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FINAL AWARD

This is an arbitration pursuant to Article 26 of the Energy Charter Treaty
(hereafter «ECT») and the Rules of the Arbitration Institute of the Stockholm
Chamber of Commerce adopted in 1999 and in force as at the commencement of
the arbitration (hereafter «SCC Rulesy),

I. PARTIES

§1.- The Claimant is: Limited Liability Company AMTO a corporation
pursuant to the laws of Latvia, with its registered office at Terezes 1, Riga, LV-
1012 Latvia (hereafter «AMTO» or the «Claimanty).

The Claimant is represented in this arbitration by Advokat Sverre B. Svahnstrom
and Ms. Irina Tkatsenko, Advokatfirman Svahnstrom, Taby Centrum, Ing. S, SE-
183 34 Taby, Sweden (Tel: +46 8 15 80 00; Fax: +46 8 54 47 42 55; E-mail:
sbs@svahnstrom.se and irina.tkatsenko@svahnstrom.se), and Prof. Kaj Hober
and Mr. Fredrik Andersson of Mannheimer Swartling, Norrmalmstorg 4, Box
1711, SE-111 87 Stockholm (Tel: +46 8 505 765 00; Fax: +46 8 505 765 01; E-
mail: kho@msa.se and fra@msa.se).

The Respondent is: UKRAINE (hereafter « Ukraine» or the «Respondenty), c/o
The Ministry of Justice of Ukraine, with offices at 13 Horodetskogo street, Kiev
01001, Ukraine (Tel/Fax: +380 44 278 37 23).

The Respondent is represented in this arbitration by Grischenko & Partners (Dr.
Sergiy Voitovich, Messrs Dmitri Grischenko and Dmitry Shemelin), 37-41
Artema Street, 04053, Kiev, Ukraine (Tel: +38 (044) 490 37 07; Fax: + 38 (044)
490 37 09; E-mail: sav@gp.ua) and Proxen & Partners (Messrs Andriy Alexeyev
and Oleg Shevchuk), Apartment 6, 31 Floor, Shota Rustaveli Street 20, Kiev,
01033, Ukraine (Tel: + 38 (044) 495 2220; Fax: + 38 (044) 289 1546; E-mail:
a.alexeyev(@proxen.kiev.ua.

§2.- The Claimant and the Respondent are collectively referred to as the
«Parties».

1. COMMENCEMENT OF THE ARBITRATION

§3.- The Request for Arbitration dated October 31, 2005 of AMTO and
AOZT Elektroyuzhmontazh-10 (a closed joint stock company registered in
Ukraine) (hereafter «k EYUM-10») was received by the Arbitration Institute of the
Stockholm Chamber of Commerce (hereafter «SCC Institute») on November 24,
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2005. In the Request for Arbitration AMTO and EYUM-10 appointed as an

arbitrator in this case Mr. Per Runeland, SJ Berwin LLP, 10 Queen Street Place,
London EC4R 1BE, United Kingdom.

The Respondent submitted its Reply to the Request for Arbitration to the SCC
Institute on February 17, 2006. The Respondent submitted for the reasons set out
in this document that the Request for Arbitration be dismissed for manifest lack
of jurisdiction of the SCC Institute pursuant to Article 7 of the SCC Rules.

§4.- After receiving the Claimant's comments the SCC Institute decided on
March 9, 2006 that: (i) it was not clear that the SCC Institute lacks jurisdiction
over the dispute regarding AMTO; and (ii) it was clear that the SCC Institute
lacked jurisdiction over the dispute regarding EYUM-10, and so the claims
raised by EYUM-10 were dismissed. The SCC Institute also directed the
Respondent to appoint an arbitrator.

By letter dated March 21, 2006 the Respondent appointed as arbitrator Mr.
Christer Soderlund, Advokatfirman Vinge, Smalandsgatan 20, P.O. Box 1703,
SE-11187 Stockholm, Sweden.

By letter dated March 22, 2006 and pursuant to Article 13 of the SCC Rules, the
SCC Institute advised the Parties of its decisions (i) to appoint Mr. Bernardo M.
Cremades, B. Cremades y Asociados, Goya 18, 2°, 28001, Madrid, Spain, as
Chairman of the Arbitral Tribunal; (ii) to fix the place of arbitration as
Stockholm; and (iii) to fix the advance on costs (since revised).

§5.- The advance on costs was paid and the case was referred to the Arbitral
Tribunal pursuant to Article 15 of the SCC Rules on April 7, 2006.

III. PROCEDURAL HISTORY

§6.- On April 21, 2006 and after consultation with the Parties, the Arbitral
Tribunal issued Procedural Order Ne 1 setting a preliminary timetable for the
arbitration and addressing certain procedural matters. The timetables established
in this and subsequent procedural orders were amended on various occasions at
the request of or after consultation with the Parties.

