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EXECUTIVE SUMMARY

The Scope ofWork for tills project mcludes assistmg m the development and ImplementatIOn
of the Fmancml Recovery Plan (FRP) for the Power Sector of Ukrame Specifically Task IV
B (3) states

'Momtor the Implementation of the Plan, mcludmg finanCial and actIOn
mdlcators, prepare penodlc reports for USAID, the World Bank and the FRC
on the status of Plan implementatIOn and Impact"

The Fmanclal Recovery Plan for the Power Sector of Ukrame (FRP) was approved by the
Cabmet ofM1Olsters ResolutIOn #508 on 18 Apnl1998 Hagler Badly played a key role 10 the
development of the plan Itself and the tools used to momtor progress once the plan was
adopted by the Government of Ukrame The documents were provided and discussed 10
another report provided as a dehverable under Task IV B (1) ofthls Dehvery Order The
purpose of thiS report IS to provide the momtonng reports which Hagler Bailly has been
preparmg monthly smce the FRP was approved

Each month beg10mng m May 1998, Hagler Badly prepared a montWy FRP Momtonng
Report willch contamed the recent status and progress measures for each of the 23 ActIOns
contamed m the FRP and a Key Fmancial Indicators and Benchmarks Table With updates on
performance mdlcators Also mcluded for background mformatlOn were attachments
contatmng government resolutions laws, letters outhmng new procedures and tables
contalmng detaded momtonng 1OformatlOn The report was comptled based on 10put from
many adVisors to the Power Sector ofUkratne and the purpose was to give the reader a
candid assessment of the recent progress (or lack thereof) on each of the 23 ActIOns

By the 25th of each month a draft of the report and attachments was provided to USAID and
the WorId Bank for their comments On the last day of the month a final report was Issued to
USAID, the WorId Bank, other donors, and adVisors Begmnmg With the June report a
Ukratman translatIOn of the report made by the adVisor to the WorId Bank was provided to
the Government of Ukratne

The Attachments contam the May through September FRP Momtormg Reports With all
attachments and tables

-------------- Hagler Batlly --------------
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ApPENDIX A

MAY 1998 FINANCIAL RECOVERY PLAN ACTION

MONITORING REpORT

_______ HdglerBallh _
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CONFIDENTIAL

ActIOns

I ReqUIre that all noncash
financIal settlements, mcludmg
offsets be executed by or on
behalf of, electnclty compames
usmg NEU bank offset
mechalllsm

2 For each generatIon Company,
apply all financial resources
winch remalll avaIlable after
payment of wages repaIrs and
taxes, to cash fuel procurement

3 GeneratIon Compames
conduct all cash purchases of all
types offuel from suppliers based
on competItion

4 IdentifY as of 1 January 1998
accounts payable of electnclty
<;upply and generatll1g compame<;
and provIde tor thIS debt to be
rescheduled for payment over 5
years m accordance WIth the
dTLlIlVL 1,l\v

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 1- MAY 1998

Recent Status / PI ogress Measures

• A draft ResolutIon of the Cabll1et of Mmlsters and NatIOnal Bank of Ukrame was prepared m May to
establish the bank. offset mechalllsm

Jomt Reports rm ActIOns 2 and 3

• MlmmallllformatlOn (25% of amount requested) was provIded by Mmenergo to mOllltor these two actIOns
however other lIlfOrmatlon we have mdlcates that

• No cash was avaIlable at the GENCO level (after payment of wages and tahes) to procure fuel

• No coal was procured on a competItIve tender

• The Cabmet of MInisters Issued Resolution No 582 dated 28 Apnl 1998 whIch rescheduled the generatll1g
compames fuel debts trom I October 1997 to the followlI1g four years (See Attachment M4)

• No advhor clin ently aVaIlable to a:>sl:>t on tlus task

-1-
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CONFIDENTIAL

ActIOns

5 TransIt to market-based retml I +
tanffs accordIng to the Electnclty
Law and the NERC Issued
lIcenses while providIng for a
sIngle tanff for the populatIOn In

the entIre territory of Ukraine I +

+

+

DONOR I ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 1- MAY 1998

Recent Status / Progress Measlll es

The NatIOnal Electnclty Regulatory CommissIOn (NERC) Issued Order No 420 on Apnl 10 1998
Increasmg residentIal electnclty pnces effective May 1 1998 ResIdential electnclty prIces had last changed
January I 1998 The pnce mcreases May I ranged from 22-35% for vanous categones of residentIal
customers See Attachment M5A showing the pnce changes and Attachment M5B a translation ot NCRC
Order No 420

NERC I~sued 01 del No 6S8 on May 22 1998 mcreasIng mdustnal and commercIal electrIcity pnce::,
effectIve June I, 1998 The new pnces are not determmed by the retaIl pncmg formula contamed In the
Regulated Tanff SupplIer lIcenses, but the order dId for the first tIme create voltage class pnCIng as Will be
undertaken under the lIcenses once NERC complIes WIth ArtIcle 5 In full The pnce Increases June I Will
range from 1-9 percent for vanous categones of Industnal and commercIal customers See Attachment
MSC, a table shoWIng the pnce changes and Attachment M5D, a translatIOn ofNERC Order No 658
includIng In UkrainIan, the table of new pnces Issued by the order

FIrst VIce Pnme MInIster Golubchenko on Apnl 28, 1998 sent telegrams to the Heads of vanous Oblast
State AdmInIstratIOns requIflng them to ensure that sales of electnclty to 76 speCIfied enterpnses be made
by partIcular supplIers Each of the 76 lIsted enterpnses IS reqUIred to buy flom speCified supplIers In
speCified proportions Thus, for example the Knvorozhsky metallurgIcal plant must buy 62% of Its
supplIes from the gas supplIer, 33% from the nuclear fuel supplIer and 5% from the reconstructIOn
supplIer The telegrams do not specIfY who these supplIers are but reportedly the three supplIers are
Intergaz Energoatom and Dobrobud The telegrams state that thIS program IS lIltended to ensure suffiCient
fuel and repairs See Attachment M5E a translation of one of the telegrams and ofa table showmg the
enterpme~ and their ~peclfied plll cha~e proportIOns

The CabInet ofMmlsters Issued Resolution No 580 on Apnl 28 1998 ordenng that the Zaponzllla
Alummum Plant be ::,old electnclty at a pnce of I 2 cents/kWh for purchases from Energomarket
apparently mcludmg local dlstnbutlOn costs for five years begInnIng May 1 1998 All payments by the
pldllt [01 deC(IKlty mu~t be III ca~h The lo~~e" from such below-cost ~ales are to be borne by other
cmtomers See Attachment M5F a translatIOn of ResolutIOn No 580

-2-
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CONFIDENTIAL

FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 1 - MAY 1998

DONOR / ADVISOR USE ONL\

ActIOns

6 Oetermme amounts due from
all electrICity suppliers and to all
generators accord109 to the
Wholesale Market Rules
Enforce provIsions for all
payments received by Wholesale
Market Members to be
distrIbuted accordmg to Market
Funds AdminIstratIOn Procedure

Recent Status I Progress MeasUl es

+ PrIces paid to the four thermal generatIOn companies (gencos) SInce AprIl 1 1998 have been determIned
according to the Energomarket rules replacing the earlIer system ofNERC-speclfied ex post wholesale
prIce adjustments NERC Issued Order No 524 dated AprIl 30, 1998 ordellng the NatIOnal Ol:>patch
Center (NDC) to pay the gencos prIces specIfied by the order The prIces specified by the order however
were the prIces determmed by the Energomarket rules Reportedly the sale purpose of ISSUIng thiS order IS
to satisfY the taxatIOn authorIties PrIor to AprIl, NERC Issued a monthly order requlflng that the
generatIng compames be paid prIces unrelated to the prIces determmed by the Energomarh.et rules See
Attachment M6A a translatIOn of a letter from NDC statIng that these AprIl pnces are market-determIned
and In Ukrainian NOC's underlyIng calculatIOns, and Attachment M6B a translatIOn ofNERC Order No
524

~

+ On Mal ch I, 1998, the Market Funds Procedure was changed The prImary changes were to use the debt
owed to each generatIng company and the cash and non-cash payments made to the generatIng company 10

the prIor month, m addition to, as before the amount owed to generatmg compames and oblenergos on the
day of operatIOns to determme the amount of cash to be paid to each entity for the day One benefiCIal
effect of the consideratIOn of the prIor month's payments was to prOVide a diSIncentive mlssmg from the
prIor ver:>lOn of the MFP, to generatmg compames engage m non-cash tl ansactlOns Cash disbursement'>
appear to generally comply with the market funds procedure but no mdependent verIfication IS yet
aVaIlable

-3-
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Actions

7 Draft and submIt for
consIderatIon III Ime wIth the
established procedure law to
cancel pnvdeged electricIty
tanffs based on the occupational
principle and to set and enforce
consumptIOn limits for all
remammg classes ofpnvlleged
customers

8 Oblenergos to promptly
termmate servIce to all defaulters
except as provIded by the Law of
Uk-rame and local
adminIstratIons Interfermg wIth
thIs process are to be prosecuted

+

•

•

DONOR I ADVISOR USE ONL\
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 1 - MAY 1998

Recent Status / Progl ess Measures

ReVISIons to the legal acts dealing wIth pnvlleged tanffs have been drafted by Mmenergo and were
submItted to the Cabmet of MInisters m May

A Cash CollectIons Improvement Conference, JOintly sponsored by Mmenergo and USAID was held on 19
& 20 May and attended by representatIves of the Oblenergos MInister ofEnergy Sheberstov spoke at the
conference and strongly supported the cash collectIOn Improvement pnnclples bemg addres:.ed at the
conference and In the Fmanclal Recovery Plan

On 21 May Mr Sheberstov addressed the Cabinet of MinIsters settmg out the CflSIS situatIOn In the sector
He stressed that the non-payment problem would not be solved by cuttmg off maJor debtors since It IS
"connected With a tense social SItuatIOn" He also stated that at present 18 700 customer~ representIng
1 450 MW capacIty had eIther been dIsconnected or reduced to emergency levels of supply In additIon he
remmded the audIence that many customers are not subject to dIsconnectIOn pursuant to decrees of the
Cabmet ofMlnJ~ters

-4-
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ActIOns

9 LlIllIt ~upply of electnclty to
budget-funded customers to no
more than the actual amount
provided tor m cost estimates for
this purpose

10 Transfer the Market Funds
AdmInIstrator from NDC to a
new NERC-IIcensed
Energomarket EnterprISe

11 Formalize and enforce
compubory u~e of cleanng
accounts for all oblenergm'
receIpts specIfied 111 the
Wholt...'ale Mdfket Fund"
AdlllIn,.,ll ,llion PI oLl~dul L

•

•

+

•

•

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 1 - MAY 1998

Recent Status / Progress Measul es

Lme Item budgetmg was mstltuted eflectlve I January 1998 Electnclty was established as a separate Ime
Item

Protocol DeCISIon # 5 of9 February 1998 addressed the fundmg to pay for fuels by budget orgamzatlons
However thiS resolutIOn has not been Implemented Mr Sheberstov m his 21 May presentation to the
Cabmet of MInisters, stated that MlnIstnes and Departments financed from the State Budget have not
mformed the dependent enterpnses and organIzatIOns of the estimated costs of electnc and heat energy
Shortage of funds for electnclty and heatmg for local budget organIzatIons IS 244 million UAH

On 15 Apnl 1998 Mlnenergo Issued Order N54 (Attachment Ml 0) requtrIng that, Within one month NDC
prepare a plan for creatIOn of Energomarket State Enterpnse

No apparent progress made to date Delays In mobIllzmg an adVisor and resistance from Mmenergo may
delay the completIOn

All oblenergos (excludmg Kiev Gore) have established c1eanng accounts, however there IS a lack of
consistency as to which receIpts are paid mto these accounts Mmenergo has not Issued a c1anfylOg order

-,,-
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FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO I - MAY 1998

DONOR / ADVISOR USE ONLY

u

ActIOns

12 Prepal e proposItIOns to the I +
Rada to renew responsIbIlity for
non-tImely electnclty payments
by budget orgamzatlOns and
resIdentIal customers

13 For all defaulted state and I +
local budget-funded mstltutlOns
and orgamzatlOns Identify and
execute offsets wIth the
electnclty supply compames For
all defaulted state-controlled
enterpnses IdentIfy and execute
offsets wIth the electnclty supply
compames usmg the NBU banl
offset mechamsm

14 For major nonbudget I +
customers who are recelvmg
electnclty :>ervlce IdentIfy
arrears over 3 months and
re ...chedule thUll a... legallv
LlllOl u~,lble IIltLl L:>t bL<lllIlg
~alc<lhlc (kht IIlstflllllcnt~

Recent Status / PI ogress Measures

MlOenergo legal staff IS m the process of draftlOg revIsIons to the legal acts

InformatIOn was not provIded from Mmenergo however, the advisors have contacted MlOenergo to
coordmate assIstance and were told that a work plan IS III preparatIon

Mr Sheberstov m hIS 21 May address to the Cabmet ofMmlsters emphasIzed that, dunng the first four
months of 1998 accounts receIvable from electnc cu"tomers had nsen by 643 7 mIllIon UAH to 3,857
Imllion UAH pllmanly m the housmg 8. public servIce agnculture, and water utilIty sectors

-6-
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CONFIDENTIAL

FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 1 - MAY 1998

DONOR / ADVISOR USE ONLY

ActIOns

15 Estabh~h collection I •
departments wIth lItigatIOn staffs
at all oblenergos to take
vigorous systematic legal actions
In the court against all defaulters

16 Assure financmg to pay I •
budget arrear" for electnclty and
heat wlthm 5 years by means
mcludmg Treasury promissory
note program and promissory
notes oflocal state
admmlstratlOns

17 Transfer to wmners of I •
competitIOns and tenders
management of state owned
blocks of shares III the Electnclty I •
Compames to be privatized
mmg Section 104 of the State
Pnvatizatlon Program provldmg
to! thL contwlmtLlv..t to bL hdd
by Investors

Recent St'ltus / PI ogress Measlll es

Most oblenergos have the reqlllred organizatIOn for systemattc follow-up of debts but they have not been
allowed to employ legal staff to take furthel action Several oblenergos are currently workmg With local
proseclltor offices to take legal action agamst defaulters

The draft of the Supplemental Budget contams 90 mllhon UAH In the second halt of 1998 for arrears to
the electnclty sector The draft of the IMF Extended Funds FaCIlIty requIres 180 ml11l0n UAH to be
Included m the 1999 budget

The clause that the tender wmner Will get the POSSlbl1lty to receIve management nghts over the State share
package has been mcluded m the conditions of the commercial tenders for Kiev, Sumy ChermgIv,
Pnkarpatle Odessa and Kharklv oblenergos

The e\.lstmg form of the management contract used by the State Property fund IS now recognized as
unacceptable by prospectIve bIdders The new draft IS to be developed by the workmg group of
representatIves of the responSible agencies and adVisors

-7-
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CONFIDENTIAL

FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO I - MAY 1998

DONOR / ADVISOR USE ONLY

~
r

Actrons

18 For all Oblenergo~ sell by
open tenders or competition,>
agam~t mvestment commitments
on a schedule specified by the
SPF and MlI1energo at least 25%
of the shares plus one share
provldmg for a POS~lblhty of
transfernng management of state
shares to the wilmer Provide by
the terms of tenders and
competttIOns for an amount not
less than the Imtlal selhng pnce
to go for compames'
development For effiCient sale
of shares divide oblenergos mto
two groups

19 Sell at lea,>t 24% of4 fos ...11
generators agalll~t lIlve...tment
COml11ltments by tenders and
competitIOns ProVide by the
term'> of tender" and
competltlon~ tor an amount not
k ...... than 'i0% ot the 1Ilitiai sellll1g
pnce for compames'
dl \ llopll1l nt

•

•
•
••

Recent Status / PI ogl ess MeasUI es

Attachment M 18 provides information on the Share AllocatIOn Plans (SAP) and sales of stod. of the four
thermal genel atmg compames and the 27 oblenergos In Ukraine The state share was decreased from 'i 1%
to 25% tor 14 of the Oblenergos on 14 Apnl 1998

Negotiations With Credit Anstaldt the adVISor selected over three months ago for Donbassenergo have
not yet led to a signed agreement

Tender for T~entelenergo pnvatlzatlon adVisor has been conducted NegotIations on the term ... of the
contract between the State Property Fund and the tender winner (UBS) are belllg conducted

Tcndu (01 Zakhldenelgo ,... belllg prepared but not yet announced

Attachment M 18 prOVides II1fOrmatlon on the Share Allocatron Plans (SAP) and sales of stock of the four
thermal generatlllg compames and the 27 oblenergo~ In Ukrame

-8-
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CONFIDENTIAL

FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 1 - MAY 1998

DONOR / ADVISOR USE ONLY

G

Actaons Recent Status / Progress Measlll es

20 Review the results of Items + No action reqlllred at this ttme
17- I9 of this Plan's
ImplementatIOn and prepare draft
electrIcity company prIvatizatIOn
plan for 1999 for consideratIon
by CoM

2 I Financial Recovery + The FinancIal Recovery CommissIOn has not met SInce the FInancIal Recovery Plan was Issued However
CommIsSIon ("FRC") to control In a 23 May meeting WIth the World Bank mISSion FIrst Vlce-Pnme Minister Golubchenko agreed to take
ImplementatIOn of the Fmanclal FmancIaI Recovery Plan management under hIS control and to hold weekly meetmgs of the Financial
Recovery Plan and report Recovery CommIssIon
quarterly to the CoM on the + First quarterly report not due until July
process of ItS Implementation

22 Prepare finanCial + Indicators are bemg prepared monthly by World Bank adVIsors, pendmg transfer ofresponslblhty to
performance mdlcators of the Mmenergo The 2 I May 1998 (rev) table IS attached (Attachment M22)
mdustry's financIal recovery
process as set forth In the
AppendiX

-<J-
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FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 1 - MAY 1998

DONOR I ADVISOR USE ONL\

~

ActIOns Recent Status / PlOg. ess MeasU! es

23 Draft appeal to the World • No actIOn necessary at thIs tIme On 20 May, MInIster of Energy Sheberstov agreed wIth the World Bank
Bank to remstate EMDP loan mISSIOn to make a final dtlslOn to remstate or cancel the EMDP loan by 15 August 1998
based on 1I11tlal pel formance of
thIs FmancIaI Recovery Plan
mcludmg a request for
reallocatIOn ofloan proceeds for
acqUIsitIOn of metenng and
commUnIcations technology
requIred to Implement hourly
tanffs and voluntary demand
curtailment

-10-
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UKRAINE POWER SECTOR

FINANCIAL RECOVERY PLAN

KEY FINANCIAL INDICATORS AND BENCHMARKS
May 21 1998 (rev)

ATTACHMENT M22

~

1 Oblenergo eLeclncLlv coUecuar\ rate to tral\stl
accounts excl K1e\fnergo lq of amount billed]

q] q 108 ') 1004 4] , 840 7 9 60 I BB4 100 10~

I I Total
100 100 10' 10' 10' 10 100 IG6

I? Cash 10' 1'6 106 9~ 116 103 104 123 15 16 15 17 18 19 18 '2 25 ]0

lnl!rgo:uom oUe lion r'l1C' ( U ot llHOlllll oIU .... I)

11 T "11 1065 I I KJ 7 ~J9 65 \ 19 I 191 110 100 100 100 10' 10' 10 10 10~ 106 106

21 (.lsh 93 75 7 ' 58 57 79 79 84 15 16 15 17 18 19 18, 5 ]0

3 Four fossil gt:'nc:T3lOfS collection rale [9-0 ot amount

bIlled]
31 Tot.! 87q 11 I 88 61 1183

'Pt
900 lit> I 100 100 100 10' 10'

IOf 10 l 10~I IO~ I
IG6

32 C'lsh 79 87 8 7 56 03 63 7' 15 16 15 17 18 19 18 ]0

4 Retail tanH adherence [actuallanfl 35 C}o ot market 8~ 84 8~ 84 84 84 84 84 84 92 87 9 9 100 95 100 100 100

tanltl __
IJ9975/\IWh I"S] [8] I 8] ["81 ['81 ["SI - [ 81 I 8J

5 Fuel COS[ oJ FOSSil Generators
'7 '7 - 27 '6 '6 25

soldI t
6 After lax profit of 4 fOSSIl genenlors (l997S/qullJ1er 5 , - 10 'of 30t 50 I 50

mlll~nl

,-O~'''''""'.i " ",,.,.."" "'''' m.i,OJr~" --, '" "~ -'"0
14S4

-TO. -"t'~ 1
- -- -~ 1353 --r -f '"'[ I 45 I 144 1040

Obl-;;nergo debt to ~~tgo~rket [da\ s annu'll) ~l"O - 1 0 - - -129 rJ 141 --141 143 ~ ~-121 116 111 10' 9J

9 Enefgomorkel debt to generators [19975 mililanI 1 PI I J38 -I 338 1438 1 416 1 498 1 498 I 463 1442 -- I J9IT r J"9 I 6 I I a

fJ?.!}l1!~rM~~fil~;;~~~)~[,f. r. "-'J '" "' 1<' ~"
~ t;_ .:In Ll.'Jij ~.,. ""'j:"~'~f"

10 Wholesale Purchase Pnce (from Fossil Generators)
(US centslkWh1

-\u Energoatom-~"t~ P~ce [US ~ms.JkWhl-
- -

241--r
4r- ~T 2T -ryr--j- -2l

,,+-
12 Hvdro Sale Pncf (US lcnl5lkWh) 096 096 096 096 IT 96 09 -O~O 096

13 \Vhoh.·sa.tt Pl\Ct (to SUIl) ta'rs) {US 03 93 93 ' 89 B9 "'()(j, - "90 9\

«n<!/kWh]

\4 Average ret.II,anff\US c<m!/kWI} I ]761 J 761 J 161 395I J 95) 3951 '"51 }os

I I I _I

Note 1 he pa\metlls ~o\lecllOtl benchmarks tor Lnugollom are 10 be finalized follo\\ mg I BRD s OperatIon COllllllmlon rev.e" of Ihe proposed I<hmeJl1Ilskv 2 / Rovno 4 nude1r completIOn proJecl
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ATTACHMENT M4

ResolutIOn

of 28 AprIl 1998 No 582

KYIV

On Cm rymg Out Mutual Debt Offsets of Budgetary InstItutIOns and OrgamzatIons, and Enterpnses of the
Energy, G'lS and PublIc Service Sectors for Electricity, Heat, Natural Gas and Services on \\' ater Supply and

Water Discharge

WIth" Ie" to hqmdate the debt of budgetary InstItutIons and orgamzatIOns for electnclt\ and heat the debt of energ\
and pubhc sen Ice enterpnses for the natural gas and the debt of gas sector enterpnses to the budget UMame s CabInet
of Mmlsters Iesolves

The MIlllstrv of Energ'., the State Conumttee for Constructlon Architecture and HOUSIng Pohc" Ukrgas State Jomt
Stock. Holdmg CompanY and Ulrgasprom Jomt Stock Company Jomtl" \vIth the MlnIstn of Fmance Central
Department of the State Treasurv and other central executl\es bodies "hlch have subordmate mstItutlOns and
orgaruzatlOns funded from the state budget, wIthm a month, and wlthm the hrruts of total underpayment (\\Ithollt
accountmg underpavment orvvages and wage charges) shall carry out the debt offset as at October I 1997 of these
mstltutlOns and orgamzations for electnclty and heat, natural gas and ",.ater supp'" and dIscharge sen Ices and the
debt connected mth dIfference m pnces due to the state regulation of natural gas pnces for reSIdential customers to
the account of the debt of the Mmlstry ot Energv and pubhc sen Ice enterpnses to Ulrgas and UMgasprom and
UMgasprom to the budget mcludmg the debt pa"ment for the natural gas supplied from RUSSia m 199.J through
the offset under the relatn e statement

2 Ulrgasprom Jomt Stock Company shall reduce the natural gas debt b\ the amount accumulated as at October I
1997 by the Energ'. Mmlstry enterpnses - Hr128 mdhon public sen Ice enterpnse~ - Hr 18, millIOn and Ulrgas
Hr74 3 rrullIon

The MIDIstn of Energv shall reduce the debt of budgetan InstitutIons and organizatIOns for electnclt\ and heat b\
Hrl28 mdiion mthm the publIc sen Ice sector the debt of budgetan InstItutIons and organizations for heat "vater
supph and dIscharge bv Hrl8'
mllhon the debt of Ukrgas for the natural gas consumed b" these InstItutIOns and organizatIons b\ Hr60 7 mllhon
and the debt connected \\ Ith dIfference m pnces for the natural gas consumed b\ resldentml customers b\ Hr 13 6
1111llion

3 The Mmlstn of Fmance shall reduce the debt of Ukrgasprom Jomt Stod. Compam for thc natural gas supphed from
RUSSIa m 1994 to the state budget b\ Hr3 87 3 millIon

'-I The Mlfilstn of Fmance accordmg to reports on checlv.ng data on the outstandmg debt of budgetan InstItutIOns and
orgamzatlOns e\.ecuted b\ the MInlstrv of Energ'., Ulrgas State Jomt Stock Holdmg Compam Ukrgasprom JSC
the State Comrmttee for ConstructIOn
lrchltecture and Housmg Pohc\ \\Ithm a month shall cam out offsets \\Ithm the mutual debt repa\ment among the
abm e institutIOns and organizatIOns enterpnses of pO\\er natural gas and publIc sen Ice sectors for the electnclt\
heat natural gas and sen Ices m water supply and dIscharge

J The Councd of Mmlsters of the Autonomous Repubhc of Cnmea oblast K\ 1\ and SC\ astopol CIt'> adrmnIstrntlOns
shall appro\ e before Ma\ 15 1998 the 1998 2002 debt repayment schedules for fuels consumed b\ instItutIOns and
organizatIOns funded from local budgets and subSidy compensatIOn to reSIdential customcrs as at October I 1998
\\Ith follomng submISSIon to the MIniStry of Fmance

6 Ulrgas SJSH Compam Ulrgasprom JSC the State Committee for Matenal Resen cs and the ~hmstn of Fmlncc

\1,0
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shall ensure the pm ment under the schedule accordmg to the debt added for 7 5 bJihon cu m of natural gas supphed
from the state resel\ e to meet the needs of reSidentIal publIc sel\ Ice customers and budgetal\ orgamzatlons based on
illrame s COM ResolutIOns No 130 of Februan 20 1996 No 771 (771-96) of December 2 19% and 302 (302-97)
of June 9 1997

7 The First Vice Pnme MInister ofillrame A K Holubcheru..o shall be charged \\lth o\erseemg the enforcement of
thiS ResolutIOn

V Pusto\Oltenhco

Pnme Mmlster of Ukrame

2
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Debt Repayment Schedule
for Natural Gas SupplIed from the State Resel ve

Annex
to ResolutIon of Ukr'1me's Cabmet of MmIsters

of Apn128, 1998 No 582

To be repmd dUrIng

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

Debt as at October
I

1997 1998
1101 ) 200

A Tolstoukho.

MInIster
Cabmet of MmIsters of Ukrame

1999
4125

2000
4124

Hr n11ll1on

2001
766

3
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ATTACHMENT M5A

Jan 1, 1998 May 1, 1998 'X, Increase
Urban customers 90 I I 0 22%

Rural customers 80 100 25%

Customers with electnc stoves 60 80 33%

Urban residential settlements 87 107 23%

Rural reSidentIal settlements 77 97 26%

Residential settlements with electnc 57 77 35%

{
I
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ATTACHMENT M5B

THE NATIONAL ELECTRICITY REGULATOR': COMMISSION OF UKRAINE
RESOLUTION

No 420 of Apnl 10 1998

I
I

On tanffs for electncl1:\ supplIed
to resIdentIal customers and residential settlements

RegIstered \vlth the Mmlst["\ of
La\" on Apnl 15, 1998
RegIstration No 244/268-1-

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

In accordance \\ Ith the Decree of the PresIdent of Ulrame No 213 of March 14 1995 On Measures to Ensure
the Actl\ 11:\ of the National Electnclty RegulntOlY ComIUlssIOn of Ulrame the Electnclt\ La\> of Ulrame the
ResolutIOn of the Cabmet of Mmlsters of Ulrame No 1548 of December 2) 1996 On Determmmg the
Authontles of E\.ecutl\e BodIes and of Loeal Exeeutne BodIes Related to Pnees (Tanffs) RegulatIon and \\Ith
the aim to Implement the ResolutIOn ofthe Cabmet of Mmlsters of Ukrame No 333 of March 17 1998 On
Measures to Reduce Barter Operations In Ulrame s Commodity CIrculatIon (re updatmg electnclt\ tanffs) as
\\ell as \\ Ith the aim to raise profitabI111:\ le\ e1 to replemsh current assets and to gradual!\ update electncI1:\
charges for reSIdentIal sector to the actual costs level the NatIOnal ElcctrlCI1:\ Regulatof\ CommISSIOn (}.ERC)
RESOLVES
I To apprme the tanffs for electnclt\ that IS supplied to reSIdentIal customers and reSIdential settlements

(attached)
2 To appro\ e the Procedure of mtroducmg the tanffs for electrlcI!> supplIed to reSIdential customers and

reSIdential settlements (attached)
3 To establIsh that the present ResolutIon shall become effectne from May I 1998
4 To establIsh that the NERC s ResolutIon No 1133 of December 9 1997 shall become meffectn e
Chairman of the Comrmsslon
Z ButSIO
L Lommon \. %."h.nko \. ERC'Ord." R.'o]ulIon 1'.0 420lMav 6 1998

APPROVED

The ResolutIOn of tile NatIOnal Electnclt\

Regulatorv CommISSIon of Ukrame 1\0 420

of Apnl 10 1998

TARIFFS
for electriCIty supplied to

reSidentIal customers 'lnd reSidentIal settlements

Customers class kop Ilk\Vh

1 ElectriCIty supplied to
I I ReSidential customers 110
I 2 Rural reSidentIal customers 100
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I 3 Households \\Ith clectnc stO\CS electnc heatmg (mel mTaI
households) gO

2 Electllclty supplied to

2 I ResIdential settlements 107

2 2 Rural resldentml settlements 97

2 3 ResIdential settlements \\lth households havmg electrIc stoves
electnc heatmg (mel mral settlements) 77
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Appro,ed
The ResolutIOn of the NatIonal Electrlclt\
Regulato!"\- CommIssIon of UkraIne
No 420 of Apnl 10 1998

The Procedure
for mtroducmg hnffs for electnclty that IS supplied
to IeSIdentwl customers and resIdential settlements

1 ResIdentIal customers

I I Electncltv supph to resIdentIal customers shall be pro" Ided at the tanff of 11 h.op per 1h.Wh

1 2 The tanff mentIOned abo, e shall be paId by reSIdentIal customers \\ hlch use electrlclt\ for, arlous
household needs at apartment houses flats, hostels, for needs of personal plots pm ate gardens nnd
,egetable patches summer cottages for lightIng m garages and bo\.es for pm ate cars and boats lIghtIng In
pamters and sculptors studIOS

I 3Electncltv supply to reSIdentIal customers In mral areas shall be prm Ided at the tnnff of 10 0 h.op per I
h.Wh

14 Electncltv suppl. to reSIdentIal customers .,hlch Ine m apartment houses (mcludmg hostel t\pe lpanment
houses and hostels) ,\hlch are eqlllpped WIth electnc stO\es and electnc heatmg accordIng to the establIshed
order (Includmg customers In rural areas) IS proVIded at the tanff of 8 0 h.op per 1 h.Wh
The tanff of 8 0 kop per I kWh shall not be apphcable to the apartment houses eqUIpped \\ Ith electnc
sto\ cs and electnc heatmg \\Ith \ 101atlOns of the establIshed order

1 5 ElectncItv supph to reSIdential customers II. mg wlthm 30 h.m zone of nuclear plants IS pro'lded at the
tantf of 70 per cents of current tanff for the correspondmg customer class

16 Electncltv supph to agro Industnal comple\. emplo\ees whIch Ine m urban tvpc settlements emplo\ees of
19r1cultural (farmmg) Units radgosps (derzhgosps) collectI' e and other agrIcultural enterpnses \\llIch reSIde
m to\\11S \\Ithm oblast and regIOn admInIstratIOn as ,\ell as to pensIOners "hlch ,\orh.ed In the field of
19r1culture for not less than]) \ ears before retIrement and \\hlch hm e a personal account for
1ccommodatlOn IS proVIded at the tanff of 10 0 h.op per I kWh (e'Xcept the houses eqUIpped \\ [th electnc
sto" es and electnc heatmg) and at the tanff of 8 0 h.op per 1 h.Wh for the households hm mg clectnc sto, es
electnc heatIng

I 7 Electnclt\ pa.ment pmlleges em ISaged for dIfferent cItizen groups b\ contmumg lct,lslatlon are granted
onh at the place of permanent reSIdence
If a customer IS entItled to se\ eraI pnvlleges at the same tIme he shall be t,'Tanted onh one nt Ius chOIce

I Sin case If small busmesses or other enterprises nre founded or rent theIr premlses In d\\ ellmg houses
clectncItv pa\ment shall be made at the tanff of 15 kop per kWh

I 9 If a separate electnclt\ consumptIOn metermg accordmg to hours of da> IS done chaq,es for reSidentIal
customers are quoted as follo\\s

I 9 I Accordmg to t\\o-rate tIme of-da, tanff
o7 of the tantf dunng the penod of minImal sYstem load (from II pm to 7 am)
full tanff dunng other hours of da,

7
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\ 9 2 AccordIng to threc rate time-of daY tanff
of the tanff dunng hours of ma\Jmal s"stem load (from 8 a m to \1 a m and from 8 pm to lOp m )
full tanffdunng half peak penod (from 7 a m to 8 a m from 11 a m to 8 p m from lOp m to II pm)
04 oftanff dunng mght minimal s"stem load (from IIp m to 7 am)

2 ResidentIal settlements

2 I Electncttv supp'" to residential settlements penltentIarv Institutions alcohol pre" entn e c1lmcs and pre tnal
In" estlgatlOn mstItutlons sunmler cottages summer cottage buddmg compames gardeners aSSOCIatIOns
garage bUlldmg compames aparttnent bUlldmg companies youth apartment blocks condon11nlUms house
management organizations and to separate apartment houses (IncludIng hostel t\ pe apartment houses and
hostels) ,,,hlch share one common blllmg meter for electnclty pa,ment to a supplier IS prm Ided at the tanff
of 10 7 kop per I kWh

2 2 Electncltv supply to reSidentIal settlements, penitentiary mstltutlons alcohol pre\ entn e chmcs and pre-trIal
In" estlgatlOn InstitutIOns summer cottages summer cottage bUlldmg compames gardeners aSSOCiations
garage bUlldmg compames apartment bUlldmg compames, youth apartment blocks condomInIUms house
management orgamzatlOns and to separate apartment houses (mcludmg hostel tvpe apartment houses and
hostels) \"I11ch share one common billing meter for electncltv payment to a supplier and \\hlch are situated Il1

rural areas IS pro" Ided at the tanff of 9 7 kop per I rWh

23 Electncltv supply to reSidential settlements pemtentIaI) mstltutlons alcohol pre\entne c1lmcs and pre tnal
11l\ estIgatlOn mstItutlons summer cottages SIlll1mer cottage buIldmg compames gardeners aSSOCiatIOns
garage bUIldmg compames apartment bUlldmg compames youth apartment blocks condomlIuUills house
management orgamzatlOns and to separate apartment houses(IncIudmg hostel type apartment houses and
hostels) which are eqUIpped With electnc stoves electnc heatmg accordmg to the established order and
\\hlch share one common billing meter for electnelty paYment to a supplier IS proVided at the tanff of 77
kWh

2 4 If separate electncltv consumptIon metenng accordmg to hours of day IS done charges for reSidential
settlements are quoted as follows

2 4 I Accordmg to two-rate time of-dav tanff

• 0 7 of the tanff durmg the penod of minimal system load (from I I P m to 7 am)
• full tanff dunng other hours of da"

2 4 2 Accordmg to three rate tIme-of dm tanff

• 0 7 of the tanff durmg hours of ma"Xlmal S\ stem load (from 8 a m to I I a m and from 8 p m to lOp m )
• full tanff dunng half-peak penod (from 7 a m to 8 a m from I I a m to 8 p m from lOp m to 11 pm)
• 0 4 of the tanff durmg night minImal s\stem load (from I I p m to 7 am)

Comment ElectrIcltv used b\ reSidential settlements pemtentlarv mstltutlOns alcohol pre\ entI\ e clInICS and
pre-trwl In" estlgatlOn instItutIons garage buIldmg compames, apartment bUlldmg compames \ outh apartment
blocks condomll1lUms house management orgamzatlons and b\ separate apartment houses (mcludmg hostel
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t\ pc apartmcnt houscs and hostels) for tcchl1lcal purposes ( operation of ele\ ators pumps ctc) and for Itghtmg
\ ards staIrcascs and house number sIgns shall be paid for at the tanff of II 0 kop per I kWh

Electnclh used b\ resldenttal settlements pCllltentlUlY mstitutlOns alcohol pre,entl\ e clllllCS and pre tnal
111\ estlgatlonll1stltutlons garage bLllldmg compames apartment bmldmg compames \ outh apartment blocks
condommlUms house management orgamzatIons and by separate apartment houses (mcIudmg hostel t\ pe
apartment houses and hostels) \\ll1ch are situated In rural areas for techmcal purposes ( operation of ele\ ators
pumps etc) and for hghtmg \ ards statrcases and house number SIgnS shall be patd for at the tanff of 10 0 kop
per I kWh

')
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Customers at 35-154 kV
>=750 Industnal
<750 Industnal
Electnc RaIlway
Electnc Urban Transport
Non-Industnal
Agncultural

Customers at <35 kV
>=750 Industnal
<750 Industnal
E1ectnc Railway
Electnc Urban Transport
Non-Industnal
Agncultural

ATTACHMENT MSC

Largest Smallest Average
Increase Increase Increase

31% 29% 30%
56% 29% 31%
30% 30% 30%
21% 18% 20%
33% 30% 31%
66% 09% 13%

71% 60% 61%
87% 59% 61%
60% 60% 60%
74% 39% 41%
87% 59% 61%
89% 14% 32%

10
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ATTM5D
NATIONAL ENERGY REGULATORY COMJ\.1ISSION OF UKRAINE

RESOLUTION

#658 ofMay 22 1998
Kylv

On Tanffs for Electnclty Supplied by Electnclty Supplymg Compames
of the Mmenergo of Ukrame

In accordance wIth the Law of Ukrame "On Electnclty' and the Uknuman Presidential Decree 335
of Apnl 2 I 1998 "On NERC Related Issues' m the exercise of the Cabmet of Mlmsters of Ukrame
ResolutIOn 580 of Apn128, 1998 "On Settmg Pnvileged Electnclty Tanfffor Zaponzhla AlumInIUm
Plant Open Jomt Stock Company and for the purpose ofcompensatmg for an mcrease In the pnce
of fuel particularly III the natural gas transportatIOn charge, the NatIOnal Energy Regulatory
CommiSSIOn of Ukrame resolves

To set tanffs for electnclty supplied by electnclty supplylllg compames of the Mmenergo of
UkraIne (annexed)

2 This resolutIOn shall become effective from June 1, 1998

3 NERC ResolutIOn 1134 of December 9 1997 "On Tanffs for ElectrICIty SupplIed by ElectrICity
Supplymg Compames of the Mmenergo of UkraIne' shall be regarded as InvalId

Z ButslO
ChaIrman

11



ATT M5E

I
I
I
I To

Government Telegram

o Mlhdelev
Head of Oblast State Admmlsh atIon

I
I
I
I
I
I
I
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I
I

[n \ le\\ to ensure the Ilnplementatlon of the Program on the sector arrangement for the 1999199 fall and \\ ll1ter
perIod replel11shment of the natural gas resen e and coal and furnace mazut used from the state resen e
purchase of fresh nuclear fuel and nuclear waste disposal time'" repairs of mam energ\ eqLllpment at nuclear
thermal 11\drauhc po\\er plants electrIC and heat net\\orks and to enforce the deCISions of the IndustrIal
Managers Meetmg held m K\ 1" on 24th of Apnl 1998 the Cabmet of Mmlsters of Ukrame charges \ ou \\ 11h
ensunng the energ\ supply to enterpnses listed III the Anne'\

Am amendments to the hst of enterpnses shall be made onh, on the agreement \"Ith the Cabmet of Mll11sters of
Ukrame

Electnclty supply operators accordmg to the agreements shall be Identified b\ the State Conumttee on
Matenal Resene and Mmenergo of Ukrame

A Holoubchenko

First Vice PrIme Mmlster of Ukrame

12
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ATTM5F

RESOLUTION

#580 of AprIl 28,1998
Kylv

On SettIng Privileged Electllcltv T'mff for Z'1porIzhm Alummum Plant Open JOint Stock Company

In order to meet the needs of the national economy m alummum foIl and alummum based packmg matenals and
to prO\ Ide finance for branchmg out mto alummum foil manufactunng at the Zaponzhw AlumInum Plant OISC
\\ Ith regard for em lronmental e'l::pendltures
the Cabmet of Mmisters resolves

I The NatIOnal Energv Regulatory Comnussion shall set a tanff of I 2 US cents/kWh for
electnclt\ purchased b\ the Zaponzhw Aluminum Plant OISC dlrecth from the Wholesale Electnclh Market
of Ukrame \\ Ith cash settlement for electnclt\ consumed taJ..mg Into account costs of electnclh transportatIOn
b\ local electrIC net\\ or1..s 0\ er the penod from I Mav 1998 to 1 Ma) 2003

To mdenmIf\ the pO\\er sector for the losses caused by electncIt\ supph to the speCified OISC at a pm Ileged
tanff retad electnclt\ tanffs for customers other than reSIdential consumers shall be adequateh mcreased from
1 Mm 1998

After retml electrIcIt\ tanffs for all customers other than reSIdential consumers ha\ e been adjusted smce 1
Januarv 1999 the le\el of the pnvlleged tanff for the Zaponzhla Aluminum Plant OJSC set forth m thiS
Paragraph shall be taken mto conSideratIon

2 The Mmlstp, of Economv the Antl-Monopol) Committee and the Mmlstf\ for Industnal
Pohc\ shall mtroduce pnce declaration for products of the Zaponzhla Alummum Plant OJSC 0\ er the penod
"hIle the pm deged electncltv tanff IS m force and annuallv appro\ e startmg from 1998 deductIOns from
profit den\ ed from settmg the pm IIeged tanff

The Mmlstf\ for Industnal Pohc\ shall ensure that the speCified OISC uses thiS profit to prO\ Ide finance for
branching out Into aluminum foIl manufacturing ta1..lng mto account envIronmental e'\.pcndltures prmclpal debt
repmment costs costs of sefV1cmg the loan prm Ided bv the Efibanh. Ita!; and pm ment of Insurance premIUm
remainder

3 The State Propem Fund shall, m the course ofpnvatlzatIOn of the Zaponzhla AlumInum Plant
OISC take Into conSideratIon the amount of state assIstance pro\ Ided bv settmg the pm Ilegcd electnclt\ tanff

4 V M Gurelev MinIster tor IndustrIal Pohcy and Z ButslO Chairman of the NatIOnal Energy
Regulatof\ CommISSion of Ukraine shall be responSible for momtonng the ImplementatIon of thiS ResolutIon

V PustO\ oltenh.o
Pnme MInister ofUJ...rame

13



#30-33 /4178 ofMay 1 1998

Re Apnl 1998 Tanffs for Generatmg Comparues

) e,do!'dmOY
3647

The average tanfffor generating compames IS 321 US cents / kWh

1-l

320 US cents / kWh
320 US cents / kWh
320 US cents / kWh
3 22 US cents / kWh
322 US cents / kWh
3 25 US cents / kWh

Donbasenergo
Dmpraenergo
Tsentrenergo
Zahldenergo
Integratsua Closed JSC
Stlral Kontsern

