

























































































































































































































































































Contributions accumulated in such a fund would be invested and paid out together with the investment
income to the employees upon retirement, in addition to pensions paid out of the Pension Fund.

In addition, this system allows for differentiation among pension amounts in an attempt to improve pension
provision for citizens, such differentiation being based on the duration of the employment period, during
which the person was making contributions to the Pension Fund, and the amount of the previous wages
(income). Citizens who already receive a pension are entitled to its recalculation pursuant to the provisions
of the law enacted in January 2004. On average, the recalculation has resulted in pension increases by more
than six times to date as compared to 2004. Periods of labour prior to the enactment of the law are credited
towards seniority in determining the pension amounts to be paid under the laws enacted in January 2004.
Since 1 January 2004, approximately 12.5 million pensioners have had their pensions recalculated based on
the principles of pension payment established in 2004. Although the introduction of pension reform has
resulted in the increase of the ratio of average pension to average wages from 20 per cent. to 48 per cent., a
sufficient level of pension provision will only be attainable through the efficient operation of the pension
insurance system at all levels.

As at 31 December 2010, the State Commission on the Regulation of Financial Services Markets had
information on 101 non-state pension funds. As at 31 December 2008 and 31 December 2009, non state
pension funds held total assets of UAH 612.2 million and UAH 857.9 million, respectively, and had
approximately 483,000 and 497,000 individual participants, respectively. As at 30 September 2010, non state
pension funds held total assets of UAH 1,057.3 million and had approximately 484,300 individual
participants.

Unemployment Benefits

Mandatory unemployment insurance was introduced on 1 January 2001 and until the end of 2010 was funded
through a 1.6 per cent. payroll tax paid by the employer to the Unemployment Fund and a 0.6 per cent. tax
paid by the employee. From 1 January 2011 the payroll tax was replaced by a single social contribution. Self-
employed individuals and individual entrepreneurs, as well as those workers employed outside the Ukraine
may participate in the unemployment insurance scheme on a voluntary basis. Both insured and uninsured
persons are entitled to benefits and social services, provided that they are registered as unemployed with the
State Employment Service. Benefits are currently payable out of the Unemployment Fund. Insured
unemployed persons’ benefits depend on their past wages, insurance period and the reasons for dismissal
from the last workplace. Uninsured persons have the right to unemployment benefits in the minimum
amount.

During 2009 and through 31 May 2010, the minimum unemployment benefit was UAH 360 for uninsured
unemployed persons and for insured long-term unemployed persons. During this period, for insured
unemployed persons the minimum unemployment benefit was UAH 500. During the second half of 2010 the
unemployment benefits were increased in several stages: the minimum unemployment benefit for uninsured
unemployed persons and for insured long term unemployed persons was gradually increased up to UAH 500
from 1 December 2010 and the minimum unemployment benefit for insured unemployed persons was
gradually increased up to UAH 700 from 1 December 2010.

Starting from 1 January 2011, the minimum unemployment benefit for uninsured unemployed persons and
for insured long term unemployed persons is UAH 510 and the minimum unemployment benefit for insured
unemployed persons is UAH 714. In 2011, the minimum unemployment benefit for uninsured unemployed
persons and for insured long term unemployed persons will be increased to UAH 520, UAH 534, and UAH
544 from 1 April, 1 October and 1 December 2011, respectively. The minimum unemployment benefit for
insured unemployed persons will be increased to UAH 729, UAH 748 and UAH 762 from 1 April, 1 October
and 1 December, respectively.

In December 2010, the amount of unemployment benefit was, in average for each unemployed person, UAH
780.1 per month, an increase of 19.0 per cent. as compared to December 2009.

In accordance with Ukrainian employment laws, any unemployed person who worked for at least 26 weeks
within the 12 months preceding unemployment is entitled to benefits, depending on such person’s past
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employment period. In particular, one is entitled to benefits equivalent to 70 per cent. of one’s average
monthly salary if the employment period was more than ten years, 60 per cent. if it was between six and 10
years, 55 per cent. if it was between two and six years and 50 per cent. if it was less than two years. An
unemployed person is entitled to 100 per cent. of such benefits for the first 90 calendar days, 80 per cent. for
the subsequent 90 calendar days and 70 per cent. for the following months. The amount of unemployment
benefit is capped at the level of the average monthly salary in a relevant region for the previous month.