§7.- On June 2, 2006 the Claimant submitted its Statement of Claim,
supported by various exhibits.
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On July 13, 2006 the Respondent submitted its Statement of Defence, including
its objections to jurisdiction and admissibility, supported by numerous exhibits.
The Statement of Defence also included a counterclaim for non-material injury
subsequently quantified at the request of the Arbitral Tribunal.

On October 16, 2006 the Claimant submitted its Reply to the Respondent's
Statement of Defence, supported by various exhibits.

§8.- By letter dated November 10, 2006 the Respondent requested that the
Arbitral Tribunal rule on the admissibility of the Claimant's Exhibits C-12 and C-
13 (respectively the commission agreement and registration certificates relating
to the Claimant's shareholding in EYUM-10) and Exhibits C-58 and C-59
(witness statements of Messrs Timofeyev and Kuznetsov). The Arbitral Tribunal
denied the Respondent's requests to declare these exhibits inadmissible in its
letters of November 16 and December 7, 2006.

On January 18, 2007 the Respondent submitted its Rejoinder in this arbitration,
supported by various exhibits.

§9.- The Arbitral Tribunal and the Parties had an intensive exchange of
communications relating to the further procedural steps in the arbitration
(including whether or not to bifurcate the proceedings for preliminary
consideration of jurisdictional issues), the presentation of evidence, the conduct
of the hearing, and the timetable for the remainder of the arbitration. The
Claimant specifically requested an oral hearing and both Parties made extensive
submissions regarding the issues raised, including the procedure for an oral
hearing.

On March 7, 2007 the Arbitral Tribunal issued Procedural Order Ne 2. Paragraph
1 of Procedural Order Ne 2 provided for a single further exchange of submissions
and evidence by the Parties. Paragraphs 2 and 3 provided as follows (emphasis
original):

«

2. The Pre-hearing briefs shall be accompanied by any further written evidence
(including witness statements and expert reports) in relation to all issues in this
arbitration (including jurisdiction, liability and damages) that the Parties wish

to submit in support of their cases, as well as any further relevant legal
submissions,

3. The Pre-hearing briefs are the final opportunity of the Parties to present
written _submissions, witness _statements, expert reports or documentary
evidence to the Arbitral Tribunal prior to the hearing. Further, the Parties
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shall not present any witnesses or experts for oral evidence at the hearing
except in respect of matters included in their written statements.»

Paragraph 4 provided for a single hearing on all issues of up to five days
duration, that the Tribunal proposed to begin on June 25, 2007; paragraph 5 dealt
with the availability of witnesses and counsel on the proposed hearing date and

the language(s) of the witnesses; and paragraph 6 provided for the hearing
procedure.

§10.- There were further applications by the Parties for extensions of time
for the submission of the Pre-hearing briefs, resulting in the postponement of the
hearing, so as to begin on October 3, 2007.

On April 27, 2007 the Claimant submitted its Pre-hearing brief (entitled
'Surrejoinder’) together with various exhibits and witness statements.

On May 7, 2007 the Arbitral Tribunal ruled on a request by the Claimant for the
production of documents, requiring the production of certain documents.

On June 18, 2007 the Respondent submitted its Pre-hearing brief, with various
exhibits attached.

On May 9, 2009 the Arbitral Tribunal confirmed dates for the oral hearing for all

issues between the Parties for October 3 to October 7, 2007. On June 27, 2007

the Arbitral Tribunal confirmed the hearing date, venue, and other arrangements
for the oral hearing.

§11.- On September 20, 2007 the Claimant advised the Arbitral Tribunal
that the Parties had reached an agreement regarding the procedure for the
remainder of the arbitration. This agreement included the cancellation of the
hearing scheduled to begin on October 3, 2007. On September 24, 2007 the
Arbitral Tribunal received an 'Agreement on How to Conclude the Procedure'
executed by both the Claimant (dated September 21, 2007) and the Respondent
(dated September 24, 2007). On the same date the Arbitral Tribunal cancelled the
hearing pursuant to the Parties' procedural agreement.

