdmlnJ.stra
tlons

SPF
Mlnenergo

Control Deadline

1 October
1998

Wlthln two
months after
sales of
each
company's
fJ.rst block
of shares

Expected Results

Provldes assured cash
flow to Electrlclty
Companles agalnst whlch
they can borrow

Improve efflclency of
management of
Electrlclty Companles
and lncrease the value
of state shares of
electrlclty enterprlses
to be prlvatlsed



-------------------
ActIOns

18 For all oblenergos, sell by
open tenders or competltlons
agalnst lnvestment commltments on
a schedule speclf~ed by the State
Property Fund and M~nenergof at
least 25% of the shares plus one
share, prov~dlng for a poss~b~l~ty

of transferrlng management of
state shares to the Wlnner
Prov~de by the terms of tenders
and competltlons for an amount not
less than the ln~t~al selllng
prlce to go for companles'
development

For efflclent sale of shares,
dlvlde oblenergos lnto two
groups

19 Sell at least 24% of 4 fossll
generators agalnst lnvestment
comm~tments by tenders and
compet~t~ons Prov~de by the terms
of tenders and competltlons for an
amount not less than 50% of the
lnltlal selllng prlce to go for
companles' development

Executors

SPF
MlnFln
Mlnenergo

SPF
Mlnenergo
MlnFln

Control Deadline

Flrst SlX
months of
1999,
complete all
sales In
llne wlth
the
procedures
stlpulated
by law

By 1 January
1999,
complete
sale of the
1 st group of
15
of companles

Flrst SlX
months of
1999,
complete all
sales In
llne wlth
the
procedures
stlpulated
by law

Expected Results

Implement Prlvatlsatlon
Program to obtaln
maXlmum proceeds from
sales of state shares
and flnanclal recovery
of the power sector to
the state budget

Implement Prlvatlsatlon
Program to obtaln
maXlmum proceeds from
sales of state shares
and flnanclal recovery
of the power sector to
the state budget



-------------------
F~nanc~al Recovery Plan
18 Apr11 1998 #508

20 Rev~ew the results of ~tems FRC
17-19 of thlS Plan's
lmplementatlon and prepare draft
electr~clty company prlvatlsat~on

plan for 1999 for conslderatlon by
CoM

ActIOns Executors Control DeadlIne

15 November
1998

Expected Results

Improve efflc~ency of
prlvatlsat~on program
lmplementat~on

Management

21 Flnanc~al Recovery Commlsslon FRC
("FRC") to control lmplementatlon
of the F~nanclal Recovery Plan
and report quarterly to the CoM
on the process of ltS
lmplementatlon

1 May 1998
onward

Improve effect~veness

and credlbll~ty of the
Plan lmplementat~on

-----..L---=

22 Prepare f~nanclal performance
lnd~cators of the lndustry's
flnanclal recovery process as lS
set forth ~n the Appendlx

Mlnenergo 15th
calendar day
of each
month for
the prlor
month

Prov1de systematlc
monltorlng of reachlng
the key flnanclal
~ndlcators



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

~-...,

ActIOns

23 Draft appeal to the World Bank
to relnstate EMDP loan based on
the lnltlal performance of the
Flnanclal Recovery Plan, lncludlng
a request for reallocatlon of loan
proceeds for acqulsltlon of
meterlng and communlcatlon
technology requlred to lmplement
hourly tarlffs and voluntary
demand curtallment

Executors

Ml.nenergo
MlnFln

Control DeadlIne

1 August
1998

Expected Results

$ 241 ffillllon avallable
under the EMDP loan
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ApPENDIXC

FINANCIAL RECOVERY PLAN - INDICATORS TABLE

-------HaglerBaI!ly -------
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APPENDIX TO POWER SECTOR FINANCIAL RECOVERY PLAN

KEY FINANCIAL INDICATORS AND BENCHMARKS

14 Average retail tanffCNERC planned) [UScents7k -

II Energoatom Sale Pnce [US centslkWhj

12- Hydro Sale Pnce IDs centslkWh]

13 whOlesale Pnce (toSuppllers) - --IUS cents/\..WII]

939 1082 1004 553 840 100 100 100 102 i 102 102 102 104 106 , 106

102 126 106 78 116 15 16 15

'~j .. 19 18 22 15 30

_""".._-.....~-..u"'l _I~~
-- ---- -- ~---

2 I Total 1065 1221 897 439 654 100 100 100 101 102 102 101 104 1061 106
22Cash 93 75 71 58 57 15 16 15 17 18 19 18 22 15 30

3 Four fossil generators collectIon rate flo of amount
--~ --- - -- -- -

bIlled]

3 I Total 879 1121 881 1383 100 100 100 102 102 102 102 104 106 106

32 Cash 79 87 81 56 15 16 16 17 18 19 18 22 15 30

" Retail tanff adherence [3ctual tanfT as-0/01'market - ~ - -----s<t 9Z -Y2 1011 --,mr ~5 101T 100 1110

