Memorandum of Understanding on
Unbundling of Gas Transmission
System Operator between
the Supervisory boards of
NATIONAL JOINT-STOCK

COMPANY “NAFTOGAZ OF UKRAINE”

(Naftogaz) and PUBLIC
JOINT STOCK COMPANY

“MAHISTRALNI GAZOPROVODY

UKRAINY” (MGU)

Kyiv, 24 July 2018

WHEREAS

1.

2

Pursuant to the Law of Ukraine on the
Natural Gas Market and the July 2016
Plan on Unbundling of PUBLIC JOINT

STOCK COMPANY “NATIONAL
JOINT-STOCK COMPANY
“NAFTOGAZ OF UKRAINE™, MGU has
been created as the future gas

transmission system operator. In parallel,
Naftogaz has launched preparation works,
including an in-depth assessment of assets
and contracts by PricewaterhouseCoopers
and implementation of a lean TSO
organizational unit (comprising all core
TSO  functions as  defined by
PricewaterhouseCoopers) as a separate
organizational  entity  within  JSC
Ukrtransgaz (Ukrtransgaz).

. Naftogaz and MGU Supervisory boards

agree that the outcome of the Stockholm
arbitration between PJSC “Gazprom™
(Gazprom) and Naftogaz would create
substantial financial risks under the
existing Gazprom — Naftogaz transit
contract if Naftogaz or Ukrtransgaz were
to lose control over the assets associated
with transit without Gazprom’s consent.
This may defer any possibility of
complete  ownership unbundling to
1 January 2020.

MemopanayM npo B3a€MOPO3YMiHHA LI0J0
BiIOKpeMJICHHS ONepaTopa razoTPAHCIOPTHOT
cucremu (anbanainry) mix Harnsposumu
pagamn HauionaneHoi akuionepHoi KoMnanii
“Hadroras Yxpaiun™ (gani — Hadroras) Ta

NYBJTYHOIO AKHIOHEPHOT'O
TOBAPUCTBA “MATICTPAJILHI
TA30IIPOBOAN YKPATHU”
(aani — MT'Y)

M. Iuie. 24 nunms 2018 poxy

BEPYYMU 1O YBATH, 11O
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. 3rigno i3 Sakonom Ykpaiuu “TIpo puHOK

NPUPOAHOrO razy” 1 ITnanom
pECTPYKTYpH3aLlii nyGnivHoro
akuioHepHoro ToapucTea “HauionansHa
aKlioHepHa KOMTTaHis “Hadyrroras
Vkpaiuu™, sareepixenum y aunui 2016

poky. MIY  6yno  yTBOpEHO  sK
MaiOy THLOTO orneparopa
rasorpaHcnoptHoi cucremu. Hadroras

OIHOYACHO PO3TOYAB MiAroTOBYl polOTH,

B TOMY udcai  normuOneHuil  ananis
aKTHBIB 1 KOHTPAKTIB i3 3aMyUYCHHAM
komranii  “PricewaterhouseCoopers™ i
CTBOPCHHS  CTPYKTYPHOT OJNMHMLI U5l
BHUKOHaHHA (yHkUiM oneparopa [TC
(Bemouac  Bci  KmouoBi  dyuxuil

oneparopa ['TC. BH3HAYCHI KOMITAHIEH)
“PricewaterhouseCoopers™ y  sikocri
Biokpemaenoro nigposzainy B cknani AT
“Vrprpancraz™ (nani — Ykprpancras).