On September 24, 2007 the Arbitral Tribunal also issued Procedural Order Ne 3

confirming the terms of the Parties' procedural agreement. Procedural Order Ne 3
read as follows:
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«PROCEDURAL ORDER N: 3

Considering:

1. The Parties in a document entitled 'Agreement on How to Conclude the
Procedure' dated September 21, 2007 (Claimant) and September 24, 2007
(Respondent), agreed to ask the Arbitral Tribunal to cancel the hearing scheduled
to take place October 3 -7, 2007 in Stockholm and to render an award based solely
upon the respective Parties' written submissions, including attached exhibits,
subject to the eight conditions therein set out; and

2. The Arbitral Tribunal has accepted the Parties' agreement and accordingly has

cancelled the hearing, and in this Procedural Order N ° 3 confirms the procedure
for the remainder of this arbitration:

The Arbitral Tribunal Hereby Orders as Follows:

1. The Parties shall refrain from submitting further Briefs, with the exceptions
outlined below.

2. The Parties shall refrain from submitting further witness statements.

3. The Arbitral Tribunal shall be allowed, at its discretion, to ask written questions
to the Parties.

4. Each Party shall submit written answers to the Arbitral Tribunal's questions.

5. Each Party shall be given one opportunity to comment upon the other Party's
answers to the Arbitral Tribunal's written questions.

6. The Arbitral Tribunal shall draft and submit to the Parties a Recital to the
Award, including the undisputed facts of the case and the Parties' legal grounds
and argumentation.

7. Each Party shall be given one opportunity to comment in writing on the Recital.

8. The Arbitral Tribunal shall set final deadlines for the submissions, it being
understood that a Party's non-compliance with a deadline shall be acknowledged
as a waiver to make the relevant submission, and that such non-compliance shall
not prevent the Arbitral Tribunal from rendering the Award.»

§12.- On October 3, 2007 the Claimant requested that the procedure agreed
between the Parties for the conclusion of the arbitration, as confirmed in
Procedural Order Ne 3, be amended to allow the Parties to summarise their
respective cases in one final set of written pleadings. The Respondent opposed
any amendment to the Parties' agreement. After receiving the further
submissions of the Parties, the Arbitral Tribunal dismissed the Claimant's
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request to amend the agreed procedure, for the reasons set out in its decision of
October 17, 2007.

§13.- On December 1.8, 2007 the Arbitral Tribunal submitted to the Parties
a draft Recital to the Award (consisting of the parts relating to the Parties,
Commencement of the Arbitration, Procedural History, Factual Background and
Claims, Defences and Legal Grounds of the Parties) in accordance with the
Parties' agreement and paragraph 6 of Procedural Order Ne 3. The Tribunal also
asked three questions relating to the ownership or control of the Claimant. The
Tribunal received the Parties' comments on the draft Recital and their answers to

the questions on January 18, 2008, and subsequently their comments on the other
party's answers.

The Respondent in its letter of January 23, 2008 objected to certain parts of the
'Claimant's Comments on the Draft Recital' on the basis that they went beyond
the scope of the requested comments and were in fact rebuttal statements. The
Respondent also requested the exclusion of new exhibits presented by the
Claimant. The Claimant responded to these objections and also requested the
exclusion of certain material in the Respondent's submissions of January 18 and
28, 2008. The Respondent in its letter of February 5, 2008 then requested the
exclusion of certain further comments.

The Agreement of the Parties of September 21, 2007, as confirmed by Procedural
Order Ne 3 dated September 24, 2007 required the Parties to refrain from
submitting further briefs. The issue of further submissions was also dealt with in
the Arbitral Tribunal's decision of October 17, 2007. The material objected to by
the Parties consists, firstly, of further argumentation on factual and legal issues
and, secondly, of certain new information presented by the Claimant. The factual
and legal issues had already been comprehensively argued by the Parties, and the

further argumentation on these issues by both Parties was neither requested nor
necessary.

The Claimant also presented new information relating to the termination of the
sixth bankruptcy proceeding, including the text of the decision of the
Commercial Court of Kiev of December 6, 2008. The Arbitral Tribunal has
examined this material to decide whether it was significant to the determination
of the issues in this arbitration. If it were significant, then the Respondent would
have been entitled to make further submissions relating to its admissibility and/or
to make submissions in response. Having considered this new material, it does
not affect any decision of the Arbitral Tribunal, and therefore no further
submissions have been required from the Respondent.

7/67



At the request of the Arbitral Tribunal and on February 18, 2008 the Parties

submitted their statements on the amount and the payment of the costs in this
arbitration.

§14.- On various dates and with notice to the Parties the SCC Institute
extended the period of time for rendering an Award in this arbitration pursuant to
Article 33 of the SCC Rules. The latest decision of the SCC Institute (advised on

December 21, 2007) extended the time for making the Award until March 31,
2008.