R R Golub
Energomarket Deputy Executive DIrector

Attachment M6A

NATIONAL DISPATCH CENTRE OF UKRAINE

l\ERe IncomlOg # 1136 '0
MlY I I99R
Smgle pa!,e

We are requestmg to approve the Apnl 1998 tanffs for generatmg compames

Z Yu ButslO
ChaIrman
NatIOnal Energy Regulatory CommISSIOn
of Ukrame

The following Apnl 1998 tanffs have been calculated by the NDC of Ukraine In comphance With
the Wholesale E1ectnclty Market Rules takmg mto consIderatIon the $34/MWh
(Apnl 1- 5 1998) and $37/MWh (Aprd 6-30, 1998) bId caps set by the NERC, With the fixed costs
factor of $1 OIMW for generatmg compames and mdependent generators

I
I
I
I
I
I
I
I
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I
I
I
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ATT M6B
NATIONAL ENERGY REGULATORY COMMISSION OF UKRAINE

RESOLUTION

On Approvmg Apnl 1998 Tanffs for Generatmg Compames

#524 of Apn130, 1998
Kiev

3 To establish that the wholesale market price IS set takmg account of the value of the tariffs
speCified m Paragraphs 1 and 2 of thiS ResolutIon

IJ

325 US cents! kWh
322 US cents! kWh

3 20 US cents! kWh
320 US cents! kWh
3 22 US cents! kWh
3 20 US cents! kWh

Kontsern Stlrol Open JSC
Integratslla Closed JSC

Donbasenergo SJSGC
Dmproenergo SJSGC
Zahldenergo SJSGC
Tsentrenergo SJSGC

To approve Apnl 1998 tanffs for electnclty sold to the Wholesale Electnclty Market \vhlch
have been calculated by the NDC ofUkrame m compllance With the Wholesale Electnclty
Market Rules takmg mto conSideration avaIlabilIty pnce, for the followmg state Jomt stoch.
generatmg compames (SJSGC)

2 To approve I\pnl 1998 tariffs for electricity sold to the Wholesale ElectrIcity Market \" hlch
have been calculated by the NDC of Ukrame m comphance WIth the Wholesale ElectrIcity
l\larket Rules taklOg IOto consideratIOn availabilIty pnce, for the followmg blocks leased from
SJSGCs

o Grydasov
CommiSSIoner

In accordance with Decree of the President of Ukrame #213 of March 14 1995 On Steps to Be
Taken to Ensure NatIOnal Energy Regulatory Commission of Ukrame OperatIOns and the
provIsions set forth m the Wholesale Electnclty Market Members Agreement the NatIOnal Energy
Regulatory CommiSSIOn of Ukrame resolves

I
I
I
I
I
I
I
I
I
I
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I
I
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ATTACHMENTMIO
Ministry of Power of Ukraine

Order

I
o-t. b 98

I
On the CreatIOn of the State Enterpnse
NatIOnal ElectncIh- Company Ulrenergo

I
I

SeekIng to unprm e management of the Integrated Power System of UMame pre\ ent paralIehsm of Its operation
pro\ Ide for a more effectl\ e use of the state assets staff potentIal and financIal resources as IS set forth m the La>'
ofUkrarne On the Enterpnses rn Ukrame the Decree of the Cabmet of Mmlsters of Ulrmne On the State O\med
Assets Management' I ORDER

I
I To create on the basIs of the State Enterpnse NatIOnal Electnclt\ Dispatch Center of Ulrmne (1'; DC of
Ukrarne) the State Enterpnse NatIOnal Electnclt\ Compan" UMenergo (NEC Ulrenergo) at the address 2..,2032
2) Kommtema Street Kle\

I
I
I

2 To reorgamze the State Enterpnse State Electnclt\ Company UMelectroperedacha (SEC
Ukrelectroperedacha) b" mergmg >"Ith NEC UMenergo Iea\mg the functIOns of technological control of the IES
of Ukrame use of high \ oltage electncltv net\vorks and the operatIOn of the Wholesale ElectnCIt\ Market of
Ukrame

3 To consider NEC Ukrenergo a successor of the assets nghts and lIabilities of the NDC 0 f UMame and SEC
Ukrelectroperedacha

To nommate Korsunenko V I an actmg director of the NEC UMenergo

., Actmg director of NEC Ulrenergo Korsunenko

5 3 Wlthm a t\\o-month time to prepare and submIt after structure appro, al the calculatIons of
the norms for the number oft he enterpnse s staff

) 4 To bnng the number of the enterprIse s management mto comphanCe\\lththeappro\edstrueture
DIscharge the emplm,ees accordmg to the procedure stipulated m the effectl\e Lim of LJkrame On
SOCIal ProtectIOn

) I Jomtl\ With the management staff of the NDC of Ukrame and SEC Ukrelectroperedacha.
\\lthm a month time to prepare and submIt to Mmenergo for consideratIOn a draft of the orgamzatlonal

structure and proposals as to the number of the employees of NEC Ukrcnergo

theivItnenergo52 Wlthm a t\\o-month time to prepare and submIt to
acceptance act of the assets and transfer balance as of 0 I 0 I 98

I
I

I

I
I

I
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I
I ,) ,) Wlthm a t\\o-month tIme to concur the Charter ofNEC Ukrenergo 111 accordance \\ Ith the

procedure established b\ the UkrainIan legIslatIOn and ensure Its regIstratIon b\ the State bodIes

I 5 () To locate management staff of the nev,.", created state
27 Kom1Otema Street and No 31/32 Smolens1..a\a Street

enterpnse mthe blllldmgs Nos 2) and

I
I
I
I
I
I
I

(j V I Korslmen1..o Actmg Dlfector of Ukrenergo NEC together \\ Ith dIrectors of state e1ectncll\ Jo1Ot stock
compa11les to appro\ C \V1thm t\\O months a dlstnbutlOn pattern for O\\TImg eqlllpmcnt apparatus and techl1lcal
control means

7 V A Darchuk Depul\ Muustcr and dIrectors ofstate electnclt\ JOll1t stock compal1lcs to complete \\ Ithm
a month transfer of fi"ed assets matenals and spare parts (all operable) reqUIred for operatmg mam electnc gnds
to the ne\\I\ created Ulrenergo NEC pursuant to the Mmenergo Order No 23 of I October 1997 "On CreatIOn of
On ISlons to Operate Mam Electnc Gnds"

8 V A Lucluu.1..ov Frrst Deputy Muuster V 0 Bondarenho Deput\ Mmlster and 0 T Gutare'lch Depul\
Drrector ofNDC to prepare \\ Ithll1 a month and submIt proposals on a status of the orgalllzatlOnal structure and
sources to finance the GO\emmental InspectIOn Agenc\ to SUpef\ISe operatIon ofpO\\er plants and gnds

9 V A Darchuk DepUl\ Muuster V D Bondarenko, Deputv Muuster and 1M TUf\ ansl..., Deput\ DIrector
ofNDC to prepare \\Ithm a month and submIt proposals on a status of the orgalllzatlOnal structure and sources
to fmance the GO\el1ll1lental InspectIon Agenc\ to supervIse the condItIOns of electnc and heat energ> consumptIOn

10 V D Bondarenl...o Deput\ Muuster and V I Korsunenho Actmg Dtrector of Ulrenergo NEC to prepare
\\ lthm a month proposals on creatIon of the Energomarket State Enterpnse

II Personnel Labor and SOCIal Pohc) Department (MamchIY) and V I Korsunenko Actmg DIrector of
Ukrenergo NEC to ldentd\ salarIes and wages to personnel of Ulrenergo NEC and Its subsldlanes 10 amounts not
10\\er than those earned pnor to the merger of the enterpnses CIted III Items I and 2 of thIS Order

12 V D Bondarenko Deputv Muuster together wIth the NatIOnal ElectncIt\ RegulatIOn CommISSion and the
Market Board to arrange \\Ithm a month financmg of Ukrenergo NEC \\Ith bankmg funds and other l\pes of
settlements m amounts reqUIred for mam electnc gnds to functIOn rehabh as a baSIS for the mtegnt\ of the
Ukratman Integrated Electnc Net\\or1..

I
I 13 I am hereb" lea\ 10g control 0" er e'(ecutlOn of thIS Order to m\ self

I
I
I
I
I
I

A N Shebersto\
MInIster
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I
I Ukrainian Power Industry (Energos) SAP and Sales

ATTACHMENT M18

I Enterprise

SAP

Statutory
Fund
(UAHI

Sold

Preferential
Sale %

SAP Sold'

Aucllons%

PPC CC
SAP Sold

Tenders %

SAP Sold

Stock
Exchanges%

SAP Sold

Other State
% %

SAP Sold

Total (without
State %1

SAP SAP

5100 4900'/ 2500/

51 00 49 00'1 25 00/

51 00 4900/ 2500/

51 00 49 00/ 25 00/

2500 7500/ 3635/

5100 49001 2218/

51 00 4900/ 2660/

51 00 4900/ 21 57/

000/

51 00 49 00 / 20 78%

5100 4900/ 2899/

5100 4900/ 4896/

5100 4900/ 2397/

5100 49001 2897/,

5100 4900/ 4900/

5100 49001 2565/,

5100 49001 2088/

5100 4900/ 3700/

2500 7500/ 2347/

2500 7500/ 3245/

2500 75001 3196/

25 00 75 00'/ 23 76/

25 00 75 00'/ 22 01 /

25 00 75 00'1 28 70/

25 00 7500 I 3247/

2500 7500/ 3619/

25 00 15 00'/ 29 68/

25 00 15 00/ 32 65/

2500 7500/ 2320/

25 00 75 00'/ 20 75/

2500 7500'1 2415/

14811100/ 000/

14 32 9 00 I a 00 /

17 35 10 00 / 000 /

15 80 a 00 / a 00 /

1925 000/ 000/

1485 000/ 000/

3500 000/

4000 000/

3500000/

3600 000/

3500 0 00/

3600 000/

24 00 a 00% 0 00% a 00% 0 00%

24 DO 0 00% 0 00 I, 0 00 /. 0 00%

2400 0 00 / 0 00/ 0 00/ 0 00/

2400 000 / 0 00/ 000 / 0 00/

3000 000/ 1123 258/ 000/

10 00 0 00/ 11 82 0 00'/ 0 00/

800/000/940/000/ 000'/

10 00 0 00/ 12 00 0 00'/ 0 00 /

000/ 000'/

2000 000/ 4381 230% 000/,

20 00 0 00/ 4 00/ 4 00'/ 0 00'/

20 00 20 00/ 4 00 I 4 00% 0 00/

25 00 0 00 /, 4 00 / 4 00'/ a 00 10

2000 000/ 400/ 400/ 0 00/

20 00 20 00/ 4 52/ 4 52'/ a 00/

20 00 a 00 / 4 00 I a 72/ a 00 /

20 00 a 00/ 10 00 1 931 a 00/

24 00 12 00'/ a 00 I, 0 00 I a 00'/

3500 000/ 1653 000/ 000/

36 00 0 00/ 18 55 12 00 / 0 00 /

3600 0 00/ 1546 842/ 000/,

35 00 000/, 1624 000 / 000/

35 00 0 00/ 17 99 0 00 / 0 00/

3500 000/ 1848718/ 000/

3500000/ 1661914/ 000/

000'/

000/,

000/

000/

000/

000/

000/

000/

15272040 1648 1648'/ 800% 8000/ 0 00'/

23863800 18131813'/ 387/ 387/ 3000/ 293/

31150810 12851285/, 615/, 611/, 000/

20389165 20852085/ 414/ 414/, 000/

29829506 1694 169410 654'/ 654/ ODD/

14195170 1498149810 547/ 547% 000/

61696469 1654 185410 5 00/, 5 00% 000/,

64 135 190 2079 2079/ 296/ 296/ 000/

23743760 16531653/ 548/ 548/ 000/

43241880 18521852/ 300/ 3 00/ 000/

52030730 19331933/, 400/, 400/, 000/,

48493080 1714 1714/ 805/ 8 050/ DOD/

39 660 000 14 23 14 23/ 6 45 / 6 45/ a 00 /

52123890 11241724/ 541/ 541/ 000/

55240000 16401640/ 680/ 680/ 000/

25908875 1563 1563/ 512/ 512/ 000'/

44281374 153715370/ 877/, 877'/ 000/,

44 840 000 2151 2157/ 543/

20827420

31098333 18481848/ 614/ 000/,

33 637 840 20 27 20 27'/ 4 73 / 4 72/ 0 00 /

29 844 000 22 55 22 55% 2 450/ 242'/ 0 00'/

52043780 13001300/ 361% 367/ 333/ 330/

6722400 2331 2331% 169/ 166/ 000/

98 099 950 25 00 25 00'/ 0 00%

236443 010 2500 2500% 000%

92351 777 25 00 2500'/ 000'/

127905410 25002500/ 000/

27 091 070 33 77 33 71/ 0 00/

59916110 22182218/ 500/

30 973 660 26 60 26 60/ 5 00'/

1 EGC Omproenergo

2 EGC Oonbasenergo

3 EGC Centrenergo

4 eGC Zakh.denergo

5 EDC KylVenergo

6 eDC Dn,prooblenergo

7 eDC Vinnytsaoblenergo

8 EDC Zaponz.eobienergo

9 eDC R,vneoblenergo

10 eoc Cherkassyoblenergo

11 EOC Khmelnytskoblenergo

12 EOC Klrovogradoblenergo

13 eDC Kylvoblenergo

14 EOC Sevastopolm.skenergo

15 EDC Ternop,loblenergo

16 EDC Volynoblenergo

17 EDC Zakarpattyaoblenergo

18 EDC Zhytomyroblenergo

19 EDC Chermg.vobienergo

20 EDC Chermvtsloblenergo

21 EDC Donetskoblenergo

22 EDC KharklVoblenergo

23 EDC Khersonoblenergo

24 EDC Knmenergo

25 EDC Luganskoblenergo

26 EDC LVlVoblenergo

27 EDC Mykola,voblenergo

28 EDC Odessaoblenergo

29 EOC Poltavaoblenergo

30 EDC Prykarpattyaoblenergo

31 EDC Sumyoblenergo

I

I
I
I

I
I

I
I

I
I

I
I
I Prepared by USAID/Pnce Waterhouse

Preferential sale suppoused to be sold
052598
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CONFIDENTIAL

ActIOns

1 ReqUIre that all noncash
fmanclal settlements
mcludmg offsets be executed
by, or on behalf of
electrIcity compames uSl11g
NBU bank. ottset mechal1lsm

2 For each generatIon
Company, apply all fmanclal
resources which remain
avaIlable after payment of
wages, repaIrs and taxes, to
cash fuel procurement

3 GeneratIOn CompanIes
conduct all cash purchases of
all types of fuel from
suppliers based on
competition

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status I Pr02ress measures

• The Mmlstry of FInance produced a 4 June revIsed draft CabInet of M1I11sters resolutIon settll1g out the
proposed NBU bank offset mecha11lsm It IS now be111g consIdered for slgnmg

Jomt Report fm ActIOns 2 and 3

• Information was proVIded by Mlnenergo and the fossIl generatIng compal1les for the tlrst tIIne In order to

mOllltor tl1lS actIon, however only 90% of the mformatIon requested was provided A slgmflcant Item
mIssIng IS the fuel procurement mformatIon from Energoatom

• For the Genco thermal power statIOns In the month of May, only 2 I mIllIon UAH In cash was used tor fuel
procurement representing only 0 5 % of the total of 390 6 rmllIon UAH as shown m Attachment 12

• No fuel was procured on a competitive tender

3 July 1998
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CONFIDENTIAL DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

\J
0"

ActIOns Recent Status! Progress measures

4 Identify as of 1 January • As reported m May, the Cabmet of MInisters Issued Resolution No 582 dated 28 Apnl 1998 which
1998 accounts payable of rescheduled the generatmg compal1les fuel debts from 1 October 1997 to the following four years
electnclty supply and
generatmg compames and • No advisor currently available to assIst on tl1lS task
provide for tillS debt to be
rescheduled for payment over

2

3 July 1998
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CONFIDENTIAL

ActIOns

5 Transit to market-based
retail tanfts accordlllg to the
Electnclty Law and the
NERC Issued licenses, while
provldmg for a smgle tanff
for the populatIon 111 the
entIre terrItory of Uk.rame

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status / Progl ess measures

+ NERC 1ssued Order Nos 701 and 703 (Attachments J5A and J5B) on May 28 to 1mplement the
subsldy certlflcate program Subs1dy certlf1cates are avallable for oblenergos to
compensate them for losses from selllng electrlclty at less than cost to res1dentlal
customers to pr1v1leged resldent1al customers (but only that portlon that lS not
supposed to be funded by state or local budgets) and to agrlcultural customers An
oblenergo should calculate ltS losses for the prlor month SUbm1t the calculat10n to
NERC for approval and upon approval submlt the calculated amount to Energomarket for
compensatlon over the next 30 days NERC 1ssued Order No 737 (Attachment J5C) on June 3
requlrlng that the Energomarket System Settlement Admln1strator add 51m1ll1on Hryvnas ln
June as a SUbSldy certlflcate amount to use 1n calculatlng the wholesale market prlce
The SUbS1dy certlflcate regulat10ns rely on oblenergo f1llngs to determ1ne the SUbS1dy
certlflcate amounts Oblenergos had not yet made f1llngs pursuant to those regulat10ns
but oblenergos earller had provlded NERC wlth lnformat1on on thelr SUbSldy needs ThlS
order therefore was not strlctly In compllance wlth the subs1dy certlflcate regulatlons

• As 1eported 1n the May FRP report the Cablnet of Mlnlsters lssued Resolutlon No 580 on
Aprll 28 order1ng that the Zaporlzh1a Alumlnum Plant be sold electr1clty at a pr1ce of
1 2 cents/kWh for purchases from Energomarket for flve years beg1nn1ng May 1 All
payments by the plant for electr1clty at thlS pr1ce must be ln cash At the June 9
Energomarket Board meet1ng NDC reported that the plant had not yet purchased any
electrlc1ty under th1S order but 1nstead contlnues to buy electrlclty from some other
source (she dld not state whether ltS purchases are from Zaporlzh1a Oblenergo or from an
Independent Electrlc1ty Suppl1er)

• Oil MIV 28 NrR( I c,lIf'd Olller No 707 (AttAchment J5D) order1ng that the Market runds
Procedure (MFP) be changed to decrease the debt owed to Energoatom by 120 m1lllon Hryvna
and to set the debt owed to the Fund for the Creat10n of the Nat10nal Nuclear Fuel Cycle

3
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CONFIDENTIAL

ActIons
6 Determine amounts due
trom all electricity suppliers
and to all generators
according to the Wholesale
Market Rules Entorce
provIsions for all payments
received by Wholesale
Market Members to be
distrIbuted according to
Market Funds Administration
Procedure

7 Draft and submit for
conSideration In Ime With the
established procedure law to
cancel prIvileged electricity
tariffs based on the
occupational principle and to
set and entorce consumption
IlInIts for all remall1l11g
classes ot privileged
LU,>[UIllt.r,>

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status / Pro2ress measures

• PrIces paid to the four thermal generation compal1les (gencos) Since April 1, 1998 have been determined
accordll1g to the Energomarket rules NERC Issued Order No 708 dated June 2, 1998 ordering the
National Dispatch Center (NDC) to pay the gencos and two lessees ot genco blocks prtces specified by the
order The prices specified by the order however were the pflces determll1ed by the Energomarket rules
Reportedl y, the sole purpose of IssUIng tillS order IS to satisfy the taxation authOrIties See Attachment J6A
a translation ot a letter from NDC stating that these May prIces are market-determined and Attachment
J68, a translation of NERC Order No 708

• As reported In May, the MInIstry of Energy of Ukrame drafted and submitted to the Cabmet at Ministers
for approval a draft law to cancel prIVileged tarIffs based on occupatIOn There are 11 laws coverIng the
varIOUS occupations

• In June, the dratt was approved by the Cabmet ot Ministers and transterred to the Verkhovna Rada The
draft law has been IIlcluded 111 the current session of the Verkhovna Rada

4

3 July 1998
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CONFIDENTIAL

ActIons

8 Oblenergos to promptly I •
termlllate service to all
defaulters except as provIded
by the Law of Ukrame and
local admlllistrations
mterterlllg wIth this process

9 Limit supply of electrIcity I.
to budget-funded customers
to no more than the actual
amount proVIded for m cost
estimates for thIS purpose I •

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status I Progress measures

InformatIOn concernIng non-residential debtors 111 default, by oblenergo was received for the first tIme
from the MIl1Istry of Energy As shown 111 Attachment 18, the number of debtors 111 default but not
disconnected (38 363) has grown by 3% smce the begmnll1g of the year and the debt level grew by 19 %
m that same perIod to 2 2 bIllIon UAH The number of debtors disconnected as of the end of May
(18 460) represents approximately 1/3 of total debtors and the aSSOCiated dcbt level ot 774 mrllJon UAH
IS approximately 1/4 ot the total

Lme Item budgetll1g was mstltuted effective I lanuary 1998 for the NatIOnal Budget and electriCity was
establIshed as a separate Ime Item The AdVIsor IS workmg with Mmenergo to Identify the electriCity
amount 111 the budgets of the budget tunded orgamzatlOns so thIS action can be more precisely mOl1ltored

Although mtormatIon was not aVaIlable concernIng speCifiC budget customers, Mmenergo proVided
IIltormatlon on the debt from the National Budget customers to each Oblenergo Attachment J9A shows
the debt level at the beglllnll1g of the year (80 mIllIon UAH), at May I (III millIon UAH) and at June I
(117 mIllIon UAH) Debt of the NatIonal Budget customers, therefore grew by 5 % In May and by
46 %smce the beglllnll1g of the year

+ Debt trom Local Budget customers has also been growlllg but at a slower pace than at the NatIonal
level Attachment 19B shows debt levels at January 1 (81 mrillon UAH) May I (88 mIllIon UAH) and
June I (91 millIon UAH) Local Budget customer debt to the oblenergos, theretore grew by 3 % m
Mav and 13 % sll1ce the beglllnlllg of the year

5

3 luly 1998
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CONFIDEN rIAL

ActIOns

10 Transter the Market I •
Funds Admll1lstrator from
NDC to a new
NERC-lIcensed Energomarket I •
EnterprIse

11 FormalIze and enforce I •
compulsory use of c1earmg
accounts for all Oblenergos'
receipts specified 111 the
Wholesale Market Funds
AdmIllIstratlon Procedure

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status / Progress measures

As reported In Mayan 15 Apnl 1998 MlI1energo Issued an order reqUlnng that wlthm one month,
NDC prepare a plan for creatIOn of Energomarket State Enterpnse

No apparent progress has been made to date Delays m mobJlIzmg an advIsor and resIstance from
Mlllenergo may delay the completion

OnIune 5 The Cab met ot M1I11sters Issued ResolutIOn 811 (Attachment ll1A) which formalIzes the use
of cleanng accounts and reqUires all retaIl electrICity payments to be made to oblenergo clearIng
accounts By 1I1terence, It does not reqUire transit fees, penalty payments, or reactIve power payments to
go through the transit accounts TIllS Resolution also legalIzes the eXisting transit account procedure
PrevIOusly, the eXIstmg 1I1structlons on transit accounts Said to follow Mmenergo rules 111 allocating cash
so that, legally, the MFP was m violation of the mstructlons Another aspect IS that It speCifIes that only
market members and M1I1energo may get cash from the market account ThIS may be negative by
formallz1l1g a Mmenergo nght to receive cash but also positive by makmg Illegal dIverSions of cash to
say, coal compallles

• Attachment 111 B displays the cash m the Market Funds Procedure by supplier as reported by NDC
Cash collectIons were 71 6 mIllion UAH 111 May compared to 80 7 mIllion UAH In January The drop
IS due to seasonal tactors smce May sales were 15 % lower than January Cash collectIons as a percent
at sales has slightly unproved from 12 2 % of sales 111 January to 12 7 % 111 May

+ OnIune 13, the Cabmet of Mmlsters Issued ResolutIon No 860 (Attachment 1I1C) orderIng the
MInistry ot rmance to pay a portion ot the debt of local budget orgal1lzatIons tor electnclty and heat
However the tunds are to be prOVided dIrectly to MlI1energo and then by Mmenergo to tuel supplIers
hYP.\~C;IIlg t1K. MfP

6
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CONFIDENTIAL

ActIons

12 Prepare propositions to I +
the Rada to renew
responsibility for non-timely
electnclty payments by
budget organIzations and I •
residential customers

13 For all defaulted state and I •
local budget-funded
lI1stltutions and orgamzatlOns
Identify and execute offsets
with the electriCity supply
compaDles For all defaulted
state-controlled enterprIses
Identify and execute offsets
with the electrICity supply
compames usmg the NBU
bank ottset mechalllsm

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status / Pro~ress measures

Mmenergo has performed an analysIs of the legislative acts regulatmg fmes for nonpayment of
electnclty Today there are no limitations for IInposltlon of fmes from budget-flllanced lDstltutlons It
such provIsion IS IIlcluded Into the contract between a supplier and a consumer

Cancellation of the procedure tor Imposition on fmes from IIldlvlduals will be difficult because It IS

regulated by PreSidential Decree In the case of nonpayment of wages to the mdlvldual, a [me would be
prohIbited Timely payment of wages IS a key problem III Ukrallle

The AdVisor IS workll1g closely with MlI1energo to coordll1ate assistance and obtam monltorll1g
II1formatlon

7
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CONFIDENTIAL

ACtlOl1~

14 For major nonbudget I +
customers who are recelvmg
electnclty serVice, Identity
arrears over 3 months and
reschedule them as legally
enforceable mterest bearIng, I +
saleable debt mstruments

15 Estabilsh collection I •
departments wIth litigatIon
staffs at all oblenergos to take
vIgorous systematIc legal I +
actIOns In the court aga\l1st all
defaulters

16 Assure fll1ancll1g to pay I +
budget arrears tor electnclty
and heat Wltllll1 5 years by
means mel ud \l1g Treasury
prOlTIlssory note program and
protlllSsory notLs ot IOl,1I
state admllllstratlons

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status / Progress measures

Nonbudget-tunded customer debt has Increased from 2 9 bllilon UAH at the beglllnmg of the year to 3 5
bIllIon UAH at June I Attachment J14A shows the debt owed to each oblenergo by ItS nonbudget
funded customers whIch for the entire sector, grew by 1% 111 May and 20% 111 the fIrst 5 months ot
1998

Mmenergo provided detaIled II1formatlon on the larger IndIvIdual customer debts as of 18 June 1998
TI1lS mtormatlon shown m Attachment 114B IS the fIrst data provIded, therefore It wIll form the baSIS
tor meaSUrIn.Q; pro,gress m the future

As reported m May, most oblenergos have the reqUIred orgal1lzatlon for systematIc follow-up of debts
and several are currently workIng WIth local prosecutor offIces to take legal actIon agall1st defaulters

Some oblenergos are consIderIng the addItIon of legal staff to theIr collectIOn teams

Under the draft of the IMF extended Fund FaCIlIty, the Supplemental Budget IS to contam 90 millIon
UAH m the second hal f of 1998 for budget arrears to the electriCity sector For the 1999 budget the
reqUired amount IS 180 ITIllhon UAH

8
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-------------------
CONFIDENTIAL DONOR / ADVISOR USE ONLY

FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 2 - JUNE 1998

ActIOns Recent Status / Progress measures

17 Transfer to WInners ot • The clause that the tender WInner wIll get the possIbIlity to receIve Management rIght over the state
competItions and tenders share package IS beIng II1cluded 111 the conditIons of all announced tenders SlI1ce last report the
management ot state owned followlI1g commercial tenders have been announced Cherl1lvtsloblenergo Luganskoblenergo
blocks of shares 111 the LVlvoblenergo Mykolalvoblenergo and Poltavaoblenergo
ElectrICIty Companies to be
prIvatized uSlI1g SectIon 104 • See Action 18 for II1tormatIon concernIng the suspensIOn of oblenergo tenders The suspensIOn does not
of the State PrIVatIzation apply to the above mentIoned commercial tenders whIch have been announced
Program, provldmg for the
control mterest to be held by
mvestors

9
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CONFIDENTIAL

ActIOns

18 For all Oblenergos, sell I.
by open tenders or
competitIOns agamst
mvestment commItments on a
schedule specltled by the SPF
and Mmenergo, at least 25 %
ot the shares plus one share,
provldmg for a POSSibilIty ot
transferrmg management at
state shares to the wilmer
Provide by the terms of
tenders and competitions for I.
an amount not less than the
1l1ltlal sellll1g pnce to go for
compal1les' development
For etfIclent sale of shares, I.
divide oblenergos mto two
groups

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status / PI ogress measures

Mmlster at Energy Sherberstov sent a letter to Mr Kryukov Actmg State Property Fund Chairman
proposing a temporary halt 111 Oblenergo Tenders (Attachment 1l8A) ThiS letter led to the Pmne
MUllster=s temporary halting of Oblenergo tenders On the positive side, It clearly sets forth concerns
expressed by potential foreign mvestors m Oblenergo tenders (and donors) and attempts to address their
concerns The Mll1lster I s recommendations as to what needs to be done to Improve conditions under
which tenders are conducted are recommendations which should have been addressed one year ago
before Oblenergo tenders were Il1ltIated On the negative side, the recommendations may be outSide the
competency of Mll1energo, the State Property Fund, and the Cabmet of Mmlsters and therefore, the
Issues may never be addressed The letter also does not address the Issue bell1g presented by
mternatlonal Il1vestors that they want 51 % share packages

In June the CherIllglYoblenergo Sumyoblenergo, and Prykarpattyoblenergo tenders were successful
while the Kharklvoblenergo and KylYoblenergo tenders failed The wmners were announced after the
Prune MlI1lster's order haltmg the oblenergo tenders

Attachment J 188 proVides ll1fOrmatiOIl on the Share Allocation Plans (SAP) and sales ot stock ot the
tour thermal generatll1g compallles and the 27 oblenergos m Ukrallle There are no SignIfIcant changes
trom last month I s report Sll1ce the successful tenders mentIoned above have not yet been retlected
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CONFIDENTIAL

ActlOn~

19 Sell at least 24% ot 4 I •
tossIl generators agamst
Investment commitments by
tenders and competItions
ProvIde by the terms ot
tenders and competItIons tor
an amount not less than 50 % I.
of the lIutlal sellmg price tor
companies I development

DONOR / ADVISOR USE ONLY
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 2 - JUNE 1998

Recent Status / PI ogress measures

The State Property Fund (SPF) has tmally adopted the (donor/consultant/SPF Jomtly drafted) tender tor
mternatlonal adVIsor and internatIonal tender regulations to replace the flawed December 1997
regulatIons under whIch the Donbasenergo and Tsenterenergo adVIsor tenders were conducted The new
adVISor regulations ehmmate the bridge" tmancmg reqUirement They must now be agreed to by the
Cab met of Mmlsters and regIstered by the MinIstry of JustIce

The new adVisor regulations may ehmmate the disputes on the conditIons ot the pledge / guarantee that
Credit Anstaldt Bank (Dombasenergo) and Union Bank of SWItzerland (Tsenterenergo) have with the
Mlllistry of Fmance

• Attachment 118B proVIdes mformatlon on the Share AllocatIOn Plans (SAP) and sales of stock. of the
four thermal generatmg compallles

'\

20 ReVIew the results of
Items 17-19 ot tIllS Plan's
Implementation and prepare
dratt electriCity company
privatization plan tor 1999
tor conSideratIon bv CoM

• No action expected until September

II

3 July 1998
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CONFIDENTIAL DONOR I ADVISOR USE ONLY

FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 2 - JUNE 1998

ActIOns Recent Status / Progress measures

21 FinancIal Recovery • In late May Vice PrIlne MInister Tlgypko ordered each responsible agency to (1) assign specific
Commission ("FRC") to managers tor each relevant action (2) provide weekly WrItten reports on progress, and (3) cooperate
control Implementation of the with assigned consultants The responsible agencies are now asslgl1lng staff through their own II1ternal
Fmanclal Recovery Plan and orders, MlI1energo=s staff1l1g order was Issued 29 May
report quarterly to the CoM
on the process of ItS • First Vlce-Pnme Minister Golubchenko ordered all responsible agencies to meet weekly to discuss
Implementation progress The fIrSt such meet1l1g took place on Saturday, 20 June

22 Prepare f1l1anclal • See Attachment 122 which contams the indicators updated through May
performance 1I1d Icators ot the
mdustry's fll1ancJaI recovery
process as set forth 111 the
Aooendlx

12
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CONFIDENTIAL DONOR / ADVISOR USE ONLY

FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 2 - JUNE 1998

ActIOns Recent Status I Pro~ress measures

23 Draft appeal to the World + No action necessary at thIs tIme
Bank to remstate EMDP loan
based on ll1ItIal performance
of thIS FmancIaI Recovery
Plan mcludmg a request for
reallocatIOn ot loan proceeds
for acquIsItion of meterIng
and commUl1ICatlons
technology requIred to
Implement hourly tarIfts and
voluntary demand
curtaIl ment

-.J
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UKRAINE POWER SECTOR

FINANCIAL RECOVERY PLAN

ATTACHMENT J22

KEY FINANCIAL INDICATORS AND BENCHMARKS

06/30/98
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ATTACHMENTS TO THE JUNE 1998 FRP MONITORING REPORT

NO DESCRIPTION OR TITLE

J2 Fuel Procurement Methods and Payment Mechamsm Summary (Table)

J5A NERC ResolutIOn No 701 "On Procedure ofIssumg Subsidy Certificates"

J5B NERC ResolutIOn No 703 liOn Subsidy Certificate Procedure"

15C NERC ResolutIOn No 737 liOn Wholesale Purchase Pnce CalculatIOns"

15D NERC ResolutIOn No 707 "On Introducmg Changes to.MFP AlgorIthm

J6A Letter from NDC to NERC dated June 2, 1998

J6B NERC ResolutIOn No 708 liOn Approvmg May 1998 Tanffs for Generatmg
Compames"

J8 Summary of TermmatlOns - Non ReSidential Customers (Table)

19A Supply to NatIOnal Budget Customers (Table)

19B Supply to Local Budget Customers (Table)

lIlA Cabmet ofMtmsters ResolutIOn #811 "On Estabhshmg SpeCial Procedure of
Settlements "

11IB Cash CollectIOns (Table)

11IC Cabmet of Mmisters I Mmenergo letter concermng Draft Law of Ukrame

ll4A Debt Incurred by Non Budget Customers (Table)

114B Summary of Arrears (Table)

lI8A Letter from MmIster Sherberstov to State Property Fund

lI8B Ukralman Power Industry Share AllocatIOn Plans (Table)

J22 Key fmancIaI Indicators and Benchmarks (Table)
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Attachment J2

Financial Recovery Plan Reporting Statistics
Fuel Procurement Methods and Payment Mechamsm Summary

All Genco Thermal Power Stations
for the month of

May-98

Fuels
Financial and Procurement Statistics Units Coal Mazut Natural Gas Total

Cash Available for Payment Hryvna

Calorific Value kcallkg, kcal/cm

Competitive Tender
Volume Tonnes, em 0 0 0
Fuel Cost Hryvna 0 0 0 0
Payment by Cash Hryvna 0 0 0 0
Payment by Offset Hryvna 0 0 0 0
Payment by Debt Hryvna 0 0 0 0

Other Procurement Methods
Volume Tonnes, em 1,869,306 37,082 11,339,000
Fuel Cost Hryvna 289,451,954 28,213,042 72 971,033 390636,029
Payment by Cash Hryvna 895,000 1,222,530 0 2117,530
Payment by Offset Hryvna 72,094,775 6,284,160 2,711,333 81090,269
Payment by Debt Hryvna 216,462,179 20,706,352 70,259,700 307428,231

Total
Volume Tonnes em 1,869,306 37,082 11 339000
Fuel Cost Hryvna 289451,954 28,213,042 72,971,033 390636029
Payment by Cash Hryvna 895000 1 222,530 0 2117,530
Payment by Offset Hryvna 72,094,775 6,284,160 2,711333 81 090,269
Payment by Debt Hryvna 216,462,179 20,706,352 70,259,700 307428231

Total - Percent
Payment by Cash Hryvna 03% 43% 00% 05%
Payment by Offset Hryvna 249% 223% 37% 208%
Payment by Debt Hryvna 748% 734% 963% 787%

1000% 1000% 1000% 1000%
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ATTACHMENT J5A
The NatIOnal Electricity Regulatory Commission of Ukrame

(NERC)

RESOLUTION

No 701 of28 May 1998

KYlv

On Procedure of Issumg Subsidy Certificates

Pursuant to the Law ofUkrame "On Electnclty Sector", Decree of the President of Ukrame No 335 of
21 Apnl 1998 "Issues of the NatIOnal Electnclty Regulatory CommiSSIOn of UkraIne", ResolutIOns of
the Cabmet oflVIJ.msters of UkraIne No 491 of 15 Apnl 1998 "On Prepanng the NatIOnal Economy for
OperatIOn In Autumn-WInter Penod of 1998/99" and No 508 of 18 Apnl 1998 "On Approval of
FmancIaI Recovery Plan for the Electnclty Sector of UkraIne", In complIance with Terms and Rules of
conductIng entrepreneunal activity on electnclty supply at regulated tanff, with the aim of secunng
repayment of electnclty suppliers' expenses connected with electnclty supplIes to reSidential customers
whIch have pnvileges m payment for consumed electnclty under the current legislatIOn of Ukrame and
for which sources of finanCIng have not been legally determmed, the National Electnclty Regulatory
Commission of Ukrame (NERC) hereby RESOLVES

To approve the ProvIsions on the Procedure of Issumg SubSidy Certificates to repay losses of the
lIcensee m supplyIng electnclty at regulated tanffto reSidential customers which have pnvIleges In
payment for consumed electnclty pursuant to the current legislation of Ukrame and for which sources
offinancmg have not been legally determmed (attached herewith)

The Settlement System Admlmstrator and the Market Funds AdminIstrator shall discount the I~sued

certificates m comphance With the ProVISions on the Procedure of Issumg SubSidy Certificate to repay
losses of the lIcensee m supplymg electncity at regulated tanffto reSidential customers which have
pnVIleges In payment for consumed electnclty under the current legislatIOn of Ukrame and for \1; hlch
sources of financIng have not been legally determIned, and With the Market Members Agreement

To declare ResolutIons of the NERC No 385 of 24 June 1997 and No 557 of 31 June 1997 null and
VOId

ButtSIO,

ChaIrman ofthe Commission



C Common\NERC order~ Re~701 dol, L GorbUnO\d

PROVISIONS

APPROVED

2

subSidy amount due to the licensee for the I-th reSidential customer, hrn,
NERC-approved electnclty tanfffor reSidential customers of relevant category,
kop IkW year,
electnclty tanfffor reSidential customers which have prIvileges In pavment for
consumed electnclty and for which the source of financIng has not been legally
determmed, kop IkW year,

T,

3 1 The subSidy amount due to a licensee for the I-th reSidential customer makes

ResolutIOn of the NatIOnal Electnclty
Regulatory CommissIOn of Ukrame No 701 of
28 May 1998

on the Procedure ofIssumg Subsidy Certlficates to repay losses ofthe hcemee In mpplYl1lg
electrIcity at regulated tanffto resulentlal customers wluch have pnvIlegev In payment for

consumed electrIcity pursuant to the current leglslatlon of Ukrame andfor wluch fiiOurces of
financmg have not been legally determmed

1 These PrOVIsIons have been elaborated m compliance to the Terms and Rules of effectmg
entrepreneunal activity on supply of electnclty at regulated tanff (heremafter referred to as Terms and
Rules) and the Market Members Agreement to establish the Procedure of Issumg Subsidy Certificates
to repay losses of the licensee m supplyIng electnclty at regulated tanffto reSidentIal customers which
have pnvIleges mpayment for consumed electnclty under the current legislation of Ukrame and for which
sources of financmg have not been legally determIned

3 The total sum the SubSidy Certificate IS Issued for shall be calculated In accordance with actual
electncity consumption (WithIn the rates established by Resolutions of the CabInet of Mmlsters of
Ukrame No 879 of I August 1996 and No 479 of22 May 1997) by reSidential customers which have
pnvileges m payment for consumed electnclty pursuant to the current legislation of Ukrame and for
which sources of finanCIng have not been legally determmed for a month precedmg the accountmg
month

2 The SubSidy Certificate shall be Issued by the NatIOnal Electnclty Regulatory CommiSSion (the
NERC) accordIng to the standard form given In AppendiX I

where
Sl =
T ==
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volume of e1ectnclty consumed by the Hh residential customer within the rates of
electnclty consumptIOn (according to meter readmgs) approved by normative
documents,

The total sum (m hrn ) for which the hcensee IS given a Subsidy Certificate makes

S=L:St

4 The Subsidy Certificate shall be Issued every month m the event of a licensee's applicatIon and
upon an appropnate NERC's deCISion

5 ApplicatIOn for obtammg a Subsidy Certificate after the form as given In Appendix 2 shall be
subnutted by a licensee to the NERC's local office not later than on the 25th day of the month followmg
the accountmg month

Enclosed With the applicatIOn shall be

mforrnatlon on the amount of electnclty consumed by residential customers which have pnvileges
In payment for consumed electnclty pursuant to the current legislatIOn of Ukrame In _

199_ (Appendix 3),
(month)

mformatlOn on the amount of calculated and received subsidy for reSidential customers which
have pnvlleges In payment for consumed electncity pursuant to the current legislation of Ukraine, m
____ 199_ (Appendix 4),

(month)

general data of the number and constItutIOn of resIdential customers (lndudmg pnvllege
categones), amount of consumed electnclty, calculated and received subsidies, m _

(month)
199_ (AppendIx 5),

6 The NERC's local office shall consIder the ApplicatIOn and Appendices to It (If necessary WIth
amval to the Site), and check the subnutted papers for relIabIlIty BaSing on the check results the NERC's
local office shall draw up a report contarmng conclUSions and proposals on expediency to Issue a Subsld\
Certificate to a lIcensee and transfer It to a licensee reserving a copy for Itself The hcensee shall submIt
received proposals of the NERC's local office on expediency to Issue a SubSidy Certificate together With
the ApphcatlOn and Appendices to It for consIderatIOn at the meeting of the NERC not later than 1S t

I

day of the month after the month for WhICh the hcensee reqUIres compensation for ItS losses

I f the submitted apphcatlOn farls to meet the standard form or documents do not contam all reqUIred
mformatlOn the applIcatlOn for SubSidy Certificate shall be rejected, possibility of Its re-submIsslon after
proper preparatIOn WIthin the stipulated term being given

3
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7 Should a lIcensee subnut madequate mfonnatlOn to the NERC to receIve the SubsIdy CertIficate,
whIch resulted In excess subsidy amount, the NERC may depnve such hcensee of the right to the SubsIdy
Certificate for a perIod from one to three months

8 A matter on Issumg a Subsidy Certificate to a licensee shall be consIdered at the meetmg of the
NERC NERC's decIsIon on Issuance of Subsidy Certificate shall be made m the resolutIOn

9 NERC' s deCISIOn on Issumg a Subsidy Certificate to a ltcensee shall be sent not later than 5
workmg day before the begmnIng of the next month to

- the hcensee,
- the Market Funds AdmInIstrator,
- the Settlement System AdmInIstrator,
- an appropnate local office of the NERC

10 The Settlement System AdminIstrator shall take on dIscount a SubsIdy CertIficate whIle
determinIng the wholesale market pnce In the next month

11 In keepmg With the Market Funds AdminIstratIOn Procedure, the Market Funds AdminIstrator,
whIle makmg allocatIOn of funds, shall decrease, to a hcensee, an amount of expected fees from
customers due to the electnclty supplymg company by an amount ofSubSidy Certificate hay mg mcluded
m the settlement month 1/30 SubSidy Certificate amount ( or 1/28, 1/29, 1/31 dependmg on the number
of days In a month)

In the event of receipt of Subsidy Certificate after the begmnmg of the settlement month, the amount of
thiS certIficate shall be dlstnbuted to the approprIate number of days of the next month

Dunng the accountmg penod the Market Funds AdminIstrator shall decrease payment to the electrlc!t\
supplymg company for electnclty purchased from the Wholesale electncIty market by the amount of the
SubSIdy CertIficate

12 The Market Funds AdmInIstrator shall take on dIscount SubSIdy Certificates In complIance WIth
the Market Funds AdmInIstratIOn Procedure

4
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AppendIX 1

(name of the ltcensee supplymg electncity at regulated tanff)

The NatIOnal ElectrICIty Regulatory CommIssIOn of Ukrame

No ---____ 199

ButtSIO,
Chairman of the CommiSSIOn

SUBSIDY CERTIFICATE
to repay losses of the hcensee m supplymg electricity at regulated tariff to residential

customers which have privileges m payment for consumed electricity pursuant to the current
legislatIOn of Ukrame and for which sources offinancmg have not been legally determmed

The SubSIdy Certificate IS legally valId solely whIle makIng settlements In complIance with the Market
Funds AdmInistration Procedure and may not be used for any other purposes but speCified above

BasIs ResolutIon of the NERC of

for 199
(month)

for the total amount of hrn
(In numbers and words)

The NatIonal Electnclty Regulatory Comrrusslon of UkraIne (NERC), In pursuance of the current
Procedure of ISSUIng SUbSIdy CertIficates to repay losses of the llcensee In supplymg electnclty at
regulated tanff to reSIdentIal customers whIch have pnvrleges In payment for consumed electnclty
pursuant to the current legIslatIOn of Ukrame and for wluch sources offinancmg have not been legally
determIned, shall Issue this CertIficate to

I
I
I
I
I
I
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AppendLX 2

APPLICATION
of Licensee supplymg electrIcity at regulated tariff for obtammg SubsIdy Certificate to repay
losses of the licensee m supplymg electrIcIty at regulated tarIff to residential customers whIch

have pnvlleges In payment for consumed electnclty pursuant to the current legislatIOn of
Ukrame and for which sources of financmg have not been legally determmed

(name of the ApplIcant - Licensee supplymg electnclty at regulated tanfl)
The Apphcant hereby apphes for obtammg Subsidy CertIficate to repay expenses connected with supplIes
ofelectncity at regulated tanffto reSidential customers which have pnvIleges m payment for consumed
electncity pursuant to the current legislation ofUkrame and for which sources of financmg have not been
legally determmed, m 199

(month)
to a total value of hrn----------------

(m numbers and words)

Attached hereto are
1 Infonnatlon on the amount ofelectncity consumed by reSidential customers which have pm lIeges
m payment for consumed electnclty pursuant to the current legislatIOn of Ukraine, m _
199_ (Appendix 3),

(month)

2 InformatIOn on the amount of calculated and received subSidy for reSidential customers \\hlch
have pnvileges In payment for consumed electnclty pursuant to the current legislatIOn of Ukrame, In

____ 199_ (Appendrx: 4),
(month)

3 General data of the number and constitutIOn of reSidentIal customers (mcludmg pmllege
categones), amount of consumed electnclty, calculated and received SubSidIes, In _

(month)
199_ (Appendix 5)

We undertake commitments
to properly meter actual electnclty consumptIOn (accordmg to meter readings) bv reSidential

customers which have pnvileges In payment for consumed electnclty,

to submit upon the request of the NERC additIOnal information and documentation

Stamp here
(Signature)

______ 199

6
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AppendIX 3

Amount of Electricity Consumed by Residential Customers which Have Pllvdeges In

Payment for Consumed Electricity Pursuant to the Current LegislatIOn of Ukrame,
m 199

(n Ime at the llLen"ee "upplymg electllcltv dt Iegulated tm Itt)

C.,roups at customer~ l'.lImber 01 lncludmb -\mount 01
customers con'umed
\\Iuch. have de..tn.1t\ ,t
pn\lleges and pm llebed !anti
h,ve p,ld lor \\ltlun the
electncltv m ,,,tahllshed rate<
'c..ountmg l-.\\ h
month

~urban urb,n runl nlnl
customers customers cu~tomers customers

which use "hl..h use
e[ectm.. ovens ele.tnc 0\ ens
and heaters md he,te~

I 2 3 4 5 6 i
I W,r voter,ns
I I P Irtl..lp,nts ot mlllnrv openllons
I 2 \\ ,r In\'lhds
I 3 War p1rtl.!p'lnts
I 4 Other persous enlltled to pn\ lIebes
est1bllshed bv the L'lW 01 Ukrallle On
the status 01 \\ ar veter'lns and gu'lrantees
ot theIr SOc tal Drotechon (ArtIcle 10)
I 5 Persons h1\llIg outstandlllb ments
before the Motherland

Heroes 01 the SovIet Umon
Full holders 01 the Glorv Order
Persons a\"lrded WIth tour 1nd more

med11. for Cour'l~e

Heroes ot the So,,"hst L1bor \\ ho
received tIllS title durmg the Gre'lt
Pltnotlc \\ 'lr
:; ::'en,lcemen parentI andfamIiy
memben of lerVicemen who died 01

l1-ere nil I ling In actIOn or became
d/labled dllnn~milltarv lervlce

" I eleranl orllllinary ,ervrce
.f Penonl l1-ith ollfltandlng labor
mentl before the Motherland and
memhen oftheir familiel reI/ding With
them
.f 1 Full holdel I ofthe Labor GIOly
Order
-I :1 Heroel o()ocralilt Labor
5 <;ervlcemen 01 the '>ecuntv ~el"\ Ice at
(Iknme

G Policemen 1nd their hmdv
memhers
G I Pohcemen \\ho live and worl-. III

country'lde or to\\n settlements 1nd
members of their families reSiding
With them
7 In""tlb1tors 01 the Publt.. Prosecutor
Dill....