5 Fuel COSt 4FossII Generators - [I 997$/MWh sold] ~l ---y28J
- (28 2 ---27 20 ---

~ 26 24 24 11

6 After tax profit of 4 fossil generators P997$/quarter
--- -- -- -20 311 -SIT

'1 Oblenerbo debl to Energomarket [1997$ mllllon]- --, ~ n211 -- ---- 1280 TU7 1 no l1J116

8 - Oblenergo debt to Energomarket [days -annual] - ""120 - --- U8 11Z 102 9Z

9 ~Energomarket-(jebt to generators [1997$ million]
-- - rJZ 1438 -148'1 ~~.. "" --- --- - 1188 1227 1,110 1;olRi

~
<e--

"Note The payments collection benchmarks for Energoatom are to be finalized follOWing EBRO's Operation Commission review of the proposed Khmelmtsky 2 I Rovno 4 nuclear completion project
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ApPENDIXD

EXCHANGE RATE IMPACT ON POWER SECTOR FINANCES

_______ HaglerBailly _
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AppendIx D ~ D-2

ISSUES SURROUNDING THE FINANCIAL STABll..ITY OF UKRAINE'S ELECTRIC

COMPANIES IN THE CASE OF THE DEVALUATION OF THE HRYVNIA

It was suggested at the Energomarket Workmg group meetmg on 9/1/98 that debts of
Energomarket to generatmg compames, debts of supphers to the Energomarket, and
Energomarket wholesale pnces, should be set m US dollars HIgh mflatton recently resulted
m huge losses for generatIon compames, whose debts to theIr fuel supphers are calculated m
US dollars, WIth debts ofEnergomarket to generating companIes being fixed In hryvnyas

Currently the maJonty ofpnces used m settlements between electnc companIes are set m
dollars, but all payments are made m hryvnyas at the NatIOnal Bank ofUkrame exchange rate
at the day of payment Fmanclal accountmg IS also performed m hryvnyas The Market Funds
Procedure (MFP), used to allocate cash collected among market member, operates m
hryvnyas, and debts are also accumulated m hryvnyas Accordmg to the current MFP
algonthm the amount ofEnergomarket debts to generators mfluences the amount of cash
they receIve from the market daIly

There are two reasons why generatmg companIes lose money m the present settlement
procedure due to fast exchange rate mcreases
1 Delay between calculatIon of the purchase prIce m hryvnyas and actual payment
2 AccumulatIOn of debts m hryvnyas

Generatmg companIes pay for fuel m dollars, and submIt bIds to Energomarket m dollars
Energomarket purchase prIces whIch are paId to generators are expressed also m dollars, but
for the Market Funds Procedure theIr bIds are expressed m hryvnyas at the rate of the day
when they are submItted Because of the delay between the calculatIOn of the purchase prIce
and actual tIme ofsettlement, generatmg companIes lose sIgmficant amount of money

Regulated tanff supphers WIth theIr debts to Energomarket m hryvnyas, and retaIl pnces for
mdustnal and commerCIal consumers set m dollars (payments are made m hryvnyas at the
NatIOnal Bank of Ukrame exchange rate at the day of payment) appear to have an unjustIfied
advantage PrIces at whIch oblenergos buy electncIty from the market are also set m dollars,
so hryvnya amounts that they have to pay every day mcrease TheIr debts are fixed In

hryvnyas, so theIr dollar value m prInCIple may even decrease WIth m the case of non
payments, If the exchange rate mcreases fast enough

CalculatIOn of debts m US dollars, on the other hand, puts oblenergos mto a dIfficult
SItuatIOn as consIderable part of theIr customers are reSIdentIal customers whose tarIffs are set
m hryvnyas TheIr prIces cannot be Increased Just because of the exchange rate mcrease,
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AppendIx D .. D-3

maInly for polItIcal reasons Current 0plillon IS resIdentIal tanff Increases are ImpOSSIble untIl
after the next presIdentIal electIOns In UkraIne

At the 9/1/98 WorkIng Group meetIng NERC representatIves suggested that the way to
overcome tlus dIfficulty IS at least to Improve collectIon rate for reSIdentIal customers, as
present tarIffs are suffiCIent to cover oblenergo cost for electrICIty purchases, network
maIntenance and supply Anyway, even WIth 100% collectIOns and frozen reSIdentIal tanffs
In hryvnyas oblenergos WIll have consIderable dIsadvantage haVIng to purchase electrIcIty
from Energomarket set In dollar terms

The qUIck analysIs ofpayment structure In the system shows that In general there IS an
apprOXImate dollar-hryvnya balance Twenty-one percent ofelectrIcIty IS consumed by
reSIdentIal consumers and paId for In hryvnya terms NInety percent of the pnce of electrICIty
IS paId to generatIng companIes EIghty-five perecent ofgenerator costs are for fuel (paId In
dollars), wlule the other 15% are for salary and other hryvnya-expressed costs So 10% of
oblenergo transmISSIon and supply cost plus another 90%*15%=13 5% of the total electncity
cost - 23 5% m total are covered In hryvnyas LIcense transmISSIOn and supply tanffs that are
used m the MFP currently as a baSIS ofpayments to the retaIl tanff supplIers from the market,
are set In hryvnyas