IV. FACTUAL BACKGROUND

§15.- The Claimant is a limited liability company with its legal address in
Terezes iek 1, Riga, LV-1012 Latvia. It was established on March 6, 1998, and
registered in the Commercial Register on February 14, 2005 (United Registration
number 50003383371). Its subscribed .and paid up capital is 4800.00 LVL. As of
February 14, 2005 its total capital (divided into ten shares of 480.00 LVL each)
was held by Five Key Invest & Assets Limited Holding JSC, registered in
Liechtenstein. The shares of Five Key Invest & Assets Limited Holding JSC are

held by Key's Depository Foundation, Vaduz, Liechtenstein, as of November 21,
2006.

§16.- According to AMTO, the Claimant's main business activity is to act
as an investment company. It has been registered for VAT in Latvia since 1998,
has made residents income tax and social security payments since 2000, has
operated a multi-currency bank account in Latvia since March 6, 1998, and has
rented an office in Latvia since September 2000. The Claimant asserts that it has
investments in Finland, Ukraine, the United States and Latvia. The Latvian
investment project, initiated on February 1, 2006, relates to a real estate

acquisition and development project in Riga which, however, has still not been
executed.

§17.- EYUM-10 is a closed joint stock company registered in Ukraine. Its
Certificate of State Registration was issued on December 9, 1994, with its major
types of activities stated to be 'installation of electric wiring and reinforcement',
'installation of fire and security alarm systems' and 'painting works'. It has an
issued share capital of 1 519 040 UAH, divided into 303,808 shares.
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§18.- EYUM-10 is the legal successor of a state entity called (in
translation) Erection Division Ne 10 of the EYUM Group that had participated in
the construction of the Zaporozhskaya AES (hereafter «ZAES») nuclear power
plant. EYUM-10 became a supplier of services to ZAES. EYUM-10 was
reorganised as a closed joint stock company in 1994.

§19.- In late 1999 the Claimant sought an investment in the nuclear energy
industry in Ukraine, and decided to buy shares in EYUM-10. The shareholding
was dispersed amongst several hundred employees of EYUM-10. As stated in
the "Minutes Ne 11 of the session of the Management Board" of EYUM-10
dated August 22, 2000, by August 2000 AMTO had acquired 16% of the shares
in EYUM-10. It had encountered the active opposition of the management to its
share acquisitions, as recorded in the 'Minutes Nel1":

«HEARING GIVEN TO:

The information of Lomakin A.M., the Chairman of the Management Board ...The
Members of the Management Board of CTJSC EYUM-10 and the Administration, the Legal
Department, have arranged for and conduct the work on protection of the enterprise against
attempts of foreign company LLC "AMTO "u to overtake the majority shareholding of CTJSC

EYUM-10, in accordance with the adopted decisions of the Management Board (Minutes No.
10 0f19.07.00).»

«HEARING GIVEN TO:

- The information of Lomakin A.M., on the operation of the commission for the securities.
In accordance with the previously adopted decisions of the Management Board, there has been
developed a scheme of purchase of shares of CTJSC EYUM-10, respective announcements

made in the press, on TV, via radio. There has been arranged a reserve fund for shares
purchase.

LLC "AMTO" holds 16% of the shares of CTJSC EYUM-10. Upon the filed statements of

claim Energodar Court will consider the legality of the deals of purchase and sale of the shares
of CTJSC EYUM-10 by LLC "AMTO ".

- information about shareholders working at CTJSC EYUM-10 and having sold shares
in CTJSC EYUM-10...

RESOLVED:

1 That the Legal Department analyse an opportunity to revoke the credits to the
employees of CTJSC EYUM-10, who had sold their shares - unanimously.

2. That meetings be held in the subdivisions of CTJSC EYUM-10, at which meetings the
matters of the enterprise's granting of the privileges at the expense of its profit to the employees
of CTJSC EYUM-10, who had sold their shares, be discussed. That a suggestion be lodged that
amendments should be made to the Collective Agreement of CTJSC EYUM-10 which

amendments to be aimed at protection and consolidation of the labour collective -
unanimously.»
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The Claimant continued to purchase shares and on January 21, 2002 a share
certificate for 200508 shares was issued to the Claimant, with a certificate for a
further 3657 shares issued on March 4, 2003. The Claimant's total shareholding
in March 2003 was therefore 204,165 shares or 67.2% of the total share capital.

§20.- ZAES is the largest nuclear power plant in Ukraine. It is a separate
division of the National Nuclear Power Generating Company 'Energoatom’
(hereafter «Energoatom», owned by the Respondent. At the time of the
Claimant's purchase of shares in EYUM-10, EYUM-10 had established
relationships with ZAES/Energoatom, and the Claimant asserts that by that time
ZAES/Energoatom was EYUM-10's largest debtor. A letter from ZAES to
EYUM-10 dated February 28, 2002 refers to the financial difficulties of ZAES
and the nature of its relationship with EYUM-10.