The major categories of social services rendered to the unemployed include professional training or re
training, assistance in finding employment, including through subsidies to the employers for creation of
additional workplaces and financing of public works, as well as informational and consulting services related
to employment.

Social Insurance and Benefits

In addition to pensions and unemployment benefits, social insurance consists of public support for persons
who are temporarily incapable of working or have suffered labour related injury or illness, as well as
pregnancy, childbirth and child care benefits. Furthermore, social benefits include subsidies to low income
families, cash subsidies for the purchase of fuel and gas, subsidies for the payment of housing and communal
services, as well as assistance for funeral and health improvement (rehabilitation).

In 2009, the average monthly insurance payment to employees injured at work as a result of accidents and
professional illnesses was UAH 782.0, an increase of 4.5 per cent. as compared to 2008. In the six months
ended 30 June 2010, the average monthly insurance payment to employees injured at work as a result of
accidents and professional illnesses was UAH 841.7, an increase of 5.0 per cent. as compared to the same
period in 2009. From 1 March 2008 and 1 March 2009, the amount of monthly insurance payments to
employees injured at work as a result of accidents and professional illnesses was increased by 12.5 per cent.
and 6.3 per cent., respectively; and from 1 March 2010 this amount was increased by 1.0 per cent.

Since 2007, childbirth benefits and child care benefits to insured persons are funded out of the State Budget
rather than out of the Temporary Disability Social Insurance Fund. In 2008, 2009 and 2010, the childbirth
benefit was UAH 12,240 for the first child in a family, UAH 25,000 for a second child and UAH 50,000 for
each additional child. In 2011, the level of childbirth benefit is equivalent to 22 times the monthly subsistence
level for a child up to six years old, for the first child (UAH 17,952 as of 1 January 2011 to be gradually
increased to UAH 19,140 as of 1 December 2011), to 45 times the monthly subsistence level for a child up
to six years old for a second child (UAH 36,720 as of 1 January 2011 to be gradually increased to UAH
39,150 as of 1 December 2011), and to 90 times the monthly subsistence level for a child up to six years old
for each additional child (UAH 73,440 as of 1 January 2011 to be gradually increased to UAH 78,300 as of
1 December 2011). A portion of these benefits is payable at birth, with the remainder payable in instalments
over the period ranging from 12 to 36 months thereafter.

The aggregate amount of childbirth benefits was UAH 8,444.8 million and UAH 10,173.2 million in 2009
and 2010, respectively. The total amount of childbirth benefit budgeted in the State Budget for 2011 is UAH
12,841.5 million. Child-care benefits are available until a child is three years old. Certain additional benefits
are available to children under guardianship and to single mothers. the minimum child care benefit is
currently UAH 130.0 per month. In 2009 and 2010, the average amount of monthly child care benefit was
UAH 170.9 and UAH 306.3, respectively. At each of 1 January 2010 and 1 January 2011, approximately 1.3
million persons were recipients of such benefits. The aggregate amount of these benefits was approximately
UAH 2,506.2 million and UAH 4,645.1 million in 2009 and 2010, respectively.

In 2009 and 2010, the average amount of monthly subsidies to low income families was UAH 551.5 and
UAH 882.2, respectively. As of 1 January 2010 and 1 January 2011, approximately 89.1 thousand and 70.2
thousand families, respectively, were recipients of such subsidies, which totalled approximately UAH 705.4
million and UAH 808.5 million in 2009 and 2010, respectively.

In 2009 and the eleven months ended 30 November 2010, the average amount of cash subsidy for the
purchase of fuel and gas was UAH 372.3 and UAH 381.8, respectively. In 2009 and in the eleven months
ended 30 November 2010, 256,000 and 225,000 families, respectively, received these subsidies. In 2009 and
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in the eleven months ended 30 November 2010, the average amounts of subsidy for the payment of housing
and communal services were UAH 95.0 and UAH 94.9, respectively. As at 1 January 2010 and 1 January
2011, 869,000 and 1,064,000 families, respectively, received these subsidies.