Typicallly, retaIl tanff supplIers that have lower percentage of theIr own costs (LVNO and
supply) m the total cost ofelectrICIty they sell also have smaller shares of reSIdentIal
customer consumptIon Currently, they generally see hIgher electrICIty purchase pnces as set
byNERC

At the first glance, the settIng of the all wholesale pnces and the fiXIng ofdebts In dollars
wlule a consIderable part of retaIl pnces remaInS In hryvnyas not tIed to the exchange rate,
would seem to create unfaIr advantages for generatIng companIes and dIsadvantages to
regulated tanff supplIers However, the system ofpnce regulatIOn by NERC that IS actually
In place (wluch IS m conflIct WIth lIcense condItIOns), allows the effect of low pnces for
reSIdential consumers to be spread evenly between generators and supplIers Tax ImplIcatIOns
also decrease advantages and dIsadvantages that may accumulate between the penods when
NERC sets purchase pnces for oblenergos and bId caps for generators

For partIcular companIes the resultmg disbalance may be conSIderable Some oblenergos
(e g Kylvoblenergo, Vmnytsyaoblenergo) sell around 50% of electncity to reSIdentIal
customers Presently the relevant percentages are taken mto account by NERC when settmg
pnces at wluch oblenergos purchase electrICIty from Energomarket These pnces are based
on how much each oblenergo can pay for electrICIty WIth funds they collect at effectIve retaIl
pnces, and are changed monthly HIgher costs m hryvnya terms also result m lower taxes and
more cash avaIlable
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AppendIx D .. D-4

GeneratIon companIes seem to have an advantage If all theIr receIvables are expressed In
dollar terms and less than 100% of therr costs are tIed to dollar TIns SItuatIon WIll result III a
consIderable mcrease oftheu hryvnya amount ofprofit (and amount of taxes due) WIth
100% payment, the mcrease m profit would Improve theIr finanCIal state and even create
some possIbIlIties for Investment However, WIth the current non-payment SItuatIon the
Increase of the book (and not actually receIved) profit WIll force generatIng compames to pay
more cash as taxes

Profit 5% 10%

Tax (30% ofprofit) 15% 3%

Cash receIvables 45% 45%

Cash after tax 3% 15%

The example Illustrates how doublmg ofprofit results In the percentage ofavaIlable cash
bemg halved Tax ImplIcatIOns for the retml tanff supphers may be the OpposIte III the case of
low cash collectIOns

In the case of the transluon to the lIcense system for retaIl tariffs, the effect of overly low
pnces for reSIdential consumers would be spread over all consumers through the subSIdy
certIficates HIgher profit for generatIon compames and exceSSIvely hIgh pnces for mdustnal
and commercIal consumers can be aVOided by means of the lower bId cap set by NERC

Other factors that may mfluence financial stabIlIty m the case ofgrowmg hryvnyalUSD
exchange rate, are lowenng ofpayment capablhty of mdustnal and reSIdentIal customers, that
may decrease further cash collectIOn rates On the other hand, WIth the hryvnya devalumg
many customers may prefer to pay for electncity m hryvnyas rather than m kmd

We see from the approxImate analySIS that settmg debts and makmg calculatIOns m the MFP
algonthms m dollars would remove some of the consIderable dIsadvantages for generatmg
companIes Havmg a sIgmficant part of retml pnces fixed m hryvnyas does not create
dIsadvantages for Energomarket partICIpants m the current system of pnce regulatIOn or WIth
mtroductIOn of the lIcense based system It IS, however, necessary to develop accurate
procedures for converSIOn of the current debts and amounts due mto relevant currenCIes

OptIOns for a4Justment ofthe current debt amounts because of Hrn/USD exchange rate
Increase

1 StraIghtforward procedure

_______________ HaglerBallly _



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

II 11111111 IllUIlllIlllll1 I11111 1!111111111111111l Ijllllllill 1111111 III 11111 IIlJII111111 II 111111111 1111111111111

The NBU exchange rate Increase from January 1998 to September 199815 (225 - 1 86)/1 86
= 21 %, so hryvnya amounts ofdebts on 9/1/98 are to be Increased by 21 % and then fixed In
US dollars at the 2 25 HrnIUSD rate

2 Month by month amount Increase

January 1, 1998 debt amounts are nommated 10 dollars at 1 86 HrnIUSD rate, and then the
dollar value ofdebt 10crease for each month until September 1, 199815 added at the average
monthly exchange rate, or at the rate on the last day of the month

3 Slgmficant exchange rate mcrease pomts

Dates of sIgmficant (more than two pomts) exchange rate mcrease dates are found between
1/198 and 9/1/98 January 1, 1998 debt amounts are nommated In dollars at 1 86 HrnlUSD
rate, and then the dollar value ofdebt amounts per penods between these dates are added at
the exchange rate at the end of the penod

The last method WIll be more accurate, but It WIll cause more controversy as debt amounts
are not very accurate, due to 15 day cycle of the Market Funds procedure I would
recommend to use the OptIon 2 at the rate on the last day of the month

______________ HaglerBatily _