«SD «Zaporozhskaya AES" ofGP NAEK "Energoatomy, understanding the problems of
your company, would like to advise you of the following... The existing situation does not allow
us to pay taxes, to implement the production and technical program of our company and to
exploit the nuclear power plant normally.

Taking into account that for many years SD ZAES and CJSC EYUM-10 had partner

relations we send you the schedules of debts on the following contracts liquidation to be agreed
by EYUM-10:

Contract No. 2 KRE-99, the amount of debt-1 898 297,07 UAH
Contract No. 1PKE-2000, the amount of debt-8 916 550, 95 UAH
Contract No. 9PKE-99, the amount of debt-1 094 998,38 UAH
Contract No. 2KRE-2000, the amount of debt-12 574 088,95 UAH

Monthly payments in the amount of 408 068,36 UAH, we are going to make will allow
your company to pay the restructured budgetary debt as well as current taxes. Only at this
approach SD ZAES will be able to make orders for your works and to pay for them in 2002.

CJSC EYUM-10 has been being the strategic partner ofSD ZAES for 20 years executing
important works on reconstruction and technical rearmament repair. We consider CJSC
EYUM-10 works to be strategically important and directed on the reliable and safe exploitation
of power units of our nuclear power plant. Taking into account the actuality of your work SD
"Zaporozhskaya AES" hopes that our further cooperation with your company will be fruitful,
mutually beneficial and long-term. The continuation of the contractual relations is vitally an
important stage not only for SD ZAES but also for atomic energy on the whole.»

§21.- In 2002 and 2003 EYUM-10 commenced court proceedings in the
Commercial Court of Zaporozhskaya Oblast in respect of amounts pursuant to
eleven contracts between EYUM-10 and Energoatom/ZAES entered into in
1998, 1999 and 2000. EYUM-10 was successful in its claims, that were upheld
on appeal and cassation was denied. The Respondent accepts that EYUM-10
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obtained judgement against ZAES for the total amount of 28,377,868.04 UAH
(not including state duty and court fees).

EYUM-10 sought execution on the basis of its judgments. Execution was stayed
because of bankruptcy proceedings against Energoatom. There were six separate
bankruptcy proceedings commenced between March 2002 and December 2003,
as follows:

1. First Bankruptcy Proceedings: 12 March 2002-May 17, 2002;

2. Second Bankruptcy Proceedings: May 21, 2002-October 11, 2002;

3. Third Bankruptcy Proceedings: October 11, 2002-February 6, 2003;
4. Fourth Bankruptcy Proceedings: February 7, 2003-October 29, 2003;

5. Fifth Bankruptcy Proceedings (Case Ne 05-5-43/50551): October 29,
2003-July 6, 2005;

6. Sixth Bankruptcy Proceedings (Case Ne 43/167): Commenced December
2,2003.

There were numerous procedural steps, orders and appeals related to these
proceedings. The Ukrainian bankruptcy legislation and the conduct of these
bankruptcy proceedings are fundamental to the Claimant's claims pursuant to the
* Energy Charter Treaty in this arbitration.

§22.- On July 25, 2003 the Resolution of the Cabinet of Ministers of
Ukraine No. 1160 entitled 'On changes to the list of highly hazardous enterprises,
whose discontinuance of operations requires special measures to prevent harm to
human life and health, property, facilities and the environment' decreed that the
list of highly hazardous enterprises which had been previously approved by the
Resolution of the Cabinet of Ministers of Ukraine No. 765 of May 6, 2000
should be worded as follows:

«Power Engineering State body
National Nuclear Energy Generating Company "Energoatom "
Dneprgidroenergo GAG K Dnestrgidroenergo GAEK Dneprenergo JSC
Donbasenergo JSC GEK Tsentrenergo JSC Zapadenergo JSC Vostokenergo
Ltd.»
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On 26 July 2005, Law No. 2711-VI 'On Measures to Ensure the Stable Operation
of Fuel and Energy Sector Enterprises’ was published in the organ of the
Ukrainian Parliament 'Holos Ukrayiny' and entered into force (except for Articles
3 to 11 which entered into force on September 26, 2005) (hereafter, «Law 2711-
IV»). The Preamble of this Law states that: «The objective of this Law is to
support the improvement of the financial standing of the fuel-and-energy sector
enterprises, prevent their bankruptcy, and enhance their investment
attractiveness by regulating the procedural issues and implementing mechanisms
of the debt repayment, granting the right to use them to the business entities,
specifying the procedure of the interaction of state authorities, local self-
administration bodies, and budget fund administrators with business entities in
respect of the application of the debt repayment mechanismsy

§23.- On May 15, 2006 EYUM-10 and Energoatom signed an Agreement
relating to Energoatom's outstanding debts to EYUM-10, including the eleven
judgment debts referred to above, two further judgement debts of 2005, and an
acknowledgement of debt. This Agreement was entitled 'Agreement on
Substitution of Primary Obligation by the New Obligation Between the Same
Parties'.

