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Ha Ne¢
Cabinet of Ministers of
Ukraine
H.E. Mr Denys Shmyhal
Prime Minister of Ukraine
3 May 2021

Dear Mr Prime Minister,

Supervisory Board members in
attendance at the extraordinary
Supervisory Board meeting held on
Friday, April 30, 2021 filed their
resignation notices to the Company.
According to the Company Charter
currently in effect, these resignations
will be effective May 14, 2021.

Given the unsatisfactory ratings,
and CMU Ordinance No. 370 dated
April 28, 2021 (the Ordinance) which
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ITanoBuuii nane Ilpem’ep-minicTpe!

YsieHu HArasA0BOI paju, Kl Oyau
OPUCYTHI TMIJ Yac I[03a4eproBoOro
3acilaHHs ~ HArisgoBOI  paagud  y
m’stHuiro, 30 kBiTHa 2021  poky,
MOoIaJIn Kommanii IMHCHEMOBI
MTOBITOMJICHHSI po JIOCTPOKOBE
MPUNUHEHHSI CBOIX IMOBHOBAKEHb SIK
YJICHIB HArjsI0BOI paau. BiamoigHo
no uguHHOro Craryry Kowmmanii
MPUNUHEHHS TIOBHOBa)XCHb  HAOye
yuHHOCTI 14 TpaBHs 2021 poky.

VYpaxoByrouun HE3aJI0BUIbHY
OIIHKY Ta posnopsmkeHHs KMY Bix
28 kBiTHa 2021 p. Ne 370 (mami —
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Harnsinosa pana HAK "Hadroras Ykpainuu"



points to a series of ‘failings’ by the
Supervisory and Executive Boards, we
here respond to the points raised in the
Ordinance.

Naftogaz’s ongoing transformation
now at risk

Before doing so, we would like to
make some general comments. Andriy
Kobolyev entered 2020 with a new
world class Executive Board supporting
him in his CEO position. This team is
transforming Naftogaz into a modern,
responsive, and well-run company. In
particular, the exploration and
production team has been turned around
(this happened after Yuriy Vitrenko left
the Company). Otto Waterlander,
formerly with McKinsey, took over as
Chief Transformation Officer (January
2020) to ensure and accelerate the
needed transformation of the Company.
He was soon appointed Chief Operating
Officer (April 2020). Petrus van Driel
joined Naftogaz from Shell as Chief
Financial Officer (January 2020) adding
further world class talent to existing
Executive Board members Sergiy
Pereloma (First Deputy Chairman, as of
August 2014) and Yaroslav Teklyuk
(Director of Legal Affairs, as of April
2014).

Po3nopsikeHHs), sike BKa3ye Ha HU3KY
“HeBmay”’  HArJIsS0BOI  paau  Ta
OpaBIiHHA, IUM JIMCTOM HAJa€EMO
BIJMOBII Ha TUTaHHs, MOPYIICHI Yy
Posmopsmxenni.

Hapa3i nio 3azpo3oww  nomouHa
mpancgopmauia Hagpmozazy

[lepur HiX po3moyaTH, XOTLIM OU
3poouTH K1JIbKa KOMEHTapiB
3arajibHOTO XapaxkTepy. AHnpii
KoGoines po3nouas 2020 pik 3 HOBUM
CKJIJIOM TPaBJIIHHS, 10 SIKOTO YBIAIIUIH
¢daxiBui  CBITOBOrO  piBHS,  SIKi
OIATPUMYBaJIM ~ HOTO  SIK  TOJIOBY
npasiiHHA. g xomaHzna mnepeTBoproe
Hadroras y cydacHy, BIAKPUTY A0 3MiH
1 yCHimHy KOMITIaHiio. 30Kpema, Oyio
NOBHICTIO TEpe3aBaHTA)KEHO KOMaHAY
3a HaMpsMOM PO3BIIKY Ta BUIOOYBaHHS
(ue cramocs micns Toro, sk HOpiii
Bitpenko 3amummB Kommnaniro). Otto
Barepnanzaep, saxuii paHiiie npairoBaB
y kommanii McKinsey, 001iiHAB ocany
IUPEKTOpa BUKOHABYOTO 3
tpanchopmarii (civenb 2020 poky),
mo0 3a0e3neunTd Ta MPUCKOPUTH
HeoOx1mHy TpaHchopmaliito Kommanii.
Hezabapom #oro Oylio mpuU3HAYEHO
TOJIOBHUM JIUPEKTOPOM BHUKOHABUUM
(xBitenn 2020 poky). [lerpyc Ban [pin
npuennascs n0 Hadrorady Ha mocani
aupexkTopa (piHaHCOBOTO Micas POOOTH
B kommadii Shell (ciuenp 2020 poky).
Takum uywHOM, CKJaa TPABIIHHA, 1O
akoro BxonasaTh Cepriit  Ilepenoma
(Tmepmii 3aCTYIMHUK TOJIOBU TIPaBJIiHHS
3 cepnHs 2014 poky) Tta Spocnas
Texmok  (QUpPEKTOp 3  OPUAUYHHUX
nutanb 3 kBitHA 2014 poky),



Otto Waterlander, fully supported
by the CEO and the other members of
the Executive Board, is transforming
Naftogaz into a company which is
making the best of its opportunities and
capital. The strategy is well thought
through and designed to substantially
change the Company’s results over the
next two/three years. We have also put
in place a strong compliance and anti-
corruption unit which is ensuring good
practice within Naftogaz and has strong
control of our procurement procedures
and our relationships with suppliers. We
are developing strong partnerships with
world class companies to provide skills
and expertise which we do not have
today within Ukraine.

The Executive Board has made
clear to us that it is not necessarily going
to remain in Naftogaz if it is led by
designated CEO Yuriy Vitrenko, who
seems unfamiliar with the ongoing
transformation, and which he considers
altering. This in our view would be a big
step backwards for the Company and
would lead to unnecessary change and
needless value destruction. Ultimately,
if this were to happen, people of
Ukraine would suffer the consequences
just as the transformation is taking hold
and producing results.

MONMOBHWJIM ~ TEPIIOKJIAacHI  (axiBii

CBITOBOTO PiBHSI.