IoM:MON\NERC\Orders\Res 703\T DuboVlk\26 June 1998
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urhm urh~n runl mnl ~
Lu'tom~rs cu,tom~r, lu,tomer'> l..ll~tomt".r;:

"hllh u'e \\hllh u'e
e1e~trl~ oyens ekltnlo\ln,
~nd he~tef' mdhllkr<.

1 2 3 4 " ( 7

81Jldl!;e\

9 Fire lighter<; lnd th~lr I1mll., member>

10 RI/ral rel/dentl and l<orJ..en ofthe
agl OIndu IrIal complex re \/dmg In tOlln
leU/ementl

II \ etenmry dOltOrs pn~ll~mg lnd
r~sldmg m mnl are'L' lnd town
,~ttlements

These nghts are reserved tor r"tlred
v~termary dOctors ...ho ...ork.ed m the
countryside and reside there
12 CItizens who suftered tram
Chemohvl Vlhstrophe
C~t~l.on I
C~te!"orv II
13 People who lIve withIn the ~O J.m
::one of'VPP total
Includrng

thOle obtalntng prIVIlege! punuant to
the leglliation ofUJ.rarne

thOle ulmg tarIffd/lcount~

].I Exonerated penom l.ho became
dlIGbled becQl/le or reprel~lOn or are
penl10nen
I) CJtI::enl relldlng and worJ.m~

(Itud}rng) at Ihe territory ofIeulementI

that hal the \laCln of hIghland,

16 Te'llher< who work m the
lountrv'lde lnd town settlement' 'L' I\ell
'IS pensioners who e'lrher worked 'IS

te~chers m the'e settlement. lnd reside
there

17 TOf.4L
mdLldmg

tho'e tor which the source ot hmnltng
111' not heen Ie!"~lIy d~terrnmed

'l,otes I It~m. 2 3 4 8 10 13 14 I S (It Ihc) 'pelUv c'ltegones at resldentnl customers which h I\e pm Ilege\ m p'lyment tor
Lonsumed e1ectnclt., pUf<u'lnt to the cUlTent le!"lshtlOn and tor which the <OLlrce at hmnllO!" has not been leb dh d~terrntn~d

People who live within the 30 km zone of NPP and have privileges are related In thiS report to appropriate grou~s of
privileged categories

I
Stamp here __________ (slgnature)

________ 199

I
I
I

AppendIX 4

Amount of Calculated and received SubSidy for Residential Customers which Have
Privileges m Payment for Consumed ElectriCIty Pursuant to the Current LegislatIOn

of Ukrame, m 199
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helore the l\lotherhnd
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Heroes 01 the SOCialist
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:! )ervlcemen parenti
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ttnt! IIrhln IIrhln rurl1 rurll nt~, IIrhln IIrlnn runl runl WIUllll

th,hm cll,to cu,to CIl,tO cu,to tl1,hm cu,to elI,to cll'to cu<;1o
mer, mer' mers mers m~r; m,f' nll.~ mers

whIch whl<.h which \\hlLh
me Ut;~ lI"-c U~~

~lectnc ~kLtnc ekLtnc ~1~Ltnc

ov~ns 0\0 ens o\eno;; o\en,
lnd °md md lnd

helters helters he ltef' helter,

I 2 3 4 5 G 7 i: 9 10 II 12
5 Sen Icemen ot the
SeLIITltv Sen Ice of
Uluune
6 Polll..emen and their
t1mllv
member<;

G I PohLemen who Il\e
and work m countrysIde
or town settlements and
members of their
families residing with
them
7 Investigators ot the
Pubhc ProseLutor Ofhce
8 Jud?,es
9 Fire h!,hters lnd their
t1mllv members
10 Rural rendents and
worJ...er~ ofthe
agromdll~r/QI complex
rel/dmg m tOlf,n
~ettlement~

11 Vetennarv dOLtor;
praLttcmg lnd re'ldmg
m rurll IrelS lnd town
settlements
These n!,hts are reserved
tor rettred vetenmry
dOLtors who worked m
the countrv'lde lnd
reSide there
12 CItizens who
suffered from Chemob~ I
Latastroohe
Category I
Cltebory II
1.> People who live
IHthln the .>0 J...m =one of
,\PP total
including

thOle obtalnmg
prIVilege I purtuant to
the leg/llatlOn of
UJ...rame

(hOle ulmg larIff
dllcollntt

1-1 Exonerated pertonl
who became dllabled
becazlle of, eprellion
or are oentlOnert
15 Cltl=ent relIdmg
and »orJ...mg (Itud}mg)
at rhe terntory of
letllementl that hal the
ttatul of hlf!hland\
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ttnt! urh~n urtnn nlnl nlnl r1t~, urlnn urhm nlnl nlr,l ,-"Iulll
th.hm ClI,to ClI.to cu.to ,-u,to th.hm cll.to I..u ....to .. u,to I.U~to

m~T' meT' meT' mers meT' mLr... nlt.r~ mer'
"h'ch whICh \\llIch "hlch

lI<;e u'e u... !". tL ...~

electric electric electric electrl"
oven, ovem o\r.o" men'
~nd ~nd ~nd lnd

he~ters hc~ters he~ters he1teT'
[ 2 3 4 5 () 7 ~ 9 10 II I ~

[6 Te~..hers who" ork
m the ..ountr; SIde and
to\\n .ettlements as \\ell
as pensIOners \\ ho e~rher

\\ orked as tt~1'-hers m
those settlemonts '1nd
re'lde there

17 TOT4L
llldudmg

tho'e lor winch the
sour,-e 01 tlmncmg h1S
not heen Ie!,~llv
deterrn111ed

"otes [[tern, 2 3 4 8 10 13 14 15 (It1hc) speclty c1tegones 01 re'ldentI~1 customers "hlch ha\e pm Ilo!,e> 111 P1\ ment lor
consumed electm.ltv pursu'Int to the CIIrrent leglshtlon and tor whIch the source ot tm1ncmg has not heen leg~l1v determmed

People who live Within the 30 km zone of NPP and have pnvlleges are related In this report to appropnate groups of
pnvlleged categones

I
I
I
I
I
I
I
I

Stamp here __________ (signature)
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ATTACHMENT J5B

NatIOnal ElectrIcIty Regulatory COlrumssIOn
(NERC)

ResolutIOn

On Subsidy Certificate Procedure

May 28, 1998 No 703
Kylv

Pursuant to the Act of Ukrame "On the Power Sector', PresidentIal Decree No 335 of
Apnl 21, 1998 "Issues of the National Electncity Regulatory CommiSSion Ukrame's
Cabmet of Mmlsters ResolutiOns of Apnl 15, 1998 No 491 "On the national economy
arrangements for the fall and wmter of 1998/99" and of Apnl 18, 1998 No 508 "On
Approval of the Fmanclal Recovery Plan for the Power Sector of Ukrame' accordmg to
Terms and CondItIOns for carrymg out entrepreneunal actIvity m electncity supply at
regulated tanff, WIth the aim of mdemmfymg losses of electncIty suppliers mcurred from
electncIty supply to agncultural customers- producers WhICh are charged a lower tanff
establIshed by Ukramlan Act of October 17, 1990 No 400 "On the pnonty of social
development of rural areas and agnbusmess 10 the natIOnal economy" (With amendments),
the NatIOnal Electnclty Regulatory Commission of Ukrame (NERC)

RESOLVES

To approve RegulatIOns on the SubSidy Certificate Procedure to mdemmf) losses of the
licensee m carrymg out electncity supply to agncultural customers-producers at
regulated tanff (attached)

WEM Settlement System Admmlstrator and Market Funds Admmistrator shall take mto
account the Issued certificates, accordmg to RegulatIOns on SubSidy Certificate
Procedure to mdemmfy the hcensee for ItS losses mcurred 10 electnclty supply to
agncultural customers-producers at regulated tanff and Energomarket 0.1 embers'
Agreement

To deem NERC's ResolutiOns No 385 of June 24, 1997 and No 557 of July 31 1997
mvalId

Z Boutslo

NERC
Chairman

10M1\ION\NERC\Orders\Res 703\T DuboVlk\26 June 1998
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Approved bv
NERC Resolution No 703

of OS/28/1998

RegulatIOns

On the Subsidy Certificate Procedure To Indemmfy RTS Licensee For Losses
Incurred In Supplymg Electricity To AgrIcultural Customers-Producers

The RegulatIOns are \\or]...ed out m accordance \\'Ith RTS License Temls and ConditIons (Terms and
ConditIOns) and Energomark.et Members' Agreement (EMA) The'lr establIsh the procedure for
Issuance of Subsldv CertIficates for agricultural customers-producers (Subsld'lr CertIficate) to
mdemmfv for costs ofthe RTS LIcensee Incurred In supplvmg electnclty to agricultural customers
producers

Agncultural Customer Subsldv Certificate shall be Issued by NERC accordmg to the standard form (see
Appendl,,-l)

The total sum for which the AgrIcultural Customer Subsldv Certificate IS Issued shall be calculated
accordmg to the actual electncltv consumptIon by agncultural customers-producers (based on the
meter s readIngs) for a month preHOllS to the month of LIcensee s Subsld'lr Certificate ApplIcation
submisSIOn

3 1 The subSIdy amount for am agncultural customer IS

5, = ((T,,- T)*Q,)/lOO \\here

5, = the subsld\ amount for the agrIcultural customer In hrv\mas,

T" = the retml electncIh tanff m k.op Ik.Wh that would ha\ e been charged to customer under
a stnct apphcation of the formula contamed In the Regulated Tanff Supph LIcense Terms and
ConditIOns and for calculatIOn of\\hlch the actual "vholesale market prIce shall be used

T = the retml electnclh tanff charged to agricultural customers-producers folIo" mg the

IONlMON\NERC\OrderS\Res 703\T Dubovlk\26 June 1998 13
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appropnatc NERC hecutl',e Order kop I1.Wh

QI = the quantltv ofelectrlcltv conslill1ed by agncultural customer-producer (based on the meter S
readmg) for the month pre'Y1ous to the month of the LICensee s Subsld\ Certtficate Appllcatlon
submission

The total Licensee s ACSC amount In hrvvmas shall be

4 An ACSC may be Issued monthly ill case of the Licensee s apphmg and upon the appropnate
NERC s decIsIOn

5 An ACSC Appltcatlon shall be submitted by the LIcensee accordmg to the fonn under Appendl\. 2
to the NERC Local Office before 25-th dm of the month follO\Hng the accountmg month

The calculation of the subsldv amount to mdemmfv the lIcensee for costs of electnclt\, supph to
agncultural customers for (month) 199 shall be attached to the Appltcatlon (Append!\. 3)

6 The NERC Local Office shall consIder the applIcatIOn and appendices to It \\lth site \ ISltS If
necessary, checks authentIcatIon of the matenals, and based on the check results make a statement \\1th
conclUSIOns and proposals on the adVisabilIty of an ACSC Issuance to the lIcensee \\Jtll a cop'. left to
NERC The lIcensee shall submit the NERC Local Office proposals on the ad\lSabJlIt\ of the ACSC
Issuance \\1th the appltcatron and appendIces to It to the NERC meetmg before the 15 th dm of the month
after the ne-xt follo\\1ng accountmg month

7 In case of '.\Tong data submitted bv a Licensee for an ACSC Issuance that has led to mcrease of the
ACSC SUbSld\ amount the NERC may not Issue the ACSC for thiS Licensee tor 1-3 moths

8 The matter ofan ACSC Issuance shall take place at the NERC heanng The deCISIOn on Isswmcc of
the ACSC shall be drawn up m the format of the resolutIOn

9 DeCISIon on an ACSC Issuance shall be sent out not later than 3 \\ orkmg da, s pnor to the begmnmg
of the ne"t month to

• the Licensee

• Energomarket Funds Admll11strator

• Settlement S\ stem Admll1lstrator

• the appropriate NERC Loca! Office

I01\1MON\NERC\OrderS\Res 703\T DuboVlk\26 June 1998
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10 The Settlement S\ stcm AdnunIstrator shall take the ACSC II1to account \\ hlle calculatll1g the
\\ holesale market pnce for the ne\.t month

11 The Energomarket Funds AdmInIstrator, dunng the Energomarket Funds Procedure shall decrease
the amount of the forecast electnclh collectlOns of the lIcensee b\ the subsld\ amount takmg lOtO
account the 1/30-th (or 1/28 1/29 1/31) part of the Subsldv CertIficate amount dependmg on the
number of da\'s m the appropnate month

If the SubsIdy CertIficate IS receIved after the begmmng of the accountmg month the amount of the
CertIficate shall be dl\lded mto the approprIate number ot days of the ne'\t month

For the accOlU1tmg penod the Energomar1..et Flmds AdmInIstrator shall decrease the supplIer s pa\ment
for the electncItv purchased on the Wholesale ElectncIt\ Market b\ the amount of the SubsId'r
CertIficate

12 Energomarket Funds Admrrustrator accounts the subSIdy certIficates accordmg to the Energomarket
Ftmds Procedure

IOrvI1VlON\NERC\Orders\Res 703\T DuboVIk\26 June 1998
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NERC

(name of the RTS LIcensee)

(name of the hcensee supplyIng electncity at regulated tarIff)

for 199--------

No ---199----

(In numbers and words)

BasIs ResolutIOn of the NERC of

ButtSIO,
Chairman of the Commission

SubsIdy CertIficate to Compensate the Losses of the Regulated TarIff
ElectricIty Supply to Agricultural Customers-Producers

AppendL" J

(month)
for the total amount of hrn---------------------

The Subsidy Certificate IS legally valid solely while makmg settlements In compliance \\Ith
the Market Funds AdmInistratIOn Procedure and may not be used for any other purposes
but specified above

NERC 111 accordance wIth RegulatIons on the Procedure of Issuance of SllbsId\ CertIficates to RTS
LIcensees supplvmg electncltv to agrIcultural customers-producers, Issues thIS CertIficate to

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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AppendL'C 2

APPLICATION
of Licensee supplymg electnclty at regulated tanff for obtammg Subsidy Certificate
to mdemmfy Its losses m carrymg out electnclty supply to agncultural customers

producers at regulated tanff

(name of the ApplIcant - Licensee supplymg electnclty at regulated tanff)

The ApplIcant hereby applIes for obtammg SubSIdy CertIficate to mdemmtY ItS losses In

carrymg out electnclty supply to agncultural customers-producers at regulated tanff m
____ 199

(month)
to a total value of hrn

(m numbers and words)

Attached hereto are
CalculatIon of the subsIdy amount to mdemmtY losses of the lIcensee m carrymg out
electnclty supply to agncultural customers-producers at regulated tanff m _

(month)
199

We undertake commItments
to properly meter actual electncity consumptIon (accordmg to meter readmgs) by

resIdentIal customers whIch have pnvileges m payment for consumed eleCtrIcIty,

to submIt upon the request of the NERC additIOnal mformatIOn and
documentatIon

Stamp here
(SIgnature)

______ 199

AppendL", 3

CalculatIOn of the Subsidy amount to mdemmfy the hcensee fOi the losses m electncltv supply
to agncultural customers-producers for , 199_

IOMMON\NERC\OrderS\ReS 703\T DuboVIk\26 June 1998
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(name of the RTS)

AgrIcultural ConsumptlOll TARIFF Sales
customers- thous kWh (k.op 11..Wh) (thousand 1m, nlas)
producers

calculated approved bv NERC at calculated tanff at tanff appro' e(
(col 2 \. col 3) (col 2 \. c'

1 2 3 4 5 6

Total
1 class
2 class

Signature

IOrvt:MON\NERC\OrderS\Res 703\T Dubovlk\26 June 1998
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ATTACHMENT J5C

NATIONAL ENERGY REGULATORY COMMISSION OF UKRAINE

RESOLUTION 737

ofJune 3, 1998
Kylv

On Wholesale Purchase Pnce CalculatIOns

In accordance with Decree of the PresIdent of Ukrame 335 of Apnl21 1998 "On NERC
Related Issues" the National Energy Regulatory CommIssIon of Ukrame (NERC)
resolves

1 Starting from 4 June 1998, the Wholesale Electncity Market of Ukraine (WEM)
Settlement System AdmInIstrator shall, when calculatmg the wholesale electncity pnce
accordmg to the WEM Rules, take Into account the amount of subsidy certificates
totallmg UAH 51,176 thousand whIch was determmed when tanffs for electnclty purchase
from the Wholesale Market In June 1998 for supphers at a regulated tanff\',ere calculated

2 The I127th part of the amount speCIfied m Paragraph 1 shall be taken account ofm
daIly wholesale pnce calculatIOns until June 30, 1998 inclUSive

Z ButSIO
Chairman

IoMrvlON\NERc\OrderS\Res 703\T DuboVlk\26 June 1998
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ATTACHMENT J5D

THE NATIONAL ELECTRICITY REGULATORY COMMISSION OF UKRAINE

RESOLUTION

No 707 of May 25, 1998

KYlv

On Introducmg Changes to MFP Algonthm

for the Wholesale Electnclty Market Members

In complIance With the PresIdent of Ukrame Decrees # 335 of Apnl 21, 1998 "The Issues
of the National ElectrIcity Regulatory CommISSIon of Ukrame" , #64 of February 23, 1994
"On Urgent Measures for Nuclear Power Sector Development and Nuclear Fuel Cycle
FormatIOn" and m accordance With the Cabmet ofMIllisters ResolutIOn No 267 of AprIl
12, 1995 "On CreatIon of Nuclear Fuel Cycle", the NatIOnal ElectrICIty Regulatory
COmmISSIOn (NERC)

RESOLVES

To approve changes mto the algorIthm of Market Funds Procedure for the
Energomarket members of Ukrame (the WEM)

• to add a separate Ime named "The fund of creatIOn of the NatIOnal nuclear cycle" to the
part IV of the electronIc sheet "Funds allocatIOn between generators and other
members to the Agreement" ,

• to decrease the debt amount of the WEM to Energoatom as of May 1, 1998 by120
mIn UAH,

• to establIsh the debt amount of the WEM to the Fund of creatIOn of the NatIOnal
nuclear fuel cycle as of May 1, 1998 equal to 120 mIn UAN and to account for 1/45
thereof dally

2 The NDC of Ukrame shall be proVIded WIth a new verSIOn of algonthm \\-Ith mtroduced
changes

3 The Market Funds Admmlstrator shall

• from June 17 1998 (payment day) do the settlements on funds allocation In accordance
WIth the prOVided algonthm WIth the changes mtroduced by the NERC

• transfer the funds to a separate account on agreement With the MInIstry of Energy of
Ukrame

Z ButSIO

Chairman of the CommISSIOn

C 'Common\N <;he\chenJ.,.o'NERC'Orders\ResolutlOn #707
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# 03-33 I 5014 of June 2, 1998

Re May 1998 TarIffs for Generatmg Compames

NATIONAL DISPATCH CENTRE OF UKRAINE

The average tanfffor generatmg compames IS 3 39 US cents / kWh

3 40 US cents I kWh
3 39 US cents I kWh
3 38 US cents I kWh
3 39US cents I kWh
3 37 US cents / kWh
3 41 US cents / kWh

June 2 1998

NERC Incommg #1376/50

Yevdoklmov
36-47

ME Rachm
Energomarket ExecutIve DIrector

We are requestmg to approve the May 1998 tanffs for generatmg compames

ATTACHMENT J6A

Donbasenergo
Dmproenergo
Tsentrenergo
Zahldenergo
Integratsua Closed JSC
Stlrol Kontsern

SIngle page

bId cap set by the NERC, wIth the fixed costs factor of $1 OIMW, for generatmg
compames and mdependent generators

The followmg May 1998 tarIffs have been calculated by the NDC of Ukrame In

complIance wIth the Wholesale ElectrICIty Market Rules takmg mto consIderatIon the
$371MWh

Z Yu ButslO
ChaIrman
NatIonal Energy Regulatory CommIssIOn
of Ukrame

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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NATIONAL ENERGY REGULATORY COl\llMISSION OF UKRAINE

RESOLUTION 708

ATTACHMENT J6B

On Approvmg May 1998 Tanffs for Generatmg Compames

341 US cents / kWh
3 37 US cents / kWh

3 40 US cents I kWh
3 39 US cents / kWh
3 39 US cents / kWh
3 38 US cents / kWh

Kontsern Stlrol Open JSC
Integratslla Closed JSC

Z Butslo
Chairman

To approve May 1998 tanffs for electnclty sold to the Wholesale Electnclty Market,
which have been calculated by the NDC of Ukrame m compliance With the Wholesale
Electnclty Market Rules takmg mto consideratIOn availability pnce, for the follo\Vmg
blocks leased from SJSGCs

Donbasenergo SJSGC
Drnproenergo SJSGC
Zahldenergo SJSGC
Tsentrenergo SJSGC

of June 2, 1998
Kylv

3 To establish that the wholesale market pnce IS set takmg account of the value of the
tanffs speCified m Paragraphs 1 and 2 of this ResolutIOn

In accordance with Decree of the President of Ukrame 335 of Apnl 21, 1995 AOn
National Energy Regulatory CommissIOn of Ukrame Related Issues@ and the provISions
set forth m the Wholesale Electnclty Market Members Agreement, the NatIOnal Energy
Regulatory ComrrusslOn of Ukrame (NERC) resolves

To approve May 1998 tanffs for electnclty sold to the Wholesale Electnclty Market,
which have been calculated by the NDC of Ukrame m compliance With the Wholesale
Electnclty Market Rules takmg mto conSideration aVailability pnce, for the followmg state
Jomt stock generatmg compames (SJSGC)

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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I FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

ATTACHMENT J8

Action No 8 - Summary of Terminations Non ResIdential CustomersI
I

Report for period endrng

See NOTES below for detailed descnptlon of each rtem required

2

28 May 98

3 4 5
Non Residential Debtors In default

but not disconnected I
Non Res Debtors disconnected

as at 28 May 1998

% of

Total
Debt

321%
268%

67582

3525
'

OOOUAH
284%

271%

% of Debt

Total

Debtors

1233

65

No

of

Debtors

142990I 30 0%

96321 285%

Debt· OOOUAH
At I % change

28 May 98 from Jan 98

3107 1 2%

175 44%

No of Debtors

At % change

28 Mav 98 from Jan 98 '

Suppliers

Crimea
Sevastopol CityI

I

318%

128%
444%

246%
47%

165%
436%

257%

66%
331%

266%
296%
457%
141%
226%
210%
187%
49%

296%

293%

9219

56801
44971

5385'
1003

2733

6517
156081,

113101

72631
50171,

18353 1

9153

12234

8952'
150441

23272:
4393

114224

774260,
00%

325%

221%
323%
279%
321%
148%

294%

223%
458%

286%

440%
391%

272%
421%

325%
364%
465%

274%

401%

o

429

8371

546
644
455

651
191

7181
I

434
1118

489
1605

479 '

266
1

1516
807
422

828

184601

217451 51 8%
295211 450%

1136 121%
1249 247%

Col Detailed description

No

Khmelnltsky

Vlnnltsa

Kylvenergo 713 135% 1267401 146%
Kylvoblenergo 2084 141% 304491 503%
Cherkasy 1676 113% 641681 588%
Zhltomlr 738 93% 104531 278%
ChernlQlv 952 53% 168901 305%
LVlv 1930 26% 559981 153%
Rlvne 1351 152% 194471 664%
Prykarpatye 1173 191% 16949 565%
Zakarpatye 1376 119% 233371 1263%
Vol n 1096 204% 19645 1 151%
Odessa 1220 96% 444451 117%,
Kherson 2039 286% 701131 75%

1
Mykolaev 745 915% 345981 2150%
Kharklv 1721 282% 1460741 280%
Poltava 1515 128% 253631 ·90%
Sumy 1325 132% 236931 155%
SW RDC 7 750% 5869, 517%

IUkralne 38363 27% 2237429 188%

NOTES

4091
,

Ternopli 791 93% 238941 493% 341% 11515 325%
Chernlvtsy 669 604% 14085, 488% 1061 137% 951 63%
Zaporhozle 2435 131% , 84731, 60% 482' 165% 59431 66%

2505711
1

,Dnepropetrovsk 2687 148% 63% 736 215%
1

226931 83%
Klrovograd 728 64% 28800 734% 639 467% 163301 362%

Donetsk 1991 56% 5999791 155% 1270 389% I 3472771 367%,
Lugansk 1734 116% 297250 277%

,
1085 385% 78114 ' 208%

I

I
I

I
I

I

I
I

I

I
I

H8JPC Jun.123

I
I
I

1 Regulated Tanff Supplier

2 Total number of customers provided wrth electnclty service (above emergency level) while ,n defaurt

3 Cumulative Value or electncrty provided to customers that Supplier IS entrtled to disconnect but not disconnected

4 Total number of customers disconnected or on emergency level service only

5 Total Cumulative Value of electncrty services owed by customers disconnected or on emergency level service



214 1126%
0731 203%
1101 5500%

147 272%
0951 475%

+/- year to date

ATTACHMENT J9A

M UAH Jan 1 98

275% 3121 1076%
96% 229 2862%
104% (0 15) 54%
161% 099 900%
122% 086 162%
44% 049

1
700%

50% 026' 260%
-79% 169

1

735%
63% 079 564%
-62% 302 702%
-06% 1471 408%
133% 332 1186%
49% (1 98

1
-180%

54% 169 845%
122% 1 12 I 1244%
00% (001) -10%

000,
47% 3682 462%

185%
31%
-97%

197%
21%

May 1 98
% change from

042
019
022
OOOi
0001

1 131
0061

1301
0271
025

1029
1

0671

o05j
006

(0 34
013

(048
(0 03
072

0631
0131

(0 14~

MUAH
+/- In month

687,
295 t

4041
4331
130 I

Jun 1'98 ,
574
289
341
420
144

May 1 98
Debts - M UAH

190
360 '
020'

540
2 00

Jan 1 98

Khmelmtsky
Vtnmtsa
Temopil

Suppliers

Cnmea
Sevastopol City

Action No 9 - Supply to National Budget Customers

FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Kylvoblenergo 290 472 6021
Cherkasy 080' 282' 309 1

Zhltomlr 280 240 265
1

Chernlglv 1 10 180 2091
LVIV 530 549 616 1

Rlvne 070, 114 1 19 1

Prykarpatye 100 120 126\
Zakarpatye 230 433 399 1

I
Volyn 140 2 06 219 1

Odessa 430: 780' 732
Kherson 360 510 I 507
'Mykolaev 280: 540' 6121
Kharklv 1100 860 902

1

Poltava 200 350 3691
Sumy 090 180 2021
SW ROC 100 099 0991
Central ROC

IOkralne 7970 111 33 11652 519

HB/PC June123

Chernlvtsy 030, 106 1171 011 104% i 0871 2900% ,

Zaporozhle 480, 410 456: 046 112%
I

(024~ -50%
Dnepropetrovsk 340 I 830 567

1

(263 -317% 2271 668% ,

,Klrovograd 170 154 179 025 162% I 009j 53% ,

Donetsk 360 ' 610 750 140 230% I 390
1

1083%
I I

Lugansk 500 830 724 (1 06 -128% i 2241 448%
IKylvenergo 390 510 623 1 13 222% 2331 597% 1

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



Volyn 290
'

412 2491 (163 (0 41) -141%
Odessa 380 6 00 540 (0 60 160 421%
Kherson 1801 2 Sol 2341 (0 16 054 300%
,Mykolaev 0001 0601 1091 049

1

109
Kharklv 190, 0001 0001 000 (1 90) 1000%
:Poltava 3 001 300: 27S: (0 2S~ -83% (0 2S) 83%
,Sumy 050 3 SO I 1281 (222 634% 078 1560%
SW RDC I 000 000I 1

Central RDC 000, 000
IUkralne 8064 ' 88 31 91091 278 I 31% 1045 130%

HBIPC June123

024 480%
230 230 0%
391 1057%
058

123 216%
022 220 0%

(100) -213%
066 254%

+/- year to date

ATTACHMENT J9B

M UAH Jan 1 98

213%
87%

-26%
29%

-98%
-171%

346%
-333%

% change from
May 1 98

065
0261

(0 02
(0 10
(0 83~

(0 12

1781
(0 16

+/ In month
MUAH

370
3261

0741
3301
761 1

0581

6931
0321

Jun 1 98

3 OS,
300

515 i
0481
076
340
8441
070 '

May 1 98 '
Debts - M UAH

050,
100'
370
0001
470'
2601

570
010

Jan 1 98

Zaporozhle
Dnepropetrovsk

Cnmea
Sevastopol City

Suppliers

Khmelnltsky
VlnnJtsa
Temopll
ChernJvtsy

Action No 9 - Supply to Local Budget Customers

FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Klrovograd 070, 1891 185, (004 -21% I 1 15 1643% I
IDonetsk 1800, 1630, 1640 010 06% , (1 60) 89% ,

,

Lugansk 250' 3301 343 013 39% , 093 372% ,

Kylvenergo , 9 00' 740, 920 180 243% 020 22%
Kylvoblenergo , 014 1 0331 031 (0 02~ -61% 017 1214%
Cherkasy 1360 1 822 910 088 107% (450) 331% ,

Zhltomlr 020' 1 10 I 123 0131 11 8% 103 5150%
Chernlglv 060' 120, 130 0101 83% 070 1167%
LVIV 070 1431 152 009 63% , 082 1171% I

Rlvne 080' 035 055 020 57 1% , (025) -313%
Prykarpatye

,
0501 030' 0721 042 1400% 022 440% ,

Zakarpatye 1701 179 3691 190 1061% 199 1171%

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



RESOLUTION

ThIs ResolutIOn shall come mto force from the date of ItS approval

2 To approve the Procedure ofsettlements for electnclty consumed by customers (attached)

I To estabhsh temporal)' special procedure of settlements for electnclty consumed by
customers accordmg to which appropnate bankmg mstltutlons shall open cleanng accounts

V Yushchenko
Charrman of the NatIOnal
Bank of Ukrame

(. "rRC \OTd~T,'R!<ll duc L (",rhuno\1

PustovOltenko,
PrIme Mmlster of Ukrame

to electncIty supphers which hold hcenses of the NatIonal Electnclty Regulatol)'
Commtsslon for electnclty supply at regulated tarIff and to theIr structural subdl\ ISlons for
acceptmg receIpts from electnclty customers,

ofJune 5, 1998, # 811
The City of KYlv

On Estabhshmg Special Procedure of Settlements
for ElectrICIty Consumed by Customers

to Market Funds Administrator for acceptmg receipts from electncIty suppllers and
transfemng them from tills account to current accounts of the market members and other
orgaruzatlOns operatmg and rendenng services at the wholesale electnclty market pursuant
to the legIslation

ATTACHMENT JllA
THE CABINET OF MINISTERS OF UKRAINE

AND THE NATIONAL BANK OF UKRAINE

3 To take mto consIderatIOn that m compltance WIth Energomarket Members' Agreement
the functIons of the Market Funds AdmInistrator shall execute, before settmg up the
"Energomarket' enterpnse as stIpulated In the legislatIOn the NatIOnal DIspatch Center
of the MInIstry of Energy

With the ob] ect of Improvmg the status of settlements with power sector enterpnses \\ hlch
operate at the wholesale electnclty market and m pursuance of the Law of Uk-rame "On
Electnclty Sector" and ArtIcle 5 of the Decree of the President of Ukrame "On Measures on
Nonnahzatlon ofPayment Dlsclphne m the National Economy ofUkrame" # 227 of 16 I\larch
1995, the Cabmet of Mmlsters of Ukrame and the NatIOnal Bank of Ukrame hereby
RESOLVE

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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APPROVED BY

The ResolutiOn of the CabInet of MInisters of UkraIne
and the National Bank of Ukrame
of June 5, 1998, # 811

Procedure of Settlements
for ElectrIcity Consumed by Customers

A bank shall notify the state taxation body where a Supplier IS regIstered about the cleanng
account openmg

3 The funds received from electnclty customers dunng one bankmg day shall be entered b'v banks
to clearmg accounts of suppliers' subdiVISIOns Pursuant to the agreements concluded betVveen
the banks and supplIers' subdiVISions whereIn the procedure of transactIOns effected by the bank
on funds transfers or payment orders IS stipulated, the funds shall be transferred to the cleanng
accounts of supphers

2 Receipts mCOffi1ng from electnclty customers shall be entered solely to the c1eanng account the
number ofwruch and the procedure of settlements are speCified In agreements concluded between
electnclty customers and supphers

In the event when a Suppher opens the cleanng account With other bank apart from the above
documents, there shall be subffi1tted a card With signature samples and a copy of the license of the
NatIOnal Electnclty Regulatory CommiSSion for electncity supply at regulated tanff

The funds from the supplIers' cleanng account shall be transferred to the cleanng account of the
Market Funds AdmInistrator m the same way

In the event when a Supplier opens the clearmg account with the bank mstitutlon ",... here Its
current account IS opened a Suppher shall submit addItiOnally an applIcatIon for opemng thiS
account, account service agreement, as well as a copy of the license

1 Electnclty suppliers winch hold hcenses of the National Electnclty Regulatory Commission for
e1ectnclty supply at regulated tanff and their subdiVIsions (heremafter referred to as "Suppliers")
shall open, 10 keep10g wIth the estabhshed procedure, one cleanng account with bankmg
mstitutiOns for acceptIng receIpts from electncity customers The cleanng account shall be opened
as a sub-account to balance account No 2603 "Cleanng Accounts ofEntrepreneunal Entities
m complIance wIth the plan ofbook-keepmg accounts for commercIal banks of Ukrame In thiS
case, receipts which enter to clear10g accounts shall be used for targets speCified by thiS
Procedure

4 The Market Funds Adffi1llistrator shall open the cleanng account to make settlements betVv een

Iai\IMON\NERC\OrderS\ReS 703\T Dubovlk\26 June 1998
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the market members In Prommvestbank (the Market Banker) m compltance with the agreement
concluded wIth It

The funds for electrICity consumed by customers which receIved from the cleanng accounts of
supplters as well as the funds for electncity purchased from the wholesale electrIcity market by
supplIers that hold hcenses of the National Electncity Regulatory CommIsSIon for electnclty
supply at regulated tanff shall be transferred to thIS account

In complIance WIth the estabhshed procedure, the Market Funds AdmInIstrator shall transfer,
through a «chent-bank», funds 10 the amount of balance as of the begmnmg of the bankIng day
(the amount to be confinned by the statement of account for the preVIOUS day) from the c1eanng
account to the current accounts of partIes to the Agreement between Market Members and
Mmenergo

5, The c1eanng account of the Market Funds AdmInIstrator shall be mamtamed by the Market
Banker whIch shall dehver all 1Oformation on funds movement on separate cleanng accounts to
the Market Funds AdmInIstrator

I0l\lITv10N\NERC\Orders\Res 703\T DubovIk\26 June 1998
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I FINANCIAL RECOVERY PLAN ATTACHMENT J118
MONTHLY ACTION MONITORING SYSTEM

I Action No 11 - Cash Collections

I Total Sales Cash Collection

Suppliers Jan 98 May 98 Jan 98 May 98

I 000 UAH 000 UAH % change i 000 UAH I% of Sales I 000 UAH % of Sales, I
I i I

I Vlnnltsa 13485 99251 -264% I 2700 I 200% I 25771 260%

Ternopil 7804 6850 -122% 1 261 I 162% 14241 208%

Chernlvtsy 5712 I 4371 -235% 950 166% 15741 360% I

I
Khmelmtsky 12273 I 10003, -185% 1 710 i 139% 1530 I 153%

426681 405641
I I

Zaporozhle -49% 4060 I 95% 2306

1

57%

Dnepropetrovsk 103652 I 863941 -166% 5029 I 49% 4581 53%

I Klrovograd 153851 12752, 171%1 2742 178% 2521 , 198%
I

I I

Donetsk 133910 110546 ' -17 4% 1 9402 70% 75561 68%

Lugansk 58251 44 764
I

3213 55% 2715 61%

I
-232% 1

-125% I
I

KYlvoblenergo 19537 ' 17103 5955 305% 4895 : 286%

Zhltomlr 11 550 10664 I -77% 1 2450 212% 2169
1

203%

I Cherkasy 17263 ' 17694 ' 25%1 2426 141% 2323 131%

8321 I
,

282%Chermglv 10329 -194% I 2760 267% 23481

I

I Cnmea 26358 I 24357 ' -76% i 37261 141% 3617 148%

Sevastopol City 5003 4601 80%1 1 128 225% 1350 : 293%
I

I
LVlv 19336 16953 -123% I 3508 181% 3266 I 193%

Volyn 5835 5846 02%1 2282 391% 2005 I 343%

Zakarpatye 7864 7179 87% 2133 271% 2594 361%

Rlvne 12718 12100 -49%1 18031 142% I 1788 148%

I Prykarpatye 8914 10266 152% I 1772 1
199% I 1609 157%

I

I

Odessa 28711 26275 -85% I 5427 : 189% I 3563 136%

I
Mykolaev 14426 13238 82%' 1977 i 137% I 1948 147%

Kherson 12014 12460 37%1 1 029 i 86%1 1606 129%

I
76%1

I
Kharklv 37286 24594 -340% I 28471 2117 86%

Sumy 13543 11 285 -167% I 3171
1

234% I 2679 237%

Poltava 15103 13763 -89% I 5224 1 346% I 4921 358%
,

I ITotal 658930 562868 146% 80687 I 122% I 71,585 127%

eXcluding Kylvenergo

I
Sales data from Mlnenergo - Cash data from MFP

HBIPC June123

I
I
I



Enclosure on 20 sheets

o M Sheberstov

We ask to encourage thrs draft Law and submit It to the ParlIament (Verhovna Rada) of Ukrame
pursuant to ArtIcle 93 of the ConStitutIon of Ukrame

In pursuance of the InstructIon ofthe Cabmet ofMmIsters of Ukrame of AprIl 29, 1998, No 37
3367/4 the Mmlstry of Energy of Ukrame sends the revised draft Law of Ukrame "On Changes
In Some LegIslation Acts of Uk.rame on Pnvlleges m Payments for Consumed ElectrIcity"
elaborated m comphance with the InstructIOn of the Cabmet of MInIsters of Ukrame No 14152/3
ofJuly 15, 1997

ATTACHMENT JllC

Cabmet of MIDlsters of UkrameMmlstry of Energy of Ukrame

No EKJ17-309 of May 4, 1998

I
I
I
I
I
I
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I
I
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I
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27

DRAFT

LAW OF UKRAINE

On Changes m Some LegislatIOn Acts of Ukrame
on Privileges m Payments for Consumed ElectricIty