The Claimant states that this agreement did not enter into force because
Energoatom did not provide a required bank guarantee, although Energoatom
made payments in accordance with the time schedule of the agreement. The
Agreement was amended and re-executed on August 11, 2006, and Energoatom
made certain payments in reduction of its outstanding debt to EYUM-10.

§24.- The Parties submitted numerous documents, witness statements,
expert reports and other exhibits with their pleadings. The Tribunal received
witness statements or expert reports on factual, legal or damages issues submitted
by the Claimant of: Mr. Valentin Blueger, Partner at Blueger & Plaude; Mr.
Mikhail Petrovich Timofeyev; Mr. Ivan Vladimirovich Kuznetsov; Baker Tilly
International; Ms. Anna V. Tsyrat, of Jurvneshservice, Kiev, in relation to
Ukraine bankruptcy proceedings; Mr. Oleksy Svyatogor in relation to the
Ukraine electricity industry; and Mr. Urpo Salo of Tietotili Consulting Oy in
relation to lost revenue.

The Tribunal received witness statements or expert reports on factual, legal or
damages issues submitted by the Respondent of Mr. Volodymyr Maksymovych
Pyshny, Vice President for Repairs and Plant Production of Energoatom;
Emergex Business Solutions LLC. in respect of damages issues; Mr. Oleg
Mykolayovych Rogozhnikov; Mr. Yuriy Oleksandrovych Nedashkovsky, former
President of Energoatom and Deputy Minister of Fuel and Energy of Ukraine;
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Mr. Alexander N. Biryukov on bankruptcy law issues; and Mr. Maslak Yuriy
Gennadiyovych on economic issues.

V. CLAIMS, DEFENCES AND LEGAL GROUNDS OF THE PARTIES

§25.- The Claimant has commenced this arbitration pursuant to Article 26
ECT alleging that the Respondent has breached various provisions of the ECT.
The Claimant refers in particular to Articles 10(1), 10(12), and 22(1), and seeks
compensation and other relief. The Respondent asserts that the Arbitral Tribunal
does not have jurisdiction over this dispute, and denies any violation of the ECT.
The Respondent also denies the Claimant's claims for compensation, and asserts
a counterclaim based on the unfounded allegations of the Claimant in this
arbitration. The Claimant asserts that the Tribunal has no jurisdiction under
Article 26 ECT over the counterclaim, and in any event the counterclaim is
unfounded.

1. The Respondent's Objections to the Jurisdiction of the Arbitral Tribunal:

§26.- The Respondent states that the Tribunal does not have jurisdiction
under Article 26 ECT to determine the issues raised by the Claimant or the
claims are otherwise inadmissible on a number of grounds, including the
following:

(a) AMTQ's shares in EYUM-10 do not constitute a qualified 'Investment' under
the ECT, since they are not 'associated with an Economic Activity in the Energy
Sector', as required by Article 1(6) of the ECT: The Respondent states that
EYUM-10's activities, which consist of electric installation works, repair,
reconstruction and technical re-equipment works and services to ZAES, do not
fall within any of the categories listed in Article 1(5) of the ECT, which
constitutes the controlling definition of 'Economic Activity in the Energy Sector',
and also do not fall within the illustrative list of 'Economic Activity in the Energy
Sector' presented in the Understandings 1V.2.b.ii of the Final Act of the European
Energy Charter Conference. Further, AMTO's shares in EYUM-10 are not
sufficiently closely "associated with" an economic activity of ZAES/Energoatom
in the energy sector, such as the production (or sale) of Energy Materials and
Products.

The Claimant states that its ownership of shares in EYUM-10, pursuant to the
broad definition laid down in Article 1(6) of the ECT, constitutes an Investment,
and hence, makes AMTO an Investor under Article 1(7). Furthermore, the
Claimant states that AMTO's Investment, i.e. the ownership of shares in EYUM-
10, 'are associated with an Economic Activity in the Energy Sector'. The
Claimant further states that EYUM-10 provided and still provides qualified
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construction and maintenance services to the nuclear industry in Ukraine, and
according to the illustrative list contained in Understanding No 2, such work
shall be deemed to constitute 'Economic Activity in the Energy Sector' pursuant
to Article 1(5) of the ECT.

