CROATIAN ENERGY REGULATORY AGENCY
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Pursuant to the Article 11, Paragraph 3 of thedkcthe Regulation of Energy Activities (“Official
Gazette”,No. 177/04), as well as the Article 4 Paragraphf 2he Oil and Petroleum Products
Market Act (“Official Gazette”,No. 57/06), the Croatian Energy Regulatory Agene§RA),
pursuant to Steering Committee's decision madésatession held on April 5, 2007 passes the
following

TARIFF SYSTEM FOR TRANSPORTATION OF OIL BY
OIL PIPELINE

l. GENERAL PROVISIONS

Article 1

(1) This Tariff System for the Transportation ofl ®y Oil Pipeline (hereinafter referred to as
»1arff System*), that is, methodology for deternmg tariff rates for pipeline transportation of oll
shall regulate:

— manner and criteria for defining tariff rates &lrpipeline transport,
— methodology characteristics,
— categories of users using the services of oélpip transport,

— data, documents and all other background beied t@ defining costs of oil pipeline transport,
total turnover generated by energy subject in ahafgoil pipeline transport, as well as tariff iate
for oil pipeline transport.

Article 2

(1) Definitions used by this Tariff system shallveahe meaning determined by the Energy Act
(“Official Gazette”, No. 68/01 and 177/04), Oil and Petroleum Productsket Act (“Official
Gazette”,No. 57/06), the Act on the Regulation of Energy ivites ("Official Gazette”,No.
177/04), as well as the Technical Conditions focéss to Transportation Capacities of JANAF
("VRED! Newsletter" No. 3-4/03).

(2) Definitions used within this Tariff System shallso have the following meaning:

— transporter of oil via pipelinghereinafter referred to as: oil transporter) galeentity carrying
out the energy activity of oil pipeline transpart¢cluding transportation of oil via oil transport
system (pipeline), transshipment of oil, technatagistorage of oil, as well as handling of oil on
coastal and other terminals,

— unitary tariff —tariff paid by the user using the services of apegtine transport, including
transportation of oil via oil transport system ngahipment of oil, technological storage of oil,
as well as handling of oil on coastal and othenteals,

1 VRED -Vijec¢e za regulaciju energetskih djelatnosti — engl. @zlfor Regulation of Energy Activities
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average tariff ariff that results from division of sums of totahnual turnovers by equivalent
sums of total oil quantities for transportation mgsed in tons and tons per 100 kilometers
respectively, over a period of 5 years during aggkincluded in tariff definition,

previous year a year that precedes the year for which thé tatie for oil pipeline transport
has been determined, and whose financial data b@®e reviewed and published (hereinafter
referred to as: year t=0),

current year— current year during which proposal for oil pipel transport tariff rate is
submitted (hereinafter referred to as: year t=1),

future year— year for which oil pipeline transportation taig established (hereinafter referred
to as: year t=2),

years within a period— period included in defining tariffs for oil pijpee transportation,
consisting of a previous year and five (5) follogigears, including current and future year,
during which equal influential parameters are agpliwhen establishing acknowledged
operating costs of oil transporter, as well asquigd development values and indicators, that is,
investments in equipment, facilities and buildinggh related review of generated, planned or
estimated data, documents and background,

parts of a year— a part of a period that corresponds to the gefiom January % until
December 3% of a calendar year;

assets— assets being used for carrying out of energyiaes of oil pipeline transport,
consisting of long-term tangible and intangibleegssas well as permanent working capital,

user category- a group of users using services of oil pipelr@mgportation having the same
characteristics with regard to a type of oil pipeltransport service.

II. 1l. GOALS AND PRINCIPLES

Article 3

This Tariff system shall define the calculation hwatology of maximum tariffs for oil pipeline
transport (hereinafter referred to as: tariffs)wihie purpose of meeting the following goals:

covering total operating costs of oil transportengrated by carrying out the energy activity of
oil pipeline transport,

insurance of investments in oil pipeline transpydtem development,
insurance of return on assets, that is, returmeastments in oil pipeline transportation system,
safety maintenance of transportation system,

environmental protection.