3a HUIKOBUTOI MIATPUMKHU TOJIOBH
Ta IHIMX 4YjeHiB mpasiiHHA OTTO
Barepnanaep mneperBoproe Hadroras
Ha KOMIMAaHIIo, sKa MaKCUMaJbHO
e(DeKTUBHO  BHKOPHUCTOBYE  HasBHI
MOXJIMBOCTI Ta Kamitayn. Crpareris
Komnanii  gobpe mnpoaymaHa Ta
COpsIMOBaHAa  HA  ICTOTHY  3MiHY
pe3yabTatTiB il AISIIBHOCTI MPOTATOM
HAaCTYyIIHUX JBOX/TPbOX pOKIB. Mmu
TaKOXX CTBOPWUJIM TMOTYXHY (YHKIIIO
KOMIUTA€HCY Ta O0OPOTHOU 3 KOPYIILIELO,
dKka 3a0e3leuyye  3acTOCyBaHHSA B
Hadrorazi kpammx  mOpakTUK Ta
3MIACHIOE PETENbHUNA KOHTPOJIb 32
HAlllUMU TIPOLEAypaMU 3aKymiBenb 1
BIJIHOCMHAMU 3 MOCTavYaJIbHUKaMu. Mu
PO3BUBAEMO MIIIHI MapTHEPCHKI
CTOCYHKH 3 KOMIIAHISIMH CBITOBOTO
piBHS, IO JAalOTh 3MOTY 3aly4yaTu
(haxiBIliB 13 BMIHHAMHM ¥ JOCBIJOM, SIKi
CTaHOM Ha CbOTOJHI BIJICYTHI B
VYkpaiHi.

[IpaBiiHHs 1a710 YITKO 3pO3yMITH,
0 He OOOB’S3KOBO 3aJMUIIUTHCA B
Hadrorasi, sikmo #oro odosroBaTume
npu3HaYeHu# rojoBa npasiiHag FOpiit
BiTpenko,  sgkuif, 37a€ThCA,  HE
3HAWOMHH 3 TMPOrPaMoOI0 MOTOYHOI
TpaHcdopmallii, Xif SKOi BIH IUIAHYE
sminuTd. Ha Ham mormsig, ne Oysno 6
BenukuM KkpokoMm Kommanii Hazanm i
npu3Beso O 70 HENoTpiOHUX 3MIH Ta

MapHOro 3HUILICHHS CTBOPEHOI
IMIHHOCTI.  3pemTol0,  SKIO  1e
CTaHETHCsl, HAPOJ Y KpaiHM MTOCTPAKIAE
Bl HACHIOKIB caMe€ TOAl, KOJH



‘Failings’ of the Supervisory and
Executive Boards

In response to the ‘failings’ of the
Supervisory Board noted by the
Ordinance we would answer as follows:

Clause 2: The underlying profit in
2020, excluding provisions for bad
debts and PSO compensation, is
UAH 3.2 billion. This is higher than in
the previous year, UAH 2.6 billion,
despite lower energy prices and reduced
demand. The 2020 contribution to the

State Budget by Naftogaz was
UAH 141.0 billion in taxes and
dividends to the Government. This

represents around 13% of the total State
Budget.

The reported 2020 financial loss
results from IFRS standards, which
correctly includes provisions for bad
debts. The bad debts mainly consist of
debts, firstly from regional gas supply
companies not paying for gas that was
delivered before the PSO for
households was abolished; and,
secondly from heating companies who
have  faced adverse economic
circumstances and as a result are slow in
paying their debts. We do expect some
of these debts to be collected eventually,
through active recovery, the courts, and
support of the Government.

TpaHcdopmMmariisi Habupae 00epTiB 1 BKE
Ja€ pe3yabTaTH.

“Heeoaui” mnaznadoeoi paou ma
npaeiinHA
YV BiAmoBiAL Ha BKasaHl B

Posmopskenni “HeBmadi” HarIsI0BO1
paau 3a3HAYMMO TIPO TaKe:

Iyaxkr 2:  HopwmainizoBanuit
npudyTok 3a 2020 pik, 3a BHHITKOM
pe3epBiB  CYMHIBHMX  OopriB  Ta
KOMITeHCAIi1 3a BUKOHAHHS
creriaJbHuX OOOB’S3KIB Ha PHUHKY
MPUPOTHOTO rasy, CKJIaJIa€
3,2MIpATPH, a Ie BHIIE, HDK Yy

NonepeIHboMy poli — 2,6 MIpI TpH,
HE3BAKAIOYM HA HU3BKI I[IHU Ha
€HEepPropecypcH Ta MaJiHHA MOMUTY. 3a
migcymkamu 2020 poky Hadroras
CIUIATHB JO JIEPKABHOTO OOJIKETY
141,0 mapa rpH y ¢gopMi MOAATKIB 1
TUBIICHIIB  YpsIy, 10 CTaHOBUTH
MpUOJIM3HO 13% 3arajibHUX
HAJXOJ/KEHb J10 JIEP’KaBHOTO OIO/IKETY.

BunHukHeHHS (iHaHCOBOTO 30UTKY
3a 2020 pik €  pe3yabTaTOM
3actocyBaHHa MC®3, sike oOrpyHTOBY€E
HapaxyBaHHS  pE€3€pBIB  CYMHIBHUX
oopriB. CymHIBHI OOpru mnepeBaxxHO
BKJIIOYAIOTh  3a00proBaHiCTh,  IO-
nepuie, perioHaTbHUX
ra3orocTadajJbHUX KOMIIaHIH, K1 HE
CIUIaYylOTh 3a Tra3, OTPUMaHUN [0
ckacyBaHHsd pexunmy I[ICO i
MoOyTOBUX CIIOKUBAYiB; 1, MO-APYTe,
BiJl TEIJIOKOMYHEHEpro, sKi 3a3Halu
BIUTMBY HECHPHUSITINBUAX EKOHOMIYHHX

YMOB, BHACHIJOK 4YOro MOBUIBHO
CIUIAYYIOTh CBOI oopru. Mu
CIIOAIBAEMOCH, III0 4YacTUHaA  Ili€l

3a00proBaHoCTI Oyie BpEIIITI IoraiieHa



Clause 3: CMU evaluates the
performance of the Supervisory and
Executive Boards as unsatisfactory. We
would like to offer a few facts:

- For the full year, 2020 operating
cash flow is UAH 19.5 billion,
more than double the 2019
operating cash  flow, at
UAH 6.9 billion;

- Capital expenditure in 2020 is
UAH 15.0 billion, below the
target of UAH 20.0 billion and
46% lower than 2019. This has
contributed to the Company
maintaining the investment
necessary for meeting increased
production goals on its own cash
flow;

- Free cash flow is resilient at
UAH 8.1 billion. The Group did
not spend or invest more money
than it earned;

- Total 2020 contribution to the
State Budget by Naftogaz was
UAH 141.0 billion (as detailed
above).