The ArtIcle shall be added as follows

4 In Item 6 ofArticle 12 of the Law of Ukrame "On SOCial and Legal ProtectiOn of Servicemen
and Members of TheIr FamIlIes" (Vldomostl VerkhovnoYI Rady Ukramy, 1992, No 15, Article
190) the word "electnc" shall be deleted and supplemented after words "other services' \',Ith
, except the electnclty ,

3 The 1st paragraph ofItem 11 ofthe 1'1 part 1, Article 20 of the Law of Ukrame 'On the Status
and Social Protection ofCitizens Suffered from Chemobyl Catastrophe" (Vldomostl Verkhovno)1
Rady Ukramy, 1992 No 13, Article 178, 1996, No 35, Article 162) shall be supplemented as
follows "Payment for the use of electrICIty shall be effected wlthm the rates speCIfied by the
current legislatiOn"

I The 4d1 part of ArtIcle 22 of the Law ofUkrarne "On MIlitia" (Vldomostl VerkhovnoyI Rady
of UkrSSR 1991, No 4, Article 20, Vldomostl Verkhovnoyl Rady Ukramy, 1992, No 36
ArtIcle 526) shall be supplemented after words "publIc servIces" WIth "except the payment for
electnclty"

2 In the 4th part of Article 49 of the Law of Ukrarne "On Public Prosecutor's Office (VIdomostI
Verkhovnoyl Rady Ukramy, 1991, No 53, Article 793, 1993, No 50, ArtIcle 474) words
"electnc and' shall be deleted

ITo make changes In such legIslatiOn acts of Ukrame

With the arm of regulating the pnvileges In payments for consumed electnclty the Parliament of
Ukrame hereby resolves

"Payment for the use ofelectnclty by parents and members of the famtlies of servicemen Vv ho
died or were mlssmg m action or became disabled dunng military service shall be effected In

IOMrvlON\NERC\OrderS\Res 703\T Dubovlk\26 June 1998
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the amount of 50 % of the fixed amount of payment wlthm the rates specIfied by the current
legIslatIOn"

5 In the 61h part of ArtIcle 8 of the Law of Ukrame "On VeterInary Medlcme (Vldomostl
Verkhovnoyl Rady Ukramy, 1997, No 7, ArtIcle 56) words "and hghtmg shall be deleted

6 In the 2nd paragraph of Item 9 of ArtIcle 44 of the Law of Ukrame "On the Status of Judges
(Vldomostl Verkhovnoyl Rady Ukramy, 1993, No 8 ArtIcle 56 1994 No 26 Article 203)
words "electrIC and' shall be deleted

7 The 61h part of Article 22 of the Law of Ukrame "On FIre Safety' (Vldomostl Verkhovnoyl
Rady UkraIny, 1994 No 5, ArtIcle 21) shall be supplemented after words' publIc servIces' WIth
"except the payment for electrIcity"

8 In ArtIcle 12 of the Law of Ukrame "On the PrIOrIty of Social Development ofVl1lages and
Agromdustnal Complex m the NatIOnal Economy" " (Vldomostl Verk.hovnoyl Rady Ukramv,
1992, No 32, ArtIcle 453)

words "pnvlleges for electrIcIty and" m the title shall be deleted,

the 1'I 2n
<l, and 3rd parts shall be deleted,

words "or emergence" In the 4th part shall be deleted, and ' The MInIstry of Energy and
Electnficatlon of UkraIne" shall be changed for "The MInIstry of Energy of Uk.rame '

9 In the 4th part of ArtIcle 57 of the Law of Ukrame "On EducatIOn' (Vldomostl Verkhovnoyl
Rady Ukramy, 1996, No 21, ArtIcle 84) words "and IIghtmg" shall be deleted

10 In the 2nd part of ArtIcle 29 of PrInCIples of the LegislatIon of Uk.rame 'On Culture'
(Vldomostl VerkhovnoyI Rady Ukramy, 1992, No 21, ArtIcle 294) words "and hghtmg" shall
be deleted

11 In Item "'7 of Article 77 of PrInCIples of the LegIslatIOn of Ukrame "On Health ProtectIon
(Vldomostl Verkhovnoyl Rady Uk.ramy, 1993, No 4, ArtIcle 19) words "and hghtmg shall be
deleted

II ThIS Law shall come mto force from the date of ItS promulgatIOn

L Kuchma PreSIdent of Ukrame

10MlvlON\NERC\Orders\Res 703\T Dubovlk\26 June 1998
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Suppliers Debts - M UAH +/-In month % change from +/ year to date
Jan 1 98 May 1 98 Jun 1 98 1 M UAH May 1 98 M UAH Jan 1 98

Crimea 1292 1627 1694 1 67, 41% 402 311%
Sevastopol City 167 193 155' (3 8) 197% (1 2) -70%
Khmelnltsky 132 193 196 03: 15% 64 1 486%
Vlnmtsa 242 291 273, (1 8) -63% 31 127%
Ternopll 121 173 1521 (21) -123% 311 255%
Chernlvtsy 95, 1091 11 0 I DO, 01% 1 5 153%
Zaporozhle 704 981, 987, 071 07% 283, 403%
Dnepropetrovsk 4705 1 4987 50021 15

1
03% 297! 63%

Klrovograd 226 1 305 302 1 (0 3~ 10% 76 335%
Donetsk 5246 6069 6175 106 17% 9291 1770

0

Lugansk 2826
'

3325 3444 119 36% 6181 219%
KYlvenergo 5546 65811 6518, (63) -10% 972 1750

0

Kylvoblenergo 173 257 243 (1 4) -54% 70 406%
Cherkasy 31 2 587 60 9, 23 1 38% 297 1 952%
Zhltomlr 56 721 671 (0 5~ 67% 1 l' 200%
Chernlglv 282 408 1 41 1 03 08% 129 458%
lVlv 775 9231 927 041 05% 152 196%
Rlvne 102, 162 i 159: (03) -22% 57 555%
Prykarpatye 181 238, 2471 091 39% 66 366%
Zakarpatye 68 136 1 10 2' (34) -247% 34 503%
Volyn 129 153 180 ! 271 176% 51 397%
Odessa 1453 1786 1797 i 1 1 I 06% 344, 237%
Kherson 833' 976 988 1 12' 12% 1551 186%
Mykolaev 1911 331 3671 36( 108% 176 921%
Kharklv 25921 29471 29491 021 01% 3571 138%
Poltava 697' 72 81 759

'
31[ 42% 62' 88%

Sumy 226 1 263' 2851 22' 84% 59 261%
SW RDC 29 50' 7 0: 201 399% 41 1417%
Central RDC 57 001 271 271 (3 0) 526%
IOkra,ne 29458 34851 351941 34 10% 5736 195%

HB/PC June123
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FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Action No 14 - Debt Incurred by Non Budget Customers

ATTACHMENT J14A



HB/PC June123

IUkraine 295 107,5591 186' 17805411

No of Debtors Total Debt No of Debtors I Total Debt
000 UAH i 000 UAH

Donetsk 6 3,2491 251 476433
Lugansk 32 12,190 , 25': 269,199

ATTACHMENT J148

Over 1M UAH
Debts

over 100,000 & less
than 1M UAH

Kharklv 32 9,1951 10 1 114,354
Poltava 2 1,256 1 7: 19819
Sumy 21 65241 3 15424
S'"""W-T=R-.-.D=C---------=2----.,-1--;:;,3=091------..2r~-------.5 803

NOTES 1 No earlier data available at present for comparative assessment

2 Agnbusrnes IS treated as one customer In each Oblast

3 Figures may Include Budget customers

Odessa 13 3,725 5 29374
Kherson 14 5,7591 5, 64 869
Mykolaev 7 3,9271 5, 25 141

Customers with Large Electricity Debt as of· 18 June 1998

Cnmea 17 7,0
6
°
64
7

1' 7
3

1

1

93
6

,7
3
6
8

8
8Sevastopol City 2 ..

Supplier

ActIon No 14 - Summary of Arrears

FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Zaporhozle 7 3,0351 81 56,314
'Dnepropetrovsk 11 5,0591 11 1 153,825
Klrovograd 4 2,1391 71 18 001
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ATTACHMENT J18-\
Ministry of Energy of Ukl ame

Troplk. A T 331147 30 KhreshchatIk. hole\ 25260 I
tel (044)221-43-33 fa" (044)462-05-61

To Mr Kryuk.o\ ActIng State Property Fund ChalITnan

Dear Mr Krvll[..O\

In accordance \\ Ith the plan approved by the Cabmet of Mmlsters the State Propem Fund In ear!', 1997
started the pm atlzatlon of energ\ sector enterpnses, m particular the sale of shares of oblenergos on stock.

e"changes Via conmlerclul tenders and Via the PFTS

Anahsls conducted bv MmEnergo and mput from potenttallmestors e"pressmg mterest 111 the energ\
market of Ukrame mdlcates that along with positive results, there are a number of negatl\ e factors m the
process of prIvatIzatIon of electnc power compames such as
• The tenders for se\eral compames are announced at the same time (\\ Ithm one month) For e"ample

111 Ma\ tenders "ere announced for 51'( compames which decreased the pOSSible sellmg pnce for
share packages,

• The penod of tIme for conductmg a tender IS too short - one month or I 5 months - ,\hlch IS
IllSUfficlent for potentIal mvestors to objectively e\ aluate the conditIOn of a compam

• The Issue of restmcturmg the debts of compames undergomg pm atlzatlon IS not resoh ed TillS
undermmes the potentIal 1m esters mterest to partiCipate m tenders

• The lack of a relIable mechamsm ensunng mutual guarantees for the state and for the lin estor
• A lach. of clear tanff formulas the applIcatIon of which \\ould alia" the real de, elopment of the

compan, undergol11g pm atIzatlOn and the resolutIon of a number of other problems mentIOned 111

the appendl" to tlus letter

These Issues need to be resohed as qUlch.h as pOSSible at the le,el of the Verkhm na Rada Cabmet of
Mmlsters the State Propem Fund NERC and a number of Mmlstnes b, adoptmg rele, ant legal and
normatIve acts allO\,mg us to m Old at subsequent pn,atIzatlOn stages the errors made to date

r request, ou to Issue correspondmg orders "Ith regard to suspendmg the further publication of officl1l
mmOlU1cements on pm atlzatlon ofoblenergos until the Issues raIsed are resoh ed and to e\.tend for one morc
month the deadlme for conductmg the tenders alreadv announced

The anne" IS attached

MInIster 0 M Sherbersto,

Alme\. to the Mm Energo letter of 06/04/98
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On the results of prIvatization of energy sector compames
and the proposals to Improve the prIvatIzatIOn procedures

I\ccordmg to the sector s pm atIzatlon program m Janua" 1998 the SPF started to actl\ eh pm atlze eneq~"

sector compames 111 particular to sell shares of regIOnal po"er dlstnbutlOn compamcs \ Ia commercial
tenders stock. e"\.changes and \ In the PFTS

Mm Energo IS constanth anah z1I1g the sItuation m the pm atlzatlon of tlus scctor of the econom\
slmunanzmg both negatl\e and posltl\e e\.penences of conductmg tenders, and \\orkll1g 111 cooperatIOn \\lth
potential m\ estors \',ho sho\, mterest 111 operatmg m Ulra1l1e s energy market

The POSitive factors are
I A htgh le\el of mterest by potential mvestors mcludmg strategIc 11n estors Ho\\e\ er the, hal, e been
actmg so far as obseners "ho thoroughlv InvestIgate the actual status of the mdustn and the SItuatIOn 111

Ukrame on the "hole (the presentatIons of energY compames held In 1997-1998 contnbuted to sIgnIficant
e'\.panslOn of mterest)

2 Transparenc\ and openness of the mformatlOn about the mdustn and each of the campames

3 The tender terms mc1ude the state oblIgatIOn to transfer a state o\\ned share package of the relatl\ e
compam to the tender "Inner for management \\>Ithout announcmg a separate tender ThIS \\lll a11o\\ the
\\lnner to accumulate a rnaJont\ share package needed for effectl\e management Such an opportumt\
presented Itself after the VR appro\ ed the Law ofUMame' On the 1998 State Pm atlzatlon Program

The negative factors are

3 The lack. ofguarantees and obltgatlons on the part ofthe state \\1th regard to ensurmg the appropnate
conditions for the operatIOn of compames after they are sold

I
I

2

The unsatlsfacto,,' orgamzatIon procedures for the pn, atlzatlOn process

A number of Important conceptual and methodologIcal Issues are unresoh ed

I
I
I
I
I
I
I
I

The unsatIsfactory orgamzatlOnal procedures are
I I The uncoordmated actIons of the SPF and MmEnergo 111 announcmg commerCial tenders· \\hen
dunng one month share packages of a large number of compames are offered (111 I\la\ 1998 there \\ere 6
K\ 1\ Oblenergo p"k.arpattm Oblenergo Odessa Oblenergo, Kharkn Oblenergo Luhansk Oblenergo L\ 1\

Oblenergo and PoItm a Oblenergo) and at the same tlme actn e blddmg "as conducted on the stock. e......change
for shares of pO\\er dlstnbutlOn compames (m Mav 1998 - 3 Kn menergo hharhl\ Oblenergo Yoh n
Oblenergo), \\hleh under the conditIOn of a finanCial cnsls and a constant outflo" of foreign capItal from
Uhrame mil onlv create the sItuatIon "here no bIds mil be subffiltted for tcnders I e tenders \\ III not be held
or the share package \\ III be sold at pnces not only conslderablv [ower than the real \ alue but e\ en bela"
Its face \ alue Moremer the facts confirrnmg thIs already e......lst III Januan 1998 a tender \\as held for share
packages ofVol'vn Oblenergo, Zakarpatt'a Oblenergo Kw.- Oblenergo Sc\astopol Oblenergo Temoptl
Oblenergo KlrO\ohrad Oblenergo Sevastopol MIsk.energo, Temoprl Oblcnergo and Khmelmtsh
Oblenergo Share packages of onh t\\O compames - Klro\ohrad Oblenergo and Temoptl Oblener~o - \\erc
sold
The sale of shares at 1o" pnees decreases both the revenues to the state budget (sale at or belo" nommal
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pnce) nnd the capltallmested Il1 the compames

I 2 There IS no long-teml schedule (plan) for the sale of shnres of pm\ er distrIbution compnl1les \\ hlch
\\ould coordmate the Issues of share snle through tenders and stock. e'\change

I 3 Untll11el\ re\ le\\ and appro\ al ofpnvatlzatlon plans for 9 po\\er dlstnbutlon comp"mes \\lllch e\ en
before the sector pm atlzahon program \\as adopted em Isaged the retentIOn 111 stnte o\\nerShIp of 51 % of
shares mstead of 25 1%+ one share envIsaged for the other 18 compaI1les

2 The unresolved Issues of a conceptual natUle mclude

2 1 The fadure to resoh e the Issue of restmctunng enterpnse debts \\ hen the pnce of the share pacl..age
IS relatn eh high \\hlch substantlalh affects the attractIveness of the tender tor potent",l 111\ estors A..

mechalllsm needs to be put m place \\hlch \\Ill allow to set the amount of debts as of the date of sale, Ia

tender and create preferential conmtlOns for the redemptIon of debts guaranteed b\ the state The difficult'>
111 resohmg tlus Issue results from the fact that, usually, the entItles o\\ed b\ the enterpnses undergomg
pm atizatIOn are no more full', state-owned and any mfluence on them on the pnrt of the state needs to be
\\ Ithm the legal frame\\orI.. deSIgned for busmess aSSOCiatIOns

2 2 The shareholder nghts of the winner of the tender are conslderabh restncted \\ Ith regard to the
management oftl1e state-o\\ued share package \\hIch can onlv come through the appropnate legal frame\\ork

2 3 The fmlure to resoh e tl1e Issue of the guaranteed pnontv nght to bm out a state-mmed share package
at a pnce establIshed as of the date of the tender on condItIOn the \\ mner fulfilled 0\ er a penod of 3 \ ears
ItS oblIgations stIpulated bv agreement

24 Uncleamess \\1tl1 regard to the Issue of\\hICh mvestment resources (refundable or non-refundable)
and m \\hat manner ma\ be used bv the Imestor for mvestment purposes prOVided the fi'\ed tender
reqUIrements are met

I
I
I
I
I

J - )

26

Lack. of a relIable mechamsm for mutual guarantees between the state and the 111\ estor

FaIiure to resoh e the Issue of SOCIal assets belongmg to the energ\ compames

I
I
I
I
I
I
I
I

3 In terms of methodology, there may arise doubts mer some prO\ ISlons of the RegulatIOn on
commercial and non-commercial tenders WIth regard to the electnc po\\er mdustf\ \\hIch reqUires great
resources and therefore needs a \ en careful and comprehensive stud\ on the part of 1m estors mcludmg
foreIgn 1m estars ThiS mostly relates to

3 1 The time bet\\een the announcement of the tender m ne\\spapers and the submiSSion of tender
proposals Accordmg to the RegulatIOn tIus penod IS 30 days and can be reduced b\ one \\eel.. b\ the Tender
ComnussIon Apparenth tlus IS too short a tenn for the mvestor \\ho IS to resoh e thc Issue of m\ cstmg an
nmOlmt of tens of mJlhons dollars and prepare a tender proposal based on the stud\ of the 0\ crall SituatIOn
m the countf\

3 2 The duratIOn of the penod bet\\een the announcement of the \\Inner and sIgnmg of an ab'Teement
bet'>\ een tile State Propem Fund of Ukrame and the \\ mner In cases \\ hcn a forClb'l1 m\ estor IS takmg part
m a tender agreements have to assume an mternatiOnal status and be rc\ Ised b\ forcl,gn 141\\"\ ers \\hlch IS
certamh unfeaSIble 0\ er a penod of 10 da\s as stated In the Regulation
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3 3 Concerns ofm"estors are caused bv the procedures ofma"-mg refundable deposits m the amount of
10% of the InJtHlI price of the share package, ""hlch IS reqUIred for participation In the tender These are
substantwl amounts ofmonev amountmg to mIllions oflm"nas thcrefore their dcposlt for sc,eralmonths
mthout a guarantee on the part ofUkrame represents a factor \"hlch negatl\ eh aftects thc lin estor s deSIre
especlalh 111 "Ie" of Its mablht\ as It has been stated abO\e, to gam a complete understandmg about the
enterpnse

3 4 Procedures also need to be corrected that reqUIre, after the unsuccessful conduct of one or t\\O
commercial tenders to offer shares ofsuch an enterpnse for sale at a stock e.....change or \ la 0\ er-the-counter
tradmg s\stem (PFTS) ThiS "Ill lead to the enterpnses \\hlch are strateglcall\ Important for the countn
not ha\ II1g an effiCient mmer "Iule the re\ enues Will not go to mvestment

e.j. For the electriC enel gy sector, m order to ensure the appropl wte conditions fOI functlOnmg
of entelpnses after their sale, Mm Energo NERC and the NatIOnal DIspatch Center of the Energ\ Sector
heremafter - NDC (or ENERHORYNOK) should create for mvestors proper condItIons to ensure profitable
operatIOn ofpo\\er comparues The condItions mclude

Creatmg c1ear-cuttanff polIc" , embodiment mto the tanffs of a rele\ ant rate of profitablht\ "hlch
"ould a11O\" for enterpnse development restructurmg and a mechal1lsm of automatic adjustment
of retail tanffs m lIne '''Ith changes of the ENERHORYNOK \,holesale tanffs TI1IS IS a \en
Important conditlOn for mvestment attractIon for the po\\er dIstnbutIOn compames belong to
regIOnal monopolIes and the mvestors must hme guarantees that no dIscnmmaton measures \\ III
be used agamst them

POSSlbIlIt\ to conclude dIrect finanCIal agreements bet,\een the po"er generatIon and po\\er
dlstnbutlon compames \\'Ith utIlIzatIon of ENERHORYNOK as a cleanng center dUring
transmISSion ofelectnc po\\er and for pncmg ofpo\\er, ta1..mg mto account le\ els of demand and
supply

As a result of ImplementatIOn of par 3 2 - m" ahdatIon of transit accounts of po"er dlstnbutlon
compames m ENERHORYNOK E"\.lstence of such accounts IS a dIrect dIctate of the state, \\ Ith
which one could agree only m case It comes to the ENERHORYNOK members that are ful'"
state-o\\ned enterpnses, and not \\hen It comes to JV-tvpe compal1les

StrIct legal regulatIOn of mutual settlement ofta.....es (m a fonn that does not contradict the current
legIslatIon) bet\\een the state and the po\\er dtstnbutlOn compames In Situations \\hen the budget
orgal1lzatlOns fatI to pay for electnc po\\er and heatmg

Graduul transition to Cl\ Ihzed retml electnc pO\ver market m \\hlch po\\er dlstnbutlOn compumes
und mdependent pO\\er traders must use ul1lfied tanff polic\ - 1I1 such conditions a real
competition \\ III be achle, ed bet\\een the market partiCipants mespectn c of their status

The terms of de\elopment of mechamsms of settlements for the electnc po\\er consumed b\
categones of populatIon enjoymg pmlleged nghts \\Ith smooth transItion from pm Jleges to
duect SubSidIes to those enjovmg the pnvIleges

Thus to ensure ma"\.ll11um advantage for Ukrame from pm atIzatlOn m the electnc PO\\ er sector one should
de\elop and uppro\e m the shortest time a number ofnormatl\e acts \\hlch \\ould take II1tO account all the
fuctors mentioned abO\e

In the table belo\\ proposed are schedules allocation of authorities bet" een state management bodies \\ Ilh
respect to resolution of Issues related to pm atIzatlOn m the pm\er mdustn sector and 1"\ pes 0 f normatn c acts
to be Issued
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Numbcr of Issue Thc t, pc of nonnatIve act or Temlof Responsible authonh
other document de\ elopment and

(as the\ appear enforcement
111 the te,t)
I I I 2 I 3 Schedule approved b\ jOll1t 06/05/98 - SPF

Order
- Mmencrgo

2 1 Resolution of Cabmet of 06/16/98 - Cabmet of Mll1lsters
MlOlsters of Ulrame

- SPF

- Mmenergo

- MIlllstf\ of Fmance

- Mll1lstf\ of Justice
22 23 Order on PeculIantIes of 06/10/98 SPF

PrIvatizatiOn 111 ElectrIC
Power Industrv

2-t- Order on peculIarIties of 06/1 0/98 SPF
Implementatlon of th.ed
conditIons \vlth further
modIfication of the
RegulatIOn

25 Standard fomlat of 06110/98 SPF
purchase and sale
agreement approved bv the
Order

26 Order 06/10/98 SPF
3 I 323334 Order wIth further 06/10/98 SPF

modificatIOn of the
RegulatIOn

.+ I ResolutIOn of the NCRES 07/01/98 - Mmenergo

- NCRES
42 ModIficatIOns to the 07/01/98 - Mmenergo

agreement bet\'>een the
members of - NCRES
ENERHORYNOK

-NDC
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43 Cabmet of MInIsters and the 08/01198 - Cabmet of MInisters
NBU ResolutIon

-NBU

- Mmencrgo

- Mmlstf\ of Fll1ance

- NCRES

-NDC

- MIlllstf\ of Justice
44 Cabmet of Mmisters and the 06/01198 - Cabll1et of MInisters

NBU ResolutIon
- Mmenergo

- NCRES

-NDC

- Mmlstf\ of fmance

-NBU
45 The NCRES ResolutIOn 07101198 - NCRES
46 A Lm\ of Ukrame dunng 1998 - Verkhm oa Rada

- Cabmet of Mmisters

- Mmenergo

- NCRES

-NDC

- Mlnlstf\ of fmance
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I Ukrainian Power Industry (Energos) SAP and Sales
ATTACHMENT J18B

I Enterprise

Statutory Funtrreferentlal Sale
(UAH) 0/ of SF"

Auctions % of SF" Tenders % of SF" Stock Other State "itotal (without State %)
Exchan-ges % of % of of SF % of SF

PPC CC SF" SF"

SAP Sold'" SAP Sold SAP Sold SAP Sold SAP Sold SoldSAPSAPSAP

24 00% 0 00% 0 00% 0 00% 0 00% 51 00% 49 00% 25 00%

24 00% 0 00% 0 00'1 0 00% 0 00% 51 00 I 49 00 I, 25 00%

24 00% 0 00% 0 00% 0 00% 0 00% 51 00% 4900% 25 00%

24 00% 0 00% 0 00% 000% a 00% 51 00% 4900% 25 00%

30 00% 0 00% 11 23% 25B% 0 00% 25 00% 7500% 36 35%

1000% 000% 11 B2% 000% 000% 5100% 4900% 2218%

B 00% 0 00% 940% 0 00% 0 00'1 51 00% 4900% 2660%

1000% 000% 1200% 000% 000% 5100% 4900% 2157%

o00% 0 00% 0 00%

20 00% 0 00% 4 38% 2 30% 0 00 I, 51 00% 49 00% 20 78%

20 00% 0 00% 4 00 I, 4 00% 0 00% 51 00% 4900% 28 99%

20 00% 20 00% 400% 400% 0 00% 51 00% 4900% 48 96%

330% 25 00% 0 00% 400% 4 00% 0 00 I, 51 00% 49 00% 23 97%

20 00% 0 00% 400% 4 00% 0 00% 51 00 I. 4900% 2897%

20 00% 20 00% 4 52% 4 52% 0 00% 51 00% 49 00% 49 00%

2 93 I. 2000% 0000/ 4 00% 0 72% 0 00 I. 51 00% 4900% 25 65%

2000% 000% 1000% 193% 000% 51 00% 4900% 2088%

24 00% 12 00% 000% 000% 0 00% 51 00% 4900% 37 00%

35 00% 0 00% 16 53% 0 00% 0 00% 25 00% 75 00% 23 47%

36 00% 0 00% 1855% 12 00'1 0 00% 2500% 7500% 3245%

3600% 000% 15461 B42·1 000 I 2500 I, 7500% 3196%

35 00% 0 00% 16 24% 0 00% 0 00% 25 00% 75 00% 23 76%

3500% 000 I, 1799% 000% 000% 2500% 7500% 2201%

35 00% 0 00% 184B% 7 18% 0 00% 25 00% 75 00% 28 70%

3500% 000% 1667% 914% 000% 2600% 7500% 3247%

3500% 000% 1481% 1100% 000% 2600% 7500'1. 3619%

40 00% 0 00% 1432% 900% 000% 2600% 7500% 296B%

35 00% 0 00% 17 35% 10 00% 0 00% 26 00% 75 00% 32 65%

36 00% 0 00% 16 80% 0 00% 0 00% 26 00% 75 00% 23 20 I.

3500% 000% 1925% 000'1 000% 2500% 7500% 2076%

36 00% 0 00% 14 86% 0 00% 0 00% 26 00% 75 00% 24 15%

000%

000%

000%

000%

000%

000%

000%

000%

000%

000%

000%

500%

500%

543%

98 099 950 25 00% 25 00% 0 00%

2364430102500'1 2500% 000%

92 351 777 25 00% 25 00%

1279054102500% 2500%

27 091 070 33 77% 33 77%

599161702218% 2218%

30 973 660 26 60% 26 60%

44 640 000 21 57% 21 57%

20 827420

37098333 1848% 1848% 614% 000%

33 637 840 20 27% 20 27% 4 73% 4 72% a 00%

29844 000 22 55% 22 55% 245% 242% a 00%

52043780 1300% 1300% 367% 367% 333%

6722400 2331% 2331% 169% 1 66% 000%

15272 040 1648% 1648% 800% 8 00% 000%

23863800 1813% 1813% 387% 387% 300'1

311508101285%1285% 615% 611% 000%

20389165 2085% 2085% 414% 414% 000%

29829506 1694% 1694% 654% 654% 000%

141951701498% 1498% 547% 547% 000%

81 896469 1854% 1854% 500'1 500'1 000%

64135190 2079% 2079% 296% 296% 000%

23743760 1653% 1653% 548% 54B% 000%

43241 880 1852% 1852% 300% 300% 000%

52030730 1933% 1933% 400% 400% 000%

48493080 17 14% 1714% 805% 805% 000%

39660000 1423% 1423% 645% 645% 000%

521238901724% 1724% 541% 541% 000%

55240000 1640% 1640% 680% 6 BO% 000%

25 90B 875 1563% 1563% 512% 512% 000%

44 281 374 1537% 1537% 877'1 B 71% 000%

EGC Dnlproenergo

2 EGC Donbasenergo

3 EGC Centrenergo

4 EGC Zakhldenergo

5 EDC Kylvenergo

6 EDC Dmprooblenergo

7 EDC Vlnnytsaoblenergo

8 EDC Zaponzleoblenergo

9 EDC Rlvneoblenergo

10 EDC Cherkassyoblenergo

11 EDC Khmelnytskoblenergo

12 EDC Klrovogradoblenergo

13 EDC Kylvoblenergo

14 EDC Sevastopolmlskenergo

15 EDC TernopJloblenergo

16 EDC Volynoblenergo

17 EDC Zakarpattyaoblenergo

18 EDC Zhylomyroblenergo

19 EDC Chernlglvoblenergo

20 EDC Chermvtsloblenergo

21 EDC Donetskoblenergo

22 EDC Kharklvoblenergo

23 EDC Khersonoblenergo

24 EDC Krlmenergo

25 EDC Luganskoblenergo

26 EDC LVlvoblenergo

27 EDC Mykolalvoblenergo

28 EDC Odessaoblenergo

29 EDC Poltavaoblenergo

30 EDC Prykarpattyaoblenergo

31 EDC Sumyoblenergo

I
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------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 3 - JULY 1998
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Actions

I Require that all noncash
financIal settlements, mc1udmg
offsets be executed by, or on
behalf of, electnclty compames
uSing NBU bank offset
mechanism

2 For each generatIon
Company, apply all financial
resources whIch remam
avaJlable after payment of
wages repairs, and taxes to
cash fuel procurement

Recent Status / Pro~1 ess measures

• The NBU Bank offset mechanism has been approved by the Cabmet ofMmlsters The next step IS for the
National Dispatch Center (NDe) and the Market Funds Administrator to arrange to participate 10 such bank
offsets, and for Mmenergo to mstruct the oblenergos and gencos to use thIs mechamsm

• The adVisor has received roughly 90% of the mformatlOn requested m order to momtor progress on these
actIOns ThiS month, extensive analySIS has been performed and better mformatlOn IS avaIlable Information IS
still not bemg proVIded from Energoatom, however Also, the Combmed Heat and Power plant #5 ofKharklv
Oblenergo has been separated from the company and that fuel mformatlOn IS no longer available to us because
of this separatIOn We are trymg now to determme what type of separatIOn has occurred

• In June, 10 7 mIllIon UAH of cash was used to procure fuel (8 I% of total purchases of 131 mI1hon UAH) as
shown m Attachment JULY #2 ThiS does not represent a change from the situation m May but Simply reflects
a better understandmg of reportmg and analySIS Cash IS commg from Mmenergo dlstnbutlons of subsIdIes for
state owned budget enterpnses and organizatIOns to the Gencos Beyond the cash and volumes of fuel
reported herem, DerzhComReserve also pays cash for fuel dehvenes ThIS mformatlOn IS unaVaIlable to the
adVIsors but the adVisors are workIng to define these amounts

31 July I



------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 3 - JULY 1998
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I.

Actions
3 GeneratIon Compames
conduct all cash purchases of all
types of fuel f10m supphers
based on competltton

Recent Status / Prog) ess measUl es

• Mmenergo Issued an order on June 29 relatIve to cash procurement of fuel and the reqUIrement for tendenng
thIs thel The order IndIcated that a commISSIon IS to be set up by MInenergo Deputy MInIster of Fuel, and to
Include representatIves of Mmenergo legal and fuel departments and the Genco fuel representatIves The
commIssIon WIll decIde whIch tenders wIll be awarded and then the Gencos WIll sIgn the contracts ThIs
arrangement raises the question of whether Mmenergo IS attemptmg to maIntaIn control over the Genco~ rrlel
procurement because the Gencos could conduct their own tenders WIth the on-gomg lack of cash from the
Energomarket, no cash IS avaIlable from tl1l5 source for fuel procurement at thIs tIme It appears that thIs
tender effort IS credIble

• MInenergo has requested Cab1l1et ofM1I11sters to restructure UAH 562 mtllton of DerzhComReserve (State
Reserve) coal and mazut debt as of Apnl 1, 1998 ThIs request has not met wIth any actIOn by CoM, as of
yet Mmenergo has also asked CoM to meet wIth Mmenergo and DerzhComReserve to dIscuss restructunng
of thIs debt over a 5-year penod

• Cabmet ofMmlsters has ordered Mmugleprom and Mmenergo to work out a plan for washmg coal to go to
power statIOns m the future CoM has also reportedly deCIded not to Impose any further Import dutIes on coal
untIl after coal qualtty from domestIc m1l1es has been Improved and costs have been reduced

+ The Cab1l1et ofMll1lsters Issued Resolution #857 dated June 12, 1998 whIch created Ugol-Ukrame, or Coal of
Ukrame, whIch IS a new state-owned centralIzed Jomt stock fuel marketmg company to sell all Ukratman coal
productIon TIllS company WIll have more functIOns than the old Ukruglesbyt, whIch was disbanded many
months ago, and Will cont1l1ue to eXIst wlthm the structure of Mmugleprom They wtll handle settlements for
hlel sales, development ofmformatton for a rrlel balance m the country, and export and Import fuel marketmg
Coal IS mtended to be sold on an exchange ba~ls They WIll create a state leasmg fund for mmmg eqUIpment
and support coal producers at the Wholesale Electnclty Market by mfluencIng the relatIOnshIps between
L1CCtlIClty and coal pI oduct pnce~ and fultillmtergovernmental agreements on pUl chasmg or sales of coal
They WIll assIst realizatIon of a pnce polley regardmg the export and Import of coal products In short, the
monopoly statlls at the coal mdustry 1<; further perpetuated With thIS order and there IS a question of how Coal
of Ukrame mtend<; to mfluence electnclty and coal pnce relatIOnships

2
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------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 3 - JULY 1998

ActIOIlS

4 Identify as of 1 January 1998
accounts payable of electnclty
supply and generatmg
compames and proVide for thIs
debt to be rescheduled for
payment over 5 years m
accordance with the effective
law

Recent Status I Progress measUi es

• As previously reported, the Cabmet of Mmlsters Issued Resolution No 582 dated 28 Apnl 1998 which
rescheduled the generatmg companies fuel debts from 1 October 1997 to the followmg four years

• No advisor currently available to assist on this task
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REPORT NO 3 - JULY 1998

ActIOns

5 Transit to market-based retail
tarIffs accordmg to the
ElectrIcIty Law and the NERC
Issued hcenses, while provldmg
for a single tanff for the
populatIOn m the entire terntory
of Ukrame

Recent Status / Progress measures

• NERC held a semmar for the oblenergos on July 20, 1998 to prepare them for the ImplementatIOn of retail
tarIffs accordmg to the formula contamed 10 the Regulated TarIff Suppher lIcenses as reqUired by the
Electnclty Law NERC explained that the hcense-based tanff system will be Implemented on September 1,
1998 NERC requested the oblenergos to fill out 3 times 10 August a table showing the difference 10 revenues
between the current tanffs and the lIcense-based tanffs Attached are translatIOns of the materIals dlstnbuted
by NERC dunng the semInar the agenda (Attachment JULY #5A), the draft procedure for determmmg
customer classes accordmg to voltage level (ATT JULY #5B), a July 17 letter to the oblenergos Informmg
them what the actual average Wholesale Market Pnce was In June 1998 (ATT JULY #5C), the table which
NERC requested the oblenergos to fill out (ATT JULY #50), and a July 17 letter from NERC to the
oblenergos and NERC's Local Offices ordenng the submissIOn of certam InformatIOn (ATT JULY #5E)

• On 22 July the Verkhovna Rada passed Resolution #50-XIV (Attachment JULY #5F) to approve a draft law
10 the first reading Accordmg to the 24 July Issue oflntel News, If passed, this would Impose a temporary
ban on Increasmg reSidential rates for electnclty (as well as natural gas, rents, and other Vital services) pending
the government's thll reimbursement of debts for wages, salarIes, penSIOns, and other social benefits Rates
would be frozen at their June 1, 1998 levels As reported In May, resIdential rates were Increased effective
May 1, 1998 by 22 to 35%, dependmg on the type of service proVided There were no specific plans to
mcrease electnclty rates In the near future so thiS "temporary ban" IS not expected to have any near term
effects however, It IS not 10 keeping With the overall restructunng process of the power sector Intel News
also discussed another facet of thIs law that would not allow utlhty compames to deny services to UkraImans
WIth wage arrears No action IS expected on thiS law untIl the Verkhovna Rada reconvenes 10 September
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ActIOns

6 Determme amounts due from
all electricity "uppher" and to all
generators accordmg to the
Wholesale Market Rules
Enforce provIsions for all
payments received by
Wholesale Market Members to
be dlstnbuted accordmg to
Market Funds Admmlstratlon
Procedure

7 Draft and submit for
conSideration In hne With the
e::.tabhshed procedure law to
cancel pnvdeged elew JClty
tariffs based on the
tKCUp,\IIOn,\! Plll1Clple <llld 10

set and enforce consumptIOn
111mb (or all rcmamIng c1cl::'<;c..,

of privIleged Cll"tomer"

Recent Status / PI ogless measures

• Under the Market Rules, The System Settlement Admmlstrator should schedule generatIOn on the basIs of
pnce and aVailabilIty bids submitted by generators Under the current arrangements, an ExecutIve Committee
ofMmenergo meets dally and may adjust generator avadablhty declarations for the purpose of schedulmg
generatIOn to optImIse fuel stocks The Wholesale Purchase Price (WPP) IS therefore calculated on the basIs
ofgenerator aVailabIlitIes determmed by Mmenergo and not by the generators themselves

• NDC IS unable to calculate the uphft element of the Wholesale sellIng pnce (WSP) m accordance wIth the
Market Rules NDC does not currently have an operational DIspatch Log system, whIch would record the
mstructlons sent by the DIspatcher to generators Therefore, constramt payments and block failure penaltIes
are not correctly determ10ed and as a result, NDC sets the constramt payments and fines equal to zero The
uplIft element of the WSP does not therefore contam all of the elements set out 10 the market rules

• Zhltomlr Oblenergo reported that the Oblast made a 1 8 mIllIon UAH payment on ItS electnclty debt and was
10structed by Mmenergo to make the payment dIrect to a Mmenergo fuel account as opposed to flowmg It
through the Market Funds Procedure ThIS IS an example of government polIcy bemg In conflIct With the
operatIOn of the MFP

• In June, the Cabmet ofMlmsters approved a draft law to cancel priVileged tanffs based on occupation (See
Attachment July #7) ThiS draft law would change II eXistIng laws for the various occupatIOnal privileges
ThiS draft law has been Included In the session of the Verkhovna Rada but wIll probably not be acted upon
until September
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Acttons

8 Oblenel gas to promptly
termmate service to all
defaulters except as provided by
the Law of Ukrame and local
adnlllll~tratlon~ IIlterlelll1g with
thiS process are to be
prosecuted

9 LImIt supply of electnclty to
budget-funded customers to no
more than the actual amount
provIded for 111 cost estImates
for thIS purpose

10 Transfer the Market Funds
AdminIstrator from NDC to a
new, NERC-hcensed
Energomarket Entel pnse

Recent Status / Progl ess measures

• As of9 July, nonresidentIal debtors owed 3 08 billIon UAH, of which 22 billIon UAH (72%) was owed by
debtors who nonetheless contmue to receIve electnclty servIce ThiS IS a slIght Improvement over the pnor
month, when nonresIdentIal debt was 3 01 billion UAH and 74% of defaulters contmued to receive service

• The debt level for National Budget customers mcreased by 4 4 millIon UAH (3 8 %) to 1209 millIon UAH In
thiS reportmg penod Smce the begmnmg of the year, the debt level grew by 41 3 mIllion UAH or 52% The
detatled informatIOn by oblenergo can be seen 111 Attachment JULY #9A

• On the Local budget level, the SituatIOn IS more pOSItive Local budget customer debt decreased 11 3 millIon
UAR (125%) to 79 7 million UAR ThIS bnngs the debt level for thIS class of customers to approxImately
the level at the begmmng of the year (See Attachment JULY #9B)

• As previously reported, on 15 Apnl 1998 MlI1energo Issued an order requmng that, wtthm one month, NDC
prepare a plan for creatIOn of Energomarket State Enterpnse

• In July Mmenergo deCided to create "Ukrenergo", a new State legal entIty ThiS entity would perform the
functIons currently bemg performed by the HIgh Voltage Network and NDe InSide Ukrenergo an
Independent department "Energomarkct" would be created to perform the functions of the Market Funds
Admmlstrator, System Settlement AdminIstrator, Accountmg, ClaImmg and Secretanat The AntImonopoly
COl1l1l11ttee ~tated they would applOve thiS change If the Energomarket Board agrees with the change
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ActIOns

II FormalIze and enforce
compubory use at c1eanng
accounts for all Oblenergos'
receIpt" specIfied m the
Wholesale Market Funds
Admmlstratlon Procedure

12 Prepare PIOposltlOns to the
Rada to renew responSIbIlity for
non-timely electnclty payments
by budget organIzatIOns and
reSidential customers

Recent Status / Pro~ress measUl es
+ Cleanng Accounts are bemg used by most Oblenergos, however It appears that not all customers are bemg

allowed to pay mto the c1eanng accounts Zhltomlr Oblenergo recently reported that the Oblast government
tned to pay Its bIll to the c1eanng account but was mstructed by Mmenergo to mstead pay It to the Mmenergo
Fuel account ThIS payment of 1 8m UAH was thus completely removed from the Market Funds Procedure
The adVisor IS contmumg to mvestlgate thiS Situation

• Cash collections through the Market Funds Procedure by each oblenergo except Klevenergo, as reported by
NnC, are shown m Attachment JULY # 11 Cash collectIOns from customers to the cleanng accounts were
54 3 mdlIon UAH m June, which IS 9 8% of sales ThiS mcludes cash revenues for energy sales All cash
receipts of the oblenergos (as reported m the Key Fmanclal Indicators table) total 11 1% of sales The 1 3%
differential represents receIpts for non-energy servIces such as connection charges, penalties etc

• Mmenergo has performed an analysIs of the legislative acts regulatmg fines for nonpayment of electnclty
Today, there are no lImitatIOns for ImpOSItIon offines from budget-financed mstltutlOns If such proVISIOn IS
mcluded mto the contract between a supplIer and a consumer

• Mmenergo has drafted a law and submItted It to the Cabmet ofMmlsters, whIch would mvalIdate the current
law prohlbltmg fines for mdlvlduals for late payments Attachment JULY # 12 contams the letter from
Mmenergo and the draft law

7

3 I July I



------------------FINANCIAL RECOVERY PLAN
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REPORT NO 3 - JULY 1998

ActIOns

13 For all defaulted state and
locdl budget-funded IllstltutlOn"
and orgamzatlons Identity and
e;\ecute offsets with the
electnclty supply companIes
For all defaulted
state-controlled enterpnses
Identity and execute offsets with
the electrICity supply companIes
usmg the NBU bank offset
mechamsm

Recent Status / Progress measUl es

• UntIl 1997 the state and local budgets did not speclty the allocatIOn for electrICity and heat separately from
other e\.penses ThiS was obtamed for the first time In 1998 as desCrIbed m Attachment JULY #13 A

• Mmenergo confirmed that budget offset mechanIsms have been approved However these om,ets pertam to
current consumption as well as pnor debt These mechalllsms will be applied to all mllllstnes startmg With the
ones submlttmg the data first See Attachment JULY #13B, a letter from Mmenergo Deputy Mmlster
Darchuck As of July 8, 26 out of 120 mlnIstncs have submitted outstandmg debt detaIls from their
subordmate orgamzatlons

• For defaulted state-controlled enterpnses, Mmenergo has agreed to undertake the followmg steps

I Classlty debtors m major categones (mdustnal, agnculture, communal services, etc) accordmg to
credltworthmess and practical measures to collect debts,

