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Ukrainian gas sector needs to be reshaped in order to secure

its future and comply with EU regulations

Major challenges for the Ukrainian gas sector

m External factors = Internal factors

(Y Conflict with Gazprom <  Decreasing domestic consumption

” Construction of Nord Stream 2 c‘;, Political and regulatory volatility

SV Liberalization of European gas market <5 Gas transit as important source of profit
(& No gas import from Russia ’{'},“ gggl{g\fgfn(é%iporate efficiency

Future goals to be achieved by the Ukrainian gas sector

s D —
> & i
Securing Remaining Complying with Supporting
natural gas transit competitive national and European  natural gas market

beyond 2019 regulations liberalization
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First steps in this direction is the TSO unbundling,

which will be carried out in 3 steps

30.11.2017
Nov 2017 ~ 1-2 years
! ‘ Ready for unbundling ‘ -
Today Step 1 Step 2 Step 3
UTG as a Bl:an.ch TS0 Lean TSO Extended TSO
conglomerate within UTG
«_ Gas - Gas YK FTFIAE! 1) _ Gas —.. Gas
d o s > o« e N .« . ol o« o ®
" transmission " transmission o transmission [  transmission [
Ready for unbundling Core funtions All functions
_ n Maintenance |
—— Gas = __ Gas -— Gas -— Gas
0 = 0 | 2
storage = ) storage storage 0 storage %
w2 i = i B g Services B : 7
L. Services “G. Services = n&u : .Gu Services )
1§ Non-core J4 Non-core =l 1 Non-core A 14 Non-core | [
<= activities <= activities << activities << activities - =
_| _ =
,\/!\,1\ New
I businesses

—

mm Certifiable under Ukrainian and EU regulations g
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Newly established TSO will gather core functions relevant

to natural gas transmission and required for EU certification

Independent Supervisory Board
Branch TSO = Lean TSO

Executive Management

COMMERCIAL &

OP’E];(;I;?S;@L & A BUSINESS BUSINESS S;JPPORT FINANCIAL ARFA
DEVELOPMENT AREA
5~ Securing the nsy Facilitating contact = Providing = Managing
continuity of gas with clients and administrative financials of the
transmission suppliers support to the TSO TSO
(HR, PR, Legal,

H Planning of il Managing sales etc.) i"l Planning of
repairs and procurement,
maintenance 3 Planning of y‘l"'-. Providing support tendering

investment projects during day-to-day
SLA operations (office, L] Providing IT
security, logistics) services

Additionally, UkrTransGaz will provide various services to the TSO in the regions:

Meter data #® Ongoing I Maintenance o Procurement
o

acquisition @A investments & repairs .I for executed
. functions .



Establishment of the TSO requires extensive analyses in

numerous fields

TBSK — Jul | Aug Sep Oct Nov Dec
Assets Assets stocktaking and analysis e —
Preparation of list assets to transfer R —

532 423

Approval of asset transfer list, reassignment of assets _ ______________
IT Systems Analysis, preparation of IT unbundling concept ——
1 Preparation and development of IT environment e
O7pes IT environment for Branch TSO ready ’'S
Contracts Contracts stocktaking and analysis e
Preparation of list of contracts subject to transfer e
26 3321’05 SAP reassignment of contracts 'S
Human UTG/NAK headcount analysis ——
Resour6ces Selection of employees to be transferred, list approval —
19 73 Opcople Transfer of employees to the Branch TSO 'S
Organizational Analysis of UTG org structure )
structure Design of the new org structure e
5 3 units Approval of the org structure for the TSO r'S
Processes Analysis of business processes in UTG e
Identification of processes to be performed by the TSO E—
7 Jeore Preparation of to-be processes for the TSO R —
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Huge amount of work has already been done

Timeline and sample of analysis - fixed assets example [# assets]

0,5 month > 1,5 months —— —— | 1 month

Stocktaking il eal Akt o Analysis of assets el aeeie Transfer
of assets selection

Current stage

of work
402,557
12 6,0
9,866 95 10,509 8 501
P 8578
[ — f|-49103
591
Total fixed  Gas Gas Non-core  Crimea, Gas Joint usage Low value Intangible assets,
assets storage service assets ATO&  transmission assets assets  CIP, inventories,
assets assets Decomlssmn assets

other assets
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However, unbundling is a complex process which is highly

dependent on numerous parallel processes

Jul 2017 Aug 2017 Sep 2017 Oct 2017 Nov 2017 Dec 2017

1 Unbundling Project for new TSO (with Pw(C)

............................................................................................................................................................................ ‘ >
. , , UTG ready

CMU Resolution #496 as of 01 Jul 2016 (the Unbundling Plan) to unbundle

B EU Directive 2009/73/EC EplbEn 10

2 Regulations for new TSO

Implementation of new TSO Corp Gov Action Plan

3 with EBRD

............................................................................................................................................................................ ®

4 Enabling EU-compliant asset transfer to new TSO
....................................................................................................................................................................................................................... O

5 Preparation of MGU to become TSO
............................................................................................................................................................................ ®

6 Final decisions of the Stockholm Arbitration
............................................................................................................................................................................ ®

7/ Engagement of GTS Partner for new TSO
..................................................................................................................................................................................................................................................... ®



Thank you!
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