These outstanding results were
achieved thanks to the forceful

BHACJIIOK AaKTHUBHOI'O 3aCTOCYBaHHS
IPOLEAYpP CTATHEHHS, Y CYAOBOMY
MOPSAIKY Ta 32 MIATPUMKH Y Psiy.

Iyukr 3: KMV omintoe poboty
HarJISII0BOI  paad Ta  TPABIIHHS
HE3aJ0BUIbHOIO. Mwu  xoTtumd  Ou
3BepHYTH Bamry yBary Ha KiJbKa
(haKTiB:

- Pyx rpomoBHX KOIITIB BIJ
onepauiifHoi isibHOCTI 32 2020
pik ckianae 19,5 mupp rpH, 1o
OUIBIII HIK YABIYl TIEPEBUIIYE
omepalifHuil TPOIIOBUN MOTIK
2019 poky, sKui CKIJIa/IaB
6,9 Mipa rpH;

- Kanitansni BUTPATH y
2020 porri CTaHOBJIATH
15,0 mapa rpH, IO HIDKYE
3allJlaHOBaHOTO  o0csAry Y
20,0 mupag tpH Ta Ha 46%
meHmie, HXK y 2019 pomi. Ile
CIIPUSLIO 30epeKEHHIO
HEOOX1THOTO PiBHS I1HBECTHUIIIM
KOMIIaHii Yy  HapoIyBaHHSA
BUJ00YTKY 32 PaXyHOK BIACHHUX
IPOLIOBUX KOIITIB;

- BinpHUI pyX rpoioBux KOIITIB
3QIIMINAETBCSA  CTaOLTPHUM Ha
piBHi 8,1 mupa rpH. ButpaTtu ta
1HBECTHUIT ['pynu HE
IEPEBUIYBAIIU 11 TOXOIH;

- 3aranbHuii BHecok Hadrorazy
0 JEp’KaBHOTO OIOJIKETYy Yy
2020 porti CTaHOBUB
141,0 mupn rpH (mpo 11O
JeTAIbHO HIIIOCS BUIIIE).

Taxki Haa3BUYaliHI pe3yJbTaTH
Oyl JOCATHYTI 3aBISKH  PIITydiid



transformation undertaken in 2020
under the leadership of the newly
constituted Executive Board. The
Company has now entered into a period
of improved profitability with an
expected underlying profit in the first
quarter of 2021. The current Executive
Board delivered on this target before the
change of the CEO.

It is very important to note that all
these numbers were explained to the
Government by the Company on
numerous occasions and should not
have come to the Government as a
surprise. Particularly the IFRS 2020
results which were discussed at various
levels of the Government. We would
also like to point out that the former
CEO and the CFO have been in regular
discussions with the Government,
including the Ministry of Finance, on
how the Company might alleviate
current cash issues faced by the
Treasury.

The year 2020, as we all know, has
been very turbulent, not only due to the
ongoing transformation, but also due to
the depressed state of energy markets
and due to the COVID-19 crisis. The
remarkable results achieved in 2020 has
led the Supervisory Board to evaluate
the performance of the Executive Board
as outstanding, given the context in
which the results were achieved.

Clause 4: We have no issue with
the authority of the Shareholder to
terminate our powers, even early. This
Is the exclusive competence of the CMU

TpaHcopmMalliii, sika BIpOBaKyBaiacs
y 2020 potii Ha 4oJ1i 13 chOPMOBaHUM Ha
MOYaTKy pOKy TmpaBmiHHIM. Hapasi
Komnanis  yBifimma B mepiof
MOJIIIICHHS] MPUOYTKOBOCTI Ta OUIKYE
OTpUMaTH MNPUOYTOK B  MEPIIOMY
kBaptami 2021 poxy, 1m0 cTaio
JAOCSTHEHHSIM YHMHHOTO TPABIIHHS [0
3MiHU T'OJIOBH MPABJIIHHS.

Baxnuso 3a3HAYUTH, 10
MPEJICTABHUKH Kommnanii
HEOJHOPA30BO HAJABAIM TOSICHCHHS
1010 X Iudp Ypsay, a TOMy BOHH HE
Mamid OM CTaTM  HECHO/IIBAaHKOIO,
30kpema pesyabratd 3a 2020 pik,
BimoOpaxkeHi 3rimHo 3 MC®3, ski
OOrOBOPIOBAIMCH HA PI3HUX PIBHIX
VYpsany. Takox Xo4eMO 3a3Ha4YUTH, 110
KOJUIIIHIM  TrojioBa TMpaBJiHHA Ta
TUpeKTop  (IHAHCOBUU  PETYJISIPHO
O0OrOBOpIOBAH 3 YPSAOM, BKIIIOUAIOUH
MinictepcTBO (hiHAHCIB, SIKUM YHUHOM
Komrmaniss Moke CHpHSITH TIOIOJTAHHIO
MOTOYHUX MPOOJEMH 3 HAIMOBHCHHIM
JEP>KaBHOTO OIOJIKETY .

Sk Bimomo, 2020 pik OyB myxke
HECIMOKIMHUM HE JIUIIIE Yepe3 TPUBAIOUY
TpaHchopmarlito, a ¥ uepe3 cmaja Ha
pUHKAaX EHEepropecypciB 1 KpH30Bi
spuma, cnpuunHeni COVID-19. Ha
miacTasl Yy J1I0BUX pe3ybTaTIB,
nocsraytux 'y 2020 poui, HariasgoBa
paja BCTaHOBHWJIA HAaWBUIIY OIIHKY 3a
poOOTYy  TpaBiiHHS,  YPaXOBYIOUHU
YMOBH, B SKUX Taki pe3ynbTaTH OyiH
TOCSITHYTI.