Harnsiosi pann Hadrorasy ta MITY
MIOTOICYIOTBCA 3 TUM, L0 33 NiACYMKaMH

apbiTpaxxuux  criopis mie  TIAT
“Tasnpom™  (manmi  —  Tasopom) i
Hadrorazom, ki PO3TNAAAUTHCH
TpUOYHAIOM npH ApGiTpaxHOMy
iHCTHTYTI Toprosoi nanaru
M. Crokronsma, y  pazl  BrTparu
Hadrorazom abo YrprpaHcrazom
KOHTPOJLIO Haj aKTMBaAMHM, AKi

BHKOPWUCTOBYIOTRCSl NSl TpaH3uTy, Oe3
sroan  ['asnpoMy  MOXYTh  BMHUKHYTH

3HauHi  QiHaHcoBi pU3MKHM B paMKax
YMHHOCO KOHTPAKTY Ha TPAH3UT MiX
[Casnpomom i Hadrorazom. Lle Moxe



3. Naftogaz and MGU Supervisory boards

both set as the first priority the continuous
operational efficiency of gas transmission
and the need to guarantee security of
supply for Ukrainian gas customers and
assure uninterrupted transit of gas to
Europe.

The purpose of this Memorandum of
Understanding is to set out the common
understanding of Naftogaz and MGU as
to the process and interim steps to be
undertaken to achieve the goal of the TSO
ownership unbundling in full compliance
with relevant EU and Ukrainian laws.
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3ABAJAMTH  3aBEPLICHHIO BiLOKPEMJIGHHS
oneparopa ['TC 3a mogemmo OU o
1 ciuns 2020 poky.

Harnsiyiosi paau Hadrorasy ta MIY
BU3HAYAOTh [EPLIOYEPTOBUM
npiopureToM Oe3nepepBHy edleKTHBHICTE
MANBLHOCTI 3 TPAaHCNOPTYBAHHA razy W
HEOONIHICTE rapaHTyBaTH YKPaTHChKHM
CNOWUBAYAM HLHICTb NOCTAYAHHS razy
Ta 3ade3neuntH OesnepebiiiHMi TpaH3uT
razy B €ppony.

Mera uboro  MemopaHaymy  1po
B3AEMOPO3YMIHHA TOAATAE Y BU3HAYCHHI
Hadrorazom i MIY  3aranbHoro
PO3YMIHHA 1IBOTO MPOLECY TA NPOMIKHUN
3ax0AiB, fAKki HeoOXiAHO OyAe BIKMTH A1s
peanizauii  BinoKpeMieHHs Oneparopa
I'TC 3a wmopewmo  OU, OUIKOBHTO
JIOTPUMYIOUHCD BiAMOBIAHOTO
saxonoaascrea €C 1 Ykpainu.

JOINT __ASSESSMENT _AND AGREEDCIHLIbHA OIIHKA TA V3IOMXEHI
PRINCIPLES NPUHLUITH
5. Naftogaz and MGU Supervisory boards 5. Harmanosi paam Hadrorasy ta MIY

agree that further preparation of the TSO
unbundling would rely on the work
already done by Naftogaz management
over the last few years. They also agree
that substantial work shall be actively
pursued in order to complete the
unbundling process by 1 January 2020,
when MGU is deemed to become the
unbundled TSO. It is agreed that the
unbundling shall comprise all core TSO
functions to enable MGU to be
successfully certified.

6. Naftogaz and MGU Supervisory boards

agree to work collaboratively to make the
unbundling happen and underline the
corporate responsibility of each entity:

* Until the end of 2019, Naftogaz Group
will be the owner of the TSO and will
retain all human and financial
resources associated with it. As such,
it will be responsible for all internal
preparation works for the unbundling
and the allocation of enough resources
to prepare the effective transfer of the
TSO as of 1 January 2020. For the
avoidance of doubt. all related
decisions to be taken within Nafiogaz
will be the responsibility of Naftogaz.