2 Identity speCific measures to be taken for each category (future, arrears),
3 Identity those measures which are outSide Mmenergo's mfluence and undertake actions to ensure these are

followed-up,
4 Assign all other measures to MmeneI go staft,
5 Elaborate a detaIled actIOn plan for each category,
6 Establish a progress mOnItonng scheme for the use of Mmenergo
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REPORT NO 3 - JULY 1998

ActIOns

14 For major nonbudget
customers who are receivIng
electnclty service, Identify
arrears over 3 months and
reschedule them as legally
enforceable, mterest bearrng
saleable debt mstl uments

Recent Status / Progress measures

• Nonbudget-funded customer debt reached 2 1 blllJon UAH at July 1 It Increased less than 1% m the current
month but IS 19% higher than 1/1/98 The data by Oblenergo IS contamed m Attachment JULY #14A ThIs
table IS slgmficantly dIfferent from last month's due to a review of the mformatlon received from Mmenergo
Last month, the debt mformatlOn was for both electric and heat This month, the advisor was able to clarify
the source of data and ellmmate heat debt

• InformatIOn on large debtors IS shown In Attachment JULY #14B 175 customers had mdlvldual debts over I
millIon UAH for a total of 1 73 bllhon UAH These amounts are shghtly lower than for the prevIOus month
(186 customers and I 78 bllhon UAR) Similarly, for those customers with indIvidual debts between 100 000
and 1,000,000 UAH, the number of debtors (282 thIS peflod vs 295 last peflod) and the total debt (10 I vs
108 mIllIon UAH) IS down slIghtly from last month

• Mmenergo has drafted a PreSidential Decree for creatmg a legal baSIS for Improvmg collections (See
Attachment July #14C) ThIS Includes the followlllg features

1 IndustrIal clIstomers Supply contracts wIth pre-payment clause and bank guarantee, or Jomt guarantee
customerlbank (agency agreement)

2 State and local budget funded customers u::,e of Treasury BIlls, mUl1lclpal bonds or SImilar secuntles backed
by local admInistratIOns (to be used In connection With taxes and duties)

3 Use of customer promIssory notes and generatIOn company transfer notes
To date no actIOn has been taken on the draft PresIdential decree Some of the measures may reqUIre change::,
In eXlstmg laws
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REPORT NO 3 - JULY 1998

ACtlOllS

15 EstablIsh collectIon
departments wIth lItIgatIOn
"taff<; at all oblenergo<; to take
vigorous, systematIc legal
actIons In the court agaInst all
defaulters

16 Assure financmg to pay
budget arrears for electnclty
and heat wIthm 5 years by
means mcludmg Treasury
pron11Ssory note program and
promissory notes of local state
admmlstratlons

17 Transfer to WInners of
competitIons and tenders
management of state owned
blocks of shares 111 the
Electnclty Compames to be
prIvatIzed, u"lIlg Section 104 ot
the State Pllvatlzatlon Program
provldmg for the control
II1tLlL..,t to l1L hLid h, \Jl\L..,tOl'"

Rcccllt Status / Pr02:1 ess rneasUl es

• As prevIously reported, most oblenergos have the reqlllred orgamzatlOn for systematIc follow-up of debts and
several are currently working WIth local prosecutor offices to take legal actIon agamst defaulters Also, some
oblenergos are consldenng the addItIon oflegal staff to theIr collectIOn teams

• Some oblenergos are establishIng specIal collectIOn departments The adVIsor IS workmg WIth Khmelmtsky
and L'vlV Oblenergos to assIst m these efforts

• Under the draft of the IMF EAtended Fund Faclltty, the Supplemental Budget IS to contam 90 millton UAH m
the second half of 1998 for budget arrears to the electncIty sector For the 1999 budget the requIred amount
IS 180 mIllIon UAH

• A draft Contract for the Management of State Shares (by the WInners of tenders) has been completed and IS

bemg cIrculated amongst the donors/consultants for comments

• FulfillIng ResolutIon No 1065 (Attachment JULY #17A) of the CabInet ofMlmsters, the SPF had requested
all JOll1t-stock compames havmg over 10% of theIr eqlllty In state ownership to call general shareholder
meetIngs WIthIn a three-week term and add to theIr statutory documents a pI oVlslon stlpulatmg oblIgatory
allocatIon of at least 25% of the net profit for payment of diVIdends In thiS way the state IS trymg to secure
an additIOnal "'Olll ce of ca::.h 1I1ilow::. 1I1tO the ::.tate budget For background informatIon concernmg thIS
resolution see Attachment JULY # 178, an artIcle from the 9 June 1998 Investltslonnaya Gazeta
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ActIOns

18 r or all Oblenergos, sell by
open tenders or competitions
agamst mvestment
commitments on a schedule
specified by the SPF and
Mmenergo, at least 25% of the
shares plus one share, provldmg
for a possibility of transfernng
management of ::otate shares to
the wmner Provide by the
terms of tenders and
competlttOlb tal an amount not
less than the Initial sellmg pnce
to go for compames'
development For effiCient sale
of shares, divIde oblenergos
mto two groups

Recent Status / Progress meaSUI es

• The Cabmet of Mmlsters approved a reduction of state owned holdmgs m all remammg (those whIch had not
already been reduced) oblenergos from 51 % to 25%+one share Attachment JULY#18 shows the Share
AllocatIOn Plans (SAP) and sales mformatlOn for the Ukrainian Power Sector ThiS table shows some
oblenergo state ownership percentages at 51 % smce reVISions by the SPF to thelT SAPs al e pendmg

• The State Property Fund has extended the blddmg penod for the Mykohavoblenergo and Chermvtsyoblenergo
tenders from 30 days to 90 days, giVing potenttal mvestors more time to prepare bids

• SIX tenders for large oblenergo share packages have been completed to date In late June, the State Property
Fund approved the wmners of the tenders for Sumyoblenergo (the Arsenal company), Chermglvoblenergo
(Autoalhance Invest), and Pnkarpattyaoblenergo (UkraIman Secuntles)
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ActIOns

19 Sell at least 24% of 4 fossil
generators agall1st IOvestment
commItments by tenders and
competttJons Provide by the
terms of tenders and
competitIOns for an amount not
less than 50% of the IOltIal
seIlIng pnce for compames'
development

20 Review the results of Items
17-19 of thiS Plan's
ImplementatIOn and prepare
draft electriCIty company
pnvatlzatlOn plan for 1999 for
consideratIOn b)' CoM

21 Fmanctal Recovery
C01111111 ...... lOn (''fRC") to control
Implementation of the Fmanclal
Recovery Plan and report
quarterly to the CoM on the
PI oce~~ ot Ib nllP!eI11Cntation

Recent Status / Pro2ress measures

• The donor supported RegulatIOn on Tenders for (InternatIOnal) advisors to conduct sales of large state share
packages In strategic enterpnses (mcludmg gencos) was approved by the State Property Fund and regIstered
by the MinIstry of Justice on July 3, and the former counselors (auctioneers) Will have to go through another
tender for the selectton of the authorized SPF representatIves entitled to conduct these tenders

• The accompanying donor Suppolied RegulatIOn on Tenders for the sale oflarge state share packages In

strategic enterpnses (mcludmg gencos) was approved by the State Property Fund and registered by the
MInistry of Justtce on July 3

+ In July, the SPF approved revIsed shat e allocatIOn plans of all generation compames, plannmg to sell them all
on open-tenders except for Dmproenergo whIch WIll be sold on a non-commerczal tender

• No action expected until September

• At the end of June the Ukrainian FRe management process was revIsed to prOVide for monthly mstead of
wee1-.Jy FRC meetmgs chaired by Mr Golubchen1-.o, WIth mtenm semI-monthly meetmgs chaired by Mr
Tygypko
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ActIOns Recent Status / Proeress measUi es

22 Prepare financial • The "Key Fmanclal IndIcators and Benchmarks" table IS bemg dlstnbuted wIth thIs report
performance IndIcators of the
Industry's financial recovery
process as set forth 111 the
AppendIX

23 Draft appeal to the World • The EMDP reinstatement decIsIon date has been moved from 15 August to 15 October
Bank. to reInstate EMDP loan
based on InItIal performance of
thIS FmancIaI Recovery Plan,
mcludIng a request for
reallocatlOn of loan proceeds
for acqUIsItIOn of metenng and
commUnIcatIons technology
reqUIred to Implement hourly
tanffs and voluntary demand
curtaIlment
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UKRAINE POWER SECTOR

FINANCIAL RECOVERY PLAN

KEY FINANCIAL INDICATORS AND BENCHMARKS
28 Jul 98

I Oblenergo electncltv collection r1te (0 transit
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Note The payments collection benchmarks for Energoatom are to be finalized follOWing EBRD s Operation Commission review of the proposed Khmelnltsky 2/Rovno 4 nucleae completion project
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Units Coal, Mazut I Natural Gas Total
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Volume
Fuel Cost
Payment by Cash
Payment by Offset
Payment by Debt

I
I

I FinancIal and Procurement Statistics

Cash Available for Payment

I Total

I
I

Other Procurement Methods

I

I Calonfic Value

Competitive Tender
Volume
Fuel Cost
Payment by Cash
Payment by Offset
Payment by Debt

___ - J ..... ,-W • .... .I~ \J~"''''''''I'''''~

I Fuel Procurement Methods and Payment Mechamsm Summary
All Genco Thermal Power Stations

for the month of

I June-98

~-----~-----:-------

I
Cost Per tonne Per 000 em - Hryvna
Cost Per Unit of Energy - Hryvna/mm Keal
Cost Per Unit of Energy - $/mm BTU
rtAemo Foregln Exheange Rate (May 98 rate)

I

I Total - Percent
Payment by Cash
Payment by Offset
Payment by Debt

Hryvna
Hryvna
Hryvna

105%1
,

84% 00%1 81%
438% 06%1 476%' 403%

478%1
, ,

888%1 524% 515%
100 0%1 100 0%, 1000% 1000%

72 209 181
1551 2317 2234

1 91 285 274
205

I
I
I
I
I



AGENDA

ATTACHMENT JULY #5A

DISCUSSIon
Implementmg the calculatIOn of the retaIl tanff I K Gorokhova 12 30
m parallel mode III comphance with the
ConditIOns and Rules of carrymg out Yu 0 Nosulko
entrepreneunal activity engaged m electnclty
supply at regulated tariff
Carrymg out calculatIOns of tanffs for all groups of
customers accordmg to the formula pursuant to the
Conditions and Rules of carrymg out
entrepreneunal activity engaged m electnclty
supply at regulated tanff
Submlttmg reports to the NERC on calculatIons
accordmg to Item 31m order to analyze the
effects of settmg tanffs for all groups of customers
accordmg to the formula pursuant to the
Conditions and Rules of carrymg out
entrepreneunal actiVIty engaged In electnclty
supply at regulated tanff
Output data for calculations of market retaIl tanffs
for customers
DetermmIng the retail tanff for reSidential
customers Calculation of SubSidIes

Meetmg, July 20, 1998

11 30

11 0001 Gndasov
V D Bondarenko
L P Stelyuk

Ye L Arbuzov

AscertaInIng the necessity for approval of such
claSSificatIOn legitimacy by the NERC

InauguratIOn of the Meetmg
Introduction by the Member of the NERC
IntroductIOn by the Deputy MInister ofEnergy
Determmmg customer groups accordmg to
voltage classes

FamIlIanzIng with the developed Procedure of
determInIng customer groups accordIng to voltage
classes DISCUSSIon
IdentifyIng the actual claSSIficatIOn of customers
made In June-july

34

3 3

2 I

22

32

3 I

3

1
1 1
1 2
2

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

35 Regroupmg customers accordmg to voltage
classes NecessIty to analyze the redlstnbutIOn of
costs PossIbIlIty to revise transmISSion and supply
tanffs
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ATTACHMENT JULY #58

APPROVED
by the ResolutIOn of the National
Electnclty Regulatory Commission
of Ukrame
dated 1998, No ---

Procedure of Determmmg Customer Classes accordmg to Voltage Level

1 The Procedure ofdetermmmg customer classes accordmg to voltage level at the gnd dlstnbutlOn
pomts comphes wIth CondItIOns and Rules to carry out entrepreneunal actIVIt" m transmISSIOn of
electncity by local electnclty networks, approved by the ResolutIOn of the NatIOnal ElectncIty
Regulatory COmmIssion ofUkrame, No 15, of 13 June 1998, and ConditIOns and Rules to carry out
entrepreneunal actIVIty m supply of electnclty at regulated tanff, approved by the ResolutIOn of the
NatIOnal Electnclty Regulatory CommIssion of Ukrame, No 1311, of 13 June 1998

2 All customers are grouped mto 2 classes accordmg to voltage level at the grId dIstnbutlOn pomts
of electnclty supplymg systems

1'1 class mcludes customers recelvmg electnclty from electnclty supplymg company with a 'voltage
level over 10 kV at the gnd dIstnbutlOn pomt,

2nd class covers customers recelvmg electncity from electncity supplymg company WIth a 'voltage
level of 10 kV and lower at the gnd dIstnbutlOn pomt

3 Customers WhICh receIve electrICity from electnc power plant buses, as well as from buses of
substatIOns of the electnc power system pertam to customers of class 1 Irrespective of the \ oltage
level at the grId dlstnbutIOn pomt

4 EXIstmg tanff groups remam temporanly wlthm each class of customers

5 If the customer has severallme connectIOns WIth dIfferent voltage level, the customer class shall
be determmed accordmg to voltage level of Ime connectIons which pro\lde major amount of
electncity for Its operatmg needs
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Customer s installatIOns connected to lme connectIons wIth a voltage level at the grid dIstributIOn
pomt dIfferent from the voltage level taken as the basIs m determining the customer class can be rated
In the Electnclty UtlltzatIOn Agreement to a separate class and appropnate tanff group

Settlements for electnclty consumed shall be effected accord1Og to meter readlOgS under tanffs set
for appropnate customer class and tanff group

6 If the customer has entItIes terntonally separated (such as shops, subdIVISIOns) and not connected
to a common dlstnbutlon system, the class for these entItles shall be determmed accordmg to voltage
level at the gnd dlstnbutIOn pomts of the electnclty supply10g company and such separated entIty

7 The customer class for sub-customers shall be determ10ed accordmg to the class of malO customer
IrrespettIve of the voltage level at the gnd dlstnbutIOn pomts of the electnclty supplymg systems of
the mam customer and sub-customer In tlus case, a sub-customer (except reSIdentIal customers) shall
pay expenses of the mam customer on the electricIty transmISSIon by ItS networks 10 compltance with
the terms and condItIons of the Agreement and eXlstmg Electnclty UtIlIzatIOn Code

8 Customers wluch pay for electriCity consumed at tanffs differentiated by penods of tIme shall mah.e
payments for electnclty consumed m comphance With the ResolutIon of the NatIonal Electnclt\
Regulatory CommIssIon of Ukrame
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ATTACHMENT JULY #5C

NATIONAL ELECTRICITY REGULATORY COMMISSION OF UKRAINE

(NERC)

To the State Jomt-Stock ElectrICIty Supplymg Compames

No 05-34-06/948 of 17 July 1998

On the Average Wholesale Market PrIce

The NatIonal ElectrICIty Regulatory ConurusslOn of Ukrame (NERC) mforms that the actual average
wholesale pnce of electnCIty sold from the Wholesale market whIch was calculated In compliance
WIth the Market Rules made 65 72 hrn /MWh m June 1998

o Gndasov, Member of the CommIssIon



-------------------
ATTACHMENT JULY #50

State Jomt-Stoch. ElectrIcity Supplymg Company

r----------,
I
I
I
I

Settlement penod !!
I
I

Wholesale market pnce !!
I
I

Volume of purchases from the Wholesale Electnclty MarKer------
J

Pnce of mdependent producer*

Volume of purchases from the mdependent producer

Average purchase pnce

Loss factor

Local networks' transmission tariff

Supply tann

1'1 class

2nd class

1'1 class

2nd cIa'>'>

1'1 class

2
nd cIa""

r----------,
I I
I I
I I
I IL.. J

r----------,
I I
I 1
I I
I IL J

r----------,
I I
[ I
I I
I IL J



-------------------
Customers Volume of EXIstmg tanff , Sales at Retatl pnce Sales at calculated DeviatIOn 0

electnclty eXlstmg accOl dmg to the tanffs
consumed ResolutIOn No tanffs formula

658 of OS/22/98
I 2 3 4 5 6 7

1 Indu~tnal cll"tomer~ dnd slll1llar
ones with N>750 kVA

1'1 class
211

<1 class

2 Industnal cllstomel s and SimIlar
ones With N<750 kVA

1.1 class
211

<1 class

3 Electnc rail transport
1.1 class

2nd class
I 2 3 4 5 6 7

4 Electnc City transport
1'( class

2"d class

5 Non-mdustnal customers
1'1 class

2nd class

6 Agncultural entitles
1.1 class

211
\1 lLl""

7 Internal consumption
1'1 class

211<1 cia,>,>

1-7 GI OUIl '.otal
S RL"ldentl<l1 cu"tnmer"l



-------------------
mcludmg urban

rural
9 Settlements

mcludmg urban
rural

8-9 GI oup Total
TOTAL

Independent producer (or CHPs of the state Jomt-stock electnclty supplymg compames) IS a producer that does not sel1 electnclty to
the Wholesale electnclty market of Ukrame

'""
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ATTACHMENT JULY #5E

NATIONAL ELECTRICITY REGULATORY COMMISSION OF UKRAINE

(NERC)

To Heads of the State Jomt-Stock Electnclty Supplymg Compames

Local Offices of the NERC

No 05-34-06/950 OF 17 JULY 1998

On the Procedure of Dehvenng InformatIOn

The NatIOnal ElectncIty Regulatory ComrmssIOn of Ukrame bmds the followmg

In order to SimplIfy the procedure of cIrculatIOn of documents, mformatlon shall be sent, pursuant
to ResolutIons of the NERC No 701 and No 703 of25 May 1998, bye-mall withm the establIshed
term WIth subsequent wntten confirmatIon

Statistical reportmg of the NERC (forms 8, 9, 10, 11) shall be submItted for the first half-year of
1998 by 15 August 1998 by mati

o Gndasov, Member of the CommIssIOn
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ATTACHMENT JULY #5F

Verkhovna Rada of Ukrame

RESOLUTION # 50-XIV

On the Draft Law on Temporary ProhIbitIon to Raise Pnces and Tanffs on the Housmg and
MUniCIpal ServIces and Pubhc TransportatIOn ProvIded to the CItIzens of Ukrame

KIev, July 22, 1998

Verkhovna Rada of Ukrame hereby RESOLYES

To approve the Draft Law Temporary ProhIbItIon to Raise Pnces and Tanffs on the Housmg and
MUnicIpal ServIces and Public TransportatIon ProvIded to the CItizens of Ukrame 10 Its first
readmg,

2 To entrust the Verkhovna Rada SOCial Policy and Labor CommIttee WIth a responsIbIlIty to
finalIze the aforesaId Draft Law and submIt It to the consIderatIon of Verkhovna Rada for the
second readmg

o TKACHENKO,

Chairman of Verkhovna Rada of Ukrame
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ATTACHMENT JULY #7

DRAFT

LAW OF UKRAINE

On Changes III Some LegislatIOn Acts of Ukrame
on PrIvIleges m Payments for Consumed ElectrIcity

With the aim of regulatmg the pnvileges m payments for consumed electrIcity the ParlIament of
Ukrame hereby resolves

ITo make changes m such legislatIOn acts of Ukrame

The 4th part of Article 22 of the Law of Ukrame "On MIlItia" (Vldomostl Verkhovnoyt Radv of
UkrSSR, 1991, No 4, Article 20, Vldomostl VerkhovnoYI Rady Ukramy, 1992, No 36, Article
526) shall be supplemented after words "pubhc services" With "except the payment for electnclt"

2 In the 4t11 part of Article 49 of the Law of Ukrame "On Pubhc Prosecutor's Office' (Vldomostl
VerkhovnoyI Rady Ukramy, 1991, No 53, Article 793,1993, No 50, Article 474) words' electrIc
and" shall be deleted

3 The 1st paragraph of Item 11 of the 1'1 part 1, Article 20 of the Law of Ukrame "On the Status
and Social ProtectIon of CItizens Suffered from Chemobyl Catastrophe" (Vldomostl VerkhovnoVI
Rady Ukramy, 1992, No 13, Article 178, 1996, No 35, Article 162) shall be supplemented as
follows "Payment for the use of electrIcity shall be effected wlthm the rates specified by the
current legislatIOn '

4 In Item 6 of Article 12 of the Law ofUkrame "On Social and Legal Protection of ServIcemen and
Members ofTheir FamIlies" (Vldomostl Verkhovnoyl Rady Ukramy, 1992 No 15 Article 190)
the word "eIectnc" shall be deleted and supplemented after words "other services' With except
the electnclty"

The Article shall be added as follows

'Payment for the use ofelectnclty by parents and members of the families of servIcemen v. ho dIed
or were rrussmg m action or became disabled dunng I111htary service shall be effected m the amount
of 50 % of the fixed amount of payment wlthm the rates specified by the current legislatIon

5 In the 6th part of Article 8 of the Law of Ukrame "On Vetennary Medlcme" (Vldomostl
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VerkhovnoYI Rady Ukramy 1997, No 7, ArtIcle 56) words "and IIght10g shall be deleted

6 In the 2nd paragraph of Item 9 of ArtIcle 44 of the Law of Ukrame On the Status of Judges
(Vldomostl VerkhovnoYI Rady Ukramy, 1993, No 8, Article 56, 1994, No 26 ArtIcle 203)
words "electnc and' shall be deleted

7 The 6th part of Article 22 of the Law of Ukrame "On Fire Safety" (Vldomostl VerkhovnoYI Rad'r
Ukramy, 1994, No 5 Article 21) shall be supplemented after words "public servIces' wIth' except
the payment for electncIty"

8 In Article 12 of the Law of Ukrame "On the Pnonty of SocIal Development of Villages and
Agromdustnal Complex 10 the NatIOnal Economy" " (Vldomostl VerkhovnoYI Rady Ukramy,
1992, No 32, Article 453)

words "privileges for electricity and" m the title shall be deleted,

the 1'\ 2nd
, and 3rd parts shan be deleted,

words "or emergence" m the 4th part shall be deleted, and "The MInIstry of Energy and
ElectnficatlOn of Ukrame" shall be changed for "The MInIstry of Energy of Ukrame"

9 In the 4tl1 part of Article 57 ofthe Law of Ukrame "On Education" (Vldomostl Verkhovnoyl Radv
Ukramy, 1996, No 21, Article 84) words "and IIghtmg" shall be deleted

I0 In the 2nd part of Article 29 of Prmclples of the LegislatIOn of Ukrame 'On Culture
(Vldomostl VerkhovnoYI Rady Ukramy, 1992, No 21, ArtIcle 294) words "and lIghtmg shall
be deleted

II In Item "?" of Article 77 ofPnnclples of the LegislatIOn of Ukrame "On Health Protection'
(Vldomostl Verkhovnoyl Rady Ukramy, 1993, No 4, Article 19) words "and lIghtmg" shall
be deleted

II ThiS Law shall come mto force from the date of ItS promulgatIOn

L Kuchma, President of Ukrame
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See NOTES below for detailed deSCription of each Item required
1 2

Debtors In default
I but not disconnected I

At
09-Jul-98

I Report for perIod endrng

I
I Suppliers

Crimea

I Sevastopol City
Khmelnrtsky
VJnnltsa
Ternopil

I Chermvtsy
Zaporhozle

No

3139
191 1

1110,
12611

780 1

483'
2573

09..Jul-98

3

% change At % change
from Jan 98 09-Jul 98 1 from Jan 98

22% 145650 i 325%
44% 118161 -123%

-142% 20028 398%
25 8% 27793 36 5%
-106% 254951 594%
158% 149291 577%
195% 75955! -50%

4 5
Debtors disconnected

as at 09 July 1998
No % of Debt % of
of Total Total

,
Debtors Debtors OOOUAH I Debt

1192 275% 72657 333%
65 254% 3846' 246%

411 270% 90641 312%
768 379% 89031 243%
426 353% 122531 325%
368 432% 4529 233%
589 186% 7671 92%

276%

257%

283%

179%
197%
57%
151%
554%
199%
116%
204%
175%

2733i

1

29941
5242
1284 1

8033
92715

79461

176451
7503
61131

8701561

7742601325%

324 216%
735 324%
214 154%
571 307%

1784 467%
184 280%
799 301%
504 240%
584 294%

1 143%

17774 310%

18460188% I

173%

854%

267%
1066%
235%
104%
143%

1907%
179%
48%
403%

71731
I

o I
13725
21308
21093
450921
74554

1
31928

134522
292161
28770

22099291

2237429'

1173, 191%
15311 245%
11801 297%
1291 : 44%
20341 282%
4731 216%

1857 -226%
15981 190%
1401 196%

6 500%

39485 57%

38363 27%Prior Period

Dnepropetrovsk 30871 -21% 265945 05% I 765 199% 38625 i 127%1 ,
Klrovograd 7401 82%

I
26450 593% I 657 470% 158011 374%,

Donetsk 2025! -40% 563716 85%
I

1373 404%
I

385197 1 406%
Lugansk : 1691 I 138% I 300914 293% 1025' 377% 77429, 205%,
Kylvenergo

1
731 , 164% 132982 202% 305 294% I 12017

1
83%

Kylvoblenergo , 2037
1

116% 29680 465% 986 326% 1 14234 1 324%,
Cherkasy 2322 229% 68133 686% 682 227% 1 220811 245%
Zhltomlr 734

1
87% 9089 112% 547, 427% 1 6340 I 41 1%

164471
,

Chernrglv 931 I 30% 271% 829 471% I 149261 476%
LVIV 1910

1

-36% 56319! 160% 604 240% 1 85441 132%
1 I

Rlvne 1196 20% , 112 7 -41% 482 287% 3831 255%

I Current period

I
NOTES

I
SW ROC,
TOTALS

I
Prykarpatye
Zakarpatye

I Volyn
Odessa
Kherson

I
Mykolaev
Kharklv
Poltava
Sumy

I
I

1 1 Regulated Tariff Supplier
I Col Detailed descrlptron

No 1

2 Total number of customers provided with electricity service (above emergency level) while In default

I 3 Cumulative Value of electricity provided to customers that Supplier IS entitled to disconnect but not dIsconnected
_-------47-~To=;t.::,al:::n:::um':T-:be,:,r=of;:-:c=-u::,:,st,.:.om:,==er::::s=rdILSC!::0-'-n":':ne:::c;::te-::i'd::"'o='::r o:'::n:'::e:":':m=:e:"::rg':':e':'::ncy::"':;:le:'<:v~el;'=s:':"erv=lce':':'::::on:=i-ly~-==-='::':"::'="::":""::":~'::":"":=-=--:":"::":'=-=-'--------

5 Total Cumulative Value of electnclty services owed by customers disconnected or on emergency level service

I
I
I
I
I ./



I Action No 9 - Supply to National Budget Customers

% change from , +/- year to date
Jun 1'98 M UAH Jan 1 98
107% 221 409%
38% 106 530%
42% 231' 1216%
68% 102 283%
238% 1 41 7050%
289% 1 21' 4043%
129% 0341 71%
-168% 1 32 , 389%
17% 012 : 71%
00% 390 i 1083%
-09% 2171 434%
247% 387 , 993%
-39% 2881 994%
-164% 1 791 2232%
-551% (1 58) -570%
-22% 095 i 860%
113% 1 561 294%
83% 059 r 839%

-283% (0 10) 96%
-275% 0591 257%
-163% 043' 307%
74% 356 829%
431% 366, 1016%
29% 350 1250%
191% (026) -23%
37% 1 83: 914%
69% 1 26 1399%

-337% (034) -341%

38% 4126 518%

017
029
031'
034 1

172:
0141
014'

(034)

0541
2181
0181

074,
011

1541
(0 23~

(0 51~
(146j
(005)
070;
010 I

(0 36~

(1 10)
(0 36~

0591
(095)
003 i
000 I

(0 07)

440

M UAH
+/- In month

786
7261
630 I

750:
7171
7771
5781
2591
1 19
205
686,
1 291
090

'289,
1 83'

5141

4 72 1

1 82'

421
462,
1 61 ,
1 51

761
306

1074,
383,
216 :
066

Jul 1 '98

732
507'
612
902
369
2 02
099

750
7241
623
6021
309'
265
209
616
1 19
126
399,
219

456
567
179

687
295
404
433
130
1 17

360
5 00

430
360
280 1

390 1
2901
080
277
1 10
530
070 '
1 00,
230 '
140

540
2 00
190
360
020
030
480
340'
170

11 00
200
090
1 00

7967 11653

Jan 1 '98

Oonetsk
Lugansk

IOkralne

Kharkrv
Poltava

I sumy
SW ROC
Central ROC

Odessa

I
Kherson
Mykolaev

I----~---_.~~-Suppliers Debts - MUAH
Jun 1 98

I Kylvenergo
Kylvoblenergo
Cherkasy
Zhltomlr

I ChernlQlv
LVlv
Rlvne

I
Prykarpatye
Zakarpatye
Volyn

Zaporozhle

I
Dnepropetrovsk
Klrovograd

I Crimea
Sevastopol City
Khmelmtsky
Vlnmtsa

I Ternopil
Chermvtsy

I
I
I
I
I
I
I
I



I Action No 9 - Supply to Local Budget Customers

I
IOkralne

Debts - M UAH +/- In month % change from +/- year to date
Jan 1 '98 Jun 1 '98 Jul 1 '98 MUAH Jun 1 '98 MUAH Jan 1 '98

570 693 585 (1 08) -156% 015, 26%
010 032 044 012 372% 034 3390%
050 074 083, 009 124% 0331 652%
100 330 336 006 19% 236

'
2363%

370 761 667 (094) -124% 297 801%
000 058' 071 013 226% 071
470 370 392 021

1
57% (079) ·167%

260 326 294' (032) -98% 034 ' 132%
070 185 1 90 i 0051 27% 120 i 1714%

1800 1640 410 ' (1230) -750% (1390) -77 2%
250 3431 4461 1 031 300% 1961 784%
900 920 1041 ' 122 , 132% 1 41 I 157%
014 0311 030 (0 00) -10% 016 ' 1171%

1360 910 882
1

(028) -30% (478) ·352%
020 123 067 i (0 56) -456% 0471 2335%
060 130 1 20 1 (010) -77% 0601 1000%
070 152 177' 0251 163% 107 1531%
080 ' 055' 058' 0031 60% (022) -276%
050 072 0571 (0 15) -205% 007, 140%
1 70 369' 236 (1 34) -362% 066 386%
290 I 249 374 125' 50 3% 084, 288%
380 540 1 6591 120 222% 279, 734%
1 80 234 1 2641 030 126% 084 467%
000 109, 058' (051) -471% 058
1 90 a00 I 0001 000, (1 90) -100 0%
300' 275 3 05 , 030 10 9% 005' 17%
050 128 I 128 : 000 I 02% 078 1554%

80 64 91 061 79721 (11 34) -125% (092) -11%

Donetsk
Lugansk

Odessa
Kherson

I Mykolaev
Kharklv
Poltava

I sumy
SW RDC
Central RDC

Zaporozhle

I
Dnepropetrovsk
Klrovograd

I
Kylvenergo
Kylvoblenergo
Cherkasy
Zhitomlr

I Chernlglv
LVlv
Rlvne
Prykarpatye

I Zakarpatye
Volyn

Khmelnltsky
Vlnnltsa

I Temapil
Chernlvtsy

I Crimea
Sevastopol City

I Suppliers

I
I
I
I
I
I
I
I



I Action No 11

I
I Suppliers

I Vlnnltsa
Temopil
ChernlvtsyI Khmelmtsky

Zaporozhle

I Dnepropetrovsk
Klrovograd

I
Donetsk
Lugansk

Kylvoblenergo

I ZhJtomlr
Cherkasy
Chernlglv

Icnmea
Sevastopol City

I LVIV
Volyn
Zakarpatye

I Rlvne
Prykarpatye

Odessa

I MYkolaev
Kherson

I KharklV
Sumy
Poltava

ITotal

- Cash Collections
(excludes direct cash collections by oblenergos for non-energy
services such as connection, reactive power and penalties)

Total Sales Cash Collection
Jan 98 June 98 Jan 98 June 98

000 UAH 000 UAH % change' 000 UAH I % of Sales 000 UAH % of Sales
I

I
13485 10434 i -226% 2700; 200% 1,941 186%
7,804 6,4061 -179% 1,261 162% 601 94%1
5,712 4,0091 -298% 950 166%' 952 238%'

12273 90001 -267% 1,710 139% 849 94%'
1 ,

42668 436911 24%1 40601 95%' 2798 64%
103,652 87,466 1 -156%1 5,0291 49% 3796 43%
15401 11 914: -226% 2742

1

178% 1,580 133%
i

133910 106292 -206% 9402

1

70% 5,692 54%
58251 1 45561 ! -218% 3213 55%' 1986 44%

I , I
19,537 1 163061 -165%1 5,955 305% 2,994 184%
11,834 1 9,298' -214%1 2450 207% 1 679 181%
17263 14140· -181%1 2,426

1
141% 1,325 94%

10329 8791 i -149%1 2760 267% 1963 223%

I
26358 255561 -30% 3726 1 141% 3545 139%

5003 4,062: -188% 1,128 225% 1 207 297%

19336, 16529 -145% 3508 181% 2187 132%
5835 5439, -68% 2,282 391% 1 471 271%
7,864 67961 -136% 2,133 271% 1,907 281%

12,718 8196
1

-356% 1,803 142% 1,121 137%
8914 10,316 157% 1772 199% 1040 101%

28,711 264791 -78%1 5,427 189% 3,170 120%
14426' 12997, -99%1 1,977 137% 1449 11 1%
12014 13453' 120%' 1029 86% 999 74%

37286 27559' -261% 2,847 76% 2744 100%
13543 12516 -76%1 3,171 234% 1 714 137%
17 701 13327 -247% 52241 295% 3604 270%,

I
661 828 556 533 -159% 80 687, 122% 54314 98%

excludmg Kylvenergo

I Sales data from Mrnenergo - Cash data from MFP

I
I
I
I
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ATTACHMENT JULY #12

Mmenergo of Ukrame

Mmistry of Economy of Ukrame

Mmistry of Fmance of Ukrame

MInistry of Labour and Social Pollcy of Ukrame

Mmistry of Justice of Ukrame

No 07/14-2-634 ofJuly 6, 1998

In the exerCIse of Cabmet of Mmisters' ResolutIon 508 of Apn118, 1998

In the exerCIse of Paragraph 12 of the Cabmet ofMmisters ResolutlOn "On Approvmg Fmancial
Recovery Plan for Ukramian Power Sector", the Mmenergo has drafted and IS circulatmg for co
ordmatIOn purposes the Law of Ukrame "On InvahdatIOn of Law of Ukrame "On Temporary
ProhIbItIon to Fme UkrainIan CItizens for Undue Payments for ResIdential and MUnIcIpal
ServIces"

Attachments 1 Draft Law, one copy, one page
2 Comments, one copy, two pages

V A Darchuk
Deputy Mmister
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Draft

LAW OF UKRAINE

On InvalidatIOn of Law of Ukrame
"On Temporary ProhIbItiOn to FlOe UkraInIan CitIzens for Undue Payments

for ResIdentIal and MUnIcipal Services"

The Verkhovna Rada of Ukrame resolves

To mvalIdate Law of Ukrame 486/96-VR of November 13, 1996 "On Temporary ProhibItIOn
to FlOe UkraInIan Citizens for Undue Payments for ResIdentIal and MUnIcIpal Services'
("Halos Ukramy' Newspaper of November 26, 1996)

2 ThIS Law enters mto force from the date of publIcatiOn

L Kuchma
PresIdent of Ukrame
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ATTACHMENT JULY #13A

To mInlstnes and departments

(as per the list)

On FInancIng of the Ukralman State Budget

Costs for Electnclty Payments (KEKV-1163)

The 1998 Breakdown of the State budget enVISIons financIng of expenses of InstitutIOns and
organIzatIons assocIated wIth theIr payments for consumed electnclty totalIng 251196,5 thou of
UAH, of these 36012,4 thou ofUAH are for the 1st quarter of 1998

In order to supply budget InstitutIOns and organIZatiOns WIth electnclty In 1998, pursuant to the
CabInet ofMmlsters' InstructIons #715-r of24 December 1997, #606-r of26 September 1996, the
Cabmet of MInIsters' Decrees #1418 of22 December 1997, #172 of 16 February 1998, Mmfin
together WIth Derzhmvest (State Investment CommIttee) have covered an advance finanCIng offuels
procurement (coal, fuel 011 and nuclear fuel) at the cost of non-budget resources Fuel purchased
IS supplIed to electnc power plants ofMmenergo

In VIew of the above, Mmfin shall reserve resources enVISIoned In the 1998 UkrainIan State budget
to pay for electncity consumed by budget InstItutIons to repay advance payments, and settlements for
electncIty consumed and fuel supplIed should be executed through the offset of mutual debts of
budget mstltutlOns, electnclty compames and fuel supplIers

For the purpose of the mutual debt offsettIng, supplyIng orgamzatlOns and budget Institutions that
are financed from the State Budget shall make statements of reconCIliation of mutual debts for
electncity consumed m the 1'\ 2nd

, 3rd and 4th quarter of thIs year withm the amount of costs for thlS



purpose approved m the mcome and cost estimates of the budget mstitutions and organizations

Correspondmgly, fuel supplIers and electnc power plants shall also make statements of reconCIlIatIOn
of debts for fuel supplied and submIt them to Mmenergo and State Treasure to execute mutual
settlements

Budget mstitutions shall, before the 10th day of the month followmg the accountmg quarter, submIt
to nurusters and departments (mam funds admInIstrators) statements of reconCIlIatIon WIth suppliers
to prepare consolidated statements of reconCIlIatIOn WIth Mmenergo (a consolidated regIster IS
attached)

Mam funds admIrustrators shall, on a quarterly basIs, before the 151h day of the month folloWIng the
accountIng quarter, submIt to the State Treasury consolidated statements of reconcIlIation wIth
Mmenergo for electncity actually consumed by them m the 1;r, ~d, Jd and l!f quarter of 1998
together wIth a breakdown of these resources by subordmated orgamsations (by terntones) on
electronic carners

Power Industry

May 14, 1998 #05/11-2/546

Bondarenko V D

Deputy MInister of

of

04-04/922-3806

May 11, 1998

UkramIan State Treasury

Mam Department

Levchenko V P

FIrst Deputy Head of

I
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ATTACHMENT JULY #138

To the Heads of Mmenergo's Supply Companies

On the Electnclty Supply

to the State-Fmanced Budget

OrganIZatIons

In addition to the JOint letter of the State Treasury of Ukraine of 05 11 98 N 04-04/992
3806 and Mmenergo of Ukrame of 05 1498 N 05/11-2-546, Mmenergo Informs that MmEn of
Ukrame has submItted to the MInIstry the 1OformatIOn on the amount of electrIcity costs of the
budget departments WhICh has been approved 10 theIr cost estImates for 1998 These are the costs
to be used for centralIzed settlements for the electrIcity consumed by the budget organizations 10

1998

InformatIOn on the distrIbutIOn of costs of subordmated budget orgamzatlons shall be submitted
to Mmenergo by budget departments to be further adVIsed to electnclty supply companies

Withm the amount of electnclty costs, supply compames shall proVide for the electrIcity suppIv to
the budget organIzatIOns and make debts venficatlon certificates on a monthly baSIS to be further
submitted to a budget department for effecting mutual settlements

As of 06 23 98 the 1Oformation on the costs dIstnbution has been submitted to \1menergo by only
several departments Because of thIS, Mmenergo IS forwardmg the received mformatlon for



State CommUnICatIOns Committee

MmFm

MInistry of TransportatIOn

State MedbIOprom

Darchuck V ADeputy Mmlster

(Attached, you Will find the mformatIOn on the costs dlstnbutlOn of the Mmlstry of EducatIOn,
that of other budget departments - to be attached to the letter of06 2398 N 07111-2-603)

In order to effect the mentIOned offsettmg, a consolIdated lIst of debts venficatlon certificates
shall be submItted to Mmenergo The procedure for the offset IS deSCrIbed m the letter of Mmfin
of 05 25 98 N 16-04/2276-4171 whIch IS attached together WIth the form of the consolidated List

Along WIth that, Mmenergo mforms that accordmg to the Resolution of the Cabmet of Mmlsters
of Ukrame of 04 28 98 N 582 debts for the consumed electncIty and heat as of 10 0 I 97 which
have not been paId untIl thIs date shall be offset

As soon as the mformatIOn IS avaIlable from other budget departments, MInIstry shall bnng this to
the knowledge of electnclty supply compames

MInistry of Internal Affarrs

Academy of Medical SCiences

Agncultural Academy

Secunty Service

Mmlstry of EducatIon

State Water Supply

general knowledge and IS askmg to provIde for electnclty supply to the budget orgamzatlons In
1998 wlthm the amount of the speCIfied costs Includmg to

I
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IActlon No 14 - Debt Incurred by Non Budget Funded Customers

Debts - M UAH +/- m month % change from +/- year to date
Jan 1 '98 Jun 1 98 Jul 1 '98

,
MUAH Jun 1 '98 MUAH Jan 1 '98I

989 12451 1303' 581 46% 314 317%
11 4 78 811 031 41% (33) -289%
11 9 1671 153 (1 4) -83% 34 289%
167 192 198' 06 33% 31 186%
121 192 175 i (1 7) -90% 54 444%
92 11 3 1031 (1 1) -95% 1 1

704 1080 881, (19 9~ -184% 177 252%
2798 2627 2781 : 155 59% (1 7) -06%

175 21 8 1 2121 (0 6~ -25% 37 212%
4979 5765 : 59631 198

1
34% 984' 198%

2253 2709 279 6 ~ 87 32% 543 241%
977 1164 1177, 1 3 11% 200 204%
173 241 1 222 1 (1 9 -78% 49 286%I
260' 543 i 541 i (0 2 -04% 281 1081%
54 661 85' 1 9 280% 30' 560%I

11 2, 161 16 BI 07 45% 56 503%
426 51 0 539 29 57% 113 265%
102 191 11 5: (7 6 -399% 1 3 123%
93 125 11 2 ' (1 3 -10 6% 1 9 204%
63: 94 131 I 36 385% 68 1072%

129 17 1 171 00 00% 42 328%
422 5311 4631 (6 8 -127% 41 98%
598 670

1
6641 (0 6~ -09% 66' 11 1%

11 8 248, 262 1 14 56% 144
101 2 1080

1
10981 1 8 86 85%

31 1 320
1

268
1

(5 2 -163% (4 3) -140%
19 1 245 271 I 26 104% 80 416%
29 82

1

69 1 (1 3~ -155% 40 1390%
57 23 071 (1 6) -71 1% (50) -883%

5 7, I 0rame

Donetsk
Lugansk

SW ROC
entral ROC

t
KharklV

oltava
umy

Zaporozhle
onepropetrovsk
,Klrovograd

Odessa
Kherson
Mykolaev

Kylvenergo
Kylvoblenergo
Cherkasy

.~hltomlr
-ehernlglv

.~hmelnltsky

.~,nnltsa
Temopil
Chernlvtsy

LVIV

I Rlvne
Prykarpatye
Zakarpatye
IVolyn

I
S~Phers

Cnmea
Sevastopol City

I
I
I
I
I
I
I
I
I

NOTE The basIs for thiS table has been amended from preevlous months
to Include only electriCity debt
Previously. debt figures Included electriCity and heat debts



I Action No 14 - Summary of Arrears

Customers with Large Electricity Debt as of - 16 July 1998

Over 1M UAHover 100,000 & less
than 1M UAH

I
I---------------------=D-e'--Obt,-s----------

Supplier

I

Kylvenergo 111 2,2511' 81 171,012

I
Kylvoblenergo 6 : 2,208 5 ! 16,628
Cherkasy 161 6,309 [ 71 47,481
Zhltcmlr 71 2,202 1 ! 2,758