IIynkT 4: Mu He MaEMO CyMHIBIB
111010 NOBHOBAKEHb aKkiioHepa
OPUMMHUATH  Hallll  MOBHOBAaXKEHHS,
HaBiTh JOCTpoKoBO. lle BuKIIOYHA



in their capacity as our Shareholder.
However, to do so in order to replace the
CEO, which is clearly in the
competence of the Supervisory Board,
Is a violation of corporate governance
standards. This is particularly the case
given that the CEO’s term had only
recently been extended for another four
years, with the approval of the CMU
and the President. The absence of any
due process, including prior exchange
with the Supervisory Board, adds to the
corporate governance violation of this
unprecedented move.

Clause 6: Reappointment of
Supervisory Board members. It is clear
that a better nomination process must
indeed be found to make sure the
process is removed from undue political
influences. The purpose of the OECD
Guidelines is to ensure that State-
Owned Companies are run for the
benefit of the Company in the interests
of the people of Ukraine. The renewal of
the outgoing CEO, which benefited
from several discussions and the
approval of the Government and Offices
of the Prime Minister and the President,
was much better in that regard. Should
the Government have felt that the
outgoing CEO was a major issue, this
too should have been discussed with the
Supervisory Board, as both he and this
Supervisory Board have always been
driven by doing what we consider, after
proper debate, to be in the best interest
of the Company and the longer term
interests of the Shareholder, and
ultimately of Ukraine. It should be
recalled in this regard that when

komrereHmis KMY gk Hamoro
akmionepa. OnmHak 3MiHAa TOJOBH
MpaBJIiHHS, 10, BOYCBUIbL, HAJCKHUTH
70 KOMIIETEHI[1 HarisoBOi paau, €

MOPYILICHHSIM CTaHJapTiB
KOPIOPATUBHOTO BpSITyBaHHS,
OCOOJIMBO  BpPAaXxOBYIOUM, IO 34

noropkeHHsM 3 KMV ta [Ipe3unentom
CTPOK ITOBHOBaXEHb I'OJIOBH TIPaBJI1HHSI
OyJ0 HENIOJAaBHO IPOJOBXEHO Ha
qoTupH poku. | 1ei Oe3npereIeHTHII
KpOK € TIOpPYIICHHSM CTaHJapTiB
KOPIIOPAaTUBHOTO BpSIlyBaHHS 1IE U
qyepes BIJICYTHICTh HaJICKHUX
MPOLEIYP, BKIIOYAIOYM MONEPETHIO
KOMYHIKAIIIIO 3 HaIJISIOBOIO PAJIOl0.

Hynkr 6: IlepenpusHaueHHs
YJICHIB Harjasa0Boi paau. BoueBuip,
Mae OyTu po3poOJeHUN  Kpauui
HOMIHAIIIHHAH npoiiec, SIKWAHN
rapaHTyBaTUMeE BIJICYTHICTh
HAJMIPHOTO  TOJITUYHOTO  BILIUBY.
Mera KepiBaux npunuunis OECP
MoJIsirae y 3a0€3IeUeHHI

(yHKL10HYBaHHS I€pKaBHUX KOMITaH1i
Ha KOpPUCTh CaMUX KOMMaHIA 1 B
iHTepecax Hapoay YKpaiHu. 3 1€l
TOYKHU 30py KpalluM MPUKIAIOM OyII0
TIPOJTOBKEHHS MMOBHOBAXEHb
MOTIEPETHHOTO TOJOBH TMPABIIHHSA, SKE
BiIOyJIOCS 3a pe3yJbTaTaMU KIJTBKOX
obroBopenb 1 Oyno cxsarene KMV #
odicamu [Tpem’ep-miHicTpa Ta
[IpesunenTta. Axmo Ypsg maB meBHi
CYTTEBI TEPECTOPOTH IIOJI0 POOOTH
MOTICPETHHOTO TOJIOBU TIPABIIIHHS, IIC
Tako Oys10 0 HeOOX1JHO OOTOBOPUTH 3
HarJIs7J0BOIO PaJIol0, OCKIJIBKH 1 BIH, 1 1151
HarJISI0Ba paja 3aBkIH KepyBaJIHUCS
TAM, 110, SK MM BB&XaJIH TICIA
HaJIC)KHUX JTUCKYCIH, BIJIIIOB1JIa€
KpamM iHTepecam Kowmmanii Ta B



reviewing the former CEO, the
Supervisory Board each time did not
retain Yuriy Vitrenko as a feasible CEO
candidate. Furthermore, he was not
selected either as a member of the new
Executive Board in 2020.

Since the resignation of Amos
Hochstein, not a single discussion with
the Supervisory Board was held about
his replacement. This means that we are
one independent director short. The
Government has also appointed Robert
Bensh as a government appointee.
Given his recent career decisions, he
clearly has conflicts of interest that are
difficult to resolve. He also has a
chequered reputation within the global
energy industry which makes for an
unusual appointment by the
Government.

Clauses 7 and 8: We cannot
support the Soviet-like methods
employed to deprive the Supervisory
Board from our competence just for a
snap in time in order to replace the CEO,
made within the same General
Shareholder’s Meeting resolution and
during a day when the Supervisory
Board had no powers. It is a mockery of
basic corporate governance practices.
Furthermore, contrary to good practices,
there has been no appropriate contest for
the new CEO role. It is particularly
concerning that the newly designated

JIOBIOCTPOKOBI1H MePCIIeKTUBI —
iHTEpecaM akIfioHepa 1, 3pemTolo,
VYkpainu. Y 3B’s3Ky 3 [IUM Harajaemo,

110 po3riIaauu MUTAHHS
MPOJOBKEHHS MOBHOBAKEHb
MOTEPEAHBOTO  TOJIOBU  TPABIiHHS,

HATJAZ0Ba paja >KOJHOTO paszy He
BBaxkana lOpis Bitpenka MoxInBUM
KaHIUAaTOM Ha 1o mocaay. Kpim Toro,
A0 CKJIaay HOBOTO TIPaBITiHHA B
2020 porii BiH TakoX HE OyB 0OpaHUH.