NOTOKYIOTHCA 3 THM, 11O [OAabIIA
MiiroToBKa BIIOKPEMJCHHA oreparopa
I'TC Oyne rpyuryBardes Ha poOoTi, ska
B¢ BUKOHAHA kepienMureom Hadyrorasy
MPOTATOM OCTAHHIX KiILKOX pokiB. Takox

BOHM  TIOTO[DKYIOTHCS 3 THM, 11O
HeoOXiJIHO  aKTHBHO  NPOAOEXKYBATH
BUKOHAHHS  CyTTeBOI  poborm. 1100

3ABCPILIMTH  TIpOLEC BE,EI,OKDEMJTEHHH pite]

1 ciuag 2020 poky, xouum MIY
BBAIKATUMETLCS Bi/10KpEMIIEHUM
orneparopom ['TC. Tloromxeno, mo

BIIOKpEMIICHHS JUSITBHOCTI 3
TPAHCMOPTYBAHHs rasy ONOIMJIIOBATHME
Bei karouosi ynkiii oneparopa I'TC, 3
METOLO 3abe3neucHHs yeniunol
ceprudikauii MI'Y.

Harnanosi pann Hadrorasy Tta MIY
MOTO/DKYIOTECA  CNIJIBHO  NPauioBarTH
39,1018 peanizauil BiJIOKPEMIIEHHS
oneparopa ['TC Tta naronouyloTb Ha
BiJITIOBIIANILHOCTI KOWHOT 3 KOMNaHiii:

* Jlo xitug 2019 poky oneparop I'TC
BXOAMTHME 10  ckiagy  [pynu
Hadroras, ska 36epirarume 3a coboto
Bei Bianoiani monckki Ta dinancosi
pecyper. TakuM uuHOM, BOHa Oyie
HeCTH  BiANMOBIJAJIbHICTL 32  BCi
BHYTpilIHI niaroroedi pobotm s
Bigokpemnenus oneparopa I'TC Tta
BUJINIEHHA J0OCTaTHIX pecypciB s
nijiroroeky  cdecKTUBHOT  nepeaadi
axrusis oneparopa I'TC 1 ciuns 2020
poky. J11s YHUKHEHHS HEMOPO3yMiHb,

Hadyroras Oyne HECTH
BLAMOBIAAILHICTL 3a BCI BLAMNOBIAHI
pitneHHs,  TpuitHATI B Mewax
Hadrorasy.



* MGU will have no active operational
role as a TSO until the end of 2019
but it is responsible for completing all
preparations and being able to operate
as a TSO as of 1 January 2020. It will
implement high-standard anti-
corruption and corporate governance
practices and prepare the certification
process of MGU.

7. To that end:

e On [1 August 2018], Naftogaz will
appoint MGU Supervisory board
members as advisors to the Naftogaz
Supervisory  board  Ethics and
Unbundling Committee (the
Committee) and will compensate them
for this work in line with the terms
and conditions of their contracts with
MGU as Supervisory board members
(MGU will consequently suspend this
remuneration).

« Committee meetings will be at least
every 3 months.

* Naftogaz will share within the
Committee all required information to
moniter  the progress in the
unbundling preparation works and to
allow a smooth transition at the end of
2019.

« It will consult MGU advisors at least on
such matters that may have
consequences on  the  future
organization or operation of the TSO.

» Naftogaz together with MGU will
periodically  inform  the Energy
Reform Coordination Council on
progress of the unbundling process.

8. In the interim period until the end of 2019,

Naftogaz Supervisory board will consult
with the MGU Supervisory board
regarding all major decisions taken under
Naftogaz negotiating leadership that may
span after 2020, including but not limited
to future transit contracts with Gazprom
and other shippers. potential engagement
with foreign partners regarding TSO
activities and major restructuring and
investment decisions affecting the TSO
operation. MGU will consult with
Naftogaz on any tentative agreement with
foreign partners that may start before
2020.

e Jlo ximug 2019 poxy MIY mne
IPOBAAMTUME aKTHBHY ONepauiiHy
nisusnicts oneparopa I'TC. ane Gyae
HECTH BiAMOBIAANLHICTL 3a
NiArOTOBKY Ta BWKOHAHHs (yHKLUIA
oneparopa ['TC 3 1 ciuug 2020 poky.
MIY 3aMpoBaAHTD nepesoBy
npakTuka OOpoThOM 3 KOPYTUICo Ta
KOPHOPATHUBHOrO  YpaayBauus, &
TAKOXK  3AIMCHHTH  MiATOTOBKY IO
npouecy ceprudixanii.