I
ChermglV 71 2,2741 21 10,317
LVlv 111 3,4191 81 48,860
Rlvne 10 2,696 3 5,693

I
Prykarpatye 5 812 5 7,597
Zakarpatye 6 2,094 4 6,889
Volyn 8 1 1,726 I 4 12,314
Odessa 9 I 2,954 7 31,813I Kherson 91 3,187' 3 53,646
Mykolaev 9 ' 4,533' 5 25,679
Kharklv 32 i 8,552 11 94,206I Poltava 61 4,436 4 18,097
Sumy 241 8,289 3 16,378
S W ROC 2 772 2 6 309

ITOTALS
urrent enc

I
nor eno

NOTES_

1
1 In some cases, Agrlbusmes IS treated as one customer for the entire Oblast

when, m fact, It may be multiple agricultural accounts
2 Figures may Include Budget customers

I
I
I
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A TTACHMENT JULY #14C

Draft

PRESIDENTIAL DECREE

Seekmg to regulate relatIOns among energy generation, transmission, supply and consumption, I
order to

1 Introduce a practice when electrIc and heat energy IS supplIed to customers on the terms of
pre-payment or commodity credltmg by supplier agamst bankmg guaranties or Jomt responsIbIlIty of
the bank and customer (agreement of agency)

The NatIOnal Bank of Ukrame, mtroduce a mecharusm of mandatory settlements by guarantmg banks
WIth suppliers

2 MIrustry ofFmance and State Tax AdmlrustratlOn, approve a mechamsm for pre-payment m
bankmg funds or payment orders pursuant to the eXlstmg Market Members Agreement

3 Mlmstry of Power

3 1 Ensure supplies of electnclty, on the terms of pre-payment, m quantitIes fully eqUivalent to

amounts paid Without limitation and disconnectIOn except m emergencies m electnc netVvorks,

3 2 Arrange effectIve claim-type dealmgs With mdebted enterpnses employmg NDe staff and
attractmg legal firms
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4 Establish that, In the event of vIOlated terms of contractual settlements, debtors should be
dIsconnected from electnc networks and If debtors defy making efforts to stop consuming pov"er
wIthout paVing, supplter must suspend suppltes unttl paId for

In so domg, the supplIer should not be responsIble for possIble negative consequences resulted from
dIsconnectIOn

5 The Cabinet of Mmlsters, NatIOnal Bank of Ukrame, MInIStry of Fmance and State Tax
AdminIstration, develop a mechamsm for formahzIng settlements on e,(lstIng habilIties

5 1 Offset mutual arrears of enterpnses, orgamzations and mstitutions of any form of ownershIp
on the non-Issuance terms WIth servICing banks Involved

5 2 Use promISSOry notes of electnclty customers or transfer notes of generators honored by
electncity customers

5 3 Transfer debt by executing the notes

54 Use as paymg means, ItabIlttIes of state InstItutIOns, partIcularly, the notes of the State
Treasury ofUkraIne, and secunties Issued by financial departments ofIoeal state admmlstratIOns usmg
the Said hablitties to pay taxes and dutIes

L Kuchma

PresIdent of UkraIne
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ATTACHMENT JULY#17A

CABINET OF MINISTERS OF UKRAINE

RESOLUTION

No 1065 of 13 July 1998

The City of KyIV

On Measures to Increase the State Budget Revenues from OwnershIp of the State Corporate RIghts

In order to provide receIpts to the state budget from ownership of the state corporate rIghts, the
Cabmet ofMlmsters of Ukrame hereby resolves

1 The State Property Fund shall, wlthm three weeks, call, pursuant to ArtIcle 45 of the Law of
Ukrame, an extraordmary meetmg of stockholders of the open JOInt-stock compames m the
authOrIzed fund of which the state share makes over 10 % The meetmg shall conSIder an Issue on
allocatIOn of not less that 25 % of the profit got from the results of activity In 1997 for payments on
dlVldends

The authOrIzed representatives appOInted m accordance With the establIshed procedure shall vote on
the pOSItive deCiSIon on thIS issue

2 The State Property Fund, the MInIStry of Economy and MInIStry of Fmance together WIth
appropnate bodIes authonzed to manage state property shall analyze, by 1 October 1998 the results
of financial and economIC actiVIty of the SaId compames that have not got profit from theIr actIVIty
In 1997, and subnut proposals on Improvement ofthe SItuatIOn, In particular by replacement of heads
of these companIes

Golubchenko, First VIce Pnme Mmister of Ukrame

Ind 25
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ATTACHMENT JULY #17B

InvestltslOnnaya Gazeta

9 June 1998

NOBODY PAYS DIVIDEDS TO THE STATE

Receipts from pnvatizatlOn shall be paid to the budget,

and for thIS purpose every possible means are sUltable

On May 12 In his address to Verkhovna Rada the President of Ukrame raised a question on
the necessIty to receive divIdends on the state share of the enterpnses bemg privatized There
have been determmed target figures, lei 00 milhon per year

As of May 1 of this year diVIdends on the state share 10 the amount of 18650 thousand hrn
have been transferred to the budget, whIle dunng two prevIous years these receipts made 15
433 thousand hrn

Accordmg to Sergei Glushko, Deputy Chairman of the State Property Fund, m order to
strengthen control over receipts ofdivIdends on state-owned shares, the State Property Fund
mad~ a declSlon that the authonzed person should state m the commiSSIon contract an
unconditIonal payments of dlVldends at the rate of 25 % from profit and InItiate thiS Issue at
general meetmgs of shareholders At the same time the State Property Fund obliged Jomt
stock compames accountable to the central SPF office to proVide mformatIOn on actual
allocatIOn of profits for 1997 and planned allocatIOn of profits for 1998

Accordmg to mformatlOn proVIded by the State Property Fund, m comphance With the
regIster ofthe central office, as of I May oftlus year general meetmgs were hold m 127 Jomt
stock compames of 486 ones accountable to the central office Of them 65 Jomt-stock
compames ended 1997 With losses (total amount of losses made 112 688 6 thou hrn) 62
Jo1Ot-stock comparues ended tills same year WIth profit makmg 743 203 9 thou hrn 19 Jomt
stock comparues paid diVIdends on shares, mclud10g on state shares Among them the largest
amounts on diVIdends were paid by OJSC "Dneprenergo" (2 I 3820 thou hrn) With the state
share mak10g 85 02% OJSC "Eksim-nefteprodukt" (74145 thou hrn) With a 5 I 2% state
share, OJSC "Kylvenergo" (I 0420 thou hrn) With a 66 22 % state share, OJSC "N" A.SK
, Oranta" (10803 thou hrn) With a 22 4 % state share, Kylv TSUM (Central Department
Store) (672 9 thou hrn WIth a 24 66 % state share, etc

23
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The State Property Fund wIll uphold allocatiOn of dIvIdends at the general meetmg of
shareholders of OJSC "Ukrneft" whIch WIll be held some day nevertheless AccordIng to
AudIt Chamber ofVerkhovna Rada, from March 1994 "Ukrneft" got net profit In the amount
of 928 3 mllhon hrn, of whIch 391 3 mtlhon hrn are for 1997 However It paId no hnvmas
on dIVIdends GIven 5 to 25% of profit be allocated In the fund of dIVIdends payment (state
share makIng 61 %) the budget could receive

C Conunon\NERC\1\.~\V.p lp~r. In\~,KT lz~t 19 rlln~ 1991< L CUlrhuno\ 1

from 12 to 60 ml1hon hrn Fault for non-executIOn of functIons of management and control
over effiCIent use of state property the Audit Chamber has put on the SPF of UkraIne

Now the SPF WIll uphold more urgently the nght to receIve diVIdends on the state shares
block As pomted out by SergeI Glushko, decIsion on remvestment of profit m the
development of productIOn can be made only In the case of submlttmg by an enterpnse a
comprehenSive plan for target remvestment

24



Statutory FunBreferentlal Safe

Exchan-ges % of % of of SFI (UAH) l,ofSP

AuctIOns % of SF'I'enders % of SP Stock Other State "irotal (without State %)

%ofSF

I
I

Enterprise

SAP
SAP
Sold

Sold"

PPC

Sold SAP

SAP

CC

Sold SAP Sold

SP

SAP

SP

Sold SAP SAP

I
EGC Dmproenergo

2 EGC Donbasenergo

98 099 950 24 36% 24 36% 0 00%

236 443 010 25 00% 25 00% 0 00%

000%

000%

24 00% 0 00% 0 64% 0 00% 0 00% 51 00%

24 00% 0 00% 0 00% 000% 0 00% 51 00%

4900% 2436%

4900% 2500%

EGC Centrenergo

EGC Zakhldenergo

92351 777 25 00% 25 00% 0 00%

1279054102066% 2066% 000%

000%

000%

24 00% 0 00% 0 00% 000% 0 00% 51 00%

2400% 000% 434% 000/, 000% 5100/,

4900%

4900%

2500%

2066%

I
I

5 EDC KYlvenergo

6 EDC Dmprooblenergo

7 EDC Vlnnytsaoblenergo

8 EDC Zaporlzleoblenergo

27 091 070 33 77% 33 77% 0 00%

59916170 2218% 221B% 500%

30 973 660 26 60% 26 60% 5 00%

44 B40 000 21 57% 21 57% 5 43%

000%

000%

000%

000%

3000% 0 00% 11 23% 258% 0 00% 2500% 7500% 36 35%

1000% 000% 11 82% 000% 000% 5100% 4900% 221B%

B 00% 0 00% 9 40% 0 00% 0 00% 51 00% 49 00% 26 60%

1000% 000% 1200% 000% 000% 5100% 4900% 2157%

EDC Rlvneoblenergo 20827420 000% 000% 000%

1
11

12

EDC Cherkassyoblenergo

EDC Khmelnytskoblenergo

EDC Kllovogradoblenergo

37098333 1848% 1848% 614% 614% 000%

33 637 840 2027'1 20 27% 473% 4 72% 0 00%

29 844 000 22 55% 22 55% 2 45% 2 42% 0 00%

20 00% 0 00% 4 3B% 43B% 0 00 I, 51 00%

20 00% 0 00% 4 00'1 400'/ 0 00% 51 00%

2000% 2000% 400% 400% 000% 51 00%

4900% 2900%

4900% 2899%

4900% 4896%

EDC Kylvoblenergo 52 043 780 13 00 I, 13 00% 3 67% 3 67% 3 33% 330% 2500% 0 00% 4 00% 400% 0 00% 51 00% 4900% 2397%

EDC Sevastopolmlskenergo 6722400 2331% 2331% 1 69% 166% 000% 2000% 0 00% 4 00% 400'/ 0 00 I 51 00% 4900% 2897%

EDC Ternoplloblenergo 16272 040 1648% 16 4B% B 00% 8 00% 000% 20 00% 20 00% 4 52% 452% 0 00% 51 00% 49 00% 49 00'/

EDC Volynoblenergo 23863 BOO 1813% 1813% 387% 387% 300% 293% 2000% 000% 400% 072% 000% 5100% 4900% 2565%

EDC Zakarpattyaoblenergo

EDC Zhytomyroblenergo

EDC Chernlglvobfenergo

EDC Chermvtsloblenergo

EDC Donetskoblenergo

EDC Kharklvoblenergo

311508101285%1285% 615% 611% 000%

20389165 2085% 2085% 414% 414% 000%

298295061694% 1694% 654% 654% 000%

14195170 1498% 1498% 547% 547% 000%

81896469 1854% 1854% 500% 500% 000%

64135190 2079% 2079% 296% 296% 000%

2000% 000% 1000% 193% 000% 5100/,

24 00% 000% 0 00% 0 00% 0 00% 51 00%

3500% 3500% 1653% 800% 000'/ 2500%

3600% 000% 1855% 1200% 000 fa 2500%

36 00% 0 00% 15 46% 8 42% 0 00% 25 00%

3500% 000'/ 1624% 726% 000% 2500'/

4900% 2088'/,

4900% 2500%

7500% 6647%

7500% 3245%

7500% 3196%

7500% 3101'/

EDC Khersonoblenergo

EDC Krlmenergo

237437601653% 1653% 548/, 548% 000%

43241880 1852% 1852/, 300% 300% 000%

3500% 000% 1799% 1100/

3500% 000% 1848% 718'/

000% 2500%

000/,2500%

7500% 33011

7500% 2870',

I
I
I

EDC L.uganskoblenergo

EDC L.vlvoblenergo

52030730 1933% 1933% 4 00% 400% 000%

48493080 1714% 1714% 805% 805% 000%

25

3500% 000% 1667% 914% 000% 2500/,

3500% 3500% 1481% 1100% 000% 2500%

7500%

7500%

3247 !

71 19".
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130 EDC Prykarpattyaoblenergo 259088751563/. 1563% 512% 512% 000% 35 00% 35 00% 19 25 I 13 00 fa 0 00 I 25 00/ 75 00% 68 75 0
/

31 EDC sumyoblenergo

I
I
I
I

442813741537%1537/877% 877% 000/ 3600%3600%1485%1300% 000%2500% 7500% 73151

ISAID I PncewaterhouseCoopers I PDAT

.F Statutory Fund

• Preferential sale supposed to be sold

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

26

072898

American Date slandart



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

ApPENDIXD

AUGUST 1998 FINANCIAL RECOVERY PLAN ACTION

MONITORING REpORT

_______ HdglerBdlllv _



------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 4 - AUGUST 1998

ActIOns Recent Status I PI ogress measUl es

1 ReqUIre that all noncash financial The NBU Bank offset mechamsm IS bemg mtegrated mto the Market Funds Procedure by the advIsor
settlements, mdudmg off~ets, be Use of the mechamsm to date IS belIeved to be low
executed by, or on behalf of,
electrICIty compames usmg NB U
bank offset mechamsm

2 For each generatIon Company, Cash payment for fuels by generatmg compames, accordmg to Mmenergo, was 5 7 mIllIon UAH 10 July
apply all financIal resources whIch whIch IS down from the pnor month level of 10 7 mIllIOn VAl-I See Attachment A2
remam aVailable after payment of
wages, repaIrs, and taxes to cash The Gencos contmue to purchase fuel through Mmenergo's specIal budget cu~tomer cash account
fuel procurement WIthout competltI\- e procurement In total, 2% of Genco fuel IS purchased by cash, 40% by offset, and

58% by debt

3 1 August 1998



------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 4 - AUGUST 1998

Actions
3 GeneratIon Compames conduct
all cash purchases of all types of fuel
from supplters based on competItion

Recent Status / PI ogl ess measures
The procurement methods beIng employed wIth cash represent a vIOlatIOn of thIS FRP actIon because
the reqUIrement IS that ALL cash purchases be conducted competItIvely by the GENERATING
COMPANIES It IS necessary that the all cash spendmg IS ImmedIately reorgamzed to be conducted
competItIvely by the GeneratIOn Compames wIthout mfluence of mlnIstnes and commIttees

Based on formal Mmenergo mformatlOn, cash spent on fuel for the first SIX months of 1998 was 272
mlllton UAH, whIch we understand was sourced by budget funded orgamzatlOn payments to the SpeCIal
Mmenergo Fuel Account as decreed by CoM #860 In addItIon, 173 5 millton UAH 10 cash was
proVIded dIrectly to coal mInes from DerzhComReserve by Cabmet of M10Isters ResolutIOns In June,
these figures were 2 7 and 60 mlllton UAH, respectIvely Of thIs cash be10g spent, none of It flows
through Genco accounts and none IS bemg spent 10 a competItIve fuel procurement enVironment The
adVIsor IS prepanng proposals for changmg the procurement process
Recent CoM resolutions have mcreased the amount offuel whIch will be purchased through
DerzhComReserve whIch means that none of thIs fuel will be procured by competitive methods Smce
June 1, CoM resolutIOns 403, 1089 (Attachment A3A), and 1090 (Attachment A3B) have ordered 3 9
mtllton tonnes of coal at a cost of263 mtlhon UAH to be purchased through DerzhComReserve To
make matters worse, the Gencos are then reqUIred to pay back these "loans" from DerzhComReserve
begmnmg as early as August 1, so the Gencos will not have any opportumty to conduct any competitIve
procurement 10 the near future Total Genco cash loan repayment, assummg equal monthly payments
for both loans begInnmg In August, would be 28 millton UAH for the remaInder of the year and 18
mtlhon UAH for the first 6 months ofne>.t year Meanwhile, current EnergoMarket cash the Gencos are
currently gettIng IS In the neIghborhood of 5 milhon UAH per month (whIch doesn't even cover
1llll111llal ca ...h e'pen<;e...) so It IS not understood by AdVisors how the loans could even be pmd bach.
Mmenergo IndIcated In early August that they only had about ISO 000 UAH In theIr specml fuel account
so that If they had any purchases, It would be for mazut We are contmumg to momtor these purchases
and theIr debt/cash flow Impltcatlons for the Gencos and fuel procurement processes

2
11 AlIgll<;t 1998
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REPORT NO 4 - AUGUST 1998

,

!
Actions

4 Identify as of I January 1998
accounts payable of electnclty
supply and generatmg compames
and provIde for thiS debt to be
rescheduled for payment over 5
years m accordance wIth the
effective law
5 TransIt to market-based retml
tanffs accordIng to the Electnclty
Law and the NERC Issued ltcenses,
whIle provldmg for a smgle tanfffor
the populatIOn In the entIre terntory
of Ukrame

Recent Status / PI ogress measUl es

As prevIously reported the Cabmet ofMlmsters Issued ResolutIon No 582 dated 28 Apnl 1998 which
ordered the reschedulmg of the generatmg compames fuel debts from I October 1997 to the followmg
four years

No adVisor currently avaIlable to assist on thiS task

NERC Comrmssloners orally mformed the World Bank m August that the transItIOn to the ltcense-based
pncmg system WIll begm In September and conclude by the end of the year, and that NERC IS prepanng
to mtroduce the subsIdy certificate program which IS an adjunct to that pncmg system However, the
deadltne for actIOn has been mIssed

On August 13, NERC Issued Order No 1052, "Procedllle of Determmmg Customer Classes Accordmg
to Voltage Level" ThiS order provIded specIfic dIrectIons for the dIVISIOn of retaIl customers mto
voltage classes under the Regulated Tanff Supplter ltcenses The Order IS Attachment A5A

On May 18, 1998, NERC Issued Order No 598 ThiS order states, most Importantly that from June I,
1998 'All electnclty shall be purchased by the hcensees engaged m electnclty supply m the WEM at a
ul1lfied wholesale pnce calculated m complIance wIth the Market Rules" (SectIon I 2) and that "The
retaIl pnce of electnclty for customers shall be calculated by the lIcensees engaged m electnclty supply
at a regulated tanff accordmg to the formula gIven m the ConditIons and Rules to carry out
entrepreneurIal actIvity m electnclty supply at a regulated tanff' (SectIon I 3) rhe Order ha~ not been
ental ced and ha~ not been openly and widely dlstnbuted The Order IS Attachment A5 B

3
3 I August 1998
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ActIOns

6 Determine amounts due from all
electnclty supplIers and to all
generators accordmg to the
Wholesale Market Rules Enforce
provIsions for all payment::. received
by Wholesale Market Members to
be dlstnbuted according to Market
Funds AdminIstration Procedure

7 Draft and submit for
consideratIOn In lIne with the
establIshed procedure law to cancel
pnvlleged electnclty tanffs based on
the occupational pnnclple and to set
and enforce consumptIOn lImits for
all remammg classes of pnvileged
customers

8 Oblenergos to promptly terminate
service to all defaulters except as
proVided by the Law of Ukrame,
and local admmlstratlons Interfenng
With tillS process are to be
pro<:ecllted

------------
FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 4 - AUGUST 1998

Recent Status / Progress measures

The System Settlement Admmlstrator Staff has recently proVided the adVISor with data and software for
documentation and subsequent valIdatIOn agaInst the market rules The adVisor IS currently reVieWIng
thiS mformatlon

As reported last month, m June the Cabmet of Ministers approved a draft law to cancel pnvileged tanffs
based on occupatIOn ThiS draft law would change 11 eXlstmg laws for the vanous occupatIOnal
pnvileges ThiS draft law has been Included 10 the session of the Verkhovna Rada but Will not be acted
upon pnor to September

The detailed figures for thiS activity are shown m Attachment A8

The debt level for all customers m default Increased by 161 millIon UAH (+7%) to 2 37 billIon UAH
although the numbers of debtors decreased by 1,531 (-4%) to Just under 38,000

1 he mtol matIon tor thiS peflod also mdlcates that the percentage of debtOl s disconnected, measured by
value has fallen from 39 4% to 34 8% a move In the wrong directIOn

4
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------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 4 - AUGUST 1998

---,
,".

ActIons

9 Limit supply of electnctty to
budget-funded customers to no
more than the actual amount
provided for In cost estimates for
thIs purpose

10 Transfer the Market Funds
AdmInistrator from NDC to a new,
NERC-hcensed Energomark.et
EnterprIse

11 FormalIze and enforce
compulsory use of c1eanng accounts
for all Oblenergos· receipts specified
In the Wholesale Market Funds
AdmInistratIOn Procedure
12 Prepare propositions to the
Rada to renew responslblhty for
non-tImely electllclty payment.:; by
budget organizations and reSIdentIal
customers

Recent Status / PI 02ress measlII es

FolloWIng a steady trend, the debt level for NatIonal Budget customers Increased by 6 7 million UAH
(5 5 %) to 128 mIllion UAH In thiS reportIng penod Smce the begmnmg of the year, the debt level
grew by 48 4 mIllIon UAH or 61 % The detailed InformatIOn by oblenergo can be seen In Attachment
A9A

At the Local Budget level, the situatIon contmues to be more posItIve Local Budget funded customer
debt decreased by a further 66 mIllIon UAH (8 3%) to 73 1 mIllIon UAH ThIS reduces the debt level
to more than 9% lower than the level at the begmmn,g of the year (See Attachment A9 B)

The Antimonopoly Committee agreed on creation of the NatIOnal State-Owned EnterprIse
UKRENERGO by merger of the NDC and the High Voltage Network (state enterpnse
UKRELECTROPEREDACHA) Accordmg to the UKRENERGO Charter, Energomarket wIll eXist as
a separate diVISion wlthm UKRENERGO ThiS means that Energomarket will NOT be establIshed as a
separate bUSIness (legal) entity

Klevenergo, which collects In excess of20% oftetal cash, stIli does not utIlize a clearIng account

As preVIously reported, there are no limitations for ImpoSItIon of fines from budget-financed mStitutions
If such prOVISIon IS Included mto the contract between a supplier and a consumer

As reported m July, Mmenergo drafted a law and submItted It to the Cabmet of MInisters which would
mvalldate the current law prohlbltmg fines for mdlvlduab for late payments

5
11 AlIgu~t 1998



------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 4 - AUGUST 1998

Actions
11 for all defaulted '>tate and local
budget-funded mstltutlOns and
orgamzatlOns, IdentifY and execute
offsets wIth the electnclty supply
compames For all defaulted
state-controlled enterpnses IdentIfY
and execute offsets wIth the
electnclty supply compames usmg
the NB U bank offset mechamsm

Recent Status / PI ogl ess measul es
As reported m July Mmenergo agreed to undertake the followmg steps for defaulted state-controlled
enterpnses

I ClassIfY debtors m major categones (mdustnal, agnculture, communal serVIces, etc) accordmg
to credltworthmess and practIcal measures to collect debts,
2 IdentIfy speCIfic measures to be taken for each category (future, arrears),
3 IdentIfY those measures whIch are outSIde Mmenergo's mfluence and undertake actIOns to
ensure these are followed-up,
4 ASSIgn all other measures to Mmenergo staff,
5 Elaborate a detaIled actIOn plan for each category,
6 Estabhsh a progress momtonng scheme for the use ofMmenergo

To date however, the advIsor has no knowledge of any progress on this plan

6
3 1 August 1998
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ACTION MONITORING PROGRAM
REPORT NO 4 - AUGUST 1998
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Actions
14 For major nonbudget customers
who are receiving electnclty servIce,
IdentItY arrears over 3 months and
reschedule them as legally
enforceable, Interest beanng,
saleable debt mstruments

15 Establtsh collectIon departments
with htlgatIOn staffs at all
oblenergos to take vigorous
systematic legal actlon~ 111 the court
agamst all defaulters

Recent Status / Pro~ress measUl es
Non-budget funded customer debt was approachmg 2 2 bllhon UAH at Augu~t I ThiS represents an
mcrease of4% In the current peflod and the level IS 24% hIgher than at 1/1/98 The data by Oblenergo
IS contamed m Attachment A14 A

InformatIon on large debtors IS shown m Attachment A 14 B 166 customers had mdlvldual debb over I
mlilton UAH for a total of I 46 billIon UAH The mformatIOn provIded by Mmenergo to mOllltor thIS
Item IS bemg defined and compiled differently than m pnor penods ThIS month, the reportmg has
changed to show mdlvldual farms as "small" customers (less than 100,000 DAR of debt) as opposed to
showmg all agnbusllless III an oblast as one "large" customer (over I mllhon UAH m debt) as was done
m pnor months

In July It was reported that Mmenergo drafted a Presldenttal Decree for creatmg a legal baSIS for
Improving collectIOns whIch mcluded the followmg features

I Industnal customers Supply contracts With pre-payment clause and bank guarantee, or Jomt
guarantee customer/bank (agency agreement)
2 State and local budget funded customers use of Treasury BIlls, mumclpal bonds or slmtlar
secunties backed by local admmlstratlons (to be used III connectIon With taxes and dutIes)
3 Use of customer promissory notes and generatIon company transfer notes

To date, stIll no actIOn has been taken on the draft PresIdentIal decree
Some oblenergos are establtshmg speCIal collectIon departments The adVIsor IS workmg WIth
Khmelmtsky and L' VIV Oblenergos to assIst m these efforts

7
11 August 1998
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------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 4 - AUGUST 1998

ActIOns Recent Status / Progress measUl es
16 Assure financmg to pay budget As prevIOusly reported, under the draft of the IMF Extended Fund Faclhty, the Supplemental Budget IS

arrears for electnclty and heat wlthm to contam 90 millton UAH m the second half of 1998 for budget arrears to the electnclty sector For
5 years by means mcludmg Treasury the 1999 budget, the reqUIred amount IS 180 mlllton UAH
promissory note program and
promissory notes of local state
admlmstratlOns
17 Transfer to wmners of At the request of the State Property Fund (SPF) management, draftll1g of a new standard Management
competitIOns and tenders Contract has been completed by the adVisors It IS bemg reviewed by the SPF deputy chairman
management of state owned blocks
of shares m the Electnclty The SPF has offered the nght to manage state shares to the wmners of the seven oblenergo commercial
Compames to be pnvatlzed usmg tenders concluded m July However, management contracts will not be concluded until purchase and
Section 104 ot the State sale agreements are concluded by the SPF and the wmnmg bidders
PnvatlzatlOn Program provldmg for
the control mterest to be held by
mvestors

8
31 Augu"t 1998
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FINANCIAL RECOVERY PLAN

ACTION lVlONITORING PROGRAM
REPORT NO 4 - AUGUST 1998

Actions
18 For all Oblenergos, sell by open
tenders or competitIons against
mvestment commItments on a
schedule specIfied by the SPF and
Mmenergo, at least 25% of the
shares plus one share, provldmg for
a posslblltty of transfernng
management of state shares to the
winner ProvIde by the terms of
tenders and competItIons for an
amount not less than the mltIal
sellmg pnce to go for compames'
development For efficIent sale of
shares, divIde oblenergos mto two
groups

Recent Status / PI ogress measures
Tenders for at least 25%+ 1 share In each of 15 oblenergos are scheduled to be completed by Jan I,
1999 Wmners have been announced (I e tenders have been concluded - although purchase/sale
agreements have yet to be concluded for the July tenders) for 10 oblenergo tenders to date rangmg m
size from 12% (for a tender concluded m Jan 1997) to 20% (for two tenders concluded 10 March 1998)
to 35% or 36% (for the seven tenders announced In July) of the shares of each oblenergo On August
20, the Odessa tender results were cancelled by the Supreme ArbitratIOn Court of Ukrame

With the adoption of the Cabmet ofMmlsters ResolutIon of August 5,1998, the state shareholdmgs In

all oblenergos have been reduced from 51 % to 25%+1 share The ex-state share packages have been
allocated to commercIal (cash) tenders

Complete the sale of all 27 oblenergos by July 1, 1999 An average of40% of the shares of each
obIenergo (rang109 from 16% to 73%) have been sold to date by alI means of sale (preferentIal share
sales to employees, certificate auctton sales to the pubhc, tenders, stock exchange sales, and cash
auctIOns) Depending upon market COnditIOns, It IS expected that all oblenergos WIll be pnvatlzed (I e
70%+ of the shares of each sold) before the end of the first quarter of 1999

9
3 I August 1998



------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 4 - AUGUST 1998

Actions
19 Sell at least 24% of 4 fosstl
generators against Investment
commItments by tenders and
competItions Provide by the terms
of tenders and competitIOns for an
amount not less than 50% of the
ImtIaI selling pnce for compames'
development

Recent Status / Progress measUl es
The wmner of the competitIOn to select an internatIOnal advisor for the sale of24% ofTsentrenergo was
announced m the spnng Negotiations over the terms of the contract contmue A tender for the
selectIOn of an advIsor for Zakhldenergo has yet to be announced A tender for an mternatIOnal advisor
for the sale of24% of Donbasenergo was held seven months ago The wmner of the tender and the SPF
contmue to negotiate terms of the contract The tenders to hIre advisors for Donbasenergo and
Tsentrenergo were conducted by the SPF utllIzmg the December 1997 tender regulatIOn WhICh reqUIred
that the wmner provide bndge financmg to the Government of Ukrame ThIs "pre-pnvatizatIOn"
financmg Issue has delayed conclUSIOn of agreements With the two advisors

Once contracts have been concluded, the advisors wtll utilize the newly adopted mternatIOnal tender
regulatIOn for the sale of 24% each of Donbasenergo and Tsentrenergo to strategIC mvestors ThiS new
tender regulatIOn IS seen as an Improvement m that It prOVides more transperency to the process, greater
restnctIOns on partiCipatIOn from mSlders, bidder pre-qualIficatIOns, and greater disclosure reqUIrements
for the enterpnse bemg tendered Dmproenergo, havmg seen the delays encountered by Donbasenergo
and Tsentrenergo, plans to have the SPF conduct an mvestment tender for Its 25% share package
Without the use of an adVisor and through the use of the eXlstmg non-commercIal tender procedures (not
the new mternatIOnal tender regulatIon) Thus leavmg Zakhldenergo as the only generatmg company
which might utilIze both the newly adopted tender for mternatIOnal adVisor regulatIOn and the
mternatIOnal tender regulatIOn Whether the four gencos wIII utilIze, If adopted by the SPF and Mm
Energo, the newly drafted standard management contract to allow strategic mvestors to manage the
state's 51 % shareholdmgs IS uncertam at thiS pomt m time

10
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------------------FINANCIAL RECOVERY PLAN
ACTION MONITORING PROGRAM

REPORT NO 4 - AUGUST 1998

ActIOns Recent Status / Progress measUl es
20 RevIew the results of Items DraftIng wIll begIn In September An InItIal draft of the 1999 energo pnvatlzatIOn plan for consIderatIOn
17-19 of thIs Plan's ImplementatIon by Cabmet of MInIsters IS scheduled by Oct 15 and a final draft by Nov 15, 1998
and prepare draft electnclty
company pnvatlzatlon plan for 1999
for consIderatIOn by CoM
21 FInancIal Recovery CommIssIon There were no known FRC meetmgs In July
("FRC") to control ImplementatIon
of the Fmanclal Recovery Plan and
report quarterly to the CoM on the
process of Its ImplementatIOn
22 Prepare financIal performance The "Key FmancIaI IndIcators and Benchmarks" table IS beIng dlstnbuted wIth thIs report
mdlcators of the mdustry's financIal
recovery process as set forth In the
AppendIx
23 Draft appeal to the World Bank The EMDP remstatement decIsIon date has been moved from 15 August to 15 October
to remstate EMDP loan based on
InItIal performance of thIs Fmanclal
Recovery Plan, Includmg a request
for reallocatIon of loan proceeds for
acqUISItion ofmetenng and
commUnIcatIOns technology
requIred to Implement hourly tanfl ...
and voluntary demand Clll tdllment

11
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UKRAINE POWER SECTOR
FINANCIAL RECOVERY PLAN

KEY FINANCIAL INDICATORS AND BENCHMARKS
08/28/98
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9A X Supply to NatIOnal Budget Customers (Table)
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14A X Debt Incurred by Nonbudget-funded Customers (Table)
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Fmanclal Recovery Plan Reportmg StatIstIcs
Fuel Procurement Methods and Payment MechanIsm Summary

All Genco Thermal Power StatIOns
for the month of

Jul-98

UNIT STATISTICAL ANALYSIS

I
Cost Per tonne Per 000 cm - Hryvna
Cost Per Umt of Energy - Hryvna/mm Kcal
Cost Per UOlt of Energy - $/mm BTUI Memo Foregm Ewcange Rate (May 98 rate)

Volume Tonnes,OOOcm 1,899,966 50,092! 538,141,018 I

I
Fuel Cost Hryvna 140,686,512 9,935,813 i 107,970,576 I 258,592,901
Payment by Cash Hryvna 2,672,000 2,894,4471 127,000 5,693,447
Payment by Offset Hryvna 67,390,538 3,123,9281 32,093,167 102,607,633,
Payment by Debt Hryvna 70,623,9741 3,917,4381 75,750,409 150,291,8211

II-------------.....;.I----------;!
Total - Percent ' I

I

I Payment by Cash Hryvna 1 9% , 2 2%
Payment by Offset Hryvna 47 9% I 39 7%
Payment by Debt Hryvna 502% I 58 1%11- 1_°°_°°_% 1_°_°_0_%..1

I Total

I

I
CompetitIve Tender

Volume
Fuel Cost

I
Payment by Cash
Payment by Offset
Payment by Debt

I Other Procurement Methods
Volume
Fuel Cost
Payment by Cash
Payment by Offset
Payment by Debt

Cash AVaIlable for Payment

I CalorIfic Value

I
I
I
.--...F-m-a-n-cl-al!"'"a-n...d------r--I-----------------...F~u-e~1 5-----------1....._P_ro_c_ur_e_m_e_nt_S_t_at_Is_tl_cS I...u_n_It_s C_oa_I_I M_az_ut...I N_at_u_ra_I_G_as T_o_t_al

I

I
I
I



: II Ii! THE CABINET OF MINISTERS OF UKRAINE II

RESOLUTION

I D-\TE JUU 15,1998 No 1089

With the aim at en~unng ~ettlemenb tor coal mmmg produCb bemg ~tored mto the State MJtm<.1l Re~ene (hlrther on a, ~tate

n:~ene) at ~torage taclhtle~ at pO\\er ~tatlon~ III accordance wIth Cabmet at MIlllster~ Re~ollitlOnat Apnl 15 1998 No 491 On

preparatlon ot economy tor operatIOn m dutumn wmter penod 1998/99 the Cabmet at Mlm~ter, at UkrJrne hen:b\ RESOLVES

I
I
I

SUBJECT

RESERVE"

KYIV

"ON STORI~G CO \L PRODUCTS {\,TO THE STl\TE 1\[ UERH.L

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

1) The State Committee on :t\[atenal Resources to finance a storage of cO'll-mmmg products mto the

state resen e shall attract loans from commercial banks m amount of -1-0 mllhon hl)'\ ms \\ Ith their

repay ment b) J muarv 1, 1999 1.gamst a pledge of 200 000 tons ot the 3d grade \v he'lt trom non

reduced st1.te resen e Inventones set b) the Cabinet of Mmlsters

2) To decrease the amount of the state resen e wheat to be transferred mto the pledge 'lccordmg to

the Cabmet of Ministers Resolution ofJune 27, 1998, No 458, tor 200 000 tom \\ Ith the aim of

passing thiS amount over Into the pledge In accordance With clause 1 at this ResolutIon b l the StIte

CommIttee on 0fatenal Reserv es

3) The MInistry at Coal, MIOIstry at Energy, the State Committee on \hternl Re~ources 10 10 da\ s

term shall conclude 1.n agreement upon measures prOVIding shIpment of GOO 000 tons at co u
mining products m July-September of 1998 to Po\\ er statIOns, to be put mto the Sntt Resen e

1m entorv J11d to ensure conclUSion of the correspondmg agreements \\ Ith 'iuppher'i ot the~e cO 11

mlnmg products, that shall foresee their property hablhty

-I) The Mmlstry of Energy shall ensure tnnsference ot cash by povver generattng comp'lnles on I

monthlv basiS startmg trom August 1 of thIs) ear, 0\ er separate account" of tht Stlte CrJmmlttee

on l\fatenal Resources m commercnl b'lnks, Within the '\ olume'i that pro\ IUt tor rep t ment ot

10 lOS indIcated In cLlUse 1 ot thiS ResolutIOn, as well as, the mterest'i tor thur u"e, a~ repl ment ot

mdebtedness tor the rele'1sed coal and mazut, In accordance \\ lth the C thmet ot \flnlster'i

Re~olutlOn ~ 0 73-2, ofJanuary 23,1998

Prune Muuster of L UalIle

\ PUSTO\ OITENI-....o
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I
I
I
I
I
I
I
I
I
I
I
I
I
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I
I
I
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ResolutlOn #1090 as ofJuly 15,1998

Ktev

On Provtdmg Settlements for Coal Products

In order to provide settlements tor co,l products put IOto the State Reserve 'md stored \vlth pO\\er
phnts 10 conformity to Cabinet of Ministers ResolutIOn #491 as of Apnl 15, 1998, On the
PreparatIon of the NatIOnal Economy for the \\'mter Penod of 1998-1999, the C,bmet of \hOlster~

ot Ulrame hereby RESOLVES

By October 1, Mmlstry of Finance shall ensure the repayment of e,-Istlng debt and current
V'-\T charges under a centralized procedure from the State Budget through Mmenergo to
]\[menergo entitIes In the amount of UAH 200,000,000 at the e,-pense of the dlfterence
between gross revenues and e,-penses of the NatIOnal Bank of Ukrame In e,-cess ot the
'lmount establtshed by the State Budget of Ukraine as of the ye Ir 1998

2 i\flnenergo shall ensure centralized purchases of 3 mIllion tons ot coal products tram
]\l!mstry of CO'll entIties Within the penod ot July through September 1998 and store thl~

,lmount a~ the St,te Reserve "\vlth power plants against the debt tor coal sold tram the St'lte
Reserve In 1997

3 The State Reserv e Committee shall supply 3 million tons of coal products to Mmenergo
entitles \vlthln the penod ofJul} through September 1998 m order to secure continUIty ot
pO\ver sector operations dUring the current) ear's hal'. estmg time The supplie~ sh'lll be
conducted under time loan agreements \vlth the correspondmg amount of fuel to be
returned by Juh 1, 1999, and the mterest of 0 1 per cent to be paid monthly tor the use at
the CO'll

-I- C lbmet of !\[mlsters Resolution #1005 as ofJuly 6, 1998, On Providing Settlements trJr Co 11
ProduLts, shall be deemed null and \ Old

'-\ Holubchenk.o,

First \ tee Pnme ]\[IOlster of Uk.rame
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1\1 Itlon It ElectricIty ReguLltol) Comml<;slOn of Uhnme (NERC)

RC~OLUTIONNo 1052

at 13 August 1998

The City at kyrv

On the Procedure of Determlnmg Customer Classes

Pursuant to the Law at Ukralntan "On Electnclty Sector", Decree at the PresIdent at Lknme 1\.0

335 of 21 ~--\pnl 1998 "Issues of the NatIOnal Electricity Regulatory CommIsSion of Ukrame' , the

i\btlOnai ElectrtClty Regulatot) CommiSSIOn of Ukraine hereby RESOL\ ES

To 'lpprm, e the Procedure of determmlng customer classes accordmg to \ olt'lge le\ el It the gnd

dlstnbutlon pOints of electnclD. supplvmg systems (enclosed hereWith)

Z ButSlO, Chairman of the CommiSSIOn
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by the Re<;olutlOn ot the" ttIOn tI

EleLtnclh Regul,tton (,omml"slon

at Ukrame

of 13 A.ugust 1998, 1\.0 l()j,2

PROCEDURE OF DETERMINING CUSTOMER CLASSES ACCORDING TO

VOLTAGE LEVEL

1 The Procedure of determmmg customer classes accordmg to voltage level at the gnd dIStributIOn

pomts has been establIshed m complIance WIth CondItIons and Rules to carry out entrepreneunal

actIvIty m tranSmISSIOn ofelectncity by local electnclty networks, approved by the Resolution of the

NatIonal ElectncIty Regulatory COmmISSIOn of Ukrame, No 15, of 13 June 1996, and ConditIonS and

Rules to carry out entrepreneunal actIvIty m supply of electrICIty at regulated tarIff, approved by the

ResolutIon ofthe NatIOnal ElectrICIty Regulatory CorrumssIOn ofUkrame No 13/1 of 13 June 1996

2 All customers are grouped mto 2 classes accordmg to the voltage level at the gnd dIstnbutlOn

pomts of electrICIty supplymg systems

! t cl1S<; mcludes customers recel\ mg electriCity from electncltv supph mg comp1m \"\ Ith 1"\ olt 1ge Ie' el

at 35 kV ,lnd 0" er 1t the grid distribution pomt,

2nd dass covers customers recel\ mg electncity from electncity supph mg COmp1n} \" Ith 1" olt Ige Ie' el

less th1.n 35 kV at the gnd dIstnbutlon pomt

3 Cu"tomer<; recel\ mg electricity from the electnclty supplvmg comp tm \" Ith l' o\tage le\ eI of 27 i

k\ <It the grid dlstnbutlon pomt belong to customers at the 1st chss

..J. Cu~tomers recel\ mg electnClty from opentmg electriC power pi tnt bu~e~ (e\.ccpt CHP" lOU HPP..,

\\ hlch generate eleCtrlLlty penodlC1lh), 1.5 \vell as from buses at substaTIon<; at the ekLtnc pm\ er system



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

II IIIL gULl Lll"rnOUnull pUllH

5 EXIstmg tarIffgroups shall be retamed wlthm each class of customers

6 If the customer has severallme connecttons wIth dIfferent voltage levels at the gnd dlstnbutlOn

pomts, the customer class shall be determmed separately by each gnd dlstnbutton pomt according to

the voltage level at each of these hne connectIons

Settlements for electnclty consumed shall be effected according to meter readmgs In complIance with

tanffs set for an appropnate customer class and tanff group

If the customer has entIties temtonally separated (such as shops, subdIVISIons) and not connected to

a common dIstnbutIon system WIth It, the class for these entttles shall be determmed accordmg to the

voltage level at the gnd dlstnbutlOn pomts of the electnclty supplying company and such separated

entity

7 The customer class for sub-customers shall be determmed according to the class of the malO

customer (subscnber) IrrespectIve ofthe voltage level at the gnd dlstnbutlOn pOInts of the electncltv

supplyIng systems of the malO customer and sub-customer

8 Cu~tomer<; whIch p1.y for electnclty lOnsumed at tanffs dIfferentIated b) penods of time, 'IS \\ ell 1'>

customers ot tanff groups "residentIal customers", "settlements" shall make pdJments tor electr1Clt\

consumed In comphance WIth relevant resolutIOns of the l'\atlOn1.l Electnclty ReguLltor\ CommiSSIon

of Ukrame
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NATIONAL ELECTRICITY REGULATORY COMMISSION OF UKRAINE

RESOLUTION No 598

of 18 May 1998

The CIty ofKytv

ON ESTABLISHING THE ELECTRICITY TARIFF

Pursuant to the Law of Ukrame "On Electricity Sector", Law ot Ukrlune "On Entrepreneur~hlp ,
Decree of the President of Ukrame # 335 of 21 April 1998 "Issues ot the '\atlOnal Electnc!t\
Regu!J.tory Comml<;slon ot Uknme", Re~olutlonsof the Cabmet of \[mlsters of LTkrame # -1-91 of 15
;\pnl 1998 "On Prepanng the Nanonal Economy for Operanon m Autumn-Wmter Period ot 1998/99"
md # ')08 of 18 A.pnl 1998 " On Approval FmanClal Recovery Plan for the PO\\ er Sector of LTkrame "