[Ticns mpUITMHEHHSI TTOBHOBAXEHD
Amoca XoximiTaiiHa oOpaHHS HOBOTO
yjieHa  He  oOromoproBajiocs 3
HaIJISI0BOIO PaJIO0 KOJIHOIO pasy, a I1e
O3Hauae, M0 Halll HarIsaoBl paji

Opakye OJIHOTO HE3aJIeKHOTO
OUPEKTOpa. YpSA TaKoX NPU3HAYMB
PoGepra  benma  mpencTaBHUKOM

Jep’KaBM, Xo4da 3 OISy Ha MHOro
Hemo/laBHl mpodeciitHi  pileHHs y
HBOTO 0€3 CYMHIBY BUHHUK KOH(IIIKT
IHTEPECIB, SIKUI CKIJIaJHO BPETYJIIOBATH.
Take IIPU3HAYCHHSA Ypsaaom
BBAXKAEThCA IIe OUIBII JUBHUM uepes
CyMHIBHY penyTalito Pobepta benma y
CBITOBII €HEPreTHYHIN ramy3i.

HynkTn 7 i 8: Mu He Moxemo
MIITPUMYBATH  PAIsSIHCBKI ~ METOIH,
SKUMHU HArJIJI0BYy paay IM030aBlISIOTh
KOMIICTCHIIII JIMIIE Ha  KOPOTKHI
MIPOMIXKOK Yacy JiJisi TOro, 00 3MIHUTH
roJIoBy TpaBiiiHHs. | Bce 11e BiaOynocs
Ha IIACTaBl OJHOIO 1 TOrO CaMOTO
pilIeHHS 3arajbHUX 300pIB aKI1OHEPIB
y JIeHb, KOJIM HarjsoBa paja HE Maja
MOBHOBaXEHb. lle mpocTo 3HyIIaHHS
HaJ OCHOBOTIOJIO)KHUMH TPaKTUKaAMU
KOpIOpaTUBHOTO  BpsiAyBaHHs.  ba
OlbIIe, BCymeped KpaluM IpaKkTUKaM
HaJCKHUA KOHKYPC Ha 3aMiIICHHS



CEO has previously been terminated
from the Company for objective
reasons. Many of the existing Executive
Board and senior managers have
worked with Yuriy Vitrenko when he
was with Naftogaz, and it has to be
expected that many will decide not to
continue to work for Naftogaz under his
leadership, particularly as a result of
such a poorly handled non-transparent
process. Their desire to stay will not be
enhanced by the negative (and often
uninformed) comments on many issues
that Yuriy Vitrenko has made publicly,
both before and since his appointment.

For example, the new annual fixed
price contract that Naftogaz recently
introduced after extensive discussions
with the Presidential Office was created
as a market based mechanism which
would protect households against price
volatility. Naftogaz has the lowest
margins, together with the RGK Group,
in the market, which show that Naftogaz
is providing Ukrainian customers with a
good deal, and as a result thousands of
customers have switched to our supply.

In this regard, the Supervisory
Board, on April 30, 2021, the first day it
was reconstituted by the Government,

nocaad  TOJIOBM  TpaBIiHHA  HE
npoBoauBcs.  OcoOIMBO  BHUKIIMKAE
3aHENOKOEHHS TE, 110

HOBOIIPU3HAYEHUI TOJIOBa TMPaBIiHHS
panime O0yB 3BuTbHeHUN 3 Kommanii 3
00’ekTUBHMX NpuuuH. bararo xto 3
YJICHIB TENePilIHbOTO CKJIaay
MPaBJIIHHSA Ta BHINOI KEPIBHOI JIAHKHU
npaitoBanu 3 FOpiem BiTpenkom, koau
BiH OyB mnparniBHukoMm Hadrorasy, i ciifg
OUIKyBaTH, IO OaraTo XTO 3 HHUX

BUPIIIUTh  NPUIIMHUTA  POOOTY B
Hadrorasi mig #oro KepiBHUIITBOM,
30KpeMa BHACIIIJTOK TaKoro

HEMPO30pPOTr0 Ta CYMHIBHOIO MPOIECY
npu3HaueHHs. | Ha ixHe OaxaHHS
3QJMITUTUCS HAaBpSAJ YW BIUIMHYTh
HeratuBHI (1 4YacTto Oe3MmiJCTaBHI)
nyOmiyHl komeHTapi FOpis Bitpenka 3
HU3KM TUTaHb, SIKI BIH BUTOJIOLIYBaB
Harepe 10 H1 Ta TCIIS CBOI'O
MIPU3HAYCHHS.

3BepHIMO yBary, Hampukiaj, Ha
HOBHUM JIOTOBIpP, HEIIOJIABHO YKJIAJICHUI
Hadrorazom y pamkax BIpOBaKCHHS
(bikcoBaHOrO piyHOTO HPOoAykTy. Llei
npaBOYMH OyB  BYMHEHUW  MICHSA
TpuBaMX o0OroBopeHb 3 Odicom
[Ipe3uaeHTa sSK PUHKOBUM MeXaHi3M
JUISE 3aXUCTY TMOOYTOBUX CIOKHBAYiB
ra3y BiJI IIHOBUX KOJMBaHb. HaltHmkay
HAI[IHKy Ha pUHKY MaioTh Hadtoras i
['pyna PTK, 10 cBiguuTh npo nepeBaru
3a3HAYEHOTO MIPABOYUHY IS
YKpaiHCbKUX CHOXKHUBadiB. BHacmimok
IHOT0 THCAYl  KIIEHTIB  3MIHWIH
MocTavajbHUKa TMPUPOJHOTO  Ta3y,
TIEPEMNILIOBIIHN 10 HAC.

Y 3B’M3Ky 13  3a3HAUYCHUM,
30 xBiTHa 2021 poky, komu Ypsaom
OyJ0  BIOZHOBJICHO  ITOBHOBAKCHHS



invited the new CEO to present his plan
for an orderly leadership transition in
the interests of the Company. We knew
that serious concerns had already been
clearly expressed to us by Executive
Board members. We have in our first
meeting with the designated CEO told
him that his first task would be to secure
the members of the Executive Board for
critical  business  continuity and
performance reasons, particularly in a
context of major and ongoing corporate
transition, as well as in the raising of
outside capital in the form of
Eurobonds. We advised him that his
first priority should be to share his plan,
or, short of a plan, to reassure the
existing members of the Executive
Board of his support. He did neither. We
also advised him to speak with them
rather than to the press and the outside
world. An immediate departure of
several members, let alone the entire
Executive Board, will negatively impact
the reputation and performance of the
Company.