As at 1 January 2011, social benefit arrears for subsidies to families with children and low income subsidies
had been completely eliminated. As at 1 January 2011, total arrears for cash subsidies for the purchase of
fuel and gas amounted to UAH 15.1 million.
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EXTERNAL SECTOR

Balance of Payments

Ukraine had a current account surplus from 1999 until 2005, followed by current account deficits of U.S.$1.6
billion in 2006 and U.S$5.3 billion in 2007. In 2008, the current account deficit increased to U.S.$12.8
billion or 7.0 per cent. of GDP, mainly due to the increase of the external goods trade deficit to U.S.$16.1
billion and the increase of the revenue deficit to U.S.$1.5 billion. Notwithstanding the consequences of the
global financial downturn, which significantly affected Ukraine’s economy in the fourth quarter of 2008, the
positive economic dynamics of the first three quarters resulted in high rates of growth of almost all current
account items for the full year 2008.

In 2009, reductions in external demand and world market prices due to the global financial and economic
downturn resulted in a significant decrease of revenues from the exports of goods and services by 36.6 per
cent. At the same time, reduction in domestic demand, lack of external financing as well as a significant
devaluation of hryvnia in late 2008 resulted in a 43.7 per cent. decline in imports. Consequently, in 2009, the
current account deficit significantly decreased to U.S.$1.7 billion (or 1.5 per cent. of GDP) as compared to
U.S.$12.8 billion (or 7.0 per cent. of GDP) in 2008.

In 2008, the capital and financial account surplus amounted to U.S.$9.7 billion, a decrease of 35.0 per cent.
as compared to U.S.$14.7 billion recorded in 2007. The reduction in the financial account surplus resulted
from a capital outflow of U.S.$5.8 billion during the fourth quarter of 2008. This was the first time such a
capital outflow occurred since early 2006 and was caused by the global financial downturn. The net capital
outflow resulted from the decrease in the long term funding inflow recorded concurrently with high rates of
short term loan and foreign currency physical cash outflow from the banking system.

In 2009, the capital and financial account deficit amounted to U.S.$12.0 billion as compared to the financial
account surplus of U.S.$9.7 billion in 2008. The financial account deficit in 2009 was largely due to limited
global liquidity, instability of global and domestic capital markets and significant volumes of debt that had
been accumulated by the private sector during previous years and matured in 2009. In particular, the financial
account balance was affected by net repayment in 2009 of U.S.$9.1 billion of external debt accumulated by
private and public sectors before the global financial downturn as well as by a significant decrease in inflows
of foreign direct investments in 2009.

According to data published by the NBU in 2010, the current account deficit was U.S.$2.6 billion (or, in
estimation of the NBU, 1.9 per cent. of the estimated GDP). The current account deficit in 2010 was largely
due to the increase of the goods trade deficit especially during the second half of 2010 as a result of reviving
internal demand leading to a 35.4 per cent. increase in goods imports as compared to a 29.0 per cent. increase
in goods exports in 2010. In 2010, the goods trade deficit made U.S.$8.4 billion (compared to U.S.$4.3
billion in 2009). Concurrently, the surplus of trade in services increased significantly in 2010 to U.S.$4.7
billion (as compared to U.S.$2.4 billion for 2009) largely due to an increase in natural gas transit charges.

In 2010, Ukraine had a capital and financial account surplus of U.S.$7.7 billion (as compared to a U.S.$12.0
billion deficit in 2009). The capital and financial account surplus was largely attributable to the renewal of
state and private borrowings, the reduction in net repayments by the private sector under the external
borrowings, the Government’s borrowings under the U.S.$2.0 billion facility entered into in June 2010 and
2010 and external bonds, as well as a general inflow of foreign direct investment.

The NBU expects the overall balance of payments to be close to zero in 2011 due to further increase of
current account deficit against the moderate growth of capital inflows to the financial account.

In particular, the current account deficit is expected to increase in 2011 to U.S.$3.9 billion due to further
revival of internal investment and consumer demand.

The financial account surplus (forecasted to be U.S.$3.8 billion) in 2011 is expected to be formed due to
direct foreign investment (U.S.$6.5 billion) and net real sector borrowings (U.S.$2.0 billion), while banking
sector borrowings are expected to be directed to repay previously drawn facilities. Cash outflows from banks
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are expected to experience a slower growth (U.S.$5.2 billion in 2011 as compared to U.S.$7.3 billion in
2010).