Article 4

This Tariff system shall be based on following pipoles and regulations:

third party’s negotiation approach,
operating costs have to be justifiable, the tinaenke for return on investments reasonable,

operating costs have to be objective and transparen
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— calculation of all expenditure and revenues behggliase for the tariffs shall be done per each
user category individually,

— total operating costs per year within a period Ishal adjusted by the cumulative amount of
inflation per years within a period,

— total revenues is the amount calculated on thesldiperating costs, the rate of return, in other
words the return on assets, as well as investments,

— tariffs for certain user categories shall be deiteech as average tariffs for years within the
period that is included in tariff definition,

— tariff shall be defined as a unitary tariff for acser category.

Article 5

(1) Method of tariff determination applied in tHiariff System is based on the following elements:
a) oil transporter’s operating costs,

b) capital investments,

C) return on assets, as well as investments,

d) account of inflation influence,

that form the bases for establishing revenues laframsporter in the future year, that is, the year
which the tariff shall be defined for.

(2) Elements referred to in the Paragraph 1 Sulgpaph a) to c) of this Article shall be data and
background documentation proposed by oil transpésteeach user category.

(3) Account of inflation influence referred to ihet Paragraph 1 Subparagraph d) of this Article
shall be based on inflation indicators measureddnsumer prices growth rate published by the
Central Bureau of Statistics for the current yegplied to all years within the period included in
tariff defining.

(4) Period for determining average tariffs shallyears within a period. Average tariffs shall be
applied until they are defined again.

(5) Definition of average tariff rate for the yeavihin a period shall be based on:
- elements referred to in paragraph 1 of this Aetitor the years within a period,
- calculated total revenue for the years withireaqau,

- total quantity of transported oil expressed inst@nd tons per 100 kilometers of transported oll,
for the years within a period.

. CHARACTERISTICS OF THIS TARIFF SYSTEM

Article 6

Users of oil transport services shall pay a unitariff.

Article 7

(1) Data required for defining tariffs shall betire Annex 1, which is an integral part of this Tari
System.
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(2) Data referred to in the Annex 1 shall refey¢ars within a period.
Article 8

(1) The Croatian Energy Regulatory Agency (hergerateferred to as the Agency) shall set tariffs
in the current year, based on the data on busopssitions for the years within a period refered t
in the Annex 1 of this Tariff System, based onghaposal of oil transporter.

(2) Sources of data shall be:
- revised Report on oil transporter’s businessviis for the previous year,
- revised Report or estimate of oil transportetisibhess activities for the current year,

- business plan, that is, an estimate of data @inbss activities of oil transporter for the future
year, that is, for all other remaining years withiperiod being included when determining tariffs,

- development plan including investment plan fog tturrent, future and all other years within a
period.

(3) Data and documents referred to in the Paragaph this Article have to be signed by oll
transporter’s authorized person, as well as verifiig company’s seal and an authorized auditor.

(4) Oil transporter shall have an obligation to mitba new tariff proposal, along with the
documentation referred to in the Paragraph 2 of thiticle, no later than 3 months prior to
expiration of deadline or years within a period\drich tariffs have been set.

(5) The Agency has the authority to set new taaffany time within the years of the period, after
having secured the opinion of oil transporter dreMinistry on the proposal of new tariff.

Article 9

Oil transporter shall have an obligation to subimithe Agency a report on business activities for
the previous year verified by an authorized auditmtater than May 31 of the current year.

IV. USER CATEGORIES
Article 10

(1) Users of oil pipeline transport shall be diddato the following categories:

- users using the pipeline of the length up to 20ikaotusive and coastal terminals, hereinafter
referred to as R1,

- users using pipeline longer than 20 kilometersstadand land terminals, hereinafter referred to
as R2.

(2) Average tariff for R1 category users of oil @ipe transport service shall be expressed in kuna
per ton (kuna/t).

(3) Average tariff for R2 category users of oil @ipe transport service shall be expressed in kuna
per ton per 100 kilometers (kuna/t100km).

4/14



V. OIL TRANSPORTER OPERATING COSTS

Article 11

(1) QOil transporter’s total operating costs durthg year within the period t shall be calculated in
accordance with the following formula

UTP, =UTPgy +UTPgy,
where
UTP, - are total operating costs of oil transportertfa year within the period t,

UTPg,; UTPg, - total operating costs during the year within pieeiod t, for user categories R1 and
R2 respectively, in accordance with the Table &rmrefl to in the Annex 1 to this Tariff System,

t — ordinal number of the year within the periodlirded in tariff determination.