Finally, it would appear hard for
this Supervisory Board to work with
Yuriy Vitrenko as CEO. He addressed
the CMU as First Deputy Minister and
Acting Minister of Energy overseeing
the Company rating our own
performance and that of the Executive
Board as unsatisfactory. Being
appointed as CEO immediately after
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HATJISAZ0BOI  pajy, BOHA 3alpocHia
HOBOTO T'OJIOBY IIPABTIHHS MTPEACTABUTH
TJIaH 010 TIepe/iadi MOBHOBAXKEHb, KA
Ma€ BiJJOYBAaTHCS HAJIC)KHUM YUHOM 1 B
iaTepecax Kommanii. Mu po3yminm, mo
YJICHH TIPABITIHHS BXXE YiTKO BHCIIOBUIIN

CEepHO3HI  3aHETOKOEHHS 3  I[HOTO
npuBoay. Ha  mepmiit  3ycTpiui
3 TPU3HAYECHUM TOJIOBOIO IIPABIIIHHS
MU 3ayBaXWIH, IO 3 MipKyBaHb
BAKJIMBOCTI 3a0e3neYeHHs
0e3mepepBHOCTI rOCT0JIapChKOT

nismbHOCTI Ta epextuBHOCTI Kommanii
HOro mepiioyeproBe 3aBJaHHs MOJIATAE

B  yOe3meueHHI  poOOTH  YJICHIB
NpaBiiHHSA, OCOOJMBO B  yMOBax
MacmTabHOCTI MOTOYHUX
KOPIIOPaTUBHUX  3MiH, a  TaKOX

3aJTy4€HHsI 30BHIIIHBOTO (DIHAHCYBAHHS
IUIIXOM BHUITYCKY €BpooOsiraniid. Mu
MOpajuial WOMy B TMepuly dYepry
MPEJCTAaBUTH CBili MUIaH abo, 3a HMOro
BIJICYTHOCTI, 3all€BHUTH YJICHIB
MpaBJIiHHSA Y CBOIM miaTpumill. Bin He
3poOHUB Hi TOTrO0, Hi 1HIIOr0. MM TakoX
MOpaJIUITu Homy B3aEMO/IIATH
MEPIIOYEPTOBO 3 HUMH, & BXKE MOTIM —
31 3MI Ta 30BHINIHIMU CTOPOHAMH.
MuTtTeBe 3BUIBHEHHS KIJIBKOX 4YJICHIB
MpaBJIiHHSA, HE KaXydd BXKE PO BCE
MpaBJIiHHS, HETATUBHO MMO3HAYUTHCS HA
pernyTanii Ta pe3yiabTarax IisuIbHOCTI
Kommnanii.

Hacamxkinenp i HarasIoBii pami
Oyne Baxko mpamoBatd 3 HOpiem
BiTpenkom Ha  mocanl rOJIOBU
npaBimiHHsA. Ha mocami  meprioro
3acTynHuka MiHicTpa, BHUKOHYIOUOTO
000B’s13kM MIHICTpa €HEPreTUKH, STKHil
3M1MCHIOE  HArIAA 3a  JISUIBHICTIO
Kommnanii, BiH mnpononyBa KMV
OIIHUTH Hamry poOoTy Ta poboTy
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that clearly shows that he was subject to
a conflict of interest in writing that
letter. We understand that the Anti-
Corruption Law explicitly prohibits
such appointments and mandates public
servants to observe a one-year cooling
off period regarding companies over
which they had influence. A good
corporate governance regime would
have dealt with these important matters
before the appointment took place.

Orderly leadership transition and
appreciation for the Naftogaz team

We heard from the Executive
Board members that all are prepared,
under reasonable professional
conditions, to do their part to ensure an
orderly leadership transition.

The Supervisory Board will follow
the Charter of the Company, which
provides for a two-week notice period.
In this period, it will aim to support an
efficient and as effective a transition for
the Executive Board of the Company as
we can in the circumstances.

We all express our admiration and
grateful thanks for the Executive Board
of Naftogaz and the entire management
team, which has continuously

NpaBIiHHA  HE3aJ0BUIBHOW0.  MOro
MPU3HAYEHHS TOJIOBOIO  TIPABIIHHS
0JIpa3sy MiCJIA I[bOTO YiTKO CBITIUTH PO
HAsBHICTh Yy  HBOTO  KOH(IIKTY
iHTepeciB. Ik MH po3ymieMo, 3aKOH
VYxpainu “IIpo 3anoGiranHs Kopymiii”
npsMo 3a00pOHSIE Taki MPU3HAYEHHS, a
came IpaleBIallTyBaHHS ocio,
YIIOBHOBaXEHUX Ha BUKOHAHHS
GbyHKIIN qep)kaBy, y KOMITaHIsAX, Ha SKi
BOHU MaJI¥ BILIUB, IPOTSATOM POKY 3 JTHS
MIPUNTMHECHHS BIIIOBITHUX
MOBHOBaXEHb. Taki BaXKJIMBI MUTAHHS
HE MPOHIUIA O MOB3 HAJIEKHY CUCTEMY
KOPIOPATUBHOTO BPSAyBaHHS IIE JI0
MpU3HAYEHHS KaH/IU1aTa.

Hanesxxcna nepedaua noeHoeaxcenv i
nooaka komanoi Hagpmozazy

VYei YJIEHH IpaBIIHHS
noiHpopMyBaJii HAc MPO TOTOBHICTh
3poOUTH CBIM BHECOK Yy 3a0€3MEHECHHS
HaJIeX)KHO1 ~ Mepenadl  MOBHOBAXKEHD,
AKII0 1€  BigOyBaTUMETbCs  3a
NPUIHATHUX YMOB 1XHbOI MpodeciiiHoi
IISJIBHOCTI.

Biamosinno no Bumor CraTyty
Kommanii HarIsIoBa pana
BUKOHYBAaTHME ITOBHOBAKEHHS
MPOTSATOM JIBOX THXKHIB 3 JITaTH HaJaHHS
KommnaHii mUCEMOBOro MOBIIOMIIEHHS.
VY ueit mepioj BOHA BXKHUBAaTUME BCIX
MOKJIMBHX 3a IIOTOYHHX OOCTaBHH
3aX0/I1B 3 METOIO MIITPUMKHU
OITHUMAJIBHOTO Ta ¢(heKTUBHOTO
MEPEeXiIHOTO TEePIoxy I TPaBIIHHS
Kommaumii.