The following table sets out Ukraine’s balance of payments for the periods shown:

Year ended 31 December

2007 2008 2009 2010

(in U.S.$ millions)

Current account.................cccoceevveeeiieeeeiee e, (5,272) (12,763) (1,732) (2,558)
Goods and services (balance) .........ccoceeeeevieeeerneeenns (8,152) (14,350) (1,953) (3,688)
Export of goods and Services ..........cccceeeeereenenne 64,001 85,612 54,253 68,982
Import of goods and Services .........cccceeevveennenne. (72,153) (99,962) (56,2006) (72,670)
Goods (balance) ......cccceeeeeeiiiiiiieeeiiiieeeeeees (10,572) (16,091) 4,307) (8,397)
Services (balance) ...........coeevvveeeeeeeiiiiiiieeeeeenns 2,420 1,741 2,345 4,709
Income (balance).........ccoeeeeeveeeeciieeeeiiee e (659) (1,540) (2,440) (1,942)
Current transfers (balance) .........cccccoeveeeeiveeecneeens 3,539@ 3,127 2,661 3,072
Capital and financial account ..................c..cccoeennen. 14,693 9,700 (11,994) 7,654
Capital aCCOUNt ....oocueiiiiiiiiiiiiieceeceeeee e 3 5 595 185
Direct investment (balance)............cocevveeeeeeeiinveeeeeennnns 9,218 9,903 4,654 5,684
Portfolio investment (stock capital) ......cc.cccecceeeveenen. 715 398 (99) 233
Loans and bonds ............oooeeeiiuiiieiieeiiieeeeeeeeeeeee e 23,077 12,412 (9,137) 6,741
Medium and long term 10ans .........ccceveerienieneennne. 18,210 13,443 (4,663) 3,789
Short term LOANS ....cceeeeeeeeeeeeeeeeeeeeeeeeeeee e 4,867 (1,031) 4,474) 2,952
Other capital .......coooeeiiiiiiiiiicee e (18,320) (13,018) (8,205) (5,189)
including foreign currency cash outside banks........ (13,518) (12,897) (9,713) (7,346)
Overall balance ...............ccccooeveeiiiiiiiiieeeeeec e 9,421 (3,063) (13,726) 5,096
FINanCing ......cccoeviiieiiieii et (9,421) 3,063 13,726 5,777
RESEIVES ASSEISP e (8,980) (1,080) 5,654 (7,675
Loans from IMF (net) ........cocovveevivieeeiieeieiieeceieeeens (441) 4,143 1,228 873%
IMF loan to Government of Ukraine ...................... - - 4,798 1,025
SDR e - - 2,046 -
Notes:
(@) According to preliminary estimates of the NBU for 2010.
2) Includes payments from Germany and Austria as compensation for World War II victims in the aggregate amount of U.S.$5 million
in 2007.
3) Numbers in brackets represent an increase in the reserves.
4) As at 30 November 2010.
Source: NBU

International Trade

Prior to independence, Ukraine’s commerce was centrally controlled from Moscow, and the integrated trade
system of the USSR meant that the majority of Ukraine’s cross border trade was with other Soviet republics.
Figures are difficult to obtain, but by 1989 Ukraine tended to import energy and raw materials while
exporting machinery, metals and chemicals. At that time approximately 80 per cent. of both imports and
exports are estimated to have been with non Ukrainian Soviet markets.

Following independence, the large increases in the price of Ukraine’s energy imports were offset by
decreases in import volumes, with the result that nominal import flows remained broadly the same. The price
of energy, in particular of oil (delivered by Russia) and of gas (delivered by Russia and, in certain periods,
Turkmenistan), increased from intra Soviet to world market levels. The immediate impact on the economy
was less severe than it might have been because part of the price was credited to Ukraine by its suppliers,
especially Russia’s Gazprom.
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During the period from 1992 through 2009, Ukrainian exports of goods and services increased from 24.0 per
cent. to 34.3 per cent. of GDP, and imports increased from 22.0 per cent. to 38.5 per cent. of GDP. The
increasing proportion of exports and imports between 1992 and 2009 as a percentage of GDP reflects, among
other factors, the gradual integration of Ukraine into the world economy.