(2) Symbols defining years within a period includadtariff determination in this Tariff System
shall be the following:

- t=1 for the current year within a period,

- t=2 for the future year within a period,

- t=3 for the third year within a period,

- t=4 for the fourth year within a period,

- t=5 for the fifth year within a period.

(3) Sign identifying previous year shall be t=0.

Article 12

Total operating expenses during the year t, for gagegories R1 and R2 respectively, shall be
calculated in accordance with the following formula

UTPgryt =OTgy * Aryy
UTPry =OTgat + Aray
where
UTPg,; UTPg,, - are total operating costs for the year t, for useegoriefRR1 andR2respectively,

OTgy;OTg, - @re operating costs for the year t, for usergmtes R1 and R2 respectively, in
accordance with the Table 1 in the Annex 1 to Tlaisff System,

Ar1t s Ara, - @amortization of buildings, equipment etc. durthe year t, for user categories R1 and
R2 respectively, in accordance with the Table thenAnnex 1 to this Tariff System.

Article 13

Operating costs consisting of material costs (raatemal and material, energy costs, production
costs and other material costs), personnel cost®#ner costs during the year t, for user categorie
R1 and R2 respectively, shall be calculated in atawce with the following formula

OTgyt =MTgy +TOgy +OSgy
OTgrot =MTgy +TOgy +OSgy

where
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OTgy;OTg,, - @re operating costs for the year t, for usergmies R1 and R2 respectively,

MTg. . s MTR,, - Material costs for the year t, for the user catieg R1 and R2 respectively, in
accordance with the Table 1 of the Annex 1 to Tlaisff system,

TOgy; ;TOr2, - Personnel costs for the year t, for the usergmates R1 and R2 respectively, in
accordance with the Table 1 of the Annex 1 to Tlaisff system,

OSg,;0Sg,, - Other costs for the year t, for the user categoiRl and R2 respectively, in
accordance with the Table 1 of the Annex 1 to Tlaisff system.

VI. RETURN ON ASSETS AND INVESTMENTS

Article 14

Return on assets, including investments in the yefr user categories R1 and R2 respectively,
shall be calculated in accordance with the follagyiormula

PRy = IMINg,  xPPTK /100

PR, = IMINg,, xPPTK /100

where

PRg1( ;s PRRo - Shall be return on assets and investments foyehe t, for user categories R1 and
R2 respectively,

IMINg,; ; IMINg,, - basis for asset return account and investmemtthéyear t, for user categories
R1 and R2 respectively,

PPTK - weighted rate of return on assets and investnegdites taxation, being applied to all years
within a period included when determining tariggpressed in percentage (%).

Article 15
Basis for return on assets and investments in ¢lae ty for user categories R1 and R2 respectively,
shall be calculated in accordance with the follgviormula
IMINg; = (IMINRy ¢ poc + IMINRy ¢ i)/ 2
IMINg, ; = (IMINRZ,t,poc +|M|NR2,t,kraj)/2

where

IMINg, ; ; IMINg, . - are basis for return on assets and investmeriteigear t, for user categories R1

and R2 respectively,

IMINR1t poc = IMINRy¢1 kraj  IMINRa o = IMINR, 5 4o = tOtal assets value, including investments at the
beginning of the year t, that is, value of the ts®m the date of December 31 of t-1 year that
precedes year t, for the user categories R1 ance$fiectively, in accordance with the Table 3 in
the Annex 1 to this Tariff System,

IMINRy ¢ ki + IMINRo ¢ 4o - tOtAI @SSELS Value, including investments atethe of the year t, that is, on
the December 31 of the year t, for user categ®tieand R2 respectively.
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Article 16

Total assets value, including investments at titeddrthe year t, that is on the December 31 of the
year t, for user categories R1 and R2 respectigbbil be calculated in accordance with the
following formula

lMINRl,t,kraj = IMlNRl,t,poc 'ARl,t +|NVR1,t 'ORRl,t
IMINRZ,t,kraj = |M|NR2,t,poc -Agyt TINVR,  -ORgy
where