Mu BHCIOBIIIOEMO BH3HAHHS Ta
HEaOusIKy  BIAYHICTh  TPABIIHHIO
Hadtorazy  Ta BCilt KOMaH/Ii
MEHEKMEHTY, SIKa MOCTIHHO Bpaxkaia



impressed us with their competence and
dedication. High appreciation also goes
to Andriy Kobolyev personally, who
has a right to be proud of what has been
achieved under his leadership during the
last seven years.

On the benefits and costs of good and
bad corporate governance

Allow us to finish with a point on
corporate governance. Good corporate
governance does not make much noise:
it allows the company to function, and
the management to perform and to be
given proper credit and proper sanctions
when they are not performing. Bad
corporate governance on the other hand
can be very costly, and very visibly so.
Good corporate governance creates a
number of benefits, allowing a lower
cost of capital, the ability to attract
better management and better board
members, and leads to better strategies
which are implemented with greater
commitment and which will produce
better results. Governance is complex
and grey, so this statement is to be read
as a principle; actual cases can differ,
but the trend is clear. Bad governance is
risky, thus it leads to a higher cost of
capital, lower quality management,
second rate board members, worse
strategies, and lower performance. This
Is the state Naftogaz is threatened with
now.
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Hac piBHEM CBOro mnpodecioHamizmy i
BiaHICTIO  cmpaBi. Mwm  Takox
HaJ[3BUYAWHO BJISTIHI 0COOMCTO AHAPIIO
KoOoieBy, sikuil Mae mpaBo NMUIIATUCS
nocargeHHamu  Kommadii mix  HOTro
KEPIBHUIITBOM 3a OCTaHHI CiIM POKIB.

IIpo nepesacu ma empamu 6i0
HANeHCHO20 ma HEHA1eHCHO20
KOpnopamueHo20 8pA0y6aHHs

JI03BOJIbTE  3aBEPIIMTH  JIUCT
MO3UINIEI0  IOJI0  KOPIOPATUBHOIO
BpsinyBaHHs. Hanexxne kopriopaTuBHE
BpsITyBaHHS HE CTBOPIOE Oararto rajuacy.
Ane 1me TOHM  IHCTPYMEHT, IO
YMOKIJIUBIIIOE GyHKI1OHYBaHHS
KOMITaHii 1 poOOTy MEHEIKMEHTY, siKa
OILIIHIOETHCS BIAIIOBIAHO. 3  1HIIIOIO
00Ky, IiHa HEHAJIC)KHOT'O
KOPIOPAaTHBHOTO BpSITyBaHHS €
3aBHCOKOIO, a OTXKE, M Ty»e MOMITHOIO.
BnpoBamxeHHs HAJIE)KHOTO
KOPIOPATUBHOT'O BPSTyBaHHS CTBOPIOE
psAa TIepeBar, IO J03BOJISE 3HHU3UTH
BapTICTh KaliTally, HaJa€ MOXJIUBOCTI
TUTSL 3UTYy9YeHHS KPAIoro MEHEKMEHTY
W wieHiB HarIoBoi paau. | came 3a

TaKMX YMOB CTBOPIOIOTBCS  Kpari
CTparertii, peaizaris AKUX
B110yBa€ThCS 3 MaKCHMaJILHOIO
BlJIaUCl0 W NPHHOCHTH  Kparii

pe3ynbTaT. BpsiayBaHHS € CKIaIHUM 1

MpO3ailuyHUM  MPOILECOM, TOMY L€
TBEP/DKCHHS  CHiJ  COpUMMaTh  sIK
npuHuun. PeanbHa cuTyamis Moxe
BIAPI3HATUCS  BiJl  KOMMaHii 10

KOMIIaHI11, aje TEHJICHIIS € OYEBHUIHOIO.
HenanexHe BpsyBaHHS HECE PU3HKH,
a OTXKe, NPHU3BOJHWTH JI0 3POCTAHHS
BapTOCTI KarliTaly, 3HM)KEHHS SIKOCTI
VOPABIIHHS, 3aTy4eHHS TOCEepPeIHIX
YJIEHIB HarJIs110BO1 panu,



In practical terms, Naftogaz had an
excellent meeting with international
investors last week which was very well
received. As a result, the expected issue
of a major Eurobonds issue looked
likely to be successful. This was
intended to create reserves to enable
much needed investments in production
capacity and ensure financial stability of
the Company. This issue has now had to
be scrapped. We have already lost
international partners who were going
to bring expertise and skills not
currently present in Ukraine.

The short-term harm, which the
assault on corporate governance has
brought to the Ukraine’s reputation as
being a good place for investors and
partners, is already considerable. The
medium and longer-term costs to the the
people of Ukraine will be large, even if
reversed. Whether intended or not it is a
big win for Russia.

Final Comments

It is with sadness that we have
resigned. We feel that we have helped
Naftogaz, under Andriy Kobolyev’s
leadership and that of the Executive
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HalpalloBaHHSA TIPIIUX CTpaTeril i

3HIKeHHS edekTtuBHOCTI. Came Taka
3arpo3a  Hapa3l  HaBUCIA  HaJ
Hadrorazom.

3 [OpakTU4YHOI  TOYKH 30Dy

MUHYJOTO TwkHSI Hadtoraz mnposis
qyJIOBYy 3YyCTpid 3 MDKHAPOJIHUMH
1HBECTOpaMH, pe3ynbTaTH AKOT
CBIIUMJIM TIPO BHUCOKHU I1HTEpeC 10
Komnanii. Ha  migcraBi  1boro
OUIKYyBaBCs YCHIITHUN BUITYCK
€BpOOOJIrami, 3a paxyHOK SIKOTO
IUTAHYBaJOCsSd  OTPUMATH  PECYpPCH,
HEOOX1AH1 sl 3I1ACHEHHS BKpaii
BAYKJIMBUX 1HBECTHIIIM Y HApPOILYBaHHS
BUJI00YBHOTO MOTEHIIATy Ta
3a0e3nedeHHs (JiHaHCOBOI CTa0LTLHOCTI
Kowmmanii. IIpore Hapasi Bumyck
JIOBEJIOCS cKacyBaTH. MU Bxke BTpaTUITU
MDKHAPOTHUX napTHEPIB, AK1
30UpaHCs TOTYYUTHUCS 0 HAC 31 CBOIM
JOCBIZIOM 1 HaBUYKaMH, SIKI Hapasi
BIJICYTH1 B YKpaiHI.