In 2007, goods and services export volumes increased by 27.4 per cent., while goods and services import
volumes increased by 35.4 per cent., each as compared to 2006. In 2007, the external trade turnover
increased by 31.5 per cent. as compared to 2006 and was U.S.$136.2 billion and the external trade deficit
was U.S.$8.2 billion (as compared to U.S.$3.1 billion deficit in 2006). As a percentage of GDP, in 2007,
Ukrainian exports of goods and services decreased to 45.3 per cent. of GDP and imports increased to 50.6
per cent. of GDP. The growth of goods export volumes in 2007 was primarily attributable to stable demand
and favourable price conditions in external markets for metal, chemical products and certain agricultural
products as well as to growth in demand for machinery products. The growth of goods imports volumes in
2007 was largely attributable to intensification of investment demand, the growth of real household incomes
and consumer lending and sharp increases in energy prices.

In 2008, goods and services import volumes grew by 38.5 per cent. as compared to the 33.8 per cent. growth
of goods and services export volumes. As a result, the external trade deficit increased to U.S.$14.4 billion in
2008 compared to U.S.$8.2 billion in 2007, with the main increase in the deficit occurring in the first half of
2008 and being largely attributable to increased household income, stimulated by significant social
expenditures made by the Government, dynamic development of consumer lending and the strengthening of
the hryvnia exchange rate against the U.S. dollar in this period. High prices for traditional export products,
such as ferrous metallurgical products, positively affected the external trade balance in the middle of 2008
and as a result, despite the economic downturn at the end of 2008, goods export volumes grew by 35.9 per
cent. in that year as compared to 2007 and amounted to U.S.$67.7 billion, or 37.6 per cent. of GDP in 2008.
This was also aided by growth in exports of agricultural products and machinery products in particular. In
addition, volumes of imported goods increased by 38.7 per cent. to U.S.$83.8 billion (46.6 per cent. of GDP).
This growth was primarily attributable to an increase in domestic demand, as well as increased world prices
for energy, raw materials and other materials recorded in the first half of 2008.

In 2009, volumes of exported goods and services were U.S.$54.3 billion (or 46.2 per cent. of GDP), a
decrease of 36.6 per cent., or U.S.$31.4 billion, compared to 2008. Volumes of imported goods and services
in 2009 were U.S.$56.2 billion (or 47.9 per cent. of GDP), a decrease by 43.8 per cent. (or U.S.$43.8 billion)
as compared to 2008. As a result, the external trade deficit decreased to U.S.$2.0 billion in 2009 compared
to U.S.$14.4 billion in 2008.

In 2009, the goods trade deficit decreased to U.S.$4.3 billion (U.S.$16.1 billion in 2008). While the rate of
recovery for exports of goods (due to a gradual renewal of external demand and a stabilisation of prices for
Ukrainian exports) was faster than that for the imports of goods, the balance of trade in goods remained
negative in 2009 largely due to the significant increase of prices for imported gas. Exports of goods, which
were in aggregate 40.7 per cent. lower in 2009 than in 2008, kept increasing in 2009. This improvement was
due to a gradual renewal of external demand and the stabilisation of the prices of Ukrainian exports after
their sharp decline in the last quarter of 2008 and first quarter of 2009. In 2009, the largest declines were
recorded in exports of metal products (by 53.6 per cent.), chemical industry products (by 48.6 per cent.) and
mineral products (by 44.6 per cent.). In 2009, the aggregate volume of imported goods amounted to
U.S.$45.4 billion, a decrease by 46.9 per cent. as compared to 2008. A sharp decline in imports was recorded
in the first quarter of 2009. Starting in the second quarter of 2009, imports increased by an average of 14.3
per cent. per quarter due to a gradual recovery of Ukrainian economy and a relative stabilisation of the
hryvnia exchange rate. In 2009, the largest decreases in value of imports were recorded for machinery and
metallurgical products at 66.0 per cent. and 58.1 per cent., respectively. Imports of mineral products
decreased by 35.5 per cent. largely due to reductions in value volumes of oil and oil refinery products.
Imports of chemical products and agricultural products decreased by 30.0 per cent. and 23.6 per cent.,
respectively.