IMINR, ke = IS the assets value, including investments eteiid of the year t, for user categories
R1 and R2 respectively,

IMINR1 ¢ poc = IMINRyt1 kraj 3 IMINRa o = IMINR, 5 (e = tOtal assets value, including investments at the
beginning of the year t, that is, the value of sss@ December 31 of year t-1 that precedes year t,
for user categories R1 and R2 respectively in ataoore with the Table 3 in the Annex 1 to this
Tariff System,

INVRs ; INVR, - @amount of investments in the year t, for useegaties R1 and R2 respectively, in

accordance with the Table 2 in the Annex 1 to Trasiff system, that is, in accordance with the
development plan and investment plan referred tthénArticle 8 Paragraph 2 Subparagraph 4 of
this Tariff System,

Ari: ;s Aga - @mortization of buildings, equipment etc. in fer t, for user categories R1 and R2
respectively, in accordance with the Table 1 ofAheex 1 to this Tariff System,

ORg;;ORg,, - alienated and written-off assets in the yearot, diser categories R1 and R2
respectively.

Article 17

Weighted rate of return on assets and investmdiaistaxation, applied to all years within a period
included when determining tariffs, shall be caltedain accordance with the following formula

PPTK =r, x(E /(E +D))+ry x(D/(E + D))x (1 -spd /100)
where

PPTK - is weighted rate of return on assets and invessnafter taxation, applied to all years
within a period included when determining tariffs,

E — equity capital amount,

D — debt amount,

r, - equity capital return rate, expressed in perggn(&o),

ry - average liabilities interest rate, expressed negrgage (%),

spd—profit tax rate, expressed in percentage (%).
Article 18

Return on equity capital expressed in percentagesfall be calculated in accordance with the
following formula

e =rp +BXx(ry - 1¢)
where
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r, - return on equity capital, expressed in percen(ége

r; - return on non-risk investments, expressed ingregege (%),

rn - average return on risk investments, expresseéicentage (%),
(r, - 1) - market risk premium, expressed in percentage (%),

B- beta, coefficient of oil transporter share retuamiability in relation to average variability of
return on all shares quoted on the market

Bx(r, -1;) - premium on equity capital market risk, expressegercentage (%).

VII. OIL TRANSPORTER'S TOTAL REVENUES

Article 19
Oil transporter’s total revenues in the year t, dser categories R1 and R2 respectively, shall be
calculated in accordance with the following formula
UPGgy; =UTPgy XIPC, +PRg,;
UPGg, =UTPgy,, XIPC, +PRg,
where
UPGg,, ; UPGg,, - total annual revenues in the year t, for useggiaies R1 and R2 respectively,

UTPg,;UTPg,, - total operating costs in the year t, for all gser user categories R1 and R2
respectively,

IPC, - coefficient of cumulative influence of inflatian the year t and the years within period that
precede it,

PRg1; ; PRgo, - Feturn on assets and investments in the year glfusers in user categories R1 and
R2 respectively.
Article 20

(1) Coefficient for calculating cumulative inflatianfluence in the year t and years within a period
that precede it shall be calculated in accordaritiettve following formula

IPC, =IPC,; x(1+spp/100)
where

IPC, - coefficient used for calculating cumulative initan influence in the year t and years within a
period that precede year t,

IPC,, - coefficient for calculation of cumulative inflati influence in the year t-1 and years of the
periods that precede it,

spp - consumer prices rate of growth for the currerdryg=1), published by the Central bureau of
statistics, applied to all years within a perioctlided when defining tariffs, expressed in
percentage (%).

(2) Values of coefficient for calculation of cumtile inflation influence per years within a period
included when defining tariffs shall be as follows:

- for the current year within a period, that &ltIPC, = (1+spp/100),
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- for the future year within a period, that is, 132C, =I1PC; x(1+spp/100),
- for the third year within a period, that is, t48C; = IPC, x (L +spp/100),
- for the fourth year within a period, that is,4t3PC, = 1PC, x (1 +spp/100),

- for the fifth year within a period, that is, t=C. = IPC, x (1L +spp/100).
Article 21

Total revenues of oil transporter for the yearsdimita period for which tariffs are being set, faeu
categories R1 and R2 respectively, shall be cdledla accordance with the following formula

5
UPPg; = ZUPGgy,
t=1
5
UPPg, = ZUPGg,,
t=1
where

UPPg, ; UPPg, - is 0il transporter’s total revenues for the yaaithin a period for which tariffs are
being set, for the user categories R1 and R2 r&spbg

UPGg,, ; UPGg,, - total revenues of oil transporters for the yedot user categories R1 and R2
respectively .