VY KOpOTKOCTPOKOBIiH MEPCIEeKTUBI
IIKO/Q, SIKOT aTaka Ha KOPIIOpaTHBHE
BpSITyBaHHS 3aBjana penyTaiii
VYkpainu SIK 1HBECTHUIIIHO-
MpUBAOIMBOI KpaiHH, BXKE € 1CTOTHOIO.
[ina, siky criaTuTh Hapoj YKpaiHu y
CepeaHbO- Ta JIOBTOCTPOKOBIH
MEepCHeKTrBl, Oy/ne BHUCOKOIO, HaBITh
AKIIO TNPUUHATI  pilIeHHS OYyIyTh
ckacoBaHi. HesamexxHo BIJ TOro, 4w
OyJu Taki Jii HABMUCHUMU, 11€ — BEJIUKA
nepemora a1s1 Pocii.

3aknrwuHi Komenmapi

Ham mpukpo, 1110 MU CKJIajau Harri
MOBHOBaXXEHHsA. MM BBaXkKaeMo, 10
JIOTIOMOTJIN HadTtorazy I
kepiBHuLITBOM AHApis KoOoneBa Tta



Board, to put in place a world class
senior management team who have been
working hard to create a world class
exploration and production company.
There is also a fast-growing retail arm
and  prospective  leadership  in
renewables and green technology. We
hope that the Company will not throw
away these advances and the
Shareholder will decide to reverse its
decisions. Much rides on this.

Forces were at play for several
months now against good corporate
governance in SOEs. We are most
concerned with the considerable cost of
the Ordinance not just to Naftogaz, but
also to the people of Ukraine. We hope
we are wrong in all this, and if we are
proven wrong, we will rejoice for
Naftogaz and Ukraine. But Board
members must be honest with the
Shareholder, and this has motivated this
letter.

We can only recommend the
Government and the President to
consider ways to quickly repair the
harm to the Company and the country’s
reputation in terms of corporate
governance. This harm risks costing
much more than the 2020 financial
losses Naftogaz had to report as
required by IFRS standards.

14

MpaBliHHA 310paTH KOMaHAY BHIIIOTO
KEepIBHUIITBA CBITOBOIO pIBHS, sIKa
JOKJIaIa€ BCiX 3yCHJIb JIJISI CTBOPCHHS
BU00YBHOI KOMMAaHIi CBITOBOTO PiBHS.
IcHye Takox po3npiOHUI CErMEHT,
AKUN CTPIMKO 3pOCTae, Ta
MEPCIEKTUBHI HANPSIMU Y  Taly3sx
BIJIHOBIIIOBJIbHOI ~ €HEPreTUKH  Ta
“3eseHux”’ TEXHOJIOTIH. Mu
crmogiBaemMoch, 1o KowmmaHit He
MEPEeKPECIUTh 11  JOCATHEHHSA, a
aKilioHEep BUPINIUTH CKacCyBaTH CBOI
pimeHHs. barato 3anexuTh came Bif
[BOTO.

[ToroyruM TmOXISAM TIEpeIyBaIU
KUIbKA  MICALIB, MPOTATOM  SIKUX
JAEMOHCTPYBAJIMCS [1i HaJalITOBAHUX
IOPOTH HAJIEKHOTO BpsAIyBaHHSI B
JIep>)KaBHUX KOMIIaHIsIX TpaBliB. Mu
rIIOOKO CTypOOBaHi 3HAYHUMU
HaciikaMu PosnopskeHHsT He JuIe
mist Hadrorazy, a # mna Hapony
VYkpainu. CnoniBaeMocs, 10 MH
MOMHIJIIEMOCHh Y HAaIllUX BHUCHOBKax. |
SKIIO BUSBUTHCA, IO MH MJIHCHO
noMuisieMocs,  OyaemMo  TIIIMTHCS
3n00ytkamu Hadrorazy ta VYkpainu.
Anle 4JIeHM HAarjisfoBOi pagu MOBUHHI
OyTM YECHUMHU 3 aKI[IOHEpOM, IO W
MOTHBYBAJIO HAaC HaMKCaTH LEeH JIUCT.

Halia  PEeKOMEH/IaIlis
nojsirac B ToMy, 100 Ypsag i
[Ipe3umeHT BUBYMJTU UISIX U
OTIEPaTUBHOIO YCYHEHHSI HACJJIKIB
mkoay, 3amomisHoi  Kowmmanii  Ta
penyramii KpaiHM 3 TOYKH 30Dy
KOPIOPAaTUBHOTO BpsAyBaHHA. ICHYye
pU3MK, IO I[iHA Takoi MKOAW Oyne
Habararo BUIIOW, HIX (iHAHCOBUH
3outok 3a 2020 pik, skuit Hadroras

€nuna



Should the Government be
interested in doing so, it will find the
Supervisory Board open for discussions
that might aim to obtain such outcome.
The Ordinance was particularly painful
to us given that we had appreciated the
improvement in our relations with the
Government and with the Prime
Minister in particular, which we wish to
thank the Government and the Prime
Minister for.

Most respectfully
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MYCHUB BIJIOOpa3UTH uepe3 HaJeKHe
3acTtocyBaHHsa BuMor MC®3.

HarnsmoBa pama Bigkputa i
00roBOpeHb 3 METOI JIOCSATHEHHS
TaKoro pe3yyibTaTy, SAKI0 Ypia y
IIbOMY 3aIlikaBieHUd. Mu 0coOIHnBO
OoJlicHO crhpuitHsaIu Po3nopskeHHs
gyepes Te, 1110 MU I[IHYBJIH MOJITIIIESHHS
HaIIoi B3aeMOJIii 3 YpsaoM, 30KkpeMa 3
[Ipem’ep-MiHICTPOM, 1 IHUPO XOYEMO 32
1e TIOJIIKyBaTH.

3 11oBaror

Un. S seda.

Clare Spottisvslfoode / Knep CnorricBya
Chair of the Supervisory Board / ['onioBa HarisimoBoi paau

(fosemenr

L

Bruno Lescoeur / bpyno Jleckya
Independent member of the Supervisory Board /
He3zanexuui 4iieH Hariasaa0Bo1 paau

i

Ludo Van der Heyden / Jiono Ban nep XeuaeH
Independent member of the Supervisory Board /
He3zanexuuii 4iieH Hariasa10BO1 paau
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