For 2010, volumes of exported goods and services amounted to U.S.$69.0 billion, an increase of 27.1 per
cent. (or U.S.$14.7 billion) compared to 2009. In particular, the export of goods increased to U.S.$52.1
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billion due to GDP growth in Ukraine’s major trade partners, an increase in physical export volumes and
export prices due to a gradual recovery of the global economy. Increases in the value of exports of metals by
35.2 per cent., machinery by 33.6 per cent. and mineral products by 78.9 per cent. were the main contributors
to the total goods exports volume growth in 2010.

In addition, for 2010, volumes of imported goods and services amounted to U.S.$72.7 billion, an increase of
29.3 per cent. (or U.S.$16.5 billion) as compared to 2009. In particular the import of goods increased to
U.S.$60.5 billion as a result of gradual recovery of the Ukrainian economy and further increases in prices
for imported natural gas and oil. For 2010, the value of imports of chemical industry products, machinery
and metals increased by 27.2 per cent., 39.9 per cent., and 54.2 per cent., respectively as compared to 2009.

In 2010, the goods trade deficit increased to U.S.$8.4 billion (as compared to U.S.$4.3 billion in 2009) and
the services trade surplus increased to U.S.$4.7 billion (as compared to U.S.$2.4 billion in 2009) largely due
to an increase of natural gas transit charges.

The NBU expects the growth in both exports and imports to be slower in 2011 as a result of the deceleration
of growth of the global economy and the strengthening of the hryvnia. The volume of exports is expected to
rise by 8.6 per cent. while the volume of imports is expected to grow by 7.2 per cent.

Trade Agreements

An open trade regime is being codified in a number of trade agreements. Ukraine applied to join the WTO
in 1993. Within the framework of the WTO accession process, between 2005 and 2007, 49 laws were enacted
(including, for example, laws relating to customs and excise, standards and compliance assessment, foreign
currency settlements, insurance, intellectual property protection and the taxation of agricultural producers)
with the intention of significantly reducing or eliminating the differentiation among rates of import duties on
agricultural, industrial and consumer goods. On 5 February 2008, Ukraine’s accession package was
considered and approved by the WTO General Council and on the same day the President of Ukraine and
the Director General of the WTO signed the Protocol of Ukraine’s Accession to the WTO. The law of
Ukraine ratifying the Protocol was passed by Parliament on 10 April 2008 and signed by the President on 16
April 2008. On 16 May 2008, upon completion of internal WTO procedures, Ukraine became the 152nd
member state of the World Trade Organisation. WTO membership is expected to provide better access for
Ukraine’s exports to western and other markets.

On 1 February 1996, an Interim Trade Agreement with the EU was signed. The Partnership and Co-operation
Agreement, which was signed with the EU in 1994, came into force in 1998 and remains in place to date. In
previous years, Ukraine and the EU entered into agreements relating to trade in steel products and trade in
textile products providing for special quotas, licensing and other restrictions, which automatically terminated
upon Ukraine’s accession to the WTO. Upon the cancellation of the quotas, Ukraine became subject to the
EU import surveillance system for steel products, which remained in effect until 31 December 2009.

Anti-Dumping Measures

As at 2 February 2011, various countries are conducting a total of three anti-dumping investigations and
seven special investigations against Ukrainian products. The investigations were primarily conducted in
relation to tin cans, confectionary, mechanical fixtures and absorbent carbon. Out of the total of ten
investigations conducted against Ukrainian goods worldwide, Russia is conducting four investigations,
Moldova, Indonesia and India are conducting one each, while Kazakhstan is conducting three investigations.
As at 2 February 2011, as a result of previous investigations, there are 28 anti-dumping restrictive measures
and one special restrictive measure applied worldwide against Ukrainian products (mainly chemical and
metallurgical products), including, among others, seven anti-dumping measures imposed by the United
States, six anti-dumping measures imposed by the EU and four anti-dumping measures imposed by Mexico.
In addition, as at 2 February 2011, eight reviews of previously imposed anti-dumping measures are in
progress, including reviews by the Russian Federation, Turkey, EU, Mexico, Peru and Argentina.