Article 22

Total revenues of oil transporter for the yearalshe calculated in accordance with the following
formula

UPPES, =UPGg,; +UPGg,,
where
UPPES, - total revenues of oil transporter in the year t,

UPGg,; UPGg,, - total revenues of oil transporter in the yeafot, user categories R 1 and R2
respectively.

VIll. AVERAGE TARIFFS
Average tariff for R1 user category

Article 23

Average tariff for R1 user category shall be calted in accordance with the following formula
Try =UPPg; /UTNg,

where

Tgy - IS @n average tariff for R1 user category, exggdsn kuna per ton (kuna/t),

UPPg, - total revenues of oil transporter generated fedinusers of R1 user category in the years for
which an average tariff for R1 user category igrof,

UTNg, - projected total quantity of oil to be transported all users of R1 category for the years
within a period for which an average tariff is defd for R1 user category, expressed in tons (t), in
accordance with the Table 4 referred to in the Anhéo this Tariff System.
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Article 24

Projected total quantity of oil to be transportedatl users of R1 user category in the years of the
period for which an average tariff is set for REusategory shall be calculated in accordance with
the following formula

5
UTNg; = 2UTGgy,
t=1
where

UTNg, - projected total quantity of oil to be transportedall users of R1 user category in the years
of a period for which an average tariff is set fbe R1 user category, expressed in tons (t), in
accordance with Table 4 referred to in Annex Jhte Tariff system,

UTGg, - planned quantity of oil to be transported in yéao all users of R1 user category,
expressed in tons (t), in accordance with the Tdbleferred to in the Annex 1 to this Tariff
System.

Article 25

Projected quantity of oil to be transported in tear t to all users of R1 user category shall be
calculated in accordance with the following formula

NRl
UTGgy = | Z_lTGKRl,t,an
R1 ™

where

UTGg,, - Projected total quantity of oil to be transportedhe year t to all users of R1 user category
expressed in tons (t) in accordance with the Tdlskferred to in the Annex 1 to this Tariff System,

TGKry1n,, - PlaNned quantity of oil to be transported in yiear t tong, user of R1 user category,
expressed in tons (t), in accordance with the Tdbleferred to in the Annex 1 to this Tariff
System,

Ng, - total number of users of oil pipeline transpodatin R1 user category, in accordance with the
Table 4 referred to in the Annex 1 to this Tarifs&m.

Average tariff for R2 user category

Article 26

Average tariff for R2 user category shall be calted in accordance with the following formula
Try = UPPg, /UTKR,
where

Tr, - IS an average tariff for R2 user category, exgmdsin kuna per ton per 100 kilometers
(kuna/t100km),

UPP, - total revenues of oil transporter generated fedinnisers in R2 user category in years within
a period for which an average tariff is set forig2r category,

UTKg, - planned total quantity of tons per 100 kilometinsall users of R2 user category in the
years within a period for which an average tawif R2 user category is defined, expressed in tons
per 100 kilometers (t100km), in accordance with Ttadle 4 referred to in the Annex 1 to this
Tariff System.
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Article 27

Planned total quantity of tons per 100 kilometems dll users in R2 user category in the years
within a period for which an average tariff is ehefd for R2 user category shall be calculated in
accordance with the following formula

5
UTKg, = tleTKGRZ,t

where

UTKg, - planned total quantity of tons per 100 kilometiensall users in R2 user category for the
years within a period for which an average tasfiset for R2 user category, expressed in tons per
100 kilometers (t100km), in accordance with the l&@abreferred to in the Annex 1 to this Tariff
System,

UTKGg,, - planned amount of tons per 100 kilometers fousédirs in R2 user category for the year t,
expressed in tons per 100 kilometers (t100km),cecoedance with the Table 4 referred to in the
Annex 1 to this Tariff System.