7. Y 3B753KY 3 UMM:

* [1 cepnua 2018 poky] Hadroras
npusHAYKTL wieHis Harnanosol panm
MIY pagnukamu KomiTeTy 3 NUT2HL
CTHKM T2 BITOKPEMIEHHS AisTbHOCTI 3
TPAHCTIOPTYBAHHS TMPHPOAHOro rasy
Hammsinosoi pamu Hadrorazy (nani —
Komiter) Ta BiaUIKOAOBYBaTMME IM
BAPTICTL MOCIIYT BIANOBIAHO 70 YMOB
KOHTPAKTIB, YKIJEHHX Mid HHMH AK
yieHaMu Harmsposol paan ta MIY
(MI'Y,  BiANOBIAHO.  NPU3YTIMHUTL
BHTLIATY Li€T BHHAIOPOIH).

& 3aciganus Komirtety OyIyTh

[IPOBONMTHCE [OpWHAMMHI  KoAcHi 3

Micaui.

* Hadroraz nanasarume KomiTteTy BCHO
HEOBXIAHY ingopmariwo ans
3HIRCHENHS KOHTPOIO 3a
BHKOHAMHAM MNiAroTOBUMX PODIT mis
sijoxpemaenns  oneparopa [TC i
3a6e3MeHeHHs IABHOr0 MEPENOLY 10
kinus 2019 poky.

. Bin
KOHCYIBTALIAME J10 pajgHuKis i3 MIY
NPHHAAMHI 3 THX TIUTAHb, 51K MOXYTh
Mard  HachigkW  ans  MaiOyTHLOT
oprasizauiinor CTPYKTYPH uu
dyukuionysanns oneparopa I'TC.

3BCPTATUMETHCS 3a

» Hadrroras cninsho 3 MI'Y nepioguuno
indopvysarumyTs  Koopauuauiliay
paly 3 MUTaHb MPOBEACHHA PedopM ¥
NAIMBHO-CHEPIETHHHOMY — KOMILIEKCI
npo craryc peanizauii  npouecy
BiJIOKPEMIICHHS.

8. IlpoTarom nepexifHoro nepiogy 4o KiHusg

2019 poxy Harngnosa paga Hadrorasy
Oyjle 3BEPTATHCS 32 KOHCYNBTALAMH [0
Harnsposoi pagn MI'Y crocoBHo YCix
KITIOUOBMN  pillleHb,  NpHiHATHX 32
pesyJbTaraMy  [eperosopis Ha uoti 3
Hadrorazom, AKi MOXYTh MaTH HACHimKH
nicna 2020 poky. BKIIOUAIOUH. AI¢ HE
BUKJTHOHUHO, CTOCOBHO ManOyTHIX
KOHTPAKTIB Ha TPaH3uT rasy 3 ['asnpomom
Ta IHLIMMH NOCTAYAIBHUKAMH,
MOTEHIIAHOr0  3a&IYYCHHA  1HO3ZEMHMX
MapTHepiB A0 YOPaBAiHHA AisUILHICTIO
oneparopa ['TC. a Takok BRKIHBHX
pitlcHL  WOAO  pecTpyKTypusauii  ta



iuBecTyBAHH, AKi MOXKYThL BIVIMHYTH Ha
dyuxuionysanns oneparopa I'TC. MI'Y
Gyie 3BEPTATHCS 33 KOHCYJLTaUiAMH 10

Hadyrorasy CTOCOBHO OyAL-AKHX
nomepeAHix  yrojg i3 iHOZEMHMMH

naprHepamu,  Aki - MouyThb  nabparu
uunnocti 1o 2020 poky.

Clare Spottiswoode, Chairperson of the Knep Cnorricsya, l'onoa Harnsuosoi paiu
Naftogaz Supervisory board Hadyroras
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Walter Boltz, Chairman of the MGU BoasTep Bo. Tonosa Harnaoeoi pagu MITY
Supervisory board (»/0 %
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