10 comphance with ConditIOns and Rules to carry out entrepreneunal1.ctl\ !ties In e1ectnclty supph 1t
reguhted tanff and with the aim to ensure recovery of sound e\.penses on e1ectnc!t\ production,
1T1IlSm1SSlon and supply, replenishment of current assets, mcrease m the le\ eI of protitablhtv of PO\\ er
enterpnse<;, the Nanonal ElectnCity Regulatory Commission of Uk.rame ('\ERC) hereby RESOLVES

1 To e~tabhsh that from 1 June 1998

I 1 All electnclty generated by heat, hydraulIc and nuclear power plants which are mcorporated \\ Ith
the electncity generatmg comparues, mcludmg electncity generated on leased umts, and CHPs whIch
concluded agreements with the NDe of Ukrame, as well as nnport electnclty shall be sold solely on
the Wholesale Electncity Market (WEM) as follows

1 1 1 State Jomt-stock generatmg compames of heat power plants, entities of entrepreneunal
activity that lease umts from such generatmg compames shall sell electnclty at pnces calculated In

compliance wIth the Market Rules wIth due account of hourly bid cap establIshed by the NERC of
Ukrame,

1 1 2 State jomt-stod. generatmg comp<lnles of hydraultc power plant~, the ~atlCJn II nuclear
gener,ltlng comp1.ny CHPs, entitles of entrepreneurial actiVity tint lel~e umt~ fwm CHP~ sh III snld
electnClty It prtces est Ibhshed by the NERC

1 1 3 Cntltles of entrepreneurI'll1.ctl\ ltv which Import electrIcity m Lkr,une ~h III ~old It It pnces
e"t tblt"hed by the NERC

1 2 '\ll electrIcity shall be purchased by the lrcensees engaged in electnu!'r <;uppl\ In the \\L \f It 1

umtied \vholesale price calcullted III compliance With the Mark.et Rules

I 3 The retaIl pnce of electnclty for customers shall be calculated by the licensees engaged In

electncltv supply at regulated tanff according to the formula given In Conditions and Rules to
carry out entrepreneunal activIty In electncity supply at regulated tanff
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In order to m,unt,un, In dlfterent regtom of Uknme, a umtied level ot rltul tmtt<; tor eleetnuty to
be ... old to re"'ldentl,tllu ... tomers and ... ettlements, subsidy certltlcate... <;h til be I~c:;ued to Ilcen ... eec:;
Ll1gtged 111 tJectnutv ,>upph at regultted t tnff tor reSidential Cll'>tomcr<, lOd <,ettlemlnt<, tor
re~tdentltl CLl'>tomers \\ hlCh h,l\ e prl\ tleges m p-wment... tor consumed electnul\

I :; Ttrlft... tor electricity to be sold to agncultunl entitles shall be ec:;tlblt ... hed \"Ith due lLcount or
requlrementc:; at !-\.ct at Uh.rame # ~oo or 17 Nm ember 1990 "On Pnanty at Soenl De\ elapment
ot \ IlLlges md _.l,.grolndustml Comple"\. m the NatIOnal Econom)" (ch mges ,md ,tmendmentc:;
mcluded)

2 From]\[ ly 1998 to ~t'1rt Issumg ot c:;ubsldy certltlcates to ltcensees englged m electnul\ supph It

regulated t,trItf for residential customers and settlements, for residential customer~ \vhlLh h 1\ e
pmlleges In payment for electnclf) consumed, agncultural entities

The Iicenseec:; engaged m e1ectnClty supply at regulated tanff shall submit Ipphcltlons to obtlln
c:;ubsldj c..ertltic..ates In comphance \\ Ith the procedure and terms stlpuhted b) rele\ ant Pro\ ISlons on
the procedure of ISSUIng subSidy certificates

3 The Licensees engaged m electnclty supply at regulated t'1nff shall, \\Ithm 2 month~, re-conclude
19reements With customers for electnclty suppl) haVing taken In to '1ccount the tormatlon ot retad
pnces for electnclty In comphance With Conditions and Rules for carrying out entrepreneunal
tLtl'lt Ity m dectnclty supply at regulated tanEf

Z ButSIO,

NERC's Chairman



I FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

I Action No 8 - Summary of Terminations - All Customers

Attachment AS

I Report for period ending 01-Aug-98

See NOTES below for detailed description of each Item required

I
1 2 3 4 5

--------------,A..''''D"e....b'to-=-r-s-ln-d'e'fa,--u....ltc----1--------A....I..1D"e·b....to-r-s-d'ls-c-o-nn-e-c7te-d..---

both connected and disconnected as at 01 Aug 1998
% of
Total

Lugansk 1671 -148% 290790 I 249% I 9781 585% I 76914' 265%

01-Aug-98 from Jan 98 :01-Aug-98 ' from Jan 98 Debtors I Debtors ,OOOUAH, Debt
CrImea 3097, 08%' 1452881 321% 1178

1
380%[ 677151 466%,

Sevastopol City 196 71% 117341 -129% 661 337%1 3728 318%
Khmelnltsky 1103 -147% 192241 342% 4291 389%1 8620, 448%
Vlnnltsa 1192 190% 27987 1 312% 761 ' 638%1 8580 307%,
Ternopil 780' -106% , 26501 1 656% 426 546%1 13105 495%
Chernlvtsy 291 i -302% I 125151 322% 1391 478%1 33941 271%
Zaporhozle 2331 ' 83%, 1165151 458% 6061 260%1 91471 79%
Dnepropetrovsk 3214' 19% i 3153761 104% 7851 244%1 32681 1 104% ,
Klrovograd 744 88%1 24683, 243% 5441 731%[ 15188! 615%
Donetsk 1927 -86% 617862! 189% 1313, 681% 1 387565 1 627%

I
Suppliers No of Debtors Debt - OOOUAH No % of I Debt I

At % change I At : % change of Total I

I
I
I
I

Kylvenergo 701 116% 1312281 187%, 3051 435% 11821' 90%
Kylvoblenergo 1998 94% 281841 391% I 1122 1 562% 16234 576%
Cherkasy 2322 229% 662991 641% I 6821 294% 22081 333%
Zhltomlr 743 101% 103141 226% I 546 735% I 63361 61 4%

I 'ChernlglV 935 34% 200741 55 Wo: 8231 880% I J4749 735%
LVlv 1931 -26% 646781 332% i 6161 31 9% --=8=6=90"""""ir---c1'""'3-4=°/c'-0
Rlvne 1197 20% I 13000 11 3% I 470, 393% 42351 326%

I Prykarpatye 1060 76%1 12599 163%1 303' 286%128111223%
Zakarpatye 1272 34% ' 20067 946% I 860: 67 6% 64851 32 3%
Volyn 1129 241% 25195 1 465%1 199, 176%11256, 50%
Odessa 1276 -5 5% 60783 I 20 7% 584 I 45 8% 1 9868 16 2%

I Kherson 1704 74% 78807: 208% 1462 858% I 52870 67 1%
Mykolaev 476 224% 356211 1433% I 185 389% I 7443 209%
Kharklv 1836 -23 4% 120390 : 5 5% I 826 45 0% I 17507 14 5%

I Poltava 1468 93% 343491 -47% I 593, 404% 1 8581: 250%
Sumy 1354 156% 31791 1 550%1 584 ' 431%1 5853 184%
S W RD"""'C-----r--6r;------;5=-;0,--;0""°Ic"o-----,9"'5=-:;;1c;;8----:;-14..6~oon7Yo---1~--:1'"'"6"7""o/tC"lo--=27'7.3"'3c----~2"'8---=77n°Ic-;-o

I
Ukraine

Current penod
PrevIous period

37954
39485

16%
57%

2371372 1

22099291
236%1
173% :

17386'
17774

458% 1 826190
450% 1 870156

348%
394%

I NOTES

I Col
No
1
2

I 3
4
5

I HB/PC

I

Detailed descrrptlon

Regulated Tariff Supplier
Total number of customers provided with electriCity service (above emergency level) whJle In default
Cumulative Value of electriCity prOVided to customers that Supplier IS entitled to disconnect but not disconnected
Total number of customers disconnected or on emergency lavel service only
Total Cumulative Value of electriCity services owed by customers disconnected or on emergency level serv,-.:..::Ice=-- _



IFINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

I
Attachment A9 A

IActlon No 9 - Supply to National Budget Customers

I

951 Vo
420%
687%
400%
241%
376%

608%1

-40 0%

53%
881%

131 9%

1033%
1831%
1155%

373: 691%
066' 328%
2581 1358%
1 231 342%

+/- year to date
M UAH ,Jan 1 '98

55%' 4841669

o60 i (0 06). -9_0_O/c_oi (0 40)

2 15 I 0 10 I 4 9 Yo 1 05
7 53 0 67 9 7% 2 23

f---~~'+'-'----=-==---i
1 18 (0 11) -82% 048
1 40 I 0 50 , 54 9% 0 40
2851 (004) -12%1 055
1 931 a 101 52% I 0 53
8 74 ' 0 88 11 1% : 4 44

1019, 294, 405%1 659
6 04 ! (0 26) -4 2% i 3 24

12808

066,

786
726,
630!

686
1 29 i
090
289
1 83 1

11 20 I

383
2 161

121 39

Debts - M UAH ' +/- In month I% change from

430
360 i
280 i

530 I

a70 I

1 00 I

230 '
1 40 I

1 10

1 90 421 4481 027 j 64% \
360 4621 4831 0211 45%

5401 7611 9131 1 531 201%
200 3061 2661 (041) -132%1

7967

11 00 I

200 I
090 I

Jan 1 '98 Jul 1 '98 I Aug 1 '981 MUAH I Jul1 '98

Chernlglv

Khmelmtsky
Vrnmtsa

SW ROC
~Central RDC

Ukraine

Ternopll 020 1 61 1 1 58 (003), -1 9% 1 381 6900%,

Chernlvtsy 030 I 1 511 1 44 (008 -50% 1 14, 3790%
Zaporozhle 480 I 514

1
7161 202 392% 236 492%

Dnepropetrovsk 340 i 4721 502, 030 I 64% 1 62 478%
Klrovograd 1 70 I 1 821 203 : 0211 11 5% 033 194%
Donetsk 360, 750! 810, 060 80% 450 125 0%
Lugansk 5 00 i 717 : 4061 (3 11) -433% (094) -188%
Kylvenergo 390 I 777 7701 (0 on -09% 380 975%
Kylvoblenergo 290 578i 6041 026 44% 3 14 1082%

ICherkaSy 080 2591 215 (0 43y -168% 1 35 1689%
Zhltomlr 277 1 19 I 1 67 048 40 3% (1 10) -397%

I 0 0

Odessa

I Kherson
Mykolaev

-Crrmea
Sevastopol City

I
LV1V

Rlvne
Prykarpatye

I zakarpatye
Volyn

Kharklv

I Poltava
Sumy

Suppliers•

I
I
I
I



I FINANCIAL RECOVERY PLANI MONTHLY ACTION MONITORING SYSTEM

I Action No 9 w Supply to Local Budget Customers

Attachment A9 8

I

681%
222%

-93%1

-692%
31 5%
514%

-80 0%
149%

1643%
88%

280%
146%
71 3%

-227%
117 1%
-363%
421 5%
1173%

189%
4100%
228%

1683%
141 0%

-1000%
-23 1%
1340%

1 08
041

1 151
I

007 '
o14
025
207
259
040
060

(1 90)
(069)
067

o 11
1 68
522
000

(325)
082 '
036,

(2 05)
o16

(494)
084,
070,

(1440)
037

(754)-83%73 10 I (662)7972

1 90 a00 I 0 00 ' a00
300 305 2 31 (075) -244%
050 1 28 1 17 (0 11) -84%

3 80 6 59 I 6 39 (0 20) -3 1%
1 80' 264 220 (0 44) -167%
o00 0 58 a60 I a02 4 2%

o70 ' 1 77 1 85 a08' 4 4% I
o80 a 58' 0 87 a 29 I 50 3% I

050 057 0641 007 123%
170 236: 195 (041) -174%
290 374 497 1 23 330%

050 083, 0611 (021) -257%
1 00 I 3 361 2 68 ! (0 68) -20 2% i
3 70 I 6 67 I 8 921 2 25 I 33 8% I
0001 071 ooot (071) -1000%1
4 70 ' 3 92 1 45 I (2 47) -63 1% i
260 294 3421 0481 162% i
070' 1 90 I 1 06 1 (084) -442%

80 64

900 1041 1 695' (346) -332%
a 14 0 30 f 0 30 I 0 00 a 0% ;

13601 8821 8661 (016) -18%1
o20 I a67 I 1 04( 0 38 I 56 4%
o60 : 1 20 1 30 I a10 I 8 7% I

18 00 4 10 I 3 60 : (0 50) -12 2% '
2 50 446, 2 87 ' (1 59) -35 6%

Debts - M UAH +/- In month' % change from 1 +/- year to date
Jan 1 '98 ' Jul 1 '98 I Aug 1 '98 I M UAH Jul 1 '98 --.M.....UCO-A..-";H..----J.---a-n~1'""9=8~

5 70 , 5 85 6 78 I a93 15 9%
o 10' 0441 051 , 007 162%

Donetsk
Lugansk

Suppliers

ICrimea
Sevastopol City

SW ROC

I Central ROC
IUkralne

Odessa

I Kherson
Mykolaev

I
LVlv
Rlvne
Prykarpatye

I
Zakarpatye
Volyn

I Kylvenergo
Kyrvoblenergo
Cherkasy

IZhltomlr
Chermglv

Kharklv

I Poltava
Sumy

I Khmelmtsky
Vlnmtsa
Ternopil

I Chermvtsy
Zaporozhle

I
Dnepropetrovsk '
Krrovograd

I HB/PC

I
I
I



I FINANCIAL RECOVERY PLAN Attachment A14 A
MONTHLY ACTION MONITORING SYSTEM

I Action No 14 - Debt Incurred by Non BUdget Customers

I
.SUPPliers Debts - M UAH +/- In month Wo change fm +/- year to date

Jan 1 '98 Jul1 '98 'Aug 1 '981 MUAH
,

Jul1 '98 MUAH Jan 1 '98
Crimea 989 1303' 12941 (0 9) -07%1 305 308%,,I Sevastopol City 11 4 8 l ' 861 051 57%' (2 8) -248% '
Khmelmtsky 11 9 154, 141 ! (1 2) -80%, 22, 187%
Vmmtsa 167 198: 2051 07

1
34%: 38 226%1

Ternopil 12 1 175: 1601 (1 5) -84% I 39
1

323%1I Chermvtsy 92 1031 11 1 I 081 79%: 1 9 i
10791

,
Zaporozhle 7041 88 11 198

1

224%' 375 ! 533%1
lonepropetrovsk ' 2798: 27811 30691 2881 104%1 271 97%

Klrovograd 175 21 2 21 6 041 18%1 4 1 234%,
Oonetsk 4979 5963 6062 99 1 17%, 1083: 217%I Lugansk 2253 2796 28391 42 1 15% 586 260%
Kylvenergo 977 1176 11 66 1 (1 0) -09% 189 193%1
Kylvoblenergo 173 222 21 81 (0 4~ -17% 46 265%

ICherkaSy 260 541' 5551 14
1

26% 295 1134% I

Zhltomlr 54 85 i 76 (0 9~ -103% 22 400%1
ChernrQlv 11 2 168 i 1661 (0 2~ -12% 54 484%

I
LV1V 426 5391 553

1
14

1
26% 127' 298%!

Rlvne 102 11 5, 1091 (0 5) -44% 07 73%
Prykarpatye 93 11 2' 10 6 ~ (06) -57% 1 3 135%

Izakarpatye 63 13 1 : 153
1 221 170% 90 1423% I

Volyn 129 17 l' 1831 1 2, 68% 54 41 9%'
Odessa 422 463 527[ 63 137% 105 248%I Kherson 598 664, 664 00 00% 66 11 1%
Mykolaev 11 8 262, 2901 28, 107% 172
Kharklv 101 2 1106: 1088 i (1 8) 76 75%

I

ipo,tava 31 1 268' 283
1

1 5 I 57% (2 8) -91%
Sumy 19 1 271' 285 15' 55% 94 494%,
SW ROC 29 69 891 20, 287% 60 2075%
Central ROC 57 07 91' 84' 12696% 34 598%

rame ,7 5 4 0 4

I HB/PC

I
I
I
I (

\ J '



I FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

I
Action No 14 - Summary of Arrears

Attachment A14 B

I Customers with Large Electricity Debt as of· 01 August 1998

I Supplier over 100,000 & less
than 1M UAH

Debts
Over 1M UAH

I No of Debtors Total Debt No of Debtors Total Debt
OOOUAH , OOOUAH

-;;;C~n-m-e-a-----------1"'-;2~1----4~,-=54~81-----~8--+-1 -----=7=-O,-=88=5=-

I Sevastopol City 5 1,4441 21 3,018
Khmelnltsky 6 I 8,3091 2 I 11,338
Vlnnltsa 5 1,698 I 5 16,432

I Temopil 4 2,610 I 3 11,360
,Chernlvtsy 6 1,600 i 2 3,578
Ilaporhozle 81 3,2091 61 43,879

I Dnepropetrovsk 121 4,1421 14 i 146,386
Klrovograd 3' 1,7041 61 16,801

I LVlv 10, 3,1901 71 33,778
Rlvne 10 3,2571 1 I 1,934
Prykarpatye 5 1,427 I 4 1 6,486

I lakarpatye 6 1,9941 3 1 5,636
Volyn 7 1,581 , 3' 7,485
Odessa 10 3,825 i 5 19,795

I Kherson 9 3,120 I 3 46,776
Mykolaev 9 I 4,640 I 4 I 15,131
Kharklv 28 6,3131 111 80,883

I Poltava 2 1,265 i 5 15,348
Sumy 25 7,496 3 14,474

1 There IS a slgnrficant change In reporting method thiS month
IndiVidual farms are no longer aggregated mto one large
customer as they were In prior months
2 Figures may mclude Budget customers

NOTES

I HB/PC

S W RDC 1 600 2 8,409

I Centrak ROC 0 0 1 9,108
Ukrame

Current period 264 93,765 166 1,457,161
1:1--_....;..p.;.;re;.;.vl;.;.o.;;.;us;..:p;;.;;e;,;,.;n.;;..od~ ......;;;2.;;.;82;;;-.__....;..10;;.;;1.;.;,1;..;,1,;;,,9 ....;1..;..7.;;..5 1_7_3_0_5_41....
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FINANCIAL RECOVERY PLAN

ACTION MONITORING PROGRAM
REPORT NO 5 - SEPTEMBER 1998

ActIOns
I Requne that all noncash
financial settlements, including
offsets, be executed by, or on
behalf of, electrIcity companies
USing NBU bank offset
mechanism
2 For each generatIOn
Company, apply all financIal
resoUl ces whIch remam
aVailable aftel payment of
wages, repairs, and taxes, to
cash fuel procurement

3 Genel atIOn CompanIes
conduct all cash purchases of all
types of fuel from supplIers
based on competitIOn

~-

--:::.

Recent Status I Pro~ress measures
• The NBD Bank Offset MechanIsm has been approved by the Cabmet of Mmisters It IS bemg

Integrated mto the Market Funds Procedure by the adVisor The Market Funds Admmistrator
indIcated that as of mId August a very small proportIOn of offset deals were bemg admInistered
through the NBD offset mechanism

• Gencos still receIve Inadequate amounts of cash through the Energomarket to pUlchase fuel
Mmeneigo states that then speCIal fuel account has been essentially empty and that they have
not been pUlchasIng fuel with that account Fuel procurement In August, accordmg to
MInenergo, was achIeved with 0 1% cash, 39 1% offset, and 608% debt Total cash spendmg
fOi fuel was 185,000 UAR, SIgnIficantly down flOm pnor months of 57 (July) and 10 7 (June)
millIon DAR Attachment S2 containS the fuel plOcurement infOrmatIOn

• Competitive tenders have not yet taken place A September 4 Cabmet of MInIsters protocol
(Attachment S3) enVISIOns the prOVISIOn of I mIllIon UAR per day fOI coal procurement and I
mIllIon DAR per day for mazut procurement to Mmenergo WIth funds from an Unidentified
financIal source ThIS protocol enVISIOns mazut, but not coal, plOcurement by tender
Procurement through DerzhComReserve continues ThiS IS typical In that the Cabmet of
Mmisters yet reltes on central fuel procurement and does not require fuel procUl ement by tender
processes, nor procurement at the Genco or plant level A SImple change m their resolutIOns
could Immediately work to achieve FRP objectives

• Year-to-date mformatIOn through the end of August shows a total of 400 mIllIon UAH (195
mIllIon DSD) spent fOl coal by DerzhComReselve WIth 90 mIllIon UAH (43 mIllIon USD) spent
dunng August There has been renewed Interest by the Piesident, Cabinet of MInIsters, and the
Rada on DeIzhComReserve actiVIties

30 September 1998
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Actions Recent Status I Progress measures
4 Identify as of I January 1998
accounts payable of electlicity • The Cabmet of Mmisters Issued ResolutIOn No 582 dated 28 Apnl 1998 that ordered the
supply and generatmg reschedulmg of the generatmg companies fuel debts from I October 1997 to the followmg four
companies and pr oVIde for this years
debt to be rescheduled for
payment over 5 years m • No advisor IS cUllently available to assist on this task There IS no eVidence that the debt
accordance with the effectIve restructunng has taken place, however, gas debts fell from 2 125 milhon U AH on 5/1/98 to
law I 658 Imlhon UAH on 9/1/98, a 22% declme

",- 2
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ActIOns

5 Transit to market-based retaIl
tanffs accordmg to the
Electllclty Law and the NERC
Issued licenses, while provldmg
for a smgle tanfffor the
population m the entire terntory
of Ukrame

Recent Status I Progress measures
• On September 9, NERC Issued Order No 1155 (Attachment S5), ordenng four oblenergos to

begm to Implement the license-based retaIl pncmg system beginning October I for all customers
other than residential customers, with pnce changes limited to plus or mmus 3 percent m U S
Dollars On September 22, NERC staff, the fOUl oblenergos and Hagler Bailly held a workshop
on the detaIls of ImplementatIOn

• On August 13, NERC Issued Order No 1052, provldmg directions for the divIsion of retail
customers Into voltage classes under the Regulated Tariff Supplier licenses

• On July 20, NERC held a seminar for the oblenergos to prepare them for the ImplementatIOn of
retail tanffs accoldmg to the Regulated TallffSupplIer licenses

• In July the Rada approved a law ImpOSing a ban on increaSing residential pnces for electnclty
pending the government's full payment of debts for wages, salanes, penSIOns, and other sacral
benefits President Kuchma vetoed the law, but the Rada overrode his veto In September

• On May 28, NERC Issued Order Nos 701 and 703, contamIng the regulatIOns necessary to
Implement the subSidy certificate program ThiS program would compensate the oblenergos for
losses from sellmg at less than cost to reSidential, pnvIleged, and agncultural customers

• On May 22, NERC Issued Older No 658, mcreasmg mdustllal and commercial electnclty pllces
effective June I, 1998 The pnce Increases langed from I to 9 pelcent

• On May 18, NERC Issued Order No 598, stating that from June I, 1998 all electnclty shall be
purchased by suppliels at the wholesale pllce calculated under the Market Rules and that the
retail pnce of electnclty for customers shall be calculated by suppliers accordmg to the licensees
The Or der has not been enforced

• NERC Issued Order No 420 on Aplll 10, 1998, mcreasmg reSidential electllclty pnces effective
May I, 1998 The pnce Increases on May Ilanged flom 22 to 35 pel cent fot vallous categolles
of reSidential customers

3
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ActIOns
6 Determme amounts due from
all electnclty supplIers and to all
generators accordmg to the
Wholesale Market Rules
Enforce PlOVISIons for all
payments receIved by Wholesale
Market Members to be
dlstnbuted accordmg to Market
Funds Admmistl atIOn
Procedure

7 Dl aft and submIt for
consIderatIOn mIme wIth the
established procedule law to
cancel pnvileged electncity
tanffs based on the occupatIOnal
prmciple and to set and enforce
consumptIOn limIts fOl all
remammg classes of pnvileged
customeiS

Recent Status I Pro~ress measures
• The Mmket Rules are bemg complied with m sevelal aleas Generators that operate are pmd

accordmg to System Margmal Pnce and AvailabilIty Pnce Independent Electnclty Supplters
are also charged a pnce m accordance wIth the Market Rules

• On 22 September NERC Issued Resolution No 1221 which cancelled the hourly bId cap fm
generatOls effectIve 24 September (See Attachment S 6)

• The Market Funds Admmlstrator IS allocatmg the cash received accordmg to the Market Funds
Procedure

• Oblenergos, however, are not charged a pnce for electllcity pUlchases accOldmg to the Mmket
Rules In an attempt to balance the profitabIlIty of the oblenergos, each month NERC speCifies
wholesale pnces for each oblenergo so that when the oblenergo low voltage charge and techmcal
losses ale consIdered, the resultmg retml tanff IS approximately umfOlm thlOUghout the country
and each oblenelgo, on paper, has a chance to be profitable Therefore, oblenergos havmg high
techmcallosses and/or high low voltage fees me bemg charged lower wholesale pnces while
lowel cost oblenergos are bemg chmged hlghel pnces Once the market-based letail tanff
system IS fully Implemented, thIS problem WIll dIsappear

• On occaSIOn, Mmenergo adjusts the dIspatch schedule deuved by the Market Rules to conserve
and optImIse fuel stocks

• In June the Cabmet of Mmlstels approved a diaft law to cancel pnvileged tanffs based on
occupation ThIS draft law would change 11 eXIstmg laws fOl the vm IOUS occupatIOnal
pnvileges ThIS diaft law has been mcluded m the seSSIOn of the Verkhovna Rada and It IS
expected to be acted upon neal the end of 1998

4
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Actions
8 Oblenergos to promptly
terminate serVIce to all
defaulters except as provIded by
the Law of Ukraine, and local
adminIstratIOns interfering wIth
thIS process are to be
prosecuted

9 Limit supply of electnclty to
budget-funded customers to no
more than the actual amount
prOVided for In cost estImates
fot thIS purpose

Recent Status I Pro~ress measures
• The debt level for all customers In default Incleased dUrIng August by 81 mIllIon UAH (+3 4%)

to 2 45 bIllIon UAH (1 09 btllIon USD) although the numbers of debtors decreased by 637 (-
1 7%) to 37,000 The detaIls by oblenergo are contained In Attachment S8

• The infOrmatIOn as of Septembel 1 indIcates that an increaSing percentage of debtols (47% of
those In default) are being disconnected DebtOls disconnected as of September lowe 743
mIllion UAH (330 million USD) ThiS IS 83 5 mIllIon UAH less debt than debtors reported as
dIsconnected In the pt evlOus perIod

• The debt level of defaulted customeiS who are not disconnected Increased dUrIng August by 164
mIllIon UAH (+ 106%) to 1 71 bIllion UAH (760 mIllIon USD), although the number of such
customers decreased by 828 (4%) to 19,740

• MInenergo and NERC Issued JOint ResolutIOn 1152 (Attachment S11) dated 8 September In an
attempt to Increase cash payments Item 1 2 of the ResolutIOn states that condItIOns relating to
disconnectIOn "of all defauiteis and debtors be met unconditIOnally" ActIon 11 containS mote
InfOl mation on thIS ResolutIOn

• A Cash CollectIOns Improvement Conference, JOintly sponsOled by MInenergo and USAID,
was held In May and attended by the oblenergos Energy MInIster Shebelstov spoke at the
conference and strongly SUppOl ted the cash collectIOn Improvement prInCIples

• The debt level fOl NatIOnal Budget customers Increased by 26 8 million UAH (21 %) to 155
mIllIon UAH (69 mIllIon USD) In the month of August ThIS IS four tImes the monthly Increase
dUllng the pleVIOUS penod Since the beginning of the year, the debt level grew by 75 mIllIon
UAH (33 mIllIon USD) or 94% The detatled infOrmatIOn by obieneigo can be seen In
Attachment S9 A

• At the Local Budget level, the SItuatIOn continues to be pOSitIve Local Budget funded customer
debt decreased by a fUJ thel 1 I mIllIon UAH (1 5%) to 72 mIllIon UAH (32 mIllIon USD) ThIS
was a smaller decrease than dUJ Ing the prevIOus perIod but IS a continuatIOn of the ovel all
reduction In debt at the local budget level ThIS debt level has now been reduced to almost 11 %
lower than the level at the beginning of the year (See Attachment S9 B)

5
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ActIOns
10 T1 ansfer the Market Funds
AdminIstratoi from NDC to a
new, NERC-lIcensed
Energomatket Enterpnse

II FormalIze and enforce
compulsory use of clearmg
accounts for all Oblenergos'
receipts specIfied m the
Wholesale Market Funds
Admmistration Plocedure

Recent Status I Proeress measures
• Mmenergo has proposed an alternatIve structure fm a new State legal entIty "Ukrenergo" ThIS

entIty would perform the functIons currently bemg performed by the High Voltage Network and
NDC Inside Ukrenelgo, an mdependent depat tment "Energomarket" would be created to
perform the functions of the Market Funds Admmlstratol, System Settlement AdminIstratOl,
Accountmg, Clalmmg, and Secretanat ThiS IS not m stnct complIance with the FRP
reqUirement that the Market Funds Admmlstlator be transferred to a new NERC licensed
Enelgomarket Enterpllse, however, Ukrenergo would be licensed by NERC At then
Septembel 3 meetmg, the Enelgomarket Board approved thIS stl ucture WhICh they termed as
"mtenm"

• Also at theIr September 3 meetmg, the Eneigomarket Board decIded to accept the eXIstmg draft
of the Market Members Agreement proposed by NDC as a baSIS for dISCUSSIOn and allow two
more weeks before finalIzmg the draft ThiS draft IS to be submitted to members fOI revIew pnor
to the next Boatd meetmg (tentatively scheduled for Octobel 2)

• Mmenergo and NERC Issued Jomt ResolutIon 1152 (Attachment SII) dated 8 September m an
attempt to mcrease cash payments ProVISIOns of the ResolutIOn mclude
I Oblenergos must pass at least 30% of the value of electnclty purchased flOm the wholesale
matket mto the c1eanng accounts If the 30% thleshold IS not reached the oblenergos WIll
receive no cash m the dlstnbutlOn of market funds ThIS IS a VIOlatIOn of the Market Funds
Procedure (MFP)

2 Requnements for the oblenergos to pass at least 50% of funds receIved for reactIve power
flows mto the clearIng accounts These funds have until now been retamed by the oblenergos to
meet the dIstnbutlOn costs
3 The Independent Supplieis (except for those whIch are creditors to the Wholesale Electllcity
Market, or ate coal or 011 suppliers) must pay the transit fees to oblenergos m cash
4 A requirement that oblenergos prOVIde WI Itten venficatlOn of the use of c1eal mg accounts
withm a week of the ResolutIOn

6
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ActIons
12 Prepare proposItIons to the
Rada to renew responsIbIlity for
non-tImely electlIclty payments
by budget organIzatIOns and
resIdentIal customers

13 For all defaulted state and
local budget-funded InstItutIons
and organIzatIOns, IdentIfy and
execute offsets wIth the
electrICIty supply companIes
For all defaulted
state-controlled enterprIses
IdentIfy and execute offsets wIth
the electrIcIty supply companIes
USIng the NBU bank offset
mechanIsm
14 Fm major nonbudget
customers who are reCeIVIng
electrICIty serVIce, IdentIfy
arrears over 3 months and
reschedule them as legally
enforceable, Interest bearIng,
saleable debt Instruments

15 Establish collectIOn
departments WIth litigatIon
staffs at all oblenergos to take
VlgOl ous, systematIC legal
actIons In the court agaInst all
defaulters

Recent Status I Progress measures
• There are no 11ITiitatlOns for ImpOSItIOn of fines flOm budget-financed mstitutlOns If such

prOVISIOn IS mcluded mto the contract between a supplier and a consumer

• In July, Mmenergo drafted and submItted to the Cabmet of Mmisters a law that would
mvalidate the current law plOhIbitIng fines for IndIVIduals for late payments

• The adVIsor worked WIth MInenergo to develop a SIX step plan to reduce the debt levels of
defaulted state controlled enterprIses, however, the adVIsor has no knowledge as to whether the
plan was mltIated

• The advIsor also submItted proposals to Mmenergo for reducmg arrears of non-mdustrIal
customers The proposals mvolved segmentIng the customers by category Mmenergo contmues
to revIew the proposals

• Non-budget funded customer debt was 2 2 bIllion UAH (I bIllion USD) at September I ThIS
represents an Increase of 22% over the plIor month and a 27% Increase smce 1/1/98 The data
by Oblenergo IS contamed In Attachment S14 A

• InformatIOn on large debtors IS shown m Attachment Sl4 B 165 customers had mdlvldual
debts over 1 mIllIon UAH for a total of 1 57 bIllIon UAH (700 mIllIon USD) ThIS IS an
mcrease of 8% (114 mIllIon UAH) In the recent month Fm those customers WIth mdividual
debts between 100,000 and 1,000,000 UAH, 265 debtors owed a total debt of97 mIllion UAH
(43 millIon USD), an mcrease of 4% (4 mIllion UAH) durIng the recent month

• Mmenergo reported that as of mId-September only 4 oblenergos have formally established
separate CollectIOns GlOupS - KhmelnItsky, ChernIgIv, KIev CIty and Kharkov

7
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Actions
16 Assure financmg to pay

budget arrears for electrICIty and
heat wIthm 5 years by means
IncludIng Treasury promIssory
note program and promIssory
notes of local state
admInIstratIOns

17 Transfer to WInners of
competitIOns and tenders
management of state owned
blocks of shares In the
ElectrICIty CompanIes to be
prIvatIzed, usmg SectIon 104 of
the State PrIvatIzatIOn Proglam,
plovldmg for the control
mterest to be held by Investors

Recent Status I Progress measures

• Under the draft of the IMF Extended Fund FaCIlIty, the Supplemental Budget IS to contam 90
mIllIon UAH In the second half of 1998 for budget arrems to the electnclty sector For the 1999
budget, the requned amount IS 180 mIllIon UAH

• On IS September the Cabmet of MInIsters Issued ResolutIOn # 1440 which calls for Issumg State
Treasury - Backed PromIssory Notes to cover the electnc bIlls of local budget customers WIthout
speclfymg the sums Involved (See Attachment S 16)

• The State Property Fund (SPF) was supposed to develop a new Contract for the Management
of State Shares by wmners of oblenergo and genco tenders by July I, 1998 At the request of the
SPF management, dl aftmg of a new standard Management Contract was completed by the
adVIsor team m July Howevel, because of the Government of Ukrame's establIshment of a new
agency - the NatIOnal Agency for the Management of State Corporate RIghts - the SPF IS no
longel offiCIally m charge of managIng state shares The new Agency has yet to be organIzed
and staffed Therefore, the dlaft Management Contract IS m a state of lImbo

• The FRP calls for the transfer of management rIghts to wmners of tenders begmnmg In July
1998 The SPF has offeled the nght to manage state shares to the wmners of the seven
oblenergo commercIal tenders concluded m July However, management contracts WIll not be
concluded untIl purchase and sale agreements are concluded by the SPF and the wmnmg
bIdders

8
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ActIOns
18 For all Oblenergos, sell by

open tenders 01 competItions
agamst mvestment commItments
on a schedule specIfied by the
SPF and Mmenergo, at least
25% of the shares plus one
share, provIdmg for a possIbility
of transferrmg management of
state shares to the wmner
ProvIde by the terms of tenders
and competitIOns for an amount
not less than the mItIal selling
pnce to go for companies'
development For effiCIent sale
of shares, dIVIde oblenergos mto
two groups

Recent Status I Progress measures
• Tenders for at least 25%+ I share m each of IS oblenergos are scheduled to be completed by Jan

1,1999 Wmners have been announced (I e tenders have been concluded - although
purchase/sale agreements have yet to be concluded for the July tenders) for 10 oblenergo tenders
to date rangmg m SIze flOm 12% (for a tender concluded m Jan 1997) to 20% (for two tenders
concluded m March 1998) to 35% or 36% (for the seven tenders announced m July) of the shares
of each oblenergo

• WIth the adoptIOn of the Cabmet of MmIsters ResolutIOn of August 5,1998, the mInimUm state
shal eholdmgs m all oblenergos have been reduced from 51 % to 25%+ I shar e The ex-state
share packages have been allocated to commercIal (cash) tenders

• The sale of all 27 oblenergos IS targeted to be completed by July 1, 1999 An average of 40% of
the shares of each oblenergo (rangmg from 16% to 73%) have been sold to date by all means of
sale (preferential share sales to employees, certificate auctIOn sales to the public, tenders, stock
exchange sales, and cash auctIOns) Dependmg upon market condItIOns, It IS expected that all
oblenergos WIll be pnvatlzed (I e 70%+ of the shares of each sold) before the end of the til st
quarter of 1999

• Attachment S18A contams mformatIOn on the Share AllocatIOn Plans and share sales as of
August 15, 1998 for both generatmg companies and oblenergos

• Attachment S18B contams mformatIon on the market capItalizatIOn and shar e pllces of the
generatmg companies and oblenergos

9
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ActIOns
19 Sell at least 24% of 4 fossil

generators agamst mvestment
commItments by tenders and
competItIons ProvIde by the
terms of tenders and
competItIOns for an amount not
less than 50% of the mltIal
sellmg pnce for compames'
development

Recent Status I Progress measures
• The wmnel of the competItIOn to select an mternatlOnal adVIsor for the sale of 24% of

Tsentrenergo was announced In the sprIng NegotIatIOns over the terms of the contract
contmue A tender for the selectIOn of an advlsol fOl Zakhldenergo has yet to be announced
A tender for an InternatIOnal adVIsor for the sale of 24% of Donbasenelgo was held seven
months ago The WInner of the tender and the SPF contmue to negotIate terms of the contract
The tenders to hue adVIsors for Donbasenergo and Tsentrenergo were conducted by the SPF
utIlIZIng the December 1997 tendel legulatIon whIch reqUIred that the WInner provIde bndge
finanCIng to the Government of Ukrame ThIS "pre-pnvatlzatlOn" financmg Issue has delayed
conclUSIOn of agleements WIth the two adVIsors

• Once contracts have been concluded, the adVIsors WIll utIlIze the newly adopted mternatlOnal
tender regulatIOn fOl the sale of 24% each of Donbasenergo and Tsentrenergo to strategIc
Investors ThIS new tender regulatIOn IS seen as an ImplOvement In that It pIOVldes mOl e
transperency to the process, greater restnctlOns on partIcIpatIOn from InSIders, bIdder pre
qualIficatIOns, and gleater dlsclosUle requnements for the enterpnse beIng tendered
Dmproenergo, havmg seen the delays encounteled by Donbasenelgo and Tsentrenergo, plans to
have the SPF conduct an mvestment tender for ItS 25% share package WIthout the use of an
adVIsor and thlough the use of the eXIstIng non-commercIal tender procedures (not the new
InternatIOnal tender regulatIOn) Thus leaVIng Zakhldenelgo as the only generatmg company
whIch mIght utIlIze both the newly adopted tender for mternatlOnal adVIsor regulatIOn and the
InternatIOnal tender regulatIOn Whether the four gencos wrll utIlrze, If adopted by the SPF and
Mm Energo, the newly drafted standard management contlact to allow stlateglc mvestOls to
manage the state's 51% shareholdmgs IS uncertam at thIS pomt m tIme

• Attachment S l8A contaInS InfOl matIon on the Share AllocatIOn Plans and share sales as of
August 15, 1998 for both generatmg companIes and oblenergos

• Attachment S 18B contaInS InformatIOn on the market capItalIzatIOn and share pnces of the
generatIng companIes and oblenelgos

10
30 September 1998
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Actions
20 RevIew the results of Items
17-19 of thIS Plan's
ImplementatIOn and prepare
draft elect! ICIty company
prIVatizatIOn plan fOl 1999 for
consIderatIOn by CoM
21 FmancIaI Recovery
CommIssIOn ("FRC") to control
ImplementatIOn of the FmanCIal
Recovery Plan and report
quarterly to the CoM on the
process of ItS Implementation
22 Prepare financIal
pelformance mdIcators of the
mdustry's finanCIal I ecovery
process as set forth m the
AppendIx
23 Draft appeal to the World
Bank to remstate EMDP loan
based on Initial performance of
thIS FmancIaI Recovery Plan,
mcludmg a request for
1ealiocatIOn of loan proceeds for
acquIsItion of metel mg and
commUniCatIOns technology
leqUired to Implement hourly
taIlffs and voluntary demand
curtailment

Recent Status I Progress measures
• An mItIal draft of the 1999 electrICIty company prIVatIzatIOn plan for conSIderatIOn by the

Cabmet of Mmisteis IS to be prepared by Oct 15 and a final draft by Nov 15, 1998 Mmenergo
has prepared the inItial draft

• On II September 1998, PreSIdent Kuchma Issued an order to Pnme MInister PustovOitenko to
report on the progress of the FmancIaI Recovery Plan by 1 October 1998, however, an FRC
meetmg has not been held smce thIS order was Issued (as of 25 Septembel)

• The FRC has not yet made a quarterly report to the Cabmet of MmIstels

• The "Key FmancIaI IndIcators and Benchmarks" table IS bemg diStI Ibuted WIth thIS repOl t

+ 15 October IS the mutually agreed date by which the condItions fOl IIftmg the suspenSIon of the
EMDP loan should be met

+ The World Bank MISSIOn ailived m KIev on September 21 and IS cUirently revIewmg the status
of pel fOl mance of thIS FmancIaI Recovery Plan

I 1
30 Septembel 1998
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UKRAINE POWER SECTOR

FINANCIAL RECOVERY PLAN

KEY FINANCIAL INDICATORS AND BENCHMARKS
September 24,1998

97Q3 Dec 97Q4 Jan Feb March 98Q1 April May June 98Q2 July Aug Sept 98Q3 98Q4 99Q1 99Q2
P¢normance Indlcators Actual 1997 Actual 1998 1998 1998 Actual 1998 1998 1998 Actual 1998 1998 1998 Target Target Target Target

Actual Actual Actual Actual Actual Actual Actual Actual Actual Target
I Oblenergo electnclty collectIOn rate to tranSIt

accounts eJ\cI Klevenergo [% of alllount lJ1lled]

11 Total 939 1082 1004 432 840 729 66 I 884 1010 122 8 1030 872 990 102 102 104 106 106

12 Cash 102 126 106 94 116 103 104 123 132 III 122 113 92 19 18 22 25 30

2 Energoatom collection rate [% of amount

billed]

21 Total 1065 1221 897 439 654 791 791 1100 910 1340 1105 992 983 102 102 104 106 106

22 Cash 93 75 72 58 57 79 79 84 83 60 77 63 36 19 18 22 25 30

3 Four fosSIl generators collectlon rate [% of

amount billed]

31 Total 879 1121 882 61 1383 782 906 1161 9';) 945 1012 768 886 102 102 104 106 106

32 Cash 79 87 82 7 56 63 63 72 96 65 77 57 57 19 18 22 25 30

4 Retatl tanH adherence [actual tantl as % at 100 9, 100 100 100

markct tanftl

5 Fuel Cost 4 Fossil Generators 25 26 24 24 22

fI997$/MWh sold]

6 After tax profit of 4 fossIl generators , 7 20 30 50 50

[1997$/quarter mIllion]

7 Oblenergo debt to Energomarket [1997$ 1368 1347 1347 1450 1484 1 ~80 1580 1604 1555 1508 1508 1486 1412 1280 1227 1120 1006

million]

8 Oblenergo debt to Energomarket [days 120 120 129 132 141 141 143 139 134 134 132 126 118 112 102 92

annual]