Article 28

Planned amount of tons per 100 kilometers for altre of R2 category in the year t shall be
calculated in accordance with the following formula

Nez
UTKGgoy = & TKGKppyn,,

where

UTKGg,, - planned number of tons per 100 kilometers foruaktrs of R2 user category in year t,
expressed in tons per 100 kilometers, in accordarttethe Table 4 referred to in the Annex 1 to
this Tariff System,

TKGKRan,, - Planned number of tons per 100 kilometers gy user in R2 user category in the
year t, expressed in tons per 100 kilometers (t&dQQk accordance with the Table 4 referred to in
the Annex 1 to this Tariff System,

Ng, - total number of users of oil pipeline transptdia in R2 user category, in accordance with
the Table 4 referred to in the Annex 1 to this ff&ystem.

IX.  TRANSITIONAL AND FINAL PROVISIONS

Article 29

() Ol transporter carrying out the energy acyiwf oil pipeline transport shall have to submit to
the Agency, upon its request or when submittingiest|for determining tariffs, all data referred to
in the Article 8 Paragraph 2 of this Tariff Systetimat is, data referred to in the Annex 1 to this
Tariff System.

(2) Based on the data, documents and the backgmagumentation referred to in the Paragraph 1
of this Article, the Agency shall make a decisiontariff amounts for the future year.

(3) The data, documents and the background docati@mtreferred to in the Paragraph 1 of this
Article shall be substantiated with appropriategioil documents or their copies.
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Article 30

(2) If oil transporter shall not be able to caltaland prove to the Agency the amount of equity
return, expressed in percentage (%) based on dataland parameters, that is, formulas referred to
in the Articles 17 and 18 of this Tariff Systemcén submit to the Agency an average return on
equity capital expressed in percentage (%), caledlan the basis of appropriate indicators (pdralle
analysis — benchmark) for more than one oil pigeliransportation companies from regional
countries and members of the EU.

(2) Oll transporter is obliged to submit to the Agg all data and the background documentation,
including calculations referred to in the Paragrapif this Article.

Article 31

Implementation of this Tariff System shall be morgd by the Agency.

Article 32

This Tariff System comes into effect on the eigtidly of its publication in the “Official Gazette”.

Class: 310-05/07-01/06
Reg. no.: 371-01/07-06
Zagreb, April 5, 2007

President of the Managing Council
Tomo Gali¢, B.Sc.
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ANNEX 1

DATA REQUIRED FOR DEFINING TARIFF RATES FOR OIL TRA NSPORT

Table 1: Total operating costs

Total

Previous
year

Current
year

Future
year

3rd year
within the
period

4th year
within the
period

5th year
within the
period

User category R1

1. Total costs (A+B)

A) Operating costs

B) Amortization

Operating costs

a) Material costs:

- costs of raw material and
material

- energy costs

- costs of production services

- other material costs

b) Personnel costs

d) Other costs

Total

Previous
year

Current
year

Future
year

3rd year
within the
period

4th year
within the
period

5th year
within the
period

User category R2

1. Total costs (A+B)

A) Operating costs

B) Amortization

Operating costs

a) Material costs:

- costs of raw material and
material

- energy costs

- costs of production services

- other material costs

b) Personnel costs

d) Other costs

Table 2: User category investments

Previous
year

Current
year

Future
year

3rd year
within the
period

4th year
within the
period

5th year
within the
period

User category R1

User category R2

TOTAL
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Table 3: Current asset value December 31 of previsuear

Assets per user categories

User category R1

User category R2

TOTAL

Table 4: Oil transport per user category in tones ad tons km

3rd year | 4th year | 5th year
Transport | Transport | Previous| Current | Future within within within
R1,R2/tons
routes routes year year year the the the
period period period
km .
Omigalj | KM Vire
INA-RN
Rijeka
INA-RN Sisak
RN Bosanski
Brod
NIS Refineries
TOTAL
3rd year | 4th year | 5th year
Transport | Transport | Previous| Current | Future within within within
R2/tonskm
routes routes year year year the the the
period period period
INA-RN Sisak
RN Bosanski
Brod

NIS Refineries

TOTAL
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