(b) There is no relevant or appropriate consent on the part of the Claimant to
arbitrate: The Respondent states that Article 26(4)(a) of the ECT requires a
separate written consent on the part of the Investor to be provided to a relevant
Contracting Party to the ECT prior to commencement of arbitration, and that
submission of a request for arbitration is not sufficient. A belated submission of a
written consent is invalid under both the ECT and the SCC Rules. The
Respondent states that the belated submission of a written consent of the
Claimant dated April 27, 2006 also shall be deemed to support the Respondent's
submission of the necessity of a separate written consent to arbitration. In any
case, according to the Respondent, belated consent was defective as based on an
invalid power of attorney, and this defect cannot be cured by ratification of
consent itself half a year later and almost a year after the initiation of arbitration.
The Respondent also submits that the initial absence of an arbitration agreement
cannot be cured by subsequent agreement or conduct if a party disagrees on this
point.

The Claimant states that the lack of a separate written consent is of no legal
consequence, since AMTO accepted Respondent's offer to arbitrate by
commencing these arbitration proceedings and further submitted an additional
and separate written consent. Initial absence of an arbitration agreement can
indeed be cured by subsequent agreement or conduct.

(c) The ECT does not confer substantive protection to the pre-investment period,
and so events occurring prior to the making of the Investment should be
disregarded by the Arbitral Tribunal as not subject to its jurisdiction in this case.
The Respondent states that the investment period began either: (i) on March 4,
2003 when AMTO was issued with the share certificate bringing AMTO's
ownership in EYUM-10 up to 67.2 percent; or (ii) on January 21, 2002 when the
first share certificate was issued to AMTO, although by that time AMTO did not
yet own the entire 67.2 percent of shares in EYUM-10.

The Respondent contends that the commission agreement of AMTO with a
broker for purchase of shares in EYUM-10 concluded in March 2000 did not
confer on AMTO any right to undertake "the Economic Activity in the Energy
Sector" as per Article 1(6)(f) of the ECT.

The Claimant states that it engaged a broker in order to acquire shares in EYUM-
10 which had been distributed among EYUM-10's employees. By entering into a
commission agreement with the broker on 1 March 2000, AMTO acquired
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contractual rights qualifying as an Investment under Article 1(6)(f) of the ECT.
Moreover, as soon as AMTO acquired its first shares in EYUM-10 in March
2000, it made a qualifying investment under Article 1(6)(b) of the ECT.
Accordingly, the Claimant maintains that it enjoyed protection as an Investor
under the ECT at all times from the date of conclusion of the commission
agreement with the broker and the acquisition of its first shares in EYUM-10 in
March 2000 and onwards.

(d) There was no relevant dispute between AMTO and Ukraine: The Respondent
states that this is a trivial commercial dispute between two Ukrainian juridical
persons and does not involve Ukraine as a State. This is a unilateral grievance
which may not be equated with a dispute, since it did not exist prior to the Claim
Letters but arose afterwards due to the non-response thereto.

The Respondent further contends that the Claimant did not request the amicable
settlement of the dispute under Article 26 of the ECT, and the Respondent's
consent did not extend to disputes which were not subject to a request for
amicable settlement. The Claim Letters could not be viewed as a request for
amicable settlement of a dispute 'mon-existing prior to non-response thereto
within a reasonable period of time'. Accordingly, there was no 'cooling-off
period' as required by the ECT as a prerequisite for admissibility of a claim
under the ECT.

The Claimant states that the Claim Letters make clear that the Respondent is
considered to have breached the ECT. The fact that Respondent did not respond
to the letters does not prevent the existence of a dispute. In any case, questions as
to the existence of a 'dispute' and compliance with the cooling-off period relate
to admissibility and not to jurisdiction, and the Claimant submits that the
Tribunal cannot dismiss a case on the grounds of admissibility.

(e) The subject matter of the actual dispute between EYUM-10 and
ZAES/Energoatom has already been exhausted and therefore there is no basis for
the present arbitration: The Respondent relies upon the agreements between
EYUM-10 and Energoatom/ZAES for the repayment of the outstanding debts,
which are already being performed.

The Claimant states that the 'agreement' of May 15, 2006 never came into force,
and that the subsequent 'agreement' of August 11, 2006 was made for the sole
pudose of saving the managers of Energoatom from criminal liability for having
spent public funds without a valid agreement. Although Energoatom unilaterally
made some voluntary payments as indicated by the two 'agreements', Energoatom
subsequently breached the 'agreement' by simply ceasing its payments and
requiring EYUM-10 to repay the last instalment. Accordingly, the Claimant
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maintains that the purported settlement agreements between EYUM-10 and
Energoatom/ZAES do not in any way preclude this ongoing arbitration.

(f) There was no valid Power of Attorney in respect of the Claim Letters, the
belated consent to arbitrate, or the Request for Arbitration: Accordingly there
was no valid request for amicable settlement, consent by the Claimant, or request
for arbitration for the purpose of Article 26 ECT.