9 Energomarket debt to generators [1997$ 1321 1338 1338 1438 1 416 1498 1498 1463 1444 1403 1403 1394 1348 1288 1227 1120 1006

million]

InfonnatlOn Indicators

10 Wholesale Purchase Pnce (lrom FossIl 322 315 318 315 300 324 313 321 J 39 337 332 348 334

Generators) [US cents/kWh]

II Energoatom Sale Pnce [US centslkWh] 24 24 24 27 27 27 27 27 27 27 27 27 27

12 H)dro Sale Pnce [US cents/kWh] 096 096 096 096 096 096 096 096 096 096 096 096 096

13 Wholesale Pnce (to Supphers) [US 293 293 293 289 289 296 290 291 267 266 27' 290 279

cents/kWhj

14 A\Crage retaIl tantf (NERC planned) [US 376 376 376 382 385 412 391 395 415 438 414 423 426

cents/kWh]

Note The payments collectIOn benchmarks lor Energoatom are to be finalized 101l0wIIlg EBRD s DperatIOn CommISSion review of the proposed Khmelmtsky 2/Rovno 4
nuclear completIOn project
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ATTACHMENTS TO THE SEPTEMBER 1998 FRP MONITORING REPORT

Note This Table of Contents shows where attachments to the FRP Report are located
Documents (DOC) are located ID this file
Spreadsheets (8S) are located ID the Lotus or Excel files

NO DOC SS DESCRIPTION OR TITLE

2 X Fuel Procurement Methods and Payment Mechamsm Summary (Table)

3 X Excerpt from mmutes of Cabmet of MImsters seSSIOn of Sept 4, 1998

5 X NERC ResolutIOn #1155 concemmg Market Based RetaIl Tanffs

6 X NERC ResolutIOn #1221 concemmg removal of the bId cap

8 X Summary ofTermmatIOns (Table)

9A X Supply to NatIOnal Budget Customers (Table)

9B X Supply to Local Budget Customers (Table)

11 X Jomt Mmenergo/NERC ResolutIOn on cash payments for electncIty

14A X Debt Incurred by Nonbudget-funded Customers (Table)

14B X Summary ofArrears (Table)

16 X Cabmet ofMmlsters ResolutIOn #1440 concernmg settlement oflocal
budget debt

18A X ElectncIty Company Share AllocatIOn Plans and Sales (Table)

18B X Market CapItalIzatIOn and Share Pnces of ElectncIty Compames (Table)

\ J
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Fmancial Recovery Plan Reportmg Statistics

Fuel Procurement Methods and Payment Mechamsm Summary

All Genco Thennal Power StatlOns

for the month of August-98

ATTACHMENT 52

Fuels

I Fmancial and Procurement Statistics Umts Coal Mazut Natural Gas Total

I
Cash Avmlable for Payment Hryvna

Calonfic Value kcal/kg, kcal/cm 4,727 9,179 8,061

I CompetitIve Tender

Volume Tonnes, cm 0 0 0

I Fuel Cost Hryvna 0 0 0 0

Payment by Cash Hryvna 0 0 0 0

Payment by Offset Hryvna 0 0 0 0

I Payment by Debt Hryvna 0 0 0 0

I
Other Procurement Methods

Volume Tonnes, cm 1,932,633 84,878 148,676,450
Fuel Cost Hryvna 130,625,995 19,393,155 31,398,199 181417349

I
Pay ment by Cash Hryvna 0 185,250 0 185,250

Payment by Offset Hryvna 55,959,875 1,804,583 13,196,407 70960,865

Payment by Debt Hryvna 74,666,120 17,403,322 18,201 792 110271,234

I
Total

Volume Tonnes, em 1,932,633 84,878 148,676450
Fuel Cost Hryvna 130625,995 19,393,155 31398199 181417,349

I Payment by Cash Hryvna 0 185250 0 185,250

Payment by Offset Hryvna 55,959,875 1,804,583 13,196407 70960,865
Payment by Debt Hryvna 74,666,120 17,403322 18201 792 110271,234

I
Total- Percent

I Payment by Cash Hryvna 00% 10% 00% 01%

Payment by Offset Hryvna 428% 93% 420% 391%

I
Payment by Debt Hryvna 572% 897% 580% 608%

1000% 1000% 1000% 1000%

UNIT STATISTICAL ANALYSIS
Cost Per tonne Per 000 cm - Hryvna 68 228 211
Cost Per Unit of Energy - Hryvna/mm Kcal 1430 2489 2620

Constant FEX Rate AnalySIS
Cost Per Unit of Energy - $/mm BTU $1 76 $296

$
312

1Memo Foregm EXhcange Rate (May 98 rate) 205

Actual (Current) FEX Rate AnalySIS
Cost Per Unit of Energy - $/mm BTU $1 72 $299 $315
Memo Foregm Exhcange Rate (Average Rate) 210

Fuel Cost AnalysIs - US $ BaSiS
Unit Rate - US$ (constant FEX) $3297 $111 45 $10302
Unit Rate - US$ (current FEX) $3219 $10880 $10056
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ATTACHMENT 83

EXCERPT FROM MINUTES OF THE CABINET OF MINISTERS SESSION # 32
AS OF SEPTEMBER 4, 1998

3 On the Status of the Preparat10n of the Nat10nal Economy of Ukra1ne 1n
the W1nter Per10d of 1998-1999 and the Collect1ons for Electr1c1ty and

Natural Gas
1 To agree that the Councll of Mlnlsters of the Crlmean Autonomy, IState

Admlnlstratlons of the Oblasts and Clty Admlnlstratlons of Klev and
Sevastopol, as well as Mlnlstrles and other central executlve authorltles
have falled to ensure complete lmplementatlon of the declslons of the
Cablnet of Mlnlsters regardlng organlzatlon of lnstltutlonal consumers'
operatlon under the energy deflclt condltlons and lmprovement of cash
collectlons wlth regard thereto

To flnd the performance relevant to the aforesald lssues unsatlsfactory In the
followlng Oblasts Lugansk (0 S Yefremov), Zaporlzhya (V 0 Kuratchenko) ,
Donetsk (V F Yanukovlch), and Dnepropetrovsk (0 V Mlgdeyev)

2 It shall be personal responslblllty of Messrs V S Tarashevsky, B 0 KI1Uk,
S M Slobodlan and I 0 MltlUkov to ensure complete, tlmely, and uncondltlonal
fulflllment of the Cablnet of Mlnlsters Resolutlon #955 as of June 26, 1998,
"On the Measures to Reduce the Debt of the 011 and Gas Sector to the Budgets
on All Levels and the State Reserve", as well as the Cablnet of Mlnlsters
Executlve Order #542 as of July 9, 1998

3 It shall be personal responslblllty of Chalrman of the Councll of Mlnlsters
of the Crlmean Autonomy, as well as the heads of the local State
Admlnlstratlons and the chlef executlves of the entltles as determlned In
the Government Telegram #37-1161 as of Aprll 29, 1998 to ensure the
undenlable compllance to settlement schedule establlshed by the Cablnet of
Mlnlsters relevant to natural gas, nuclear fuel, coal and furnace mazut

4 Mlnenergo and Mlnlstry of Economy, In conJunctlon wlth Mlnlstry of
Flnance, Naftogaz Ukralny Natlonal Stock Company, State Commlttee for
Reserves, State Securltles and Stock Market Commlttee, and the Natlonal
Electrlclty Regulatory CommlSSlon shall develop wlthln one month and
submlt to the Cablnet of Mlnlsters the draft declslons on the followlng
lssues

dellverles of natural gas to Mlnenergo's thermal power plants
durlng the perlod from November 1, 1998 to Aprll 15, 1999 In the amount
of 40 to 45 mllllon m3

,

return of the natural gas consumed durlng the wlnter perlod of
1998-1999 to the State Reserve at the expense of the customer
collectlons for electrlclty and heat,

1 Mlnlstry of Coal shall undertake measures to ensure the shlpment of coal to
the thermal power plants In the amount of 100,000 tons per day startlng from
September 10 of thlS year, lncludlng 31,500 tons to be allocated to the
State Reserve and 68,500 tons for the plants' operatlons, In conformlty to
the effectlve dellvery contracts

2 The State Commlttee for 011 and Gas shall
follow up the status of the preparatlon of the entl tles that
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consume gas, possess fuel reserve facllltles, and are lncluded ln the
fuel reserve supply schedules for cold perlods, and report to the
Cablnet of Mlnlsters on the aforesald subJect by October I, 1998,

ensure that the wholesale natural gas suppllers conclude
agreements wlth Naftogaz Ukralny on the supply of natural gas amounts
outstandlng as of September 15, 1998 to, and thelr storage at the
underground reserVOlrs, and the correspondlng transfer of the natural
gas backup reserve under the procedure establlshed by the Resolutlon of
the Cablnet of Mlnlsters of Dkralne #1027 as of September 19, 1997, ~On

the Procedure for Provldlng Natural Gas Supplles to the Entltles and
Indlvlduals In 1998 " Should any denlal occur on the suppllers' slde to
conclude the above agreements, adequate measures shall be undertaken to
termlnate the serVlces on gas transportatlon provlded so far

1 Mlnenergo, Mlnlstry of Flnance, and the Central Treasury Department shall
undertake measures to payoff the electrlclty generatlng companles debt on
servlclng the World Bank Loan provlded ln 1997 for power plants fuel
purchases, through payoffs of mutual lndebtedness between the entltles
falllng under Mlnenergo's Jurlsdlctlon, and State Budget customers

2 The State Commlttee for Constructlon and the State Commlttee for Standards,
ln conJunctlon wlth other lnterested central executlve authorltles, shall
submlt thelr proposals to the Cablnet of Mlnlsters regardlng the extenslon
of the term of use of the gas meterlng equlpment lnstalled at publlC
communal facllltles

3 The Mlnlstry of Flnance shall
ln compllance wlth the Cablnet of Mlnlsters Resolutlon #860 as of

June 13 I 1998, ~On paYlng Off the Local Budget Customers Debt for
Electrlclty and Heat", facllltate the transfers to the speclal
Mlnenergo bank account In the amount of at least DAR 1 mllllon a week
to purchase furnace mazut on a tender basls, and at least DAR 1 mllllon
to purchase coal from the output of the Mlnlstry of Coal entltles,

In order to reduce the debt of coal suppllers and Local Budget
customers for coal shlpped from Mlnlstry of Coal entltles, to
facllltate monthly allocatlons from the State Budget to cover the costs
of the above organlzatlons relevant to the dlfference between wholesale
and retall prlces of coal and subSldles granted to resldentlal
customers, wlth subsequent charglng of the above expenses to the
settlements between the State and Local Budgets

1 Mlnenergo, State Tax Admlnlstratlon, Natlonal Electrlclty Regulatory
Commlsslon, Mlnlstry of Economy, and the State Land Commlttee shall develop
the proposals on changes and amendments to the leglslatlve acts on the
speclflcs of the taxes lmposed on the fuel and energy complex entltles, and
subml t these proposals to the Cablnet of Mlnlsters under the effectlve
procedure

2 To apply to the Natlonal Bank of Dkralne on establlshlng a procedure for the
wlnter perlod of 1998-1999 regulatlng allocatlon of funds for the urgent
needs of energy generatlng companles In the equlvalent of 50 per cent, and
the entltles under Jurlsdlctlon of the State Commlttee for 011 and Gas In
the equlvalent of 30 per cent, respectlvely, of the sales based on the
amounts reported as of the foregolng month

3 Mlnlstry of Flnance, Central Treasury Department, and Mlnenergo shall ensure
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the lnvestment from the state In the amount of UAR 3 5 mllllon durlng the
month of September 1998 In order to put lnto operatlon the South Donbass 
Donbass hlgh voltage transmlSSlon Ilne at the expense of the State Budget
funds as speclfled In the Cablnet of Mlnlsters Resolutlon #1236 as of August
5, 1998, "On re-allocatlon of funds at the expense of earnlngs from changes
In the reductlon rate under depreclatlon "

4 The Natlonal Electrlclty Regulatory CommlSSlon shall provlde a step-by-step
transformatlon to establlshlng retall prlces of electrlclty based on market
prlnclples, wlth the establlshment of prlce caps, pursuant to the
Electrlclty Law

5 Wlthln two weeks, Mlnlstry of Industrlal Pollcles, Mlnlstry of Agrlculture,
State Constructlon Commlttee, Mlnlstry of Educatlon, Mlnlstry of Culture,
Mlnlstry of PubllC Health Protectlon, and other executlve authorltles shall
enllst all defaultlng entltles wlthln thelr Jurlsdlctlon subJect to be
closed for the entlre forthcomlng wlnter perlod, and submlt the 11StS to
Mlnenergo and State Commlttee for all and Gas for subsequent dlsconnectlon
of the above entltles from electrlclty, heat and natural gas supply

6 In order to ensure stable operatlon of Clty CHP's and bOller statlons In the
4th quarter of 1998, the Councll of Mlnlsters of the Crlmean Autonomy, State
Admlnlstratlons of the Oblasts and Clty Admlnlstratlons of Klev and
Sevastopol shall, wlthln two weeks, communlcate marglnal volumes of natural
gas consumptlon to energy supplylng companles and lndependent CHP's
estab11shed at the level of 80 per cent of actual natural gas consumptlon In
the 4th quarter of 1997, wlth the conslderatlon of the level of payments for
gas and In conformlty to the Cablnet of Mlnlsters Resolutlon # 235 as of
March 2, 1998 "On the establlshment of natural gas consumptlon llmlts for
resldentlal customers, lndustrlal and Budget customers" and provlde support
to concluslon of correspondlng agreements wlth natural gas suppllers

7 Mlnenergo shall undertake a set of measures almed at reduclng the debt for
electrlclty and heat WhlCh means customer debt restructurlng form the perlod
of three years I wlth the above debt to be pald back In equal proportlons
startlng January I, 1999 Mlnenergo shall draft the Procedure for Repayment
of the Enterprlses, Instltutlons and Organlzatlons Debt for Electrlclty
through Promlssory Notes, provldlng for mandatory lssuance of Promlssory
Notes customer debt and posslble dlscounts thereon dependlng on the age of
the debt, and submlt thlS Draft Procedure to the Cablnet of Mlnlsters

8 Klev State Admlnlstratlon and Mlnenergo shall develop an agreed schedule of
reductlon of the customer debt for electrlclty and heat In the Clty of Klev
by the end of the day of September 4, 1998

V PUSTOVOYTENKO r

Prlme Mlnlster of Ukralne
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ATTACHMENT SS

NATIONAL ELECTRICITY REGULATORY COMMISSION

I 09/09/08
RESOLUTION

# 1155
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KylV

On the transltlon to the market prlnclples of the tarlff formatlon for electrlclty
supplled by the state ]olnt-stock electrlclty supplylng companles

In accordance wlth the laws of Ukralne "On electrlclty" and "On prlces and prlce
formatlon", decree #335 of the Presldent of Ukralne of Aprll 21, 1998 "The questlon of
the Natlonal Electrlclty Regulatory CommlSSlon of Ukralne", resolutlon # 508 of the
Cablnet of Mlnlsters of Ukralne of Aprll 18, 1998 "On approval of the flnanclal
recovery plan of the electrlclty lndustry of Ukralne", Terms and Rules of conductlng
buslness actlvltles In the sphere of electrlclty supply under a regulated tarlff and
wlth an alm to recover ]ustlfled costs for productlon, transmlssn and supply of
electrlclty, the Natlonal Electrlclty Regulatory CommlSSlon of Ukralne resolves

1 Beglnnlng from October 1, 1998, setlements wlth consumers (except for resldentlal
ones) for electrlclty supplled by the state ]olnt-stock elecrlclty supplylng
companles "Luhanskoblenergo", "Khmelnytskoblenergo", "Lvlvoblenergo' and
"Chernlhlvoblenergo" shall be conducted accordlng to the market tarlffs calculated
by the formula whlch lS provlded In the Terms and Rules of conductlng buslness
actlvltles In the sphere of electrlclty supply under a regulated tarlff

2 The llmlt devlatlon of the market tarlffs from the tarlffs approved of In NERCII Resolutlon #953 of 07/21/98 shall be set at 3% for the month of October 1998

I
3 Settlements wlth resldentlal consumers

approved of by NERC Resolutlon # 420 of
shall be conducted accordlng to the tarlffs

04/10/98

I
I
I
I
I
I
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Z BUttSlO,

Commlsslon Chalrman

\\1 shvydanenko\common\legal\1155Nercrequlatl0n doc

- ,



Z ButSlO

\\os tdubovlk\common\nerc\orders\res 1221 bldcap\29 Sept 1998

NERC Chalrman

RESOLVES

No 1221

Resolution

09 22 98

ATTACHMENTS6

The NatIonal Electrlclty Regulatory CommlSSlon
(NERC)

On Generat~on Company B~ds

2 In case of unJustlfled lncrease of the wholesale purchase prlce by
generatlon companles, the marglnal bld cap shall be relnstated

3 NERC Resolutlon of June 15, 1998 No 755 shall be consldered as
lneffectlve from September 24, 1998

1 To cancel an hourly marglnal bld cap for generatlon companles from
September 24, 1998

Accordlng to the Electrlclty Law of Ukralne of 10 16 97, Presldentlal
Decree Aprll 21, 1998 No 335 UOn the Natlonal Electrlclty Regulatory
Commlsslon", and for the enforcement of the Cablnet of Mlnlsters'
Resolutlon of Aprll 18, 1998 No 508 uOn the approval of the Flnanclal
Recovery Plan for the Power Sector of Ukralne", the Natlonal Electrlclty
Regulatory CommlSSlon of Ukralne (NERC)

I
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FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Attachment S8

Action No 8 - Summary of TermInations· All Customers

I Report for period endmg 1-Sep 98

All Debtors In default All Debtors disconnected
both connected and disconnected as at 01 Sep 1998

Suppliers No of Debtors Debt - OOOUAH No % of Debt % of
At % change At % change of Total Total

1-Sep-98 from Jan 98 1-Sep-98 from Jan 98 Debtors Debtors OOOUAH Debt
Cnmea 3049 -07% 154815 408% 1148 377% 64233 415%
Sevastopol City 167 87% 13826 26% 76 455% 3816 276%
Khmelnltsky 900 -304% 19977 395% 438 487% 9051 453%
Vlnnltsa 1236 234% 28268 325% 773 625% 9241 327%
TernopJl 780 -106% 27645 728% 422 541% 13425 486%
Chernlvtsv 251 398% 11664 232% 129 514% 3664 314%
Zaporhozle 2337 85% 109515 370% 638 273% 11023 101%
Dnepropetrovsk 3281 40% 292612 24% 845 258% 27856 95%
Klrovograd 751 98% 24511 234% 555 739% 15670 639%
Donetsk 1967 -67% 672019 294% 1296 659% 308417 459%
LUQansk 1774 -95% 318741 369% 1072 604% 80328 252%
Kylvenergo 695 107% 135359 224% 336 483% 12273 91%
Kylvoblenergo 2211 211% 30791 520% 1230 556% 17677 574%
Cherkasy 1806 -44% 51870 284% 263 146% 7503 145%
ZhltomJr 762 129% 10147 206% 561 736% 6358 627%
Chernlglv 936 35% 21538 665% 824 880% 15701 729%
LVlv 1898 -42% 68400 408% 601 317% 8278 121%
Rlvne 1039 -114% 15164 298% 448 431% 4118 272%
Prykarpatye 946 -40% 11975 105% 298 315% 2386 199%
Zakarpatye 1261 25% 20317 970% 880 698% 6081 299%
Volyn 1108 218% 25674 493% 211 190% 2351 92%
Odessa 1244 -79% 70686 404% 569 457% 8425 119%
Kherson 1685 62% 80501 234% 1483 880% 52648 654%
Mvkolaev 719 848% 36585 1499% 505 702% 9916 271%
Kharklv 1833 -236% 127358 116% 818 446% 26097 205%
Poltava 1395 39% 31387 -129% 514 368% 6433 205%
Sumy 1281 94% 32318 576% 643 502% 6948 215%
SW RDC 5 250% 8444 1182% 1 200% 2733 324%

Ukraine
Current period 37317 -01% 2452107 278% 17577 471% 742650 303%

PrevIous penod 37954 16% 2371372 236% 17386 458% 826190 348%

I
I
I
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See NOTES below for detaJled descnptlon of each Item required
123 4 5

I
I
I
I

NOTES

Col Detailed descrrptlon
No
1 Regulated Tanff Supplier
2 Total number of customers provided With electnclty service (above emergency level) while In default
3 Cumulative Value of electnclty provided to customers that Supplier IS entitled to disconnect but not disconnected
4 Total number of customers disconnected or on emergency level service only
5 Total Cumulative Value of electnclty services owed by customers disconnected or on emergency level service

HB/PC



Suppliers Debts - M UAH +/- In month % change from +/- year to date
Jan 1 '98 Aug 1 '98 Sep 1'98 M UAH Aug 1 '98 M UAH Jan 1 '98

Cnmea 540 913 940 026 29% 400 740%
Sevastopol City 200 266 284 018 68% 084 418%
Khmelnltsky 1 90 448 431 - 017 -38% 241 1269%
VJnnltsa 360 483 460 - 023 -47% 1 00 279%
Ternopil 020 1 58 1 83 025 155% 1 63 8125%
Chernlvtsy 030 144 1 60 016 11 3% 1 30 4330%
Zaporozhle 480 716 600 - 1 16 -162% 1 20 250%
Dnepropetrovsk 340 502 930 428 851% 590 1735%
Klrovograd 1 70 203 1 70 - 033 -162% - 00%
Donetsk 360 810 980 1 70 210% 620 1722%
Lugansk 500 406 850 444 1093% 350 700%
Kylvenergo 390 770 740 - 030 -39% 350 897%
Kylvoblenergo 290 604 643 039 64% 353 1216%
Cherkasy 080 215 254 039 182% 1 74 2179%
Zhltomlr 277 167 1 38 - 029 -174% - 1 39 -502%
Chernlglv 1 10 215 291 077 358% 1 81 1649%
LVIV 530 753 800 048 63% 270 509%
Rlvne 070 1 18 1 31 013 109% 061 871%
Prykarpatye 1 00 1 40 1 20 - 020 -143% 020 200%
Zakarpatye 230 285 301 015 54% 071 308%
Volyn 140 1 93 206 013 69% 066 471%
Odessa 430 874 1290 416 476% 860 2000%
Kherson 360 1019 1683 664 651% 1323 3675%
Mykolaev 280 604 1091 488 808% 8 11 2897%
Kharklv 11 00 11 58 11 88 030 26% 088 80%
Poltava 200 376 340 - 036 -96% 1 40 700%
Sumy 090 209 226 018 84% 1 36 1514%
SW RDC 1 00 060 060 - 00% - 040 -400%
Central RDC
Ukrame 7967 12808 15489 2681 209% 7522 944%
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FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Action No 9 - Supply to National Budget Customers

HBfPC

Attachment S9 A



Suppliers Debts - M UAH +/- In month % change from +/- year to date
Jan 1 '98 Aug 1 '98 Sep 1 '98 MUAH Aug 1 '98 M UAH Jan 1 '98

Cnmea 570 678 593 - 085 -125% 023 41%
Sevastopol City 010 051 060 009 184% a 50 504 0%
Khmelmtsky a 50 061 020 - 041 -673% - 030 -598%
Vlnnltsa 1 00 268 238 - 031 -114% 1 38 1377%
Ternopll 370 892 896 004 04% 526 142 0%
Chernlvtsy - - - - -
Zaporozhle 470 145 177 033 225% - 293 -623%
Dnepropetrovsk 260 342 342 - 000 -0 1% 082 313%
Klrovograd 070 1 06 1 30 024 226% 060 857%
Donetsk 1800 360 870 510 141 7% - 930 -51 7%
Lugansk 250 287 220 - 067 -234% - 030 -12 0%
Kylvenergo 9 00 695 750 055 79% - 1 50 -167%
Kylvoblenergo 014 030 026 - 004 -145% 012 857%
Cherkasy 1360 866 440 - 427 -492% - 920 -677%
Zhltomlr 020 1 04 1 21 017 161% 1 01 5055%
Chernlglv 060 1 30 1 83 053 404% 1 23 2052%
LVIV 070 1 85 1 33 - 052 -282% 063 897%
Rlvne 080 087 080 - 007 -80% - 00%
Prykarpatye 050 064 - - 064 -1000% - 050 -1000%
Zakarpatye 1 70 1 95 099 - 096 -491% - 071 -41 7%
Volyn 290 497 541 044 88% 251 864%
Odessa 380 639 650 011 18% 270 711%
Kherson 1 80 220 2 11 - 009 -39% 031 174%
Mykolaev - 060 094 034 573% 094
Kharklv 1 90 - - - - 1 90 -1000%
Poltava 3 00 231 210 - 021 -89% - 090 -30 0%
Sumy 050 1 17 1 14 - 003 -26% 064 1278%
SW ROC
Central RDC
Ukraine 80 64 7310 71 97 - 1 13 -1 5% - 867 -107%
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FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Action No 9 - Supply to Local Budget Customers

HBIPC

Attachment S9 B
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ATTACHMENT 811

Mlnlstry of Energy of Ukralne
Nat10nal Electr1c1ty Regulatory Comm1SS1on of Ukra1ne (NERC)

RESOLUTION

8 September 1998 #164 p/1152

The C1ty of K1ev

On secur1ng cash payments for
electr1clty purchased from the WEM

In terms of cash payments for electr1c1ty suppl1ed by gencos, the power
1ndustry of Ukralne faces a cr1tlcal sltuat10n For seven months 1998, cash
payments of oblenergos for electr1c1ty purchased from WEM amounted to UAR412
m1lllon, or 8 6~ of sales At the same t1me, cash payments of customers for
electr1c1ty suppl1ed to them were UAR 784 m1ll1on Wh1Ch 1S 1 9 t1mes as much as
oblenergo cash payments The lowest levels of cash payments are 1n
Luganskoblenergo (4 5~), Dn1problenergo (5 5~), Donetskoblenergo (6 O~),

Zapor1zhoblenergo (7 4~), Khersonoblenergo (8 4~), Khark1voblenergo (9 2~)

Such a sltuat10n slgn1f1cantly affects preparat10n for w1nter operat1ons,
1ncreases wage arrears of gencos and h1gh voltage operators, and aggravates
soc1al tenslon 1n the lndustry Wh1Ch Jeopard1zes stable operat1on of the
1nterconnected electr1c1ty system of Ukra1ne To 1ncrease cash payments for
electr1c1ty purchased from the WEM and to strengthen respons1b1l1ty of
electr1c1ty suppl1ers for payments for electr1c1ty purchased from the WEM

We order to

1 Managers of supply companles

1 1 Settle for power consumed dur1ng the current month In non-banklng forms or
by redeem1ng debts glven payments 1n non-banklng resources 1n amounts of not
less than 15% of the value of monthly consumptlon and the amount of the debt to
be redeemed

1 2 Assure that Item 3 9 6 of the Terms and Rules of performlng
entrepreneur1al regulated tar1ff supply actlv1ty and Item 5 of the M1nutes of
the Cablnet of M1nlsters meet1.ng No 24 of 30 June 1998 on d1sconnect1on,
w1thout except1on, of all defaulters and debtors be met uncond1t1onally

1 3 Assure that the electrlc1ty bought from the WEM be pa1d 1n banklng funds
no less than 30~ of the value of the electr1c1ty bought

I 1 4 Assure that the funds rece1ved for react1ve power flows be transferred to



June 1998, provlde to
coples of contracts on
foregolng order slgned

dlvlslons of the supply

I
I
I
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I
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the WEM clearlng account from the current accounts of supply companles and
thelr structural dlvlslons ln amounts of no less than 50%

1 5 Followlng up the Mlnenergo Order No 102 of 22
Mlnenergo and the Energomarket Board, wlthln a week,
funds transfer In accordance wlth Item 1 2 of the
between commerclal banks and all of the structural
companles WhlCh have thelr clearlng accounts opened

2 Establlsh that for supply companles WhlCh fall to comply wlth ltem 1 3 of

thlS Resolutlon, all the costs arrlvlng lnto WEM's clearlng account shall be
used as payment for the electrlclty purchased from the WEM effectlve as of
September 10, 1998

3 To WEM's funds admlnlstrator, lntroduce changes lnto the effectlve
algorlthm of funds allocatlon from the clearlng account accordlng to WhlCh all
addltlonal collectlons shall be dlstrlbuted between thermal and nuclear
generators and NEC Ukrenergo In proportlon to thelr share ln the effectlve
algorlthm

4 Establlsh quota for generatlng, supply companles and NEC Ukrenergo for
effectlng non-cash settlements for thelr lnternal needs ln the amount of 70% of
the product cost

5 Establlsh that startlng from October 1998, electrlclty translt by local
networks of electrlclty supply companles shall be pald by non-tarlff suppllers
excluslvely wlth cash, except for WEM's dlrect credltors, coal and 011

enterprlses

6 Wlthln two weeks, to NEC Ukrenergo and supply companles, conclude
bllateral agreements for the electrlclty sale from the WEM, WhlCh do not
contradlct the effectlve WEM Members Agreement

I
I
I
I
I
I
I

Mlnlster of Energy
o Sheberstov

Chalrman of the NERC
Z Butsyo



Suppliers Debts - M UAH +/-m month % change from +/- year to date
Jan 1 '98 Aug 1 '98 Sep 1 '98 MUAH Aug 1'98 MUAH Jan 1 '98

Crimea 989 1294 1395 101 78% 406 410%
Sevastopol City 11 4 86 104 1 8 212% - 1 0 -89%
Khmelnltsky 11 9 141 155 1 3 94% 36 299%
Vlnnltsa 167 205 21 3 08 40% 46 275%
Ternopil 12 1 160 169 09 54% 48 394%
Chernlvtsy 92 11 1 10 1 - 1 0 -91% 09
Zaporozhle 704 1079 101 7 - 62 -57% 31 3 445%
Dnepropetrovsk 2798 3069 2799 - 270 -88% 01 00%
Klrovograd 175 21 6 21 5 - 01 -04% 40 229%
Donetsk 4979 6062 6535 474 78% 1556 313%
Lugansk 2253 2839 3080 242 85% 827 367%
Kylvenergo 977 1166 1205 39 33% 228 233%
KYlvoblenergo 173 21 8 241 23 104% 68 397%
Cherkasy 260 555 449 - 106 -190% 189 728%
Zhltomlr 54 76 76 - 00 -06% 21 392%
Chernlglv 11 2 166 168 02 10% 56 499%
LVlv 426 553 591 38 68% 165 387%
Rlvne 102 109 131 21 192% 29 280%
Prykarpatye 93 106 108 02 20% 1 5 159%
Zakarpatye 63 153 163 1 1 69% 100 1590%
Volyn 129 183 182 - 01 -05% 53 412%
Odessa 422 527 51 3 - 1 4 -26% 91 215%
Kherson 598 664 61 6 - 49 -73% 1 8 29%
Mykolaev 11 8 290 247 - 43 -147% 129
Kharklv 101 2 1088 1155 67 143 141%
Poltava 31 1 283 259 - 24 -85% - 52 -168%
Sumy 191 285 289 04 13% 98 514%
SW ROC 29 89 78 - 1 1 -120% 49 1705%
Central ROC 57 91 91- 00 -04% 34 592%
Ukraine 17638 2,1863 2,2343 480 22% 4705 267%
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FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM

Action No 14 - Debt Incurred by Non Budget Customers

HBIPC

Attachment S14 A



HBIPC

Customers with Large Electricity Debt as of· 10 September 1998

NOTES 1 There has been a significant change In reporting
method for thiS Item IndiVidual farms are no longer
aggregated Into one large customer as In pnor months

2 Figures may Include Budget customers

Debts
Supplier over 100 000 & less Over 1M UAH

than 1M UAH
No of Debtors Total Debt No of Debtors Total Debt

000 UAH 000 UAH
Cnmea 8 3626 10 79744
Sevastopol City 8 2449 2 3207
Khmelnltsky 6 2394 2 11857
Vlnmtsa 4 1076 4 9212
Temopil 3166 2 9648
Chermvtsy 5 1 730 2 3660
Zaporhozle 6 3283 6 40794
Dnepropetrovsk 12 4150 12 169271
Klrovograd 2 1449 7 19429
Donetsk 4 1 876 24 533281
Lugansk 26 8311 21 250799
Kylvenergo 16 3691 6 93813
Kylvoblenergo 9 3695 2 14404
Cherkasy 20 7705 5 30996
Zhltomlr 7 3237 1 2671
Chernlglv 6 2065 3 10343
LVlv 12 3994 7 46708
Rlvne 9 3012 1 2278
Prykarpatye 2 394 3 5936
Zakarpatye 7 2138 3 7113
Volyn 9 2263 3 9767
Odessa 14 4185 9 33141
Kherson 12 5049 5 48842
Mykolaev 9 3903 5 15938
Kharklv 22 7184 10 75627
Poltava 5 2587 5 15185
Sumy 24 8508 2 14251
SW ROC 1 600 2 7343
Centrak ROC - - 1 5509
Ukraine

Current penod 265 97720 165 1 570767
PrevIous period 264 93765 166 1457161

I .

Attachment 514 B

Action No 14 - Summary of Arrears

FINANCIAL RECOVERY PLAN
MONTHLY ACTION MONITORING SYSTEM
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ATTACHMENT S 16

CABINET OF MINISTERS OF UKRAINE
RESOLUTION #1440 DATED SEPTEMBER 15,1998

KIEV

On the Settlement of the Local Budget Customers Debt for Electricity

In order to settle the local Budget customers debt for electncity and repay the supplIes of furnace mazut from
011 processmg plants to Mmenergo's power plants to support stable operatIOn of the natIOnal power gnd m
the wmter penod of 1998-1999, the Cabmet ofMmisters of Ukrame hereby RESOLVES

To determme that

the CouncIl of Mmisters of the Cnmean Autonomy, Oblast State AdmInIstratIOns, and Sevastopol CIty
AdmmistratIOn shall be authonzed to Issue promISSOry notes m conformIty to the effectlve legal
procedure withm the penod untIl the end of 1998, WIth the maXImum 5% dIscount rate, relevant to
settlement of the local Budget customers debt for electncIty owed to Mmenergo's Local Electncity
Supplymg CompanIes, as well as relevant to the settlements WIth the NatIOnal DIspatch Center and
Generatmg Compames for purchased electncIty, and 011 processmg plants for fuel supplIes,

the promISSOry notes shall be guaranteed by the State Treasury Department withm the subSIdy amounts
as proVIded for allocatIon from the 1998 State Budget of Ukrame to local budgets

2 Mmistry of Fmance shall ensure the above promISSOry notes be guaranteed m conSIstency WIth thIS
ResolutIOn and accepted by the State Treasury Department under the effectlve procedure versus
oblIgatory payments due to the State Budget by 011 processmg plants that supply fuel to Mmenergo's
Generatmg CompanIes, and the local Budget expenses recorded withm mutual settlements

3 Mmistry of Fmance and Mmistry of Energy shall be responSIble to mOnItor the ImplementatIon of thIS
ResolutIOn

V PUSTOVOITENKO,

Pnme Mimster of Ukrame
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ATTACHMENT S18A

Ukrame Power Industry ("Energos") Share Allocation Plans (SAPs) and Share Sales (8/15/98)

Charter State Preferential
Certificate

Stock Available
Enterprise Auctions Tenders

# CapItal Share Sale
(PPC+CC)

Exchanges for Sale

(UAH) Alloc Sold Alloe Sold Alloe Sold Alloe Sold to Date

1 EGC Dnlproenergo 98,099,950 5100% 2436% 2436% 000% 000% 2400% 000% 064% 000% 2464%
2 EGC Donbasenergo' 236,443,010 5100% 2500% 2500% 000% 000% 2400% 000% 000% 000% 2400%
3 EGC Centrenergo 92,351,777 5100% 2500% 2500% 000% 000% 2400% 000% 000% 000% 2400%
4 EGC Zakhldenergo 127,905,410 5100% 2066% 2066% 000% 000% 2400% 000% 434% 000% 2834%
5 EDC KYlvenergo 27,091,070 2500% 3377% 3377% 000% 000% 3000% 000% 1123% 258% 3865%
6 EDC Dnlprooblenergo" 59,916,170 2500% 2218% 2218% 500% 000% 3600% 000% 1180% 000% 5282%
7 EDC Vmnytsaoblenergo 30,973,660 2500% 2660% 2660% 700% 000% 3500% 000% 640% 000% 4840%
8 EDC Zaporlzleoblenergo 44,840,000 2500% 17 51% 17 51% 500% 000% 4000% 000% 1249% 000% 5749%
9 EDC Rlvneoblenergo' 20,827,420 2500% 1608% 1608% 700% 000% 3500% 000% 1693% 000% 5892%

10 EDC Cherkassyoblenergo" 37,098,333 2500% 1848% 1848% 614% 614% 3600% 000% 1438% 438% 4600%
11 EDC Khmelnytskoblenergo 33,637,840 2500% 17 02% 1702% 472% 472% 3500% 000% 1826% 400% 4926%
12 EDC "Krrovogradoblenergo 29,844,000 2500% 1592% 1592% 242% 242% 4500% 2000% 1166% 400% 3266%
13 EDC Kylvoblenergo 52,043,780 2500% 1300% 1300% 697% 697% 3500% 000% 2003% 400% 5103%
14 EDC Sevastopolmlskenergo" 6,722,400 2500% 2331% 2331% 169% 166% 3600% 000% 1400% 400% 4603%
15 EDC Ternoprloblenergo 15,272,040 2500% 1649% 1649% 800% 800% 4500% 2000% 552% 452% 2599%
16 EDC "Volynoblenergo" 23,863,800 2500% 1539% 1539% 680% 680% 4000% 000% 1281% 072% 5209%
17 EDC Zakarpattyaoblenergo 31,150,810 2500% 1285% 1285% 611% 611% 4000% 000% 1604% 193% 5411%
18 EDC Zhytomyroblenergo" 20,389,165 2500% 2054% 2054% 414% 414% 3800% 1200% 1232% 000% 3832%
19 EDC ' Chermglvoblenergo 29,829,506 2500% 1694% 1694% 654% 654% 3500% 3500% 1653% 800% 852%
20 EDC Chernlvtsloblenergo 14,195,170 2500% 1498% 1498% 547% 547% 3600% 000% 1855% 1200% 4255%

21 EDC Donetskoblenergo" 81,896,469 2500% 1854% 1854% 500% 500% 3600% 000% 1546% 842% 4304%
22 EDC Kharklvoblenergo 64,135,190 2500% 2079% 2079% 296% 296% 3500% 000% 1624% 726% 4399%
23 EDC Khersonoblenergo 23,743,760 2500% 1653% 1653% 548% 548% 3500% 000% 1799% 1100% 4199%
24 EDC Krlmenergo 43,241,880 2500% 1852% 1852% 300% 300% 3500% 000% 1848% 718% 4630%

25 EDC "Luganskoblenergo 52,030,730 2500% 1933% 1933% 400% 400% 3500% 3500% 1667% 914% 753%
26 EDC LVlvoblenergo 48,493,080 2500% 1714% 1714% 805% 805% 3500% 3500% 1481% 1100% 381%
27 EDC MykolalVoblenergo 39,660,000 2500% 1423% 1423% 645% 645% 4000% 000% 1432% 900% 4532%

28 EDC Odessaoblenergo 52,123,890 2500% 17 24% 17 24% 541% 541% 3500% 3500% 17 35% 1000% 735%
29 EDC Poltavaoblenergo 55,240,000 2500% 1640% 1640% 680% 680% 3600% 3600% 1580% 1200% 380%

30 EDC Prykarpattyaoblenergo 25,908,875 2500% 1563% 1563% 512% 512% 3500% 3500% 1925% 1300% 625%
31 EDC Sumyoblenergo 44,281 374 2500% 1537% 1537% 877% 877% 3600% 3600% 1485% 1300% 186%
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ATTACHMENT 5188

1USD= 2 6 UAH
Ukrainian Power Industry (Energos) Market CapitalizatIOn (OTC and Stock Exchange)

9 (.;omp

II .June I ~~ I tJ ~e temoer -I~~~I

Share Price IUAHI Last Share Price IUAH)

I I Statutory Fund
Par I Low I High Last I Date ISource

Last/Par IMarket Capitalization IMarket Capltahzatlon I
IUAH) Ratio IUAH) (USD)

_I"\no...... Int'll 1"\ .....·u....~nl'O"..

1EGC Dnlproenergo 98099950 2500 5500 35000 7000 040998 aTC 280 274679860 105646 100

21,-"v ,ov v 0' 'v v' v v, V"WV, VIV v '00 ..
31~vv 'L,N v L_ VoJ_ I VO VoJ_ V'I V,'U VIV 'LO LOL NU " .., N'
41'-"v ,., vvv .. vvv' 0< V, V'IVO OV VIV I LV ,vv "0, N "'

-_ .. --- ._- Average 15500 746----'- --- .-- ,. ..

%ofTotal

Dlstnbutlon Companies

3549% 3249%

2

5 EDC Ky'IVenergo 27091070 025 118 341 235040998 aTC 939 254330965 97819602

6 EDC Dnlproobenergo 59916170 10 00 1200 7190 2050 040998 aTC 205 122828 149 47241596

7 EDC Vlnnytsaobenergo 30973660 10 00 49794224 19151625

8 EDC Zaponzleobenergo 44840000 1000 1850 1850 1850 040998 aTC 185 82954000 31 905385

9 EDC Rlvneoblsnergo 20827420 10 00 33482812 12878005

oEDC Cherkassyobenergo 37098333 025 007 043 043 040998 aTC 172 63809133 24541974

1 EDC Khmehytskobenergo 33637840 1000 1600 2816 2816 040998 aTC 282 94720457 36430945

2 EDC Klrovogradobenergo 29844000 10 00 1999 1999 1999 161297 SE 200 59650500 22942500

3 EDC Kylvobenergo 52043780 1000 110 41 50 670 040998 aTC 067 34869333 13411282

4 EDC Sevastopolmlskenergo 6722400 250 105 792 105 040998 aTC 042 2823408 1085926

5 EDG Temoplbbenergo 15272040 1000 1402 3700 2350 040998 aTC 235 35889294 13803575

6 EDC Volynobenergo 23863800 025 025 031 025 200398 SE 100 23863800 9178385

7 EDC Zakarpattyaobl:mergo 31150810 025 022 032 022 150498 SE 088 27412713 10543351

8 EDG Zhytomyrobl:mergo 20389165 025 009 120 009 040998 aTC 035 7079118 2722738

9 EDC Chemlglvobenergo 29829506 100 124 124 124 110398 SE 124 37045057 14248099

oEDG Chemlvtsloblsnergo 14 195 170 10 00 10 00 10 00 1000 090498 SE 100 14195170 5459681

1 EDC Donetskobenergo 81896469 125 160 255 160 040998 aTC 128 104827480 40318262

2 EDC Kharklvobenergo 64135190 10 00 700 1226 10 00 040998 aTC 100 64135190 24667381

3 EDC Khersonoblsnergo 23743760 025 030 030 030 110398 SE 119 28298329 10 883 973

4 EDC Knmener90 43241880 10 00 800 1000 800 120598 SE 080 34593504 13305 194



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

8838750962 298 075 251

6451

1 563250559Total

%of

5EDC Luganskoblmergo 52030730 10 00 10 00 1652 1000 040998 aTe 100 52030730 20011819

6 EDC LVlvobllnergo 484930BO 025 045 055 047 040998 aTe 188 91 166990 35064227

7EDC Mykolalvoblanergo 39660000 200 230 230 230 060398 SE 115 45636774 17552606

6EDC adessaoblanergo 52123890 10 00 1057 1057 1057 030398 SE 1 06 55070623 21181009

9EDC Pofiavaoblenergo 55240000 250 275 381 275 040998 aTC 110 60764000 23370769

oEDe Prykarpattyaobllnergo 25908875 1250 1250 1250 1250 120398 SE 100 25908875 9964952

1EDC Sumyoblanergo 44281374 100 100 100 100 120398 SE 100 44281374 17031298

...................... Average 16076 1551 462003 596716155
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