As of 2 February 2011, out of the above three anti-dumping investigations and seven special investigations,
one anti-dumping investigation (relating to Ukrainian steel rollers) and three special investigations (relating
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to Ukrainian mechanical fixtures, hard boiling confectionery and absorbent carbon) were underway in
Russia. As of that date, Russia has been applying restrictive measures in relation to exports from Ukraine as
a result of three anti-dumping investigations (on small and medium diameter pipes, ferromagnesian
polyamide technical fibre and mechanical fixtures) and one special investigation (non corrosive pipes). In
addition, at the beginning of 2006, Russia banned imports of meat and milk products from Ukraine due to
alleged non compliance with Russian sanitary standards. Russia lifted this ban with effect from 1 July 2010.
However, only Ukrainian companies that have been certified by the relevant Russian authorities may export
meat and dairy products to Russia.

As at 2 February 2011, Ukraine is conducting four investigations, including two anti-dumping investigations
against pneumatic tyres imported from Belarus and methanol imported from Russia; and two special
investigations against refrigerating equipment and crude petrol processing products imported from any
country. As at 2 February 2011, as a result of previous investigations, Ukraine was applying 20 restrictive
measures against imports of various products (including 18 anti-dumping measures and 2 special anti-
dumping measures).

Tariffs

Tariffs in Ukraine are imposed based on both value and quantity. Ukraine adopted a revised law on tariffs on
5 April 2001, which provides that any changes to import duties or introductions of new import duties may
only be enacted by Parliament. On 1 January 2004, a new Customs Code relating to customs procedures in
the areas of air, rail and sea transportation came into effect. The Government aims, in the long run, to
harmonise its tariffs with those of the EU countries.

In recent years, the customs and tariff policy of Ukraine has been pursued in light of the negotiation process
on Ukraine’s accession to the WTO. As a result of these negotiations, the Consolidated Tariff Offer set the
aggregate level of tariff protection at 6.28 per cent. (the final binding level agreed in connection with
accession to the WTO), while the current level of tariff protection in Ukraine amounts to 5.36 per cent.

Parliament enacted a number of laws providing for improvement of intellectual property protection during
goods transfer over Ukraine’s customs border and changes in the laws governing foreign economic activities
including setting forth a list of goods, exports and imports of which could be prohibited, and a list of
measures which Ukraine may undertake in response to discriminatory or non amicable actions of other
states, customs or economic unions against Ukraine. Such laws also provide for the establishment of a tariff
quota on imports of raw cane sugar, reduction of the export duties on live cattle, leather and ferrous, alloy
and non ferrous metal scrap and semi finished products thereof. The majority of these laws became effective
upon Ukraine’s accession to the WTO. Thus, Ukraine’s accession to the WTO has resulted in a reduction of
tariff rates. However, to offset adverse consequences of this reduction, transition periods have been
established for certain sensitive products, including fish and alcoholic beverages. It is expected by the
Government that by 2013 Ukraine will complete the process of bringing its tariff rates in line with the WTO
requirements.

Composition of Trade

Since its independence, Ukraine’s trade has been gradually re oriented towards raw materials. This
reorientation reflects in part the quality and quantity of Ukraine’s natural resources, which include large
reserves of coal, high grade iron ore, manganese, titanium and magnesium. These resources have formed the
basis for the growth of heavy industry since the late nineteenth century.

In 2007, 2008, 2009 and the eleven months ended 30 November 2010, ferrous and non ferrous metals and
their products accounted for approximately 42.1 per cent., 41.2 per cent., 32.3 per cent. and 34.2 per cent.,
respectively, of export value, and the combined trade surplus on these items was U.S.$16.0 billion, U.S.$21.2
billion, U.S.$10.1 billion and U.S.$12.1 billion, respectively. Chemicals accounted for a further 10.2 per
cent., 9.0 per cent., 7.7 per cent. and 8.0 per cent. of exports in 2007, 2008, 2009 and the eleven months
ended 30 November 2010, respectively. In 2007 and 2008, an increase in the export value of ferrous and
nonferrous metals, as well as of chemical products, was due to an