The Claimant states that the alleged deficiencies in the Power of Attorney issued
to AMTO's counsel Mr Svahnstrom should not be taken seriously. The Claimant
denies that AMTO's counsel lacked authority to act on behalf of AMTO. The
initial power of attorney was valid in all the three involved countries (Ukraine,
Latvia and Sweden), despite the fact that the exact date of its signature was
missing. In any case the Claimant subsequently submitted a new power of
attorney, in October 2006, in which it is clearly stated that the legal
representative of the Claimant reconfirms the first power of attorney and
confirms and ratifies all actions and measures taken by Mr. Svahnstrom on behalf
of AMTO.

(g) The Tribunal's jurisdiction (if any) is limited to the claims (if admissible) set
out in the Claim Letters: The Respondent states that as the claims submitted in
the Request for Arbitration and the Statement of Claim are not the same as in the
Claim Letters. In the alternative, the scope of the case can be no more than as it is
framed in the Request for Arbitration.

The Respondent further asserts that the new/different facts, arguments, causes of
action and legal claims, which are not contained in the Claim Letters or Request
for Arbitration, shall be disregarded, since, in particular, they are not covered by
the Respondent's consent in the absence of any request on the part of the
Claimant for amicable settlement thereof.

The Claimant states that the Tribunal's jurisdiction is not limited by the Claim
Letters nor by the Request for Arbitration. In any case, pursuant to Article 22(1)
of the SCC Rules, AMTO is entitled to change and amend its claims unless the
Tribunal considers it inappropriate.

(h) This case is inadmissible as the Respondent denies the advantages of Part 111
of the ECT on the basis of Article 17(1) of the ECT: The Respondent states that a
dispute concerning interpretation and application of Article 17 of the ECT is
excluded ratione materiae from this arbitration, since Article 26 of the ECT deals
with breaches of 'obligations', and Article 17 of the ECT refers to a 'right'. The
Respondent states that the Claimant has failed to prove that it is not ultimately
beneficially owned or controlled by nationals of a third state and that it has
substantial business activities in Latvia within the meaning of Article 17(1).
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Also, the Respondent criticised the Plama Decision on various grounds,
including, without limitation, its retrospective only effect of the 'denial of
advantages'.

The Claimant states that AMTO is not owned or controlled by citizens of a third
state within the meaning of Article 17(1) of the ECT, but rather owned by
corporate entities of signatory states of the ECT. AMTO is owned by a company
registered in Liechtenstein, which in turn is owned by a foundation based in
Liechtenstein. Furthermore, AMTO has substantial business activities in Latvia
within the meaning of Article 17(1) of the ECT. The reference to "substantial
business activities" in Article 17(1) of the ECT is intended to exclude so called
mailbox companies from protection under the ECT. AMTO is not such a
company. AMTO 1s a registered company in Latvia and maintains office
premises in Riga with full-time employees. Further, AMTO has bank relations in
Latvia. Thus, the Claimant states that there is no ground for the application of
Article 17 of the ECT.

(1) Suspension of termination of this proceeding is required because of the
parallel international proceeding before the European Court of Human Rights.
The Respondent asserts that such parallel international proceedings manifestly do
not contribute to the legal security of the international resolution of disputes, and
to avoid possible double recovery shall be executed for reasons of fairness and
predictability of international arbitration. Lis pendens and res judicata
approaches relied upon by the Claimant should not be applied formalistically.

According to Claimant, application to the European Court of Human Rights (the
«ECHR») 1s not a ground for suspension nor termination of this arbitration. The
case at hand is not subject to lis pendens with respect to the proceeding before
the ECHR. Lis pendens would require parallel proceedings involving the same
parties and the same causes of action. However, EYUM-10, the claimant in the
ECHR proceeding, is not a party to this arbitration. Further, in the ECHR
proceeding, EYUM-10 relies on the Respondent's violations of the European
Convention of Human Rights. In this proceeding, however, AMTQO's claims are
based on the ECT. Therefore, a ruling by the ECHR would not have res judicata
effect in this arbitration. Accordingly, there is no /is pendens in the arbitration.
Further, as alleged, a risk of double recovery cannot be a jurisdictional objection,
relying on the Nycomb tribunal's conclusion in this matter.

2. The Claimant's Allegations of Violations of the ECT:

§27.- The Claimant alleges the following violations of the ECT by the
Respondent:
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(a) Violation of Article 10(1) of the ECT: The Claimant states that the
Respondent has violated Article 10(1) of the ECT in that:

(1) The Respondent has failed to "encourage and create stable, equitab